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Disclaimer
Our assessment relies on the premise that the data and information provided by Issuer to us as part of our review procedures have been provided in good faith.
Because of the selected nature (sampling) and other inherent limitation of both procedures and systems of internal control, there remains the unavoidable risk
that errors or irregularities, possibly significant, may not have been detected. Limited depth of evidence gathering including inquiry and analytical procedures and

limited sampling at lower levels in the organization were applied as per scope of work. DNV expressly disclaims any liability or co-responsibility for any decision
person or an entity may make based on this Statement.

Statement of Competence and Independence
DNV applies its own management standards and compliance policies for quality control, in accordance with ISO/IEC 17021:2011 - Conformity Assessment

a

Requirements for bodies providing audit and certification of management systems, and accordingly maintains a comprehensive system of quality control, including

documented policies and procedures regarding compliance with ethical requirements, professional standards and applicable legal and regulatory requirements.
have complied with the DNV Code of Conductl during the assessment and maintain independence where required by relevant ethical requirements. This
engagement work was carried out by an independent team of sustainability assurance professionals. DNV was not involved in the preparation of statements or

We

data included in the Framework except for this Statement. DNV maintains complete impartiality toward stakeholders interviewed during the assessment process.

1 DNV Code of Conduct is available from DNV website (www.DNV.com)
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Executive Summary

DNV Business Assurance Japan K.K. (hereinafter, "DNV") has been commissioned by Idemitsu
Kosan Co., Ltd. (hereinafter, "Idemitsu Kosan, "the Company") to evaluate the consistency
of the "Idemitsu Kosan Green/Transition Bond Framework" (hereinafter, "Framework") with
Climate Transition Finance Handbook (CTFH), Basic Guidelines on Climate Transition Finance
(CTFBG), Green Bond Principles (GBP), and Green Bond Guidelines (GBGLs). The following is
a summary of the assessment results of each four elements indicated in CTFH and GBP.

< Climate Transition Finance Assessment results>

Element 1: Issuer’s climate transition strategy and governance

The purpose of Idemitsu Kosan's transition financing is to implement the transition plan
and change the business portfolio, striving toward carbon neutrality by 2050, and to
promote its basic strategy towards 2030 and business strategies of each segment on the
pathway to 2050 carbon neutrality. The Company is not only aiming to become carbon
neutrality (=net zero CO; emissions) in terms of emissions from its own operations (Scope
1+2) by 2050, but also contribute to CO, emission reduction throughout entire value chain
by strengthening activities related to its diverse businesses of Idemitsu Group. Specifically,
using the CNX (Carbon Neutral Transformation) concept, the Company promotes actions
both to strengthen existing business areas and to quickly establish new business areas.
The actions are aligned with the Japanese government commitment to achieve carbon
neutrality by 2050, and the transition pathways of Technology Roadmap (mainly, Oil Sector,
Chemical Sector, and Electric Power Sector) published by the METI. From the point of view
of governance, the specialized organizations have been set up to support key management
decisions in addressing climate change, and the Board of Directors can oversee the
execution of these decisions in monitoring, assessing and managing them. In advancing
specific initiatives, Idemitsu Kosan also proceeds with consideration for a just transition,
while placing importance on the concept of "truly inspired" in its corporate philosophy, that
is, “how often do we consider the countries and communities we touch, and how much
empathy do we have for the people living there?”

Element 2: Business model environmental materiality

Idemitsu Kosan’s transition strategy (transition plan) is itself a business strategy to realize
the transformation of its business portfolio, as stated in the Basic Strategy toward 2030.
DNV has confirmed that its transition pathway is relevant to the key issues in business
model of the Company, particularly in addressing climate change. In developing the
transition plan and investment plan, Idemitsu Kosan also refers to several future scenarios
affecting climate change actions that are widely recognized internationally, such as the
IEA/SDS.
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Element 3: Climate transition strategy to be science-based including targets and
pathways

Idemitsu Kosan's transition plan is aligned with the sector-specific roadmaps for transition
finance in the oil, chemical and electric power sectors. These roadmaps are based on the
Japanese government's goal of achieving carbon neutrality by 2050, as well as science-
based targets and pathways for transition with reference to various Japanese policies,
including the Strategic Energy Plan, and international scenarios, and are aligned with the
Paris Agreement. Idemitsu Kosan has set long-term targets (and indicator level) for CO;
emission reductions (reduction contributions) in line with each roadmap, as well as
medium-term targets on the pathway, with the intention of proceeding with the transition
plan in an integrated manner with Japan's energy policy. Considering the trend toward
decarbonization and other factors, the Company continues to consider business
environment scenarios as appropriate.

Element 4: Implementation transparency

In pursuing its transition plan, it is expected that Idemitsu Kosan properly explains its
investment plans to transition finance investors to ensure transparency to the extent
possible. The results and impacts of each eligible project category are monitored and
reported using quantitative indicators, such as CO; emissions/reduction contribution to the
extent practicable, consistent with the overall goal. For negative impacts, the Company's
environmental impact assessment, risk management mechanisms, and compliance with
environmental laws are considered. For impact on social aspects, the project is designed
to ensure a just transition, such as consideration of employment conditions.

< Green Bond Principles Assessment results>

Principle 1: Use of Proceeds

Idemitsu Kosan has established eligibility criteria for use of proceeds in its framework for
the purpose of selecting appropriate allocation of funds through transition finance. Its
eligibility criteria define both green and transition projects that are consistent with use of
proceeds for climate transition finance funds. In addition to negative impact criteria, which
exclude transactions that cause unfair trade, human rights and other social issues, and the
environment and other social issues, environmental and social issues of the individual
projects are considered appropriately.

Principle 2: Process for Project Evaluation and Selection

In the evaluation and selection of investment projects, Idemitsu Kosan has a process to
evaluate risks in accordance with its own internal rules for investment management and
to obtain investment decisions and approvals after deliberations at the Investment and
Finance Committee. In this process, the Company comprehensively assumes risk factors,
such as business plans, economic indicators including internal carbon pricing, natural
environmental risk, social risk, and transition risk, and examines countermeasures against
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risk at that point. In the evaluation and selection of green/transition projects, it is expected
to be followed by the Finance and Accounting Department, which selects eligible projects,
and the General Manager of the Department makes the final decision on nominated
projects.

Principle 3: Management of Proceeds

Idemitsu Kosan plans to use the proceeds from the financing for new investments in
nominated projects or for refinancing. The status of the funds appropriation is
differentiated between the amount appropriated to transition assets and the amount
unappropriated through the Company's internal management system or a dedicated form.
Until the full amount of proceeds is allocated, the funds is managed in cash or cash
equivalents.

Principle 4: Reporting

Idemitsu Kosan plans to disclose the appropriation of funds on an annual basis until all
funds raised have been appropriated to eligible projects. The Company also discloses
environmental improvement effects, such as CO, emission reductions/reduction
contribution, to the extent practicable. In the event of a major change in the appropriation
plan of procured funds or other significant events, Idemitsu Kosan discloses such
information in a timely manner.

Based on an assessment of Framework and other relevant documents and information
provided by the fundraiser, DNV has confirmed that Framework meets the criteria required by
the appropriate schemes and is eligible for transition finance. DNV also confirmed that the
planned transition bond is expected to be appropriately designed and implemented in
conformance with Framework.
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I. Introduction

i. About the fundraiser
Overview

Idemitsu Kosan Co., Ltd. (hereinafter, "Idemitsu Kosan", the "Company", the
"Fundraiser") is a major Japanese petroleum distributor that was founded in 1911 as an
oil sales company. Idemitsu Kosan group consists of the company, 155 subsidiaries and
61 associated companies, which operates globally in five business segments: Petroleum,
Basic Chemicals, Functiona IMaterials, Power & Renewable Energy, and Resources. The
Idemitsu Group was established in 2019 through the integration of Idemitsu Kosan and
Showa Shell Sekiyu.

Company philosophy

Idemitsu Kosan has set "Ningen-Soncho" that means having respect for human beings,
and the words of the founder as the Origin of Management. The Management Philosophy,
"Truly inspired", is a simple phrase of the beliefs and ideals that convey “people-centred
management” since its founding. Idemitsu Kosan's purpose is to develop respected
personnel as its ultimate goal and continue fully leveraging the power of people to
contribute to society. By aiming a resilient corporate structure that can flexibly and nimbly
respond to any environmental change, Idemitsu Kosan will continue contributing the
realization of a sustainable society.
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Idemitsu Kosan'’s Origin of Management and Management Philosophy

The Origin of Management and
Management Philosophy

Tha Crigin of Managemant

A 2B

Mingen-3oncho
Wiritten by 3azo Idemitsu

Ningan-Soncho means having respact for hurman baings . Tha Crigin of Managament are the words of the founidar just
az he wrota tham. Wa intend to communicate to the wordd the impotance of respacting human beings, a key tanat of
our history for over a century, and unassailable ideals we continue 1o pass down. We have reaffimmed these as our

steadfast principlkes.

Managameant Philosophy

Truly inspired

How often do we consider the countries and comnmnities we touch,
and how nmach empathy do we have for the people Iwving therer?
Are we contemplating what’s best for them and then doing our ntmost to act in their interests?
Each day, we mmst reflect on onr achions;
we nst stoe to do better not only for ourselves, but also for others.
When we come together and our efforts are nnited, we make the impossible possible.

With integrity, solidarity, and determination, we will overcome any challenge we face.

Idemitsu's Management Philesophy is the reafirmation of "people-centered managemert” beliefs and ideals, which
wia have carefully maimtained sinca our founding. It s the guidancs to "kegp focused on what matters" and "stay com-
mittad to providing value to society” for all Group mambars, simpls phrases that convey the essence of ldemitsu,

From Idemitsu Kosan Annual Report 2021
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Sustainability Policy

Idemitsu Kosan has formulated the Sustainability Policy to promote its sustainability
initiatives. This policy has been approved by the Board of Directors of Idemitsu Kosan

(established on October 19, 2021).

Idemitsu Group Sustainability Policy

Idemitsu Group Sustainability Policy

As a reliable partner, the ldemitsu Group fulfills the following three responsibilities through its business activities: "Protect the Environment and
Lifestyles," "Support Regional Communities," and "Provide for Society with Technological Capabilities." The ldemitsu Group discloses informa-
tion appropriately, engages in eamest dialogue and collaboration with stakeheolders, and aims to enhance its corporate value while remaining
a sustainable company that observes the following priority policies.

Environment

B While fulfilling the Idemitsu Group's crucial social rnissicn| of maintaining the stable supply of energy and materials, we continue striving to
realize carbon neutrality, not only within the ldemitsu Group but also throughout society.

B 'Wa promote the developrment of innovative technologies, pursus the advance mitigation u:-i= anvironmental risks in our business activities, and

contribute to the consarvation of the natural ervironment as well as the realization of a circular economy.

Society

B The ldemitsu Group places the highest pricrty on respect for human rights in all its decisions and actions, and strives in ts business activitias

to prevent and ameliorate adverse impacts on hurman rights.

B By implementing diversity and inclusion measures, we leverage our diversa capabilities to grow as a company and contribute to the realization

of inclusive societies.

B Working together with our partners, we contribute to the realization of a sustainable socisety throughout the supply chain.

B 'Wa make maximum use of our resources to co-create solutions that mest the needs of regional communities.

Governance

B Tha ldemitsu Group seaks to enhance deliberations by the Board of Directors and cortinuas to improve its effectivenass.

B We comply with international nomns concaming the environment, human rights, lakor, safety, and anticomuption.

B 'Wa conduct fair and honest management, identify material risks, and implemeant approprate rfisk management measures.

From Idemitsu Integrated Report 2021

Sustainability Promotion Structure

To conduct management from the
perspective of sustainability, Idemitsu
Kosan established the Corporate
Sustainability Department to
coordinate and manage ESG issues
across departments, including climate
change and human rights.

Each ESG issue is overseen by a
designated department, with its
progress reported to the Management
Committee by the director in charge of
ESG. The Management Committee

Board of Directors

BT e s

Managameant Committes
I

Director in Charge of ESG Safaty & Environmental

Protection Headguarters
Corporate Sustainalility GM of the Safety &
Department Environmantal
Protection Headquarters
ESG-Related Departments Wirector)
|

Diapartmentsa
Affiliated Companies

From Idemitsu Integrated Report 2021

discusses important policies and measures related to sustainability, reporting the deals
to the President and, when needed, the Board of Directors.
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Under this management structure, Idemitsu Kosan is committed to solving environmental
and social issues and strive to achieve sustainable growth of the company.

Materiality as a priority topic for management

Idemitsu Group believes that its mission is to continue supplying the energy underpinning
people’s lifelines while contributing to the development of society. To this end, it has
identified six materiality issues that it should prioritize during the period of the Medium-
term Management Plan. Recently, the environmental burden of energy use has become
a major social issue, and the Company recognizes "harmony with the global environment
and society" as an important and urgent theme.

Idemitsu Group'’s priority topics (materiality)

Main relevant SDGs

Materiality

Major initiatives

Structural reforms to core
revenue-generating businesses

= Pursuing profits in the petroleum business (maximizing integration
synergies, making refineries more reliable) me P, 39-42

.

Build a strong supply chain and further = Enabling Nohi Son Refinery to contribute to profits m P, 42
strengthen stability and competitiveness = Utilizing the Pacific Rim supply chain to capture growing demand § e
through collaboration with parinersinthe core i Asia me £ 40 A
evenue-generating businesses centered o g development in Southeast Asia s pp.51-52 i
petroleum products and chemicals.

= Expansion of business scale and domains (ME&As on a scale of

¥100 billion during the Medium-term Management Plan period)

Expansion of growth businesses = pp. 35-38 § e,

Expand business scale and scope by
strengthening R&D in growth fields such as
functional materials and renewable energy,
which are becoming increasingly necessary
in the world.

Creation of next-generation
businesses

Accelerate technological innovation and
innovation beyond organizational
frameworks to create new businesses with
an eye to the future.

= Increasing the share of functional materials business to 30%
by 2030 = pp.45-48

= Increasing total power generated from renewable energy overseas
to 5GW by 2030 (of which, 4GW is renewable energy)me p.50

= Transformation of solar-power business s pp.49-50

= Black pellet development (biomass fuel) e p.52

= Strengthening the development of functional materials utilizing
open innovation me pp.53-54

Il<

|

o

= Creating new businesses with an eye on social changes,
diversifying customer needs, and lessening environmental impact
= pp.25-34

= Development of next-generation service station business
= pp.41-42

= Distributed energy business m pp.49-50

= Circular business me pp.44, 50, 71

|

0

17| 8

mﬂ:zlewn'tl:nu;esglglz‘; = Efforts to reduce GHGs (2030: —4 milion t-COz compared to 6 5=, T —
‘ 2017) = pp.20, 67-70 @1 v

Promote measures fo realize a low-carbon = Contributing to the areas where we operate business sk pp.25-32 ‘“

and circular economy in light of climate = Implementing diversity and inclusion initiatives m pp.75-78 R

change risks, and promote diversity and
inclusion in partnership with business
partners, communities, and employees.

Progress In governance

Strengthen governance functions to
maintain the trust of sharsholders and all
other stakeholders.

Acceleration of digital innovations
Capitalize on evolving digital technologies
to transform existing business processes
and management in response to the
business environment and customer needs.

= Making work more rewarding for employees me p.78
= SDG educational activities me p.23

0

= Enhancing the roles and functions of the Board of Directors
= pp.59-64

= Utilizing digital technologies to create new value me pp.18, 33-34

-

&
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From Idemitsu Integrated Report 2021
Materiality Identification Process

Idemitsu Kosan has defined a process for identifying materiality issues. The first step in
identifying materiality was to identify environmental and social issues that may be related
to Idemitsu Kosan's business activities, with reference to such international guidelines as
the GRI Standards and evaluation criteria of the SDGs and ESG evaluation organizations
for non-financial information disclosure (Step 1). Secondly, Idemitsu Kosan conducted a
wide-ranging survey to determine each issue’s important to stakeholders, both internal
and external (Step 2). And then, Idemitsu Kosan ensured that the results of these
evaluations were aligned with the Medium-term Management Plan, by verifying the
priority level and relevance of each issue (Step 3). Finally, the final decisions were made
after discussions via the Management Committee chaired by the president (Step 4).

Idemitsu Group’s Materiality Identification Process

High &
Step 1 Identification of the Issues Based on social and manage-
Wit reference to such rtemationl guidelines s the GRI Standards and ment relevance, issues con-
ewaluation criteria of tha SDGs and ESG avaluation organizations, we idartifiad sidered a priority for both inter-
envirormental and social isues that may ba related to our business actiities,  IMPOTiaNGe nal and exterral stakehelders
fo soclety were sorted info the following

6 materialities

Step 2 Confirmation of thelr Importance to stakeholders 1. Structural reforms 1o

W conducted a wide-ranging survey to determine sach issus's cofe revenue-generating “
importanca to stakeholders, both intema and exterral.

2. Expansion of
Importance to

step 3 Allgnment with the corporate strategy Idemitsu orowth businesses ¥4
We ensured consistency with the Mediurn-tamn Managamant Flan, 3. Creation of next- é
werifying the pricrity level and ralevance of sach issus generation businesses

4. Harmony with the .

global environment <

Step 4 Management discusslons and decisions and society
Final decisions weare made after dscussion via tha Management 5. Progress in 513
Cormmittes chaired by the Presidant. govemance

6. Acceleration of 2l
digital innovations 1t

From Idemitsu Integrated Report 2021

Contributing to the achievement of the Sustainable Development Goals (SDGs)

In the process of identifying materiality gpas where we make a larger difference
issues to strive as a priority topic for

management, Idemitsu Kosan considered
that the impact on the SDGs through the &

promotion of these initiatives is important,

and the impact of any business activity

targeting materiality will, to varying degrees, extend to all the SDGs. Idemitsu Kosan
considered the fact that each SDG is interconnected. Idemitsu Kosan believes it can
especially contribute to the achievement of the following three SDGs through its business
activities: Goal 7 (ensure access to affordable, reliable, sustainable and modern energy
for all), Goal 9 (develop resilient infrastructure, promote inclusive and sustainable
industrialization, and increase innovation), Goal 11 (make cities and human settlements
inclusive, safe, resilient and sustainable).

9 orvemen
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In addition, its efforts to
achieve these goals may
lead to increase
environmental burden in
the form of higher
resource  consumption
and GHG emissions. Recognizing that its business activities might impose a burden in the
five areas on the right and keep Idemitsu Kosan from achieving the goals, it recognizes
the necessity of making serious efforts to address this. Idemitsu Kosan is considering
measures to minimize or eliminate the negative impact of its operations on these social
issues. Specifically, it has set reduction targets for GHG emissions related to the use of
petroleum resources and the risk of climate change and is implementing measures to
achieve them. The entire group of Idemitsu Kosan will also work together promote the
recycling solar panels and petrochemical, including plastics.

SDGs requiring attention due to risks arising from business activities

Long-term Business Environment Assumption toward 2050 (addressing
Climate Change as a materiality issue)

Idemitsu Group recognizes that addressing climate change is one of the most important
issues to be tackled on a global scale and is making the most of the Group's assets to
resolve the issue from both "mitigation" and "adaptation" perspectives. Specifically,
Idemitsu Kosan is analysing energy demand and climate change impacts in Japan and
the Asia Pacific region using multiple scenarios to identify risks and opportunities that
may arise in the future, assuming a business environment in 2050, and reflecting the
results in our business strategies and plans.

Long-term energy business environment scenarios towards 2050

Azure scenario is hecoming

more plausible with recent ,,Sgeglilr;ﬁ;,
acceleration in decarbonization . s :

- . High economic growth in
Asia-Pacific Asia; Growth in petroleum
Petroleum Demand w demand outpaces effort to

-' reduce CO2 emissions
Scenario 2:

Slower economic growth in Asia;
Solutions to environmental issues
shelved

: address environmental issues
Scenario 4:

“Azure” National governments focus on green
recovery from COVID, promoting
decarbonization and economic recovery

Now ~2030 ~2050

, Governments and businesses respond
ecrease \ more strongly to opportunities to

& idemitsu oo e s . g s

From Idemitsu Kosan Medium-term Management Plan (FY2020-2022), May 11, 2021
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Corporate vision and basic strategy toward 2030

Idemitsu Kosan is seriously considering to changes in the business environment, including
climate change, while envisioning the above scenarios. At the same time, Idemitsu Kosan
believes that it is its responsibility to both fulfil its social mission of ensuring a stable
supply of the energy and contribute to the resolution of social issues and has set forth
this as its "Corporate vision for 2030", using the term "Your Reliable Partner for a Brighter
Future". In Corporate vision for 2030, Idemitsu Kosan will fulfil its three responsibilities
in the business domains of "Energy/material transition to a carbon neutral/circulatory
society"”, "Next generation mobility & community for an aging society"”, and "Advanced
materials to make it possible to overcome such challenges”.

Corporate vision for 2030

We believe it is our responsibility to contribute to social challenges in addition to
providing stable energy supply.

Our corporate vision for 2030 is to become

Your Reliable Partner for a Brighter Future

and we will fuffill three responsibilities through our business activities:

’Fsﬁpg;wwiu loprateciibe environment and lifestyles:
:Energyf'material transition toja carbon neutral/circulatory society

————— -

) o 08y ) w4 ) e o e P
j Next generation mobility & community}‘or an aging society

Hespensilsility doprevidefpr society with technological capabilities:
1 Advanced materials t}: make it possible to overcome such challenges

We will fulfill the three responsibilities through our business activities.

From Idemitsu Integrated Report 2021

To realize "Corporate vision for 2030", Idemitsu Kosan has also established "Basic
strategies for 2030" and will implement the three basic strategies of engaging in ROIC
management, evolving the business platform, and creating an open, flat, and agile
corporate culture. Idemitsu Kosan uses internal carbon pricing for investment decisions
in ROIC management, and it is expected that the economic impact of GHG emissions will
be considered more than ever for the business strategies and investment planning.
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Basic strategy for 2030

= Enhance capital efficiency and create a strong corporate structure to
increase risk tolerance
® |n addition to managing our portfolio, apply ROIC management
methodology to accurately measure performance results of each
DTS TS OB == = = = o o o o o o o

RO (}E;gaangaeggmen ‘ I = Use ICP (internal carbon pricing) for investment decisions 1

Aim to become a resilient company that can adapt flexibly to
any environmental change amid extreme uncertainties in
the long-term operating environment

——— ————— o ————— -

ROIC Management

ﬂ TTTTTTTTTTTTT T L___""___"""I
@ ped =/ v N
Evolve the Create an open, flat, and
business platform agile corporate culture Business strategy

Business strategy for 2030 and portfolio transformation for the future

In line with the basic strategy for 2030, Idemitsu Kosan is working on business strategies
for each segment organized in the table below.

Business strategy for 2030

Petroleum
Basic Chemicals

= Turn apollostation into a “Smart Yorozuya (Smart One-Stop Shop)”

= Review refinery/complex structure and turn it into a “CNX* Center” in the area

= Reduce fixed costs ahead of decrease in demand

= Deepen integration of refining and petrochemical production

m Enabling profit contribution form Nghi Son Refinery *GNX: Carbion Neutral Transformation

Functional Materials

m Commercialize lithium solid-state electrolytes
m Accelerate development of advanced materials (e.g. electronic materials, performance chemicals, lubricants,
grease, functional paving materials, agri-bio products)

Power and Renewable Energy

= Expand development of renewable energy sources (solar/wind/biomass)
m Develop distributed energy business centered around renewable energy
= Convert Solar Frontier's module sales business into a system integrator business

Resource

= Qil E&P: Shift to Southeast Asian gas development, CCS initiatives using developed technologies
m Coal: Reduce mine production, shift to low-carbon solution business (black pellets, ammonia)
m Expand domestic and overseas geothermal business

From Idemitsu Kosan Sustainability Data Book 2021

The aim of this business strategy is to realize the 2030 vision and Idemitsu Kosan’s
portfolio transformation for 2050. First, through an "Energy/material transition”, Idemitsu
Kosan is shifting to new forms of energy, such as renewable energy, biomass, and
sustainable fuels, with aiming low carbonization of its petroleum and basic chemicals
segments.
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In its new business areas of "Next-generation mobility & community" and "Advanced
materials", Idemitsu Kosan is making apollostation outlets a smart one-stop shops "Smart
Yorozuya" that will change the business model of service stations and lead to next-
generation mobile services, such as EVs, and developing high performance material
products (lithium solid-state electrolytes) that can be directly used in EVs. Idemitsu Kosan
has declared that it will promote carbon neutrality towards 2050 by focusing on the new
markets that will be created by the arrival of a carbon-neutral society, and by shifting its
business portfolio to mitigate climate change through value co-creation inside and outside
the company.

Portfolio transformation for the future

Portfolio transformation for the future —

r— ——— 3_5—-ﬁ"—-7-— - T -

___.--—-1" Advanced materials | 1
Lithium solid-state electrolytes, electronic lﬂﬁ#mmmw_l =!
- lubricants, grease functional paving materials, agri-bio products i

T : Next-generation mobility & community : |

1 Ultra-compact EVs/livelihood support |

N S

B i S el e ey e e e o e e e ]

Earnings ~~==--IT0T 7T 6 @ 9 ’}%,—_‘“—
T SR - _-:"\.\‘ I Renewable energy, biomass synthetic fuel,
Fossil fuel, basic chemicals P hydrogen ammonia, biochemical | /

BTy recycling/circular business |, ¢
‘\,--~—- ——_—— :
. = :
e i
I Energy/material transition :
N o o o o i ——— -
2020 2030 2050

From Idemitsu Integrated Report 2021

Transition plan for achieving carbon neutrality

To realize this business portfolio shift, Idemitsu Kosan is working to supply the energy
and materials needed by customers and society by strengthening and expanding existing
business domains (saving energy and shifting to zero-emission electric power, offering
environmentally friendly products and services, and expanding renewable energy power)
and quickly establishing new business domains (expanding the sully of biomass fuels,
expanding circular businesses, and developing revolutionary technologies and adopting
them). Idemitsu Kosan is taking actions to realize a carbon-neutral transformation (CNX)
concept through the addition of the six functions to its refineries and complexes and by
positioning them as new bases operating as low-carbon and resource-recycling energy
hubs.
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Idemitsu Kosan's CNX Concept

Through co-creation with communities and the environment,
we will'create a carbon-neutral recycling-based society.

Carbon-Neutral L Turning refineries and complexe:s into
Transformation Concapt b low-carbon and resource-recycling energy
P i hubs with the following six functions
o

Idemitsu’ s Six Focus Areas

Saving energy and shifting to Expanding the supply of

zero-emission electric power biomass fuels
Offering environmentally : ; :
; : Expanding circular businesses
friendly products and services P 9
Expanding renewable Developing revolutionary
energy power technologies and adopting them
Existing business fields New business fields

From Idemitsu Integrated Report 2021

In addition, Idemitsu Kosan has created the following transition plans for recycling, the
use of non-petroleum resources, and the transformation of the petroleum business. The
projects that require transition financing are included in these initiatives. Regarding these
initiatives, Idemitsu Kosan collaborate with communities and other companies to roll out

activities while receiving support from experts and national interests at home and
overseas.

Idemitsu Kosan'’s transition plan for achieving carbon neutrality

Technological Establishment Period 2030 Resource Securement Period 2040 Expansion Period 2050
Turning waste plastic
into petroleum

Waste-related oils

Heat resource recovery

Establishing a

Waste plastic recycling

recycling-based
Exhaust gas - o
conversign technology society Waste-related raw materia
(Ethanol)

CO:z recycling

Local incineration
centers

Bioethanol importing terminal . . Expa e g q
Using SAF Bioethanol overseas production /| B1© plﬁtlcs>- Hig/piaEhEs
non-
petroleum A ; - Ex ing the hyd d
mmonia Building a hydrogen and panding the hydrogen an
resources importing terminal ammorﬁa su{:ﬁlarygcl'lain ammonia business

Transforming Cooperation between refineries Developing high ; 1 refini
mebﬂ:itr'lgls%um and local communities value-a%dgd businesses Shift from crude oil refini

7 ______ B e o2

*SAF: Sustainable Aviation Fuel

From Idemitsu Integrated Report 2021
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About Transition Finance
Investment plan for carbon neutrality

Idemitsu Kosan is aiming to become a resilient company that can adapt flexibly to any
environmental change amid extreme uncertainties in the long-term operating
environment. Considering the climate change risk, Idemitsu Kosan has established
internal carbon pricing of investments related to new projects and decided to carry out
trial-basis investment studies that reference the economic impact of carbon dioxide (CO;)
emissions. Based on this premise, it has created basic policies and corporate strategies
for 2030 in five segments (Petroleum, Basic chemicals, Functional materials, Power and
renewable energy, and Resource), and are planning strategic investments in its medium-
term management plan. Part of this investment plan is reflected in the use of proceeds
for Idemitsu Kosan’s Green/Transition Bond that will be issued in line with the
Green/Transition Bond Framework.

Strategic investment plan in five segments in Medium-term Management Plan (FY2020-2022)

Investment breakdown Breakdown of strategic
investments

¥570 bn

Petroleum /Basic Chemicals

* Smart Yorozuya(one-stop-shop)
+ CNX Center

- + Integration of
) Strateg [ refinery/petrochemical production
investments )
¥270 bn Functional
. Materials
¥100 bn electrolytes
; » Overseas
k development of

lubricants
» Expansion of the

Maintenance ™ Resources e et
H M = European E&P
InveStmsnts h = Gas development in SE Asia Powe r/
¥300 bn 7 = Black pellets
L e Renewable
Energy
+ Overseas solar power
development
& idemitsu Conan s M s s

From Idemitsu Kosan Medium-term Management Plan (FY2020-2022), May 11, 2021

The Significance of Transition Finance and Idemitsu Kosan’s Green/Transition
Bond Framework

Idemitsu Kosan's transition efforts are in line with the Japanese government's 2050
carbon neutrality declaration, the Strategic Energy Plan, and the METI's Transition
Roadmap for Oil Sector, Chemical Sector, and Electric Power Sector, respectively.
Idemitsu Kosan is convinced that the issuance of the Green/Transition Bond is positioned
as a fund procurement for the realization of a carbon-neutral society, and it will provide
an opportunity to communicate its efforts to stakeholders. Idemitsu Kosan plans to revise
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its long-term strategies, such as its energy business environment scenario and medium-
term management plan, as needed, in the event of major changes in the external
environment and other factors that were assumed.

Company name: Idemitsu Kosan Co., Ltd.
Framework Name: Idemitsu Kosan Green/Transition Bond Framework
Name of external review body: DNV Business Assurance Japan K.K.

Date of report: 18 March 2022
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II. Scope and Objectives

Idemitsu Kosan has commissioned DNV to assess the "Idemitsu Kosan Co., Ltd. Green/
Transition Bond Framework (hereinafter, the "framework"). Our objective has been to
implement an assessment on whether the framework meets the criteria established on CTFH,
CTFBG, GBP, and GBGLs to provide a second party opinion on the eligibility of the framework.

DNV, as an independent external reviewer, has identified no real or perceived conflict of
interest associated with the delivery of this second-party opinion for Idemitsu Kosan.

In this report, no assurance is provided regarding the financial performance of the framework,
the value of any investments, or the long-term environmental benefits of the transaction.

(1)Scope of review"

The review assessed the following elements and confirmed their alignment with the gist of GBP/GBP:

Use of Proceeds

Management of Proceeds

Process for Project Evaluation and Selection

Reporting

*The scope of review is to be applied as a part of the evaluation of the transition finance with use of proceeds
*The four disclosure elements of CTFH and CTFBG are included in the scope of review

(2)Role(s) of review provider

Consultancy (incl. 2" opinion)
O Verification

O Other (please specify):

(3) Standards/Guidelines to be applied

|
a

Certification

Rating

No. Standards/Guidelines

Scheme Owner

1. The Climate Transition Finance Handbook (CTFH)™!

International Capital Markets Association (ICMA), 2020

Basic Guidelines on Climate Transition Finance

Financial Services Agency of Japan, Ministry of Economy,
Trade and Industry of Japan and Ministry of Environment of

CTFBG)™

( ©) Japan, 2021
3. Green Bond Principles (GBP)*2 International Capital Markets Association (ICMA)
4, Green Bond Guidelines (GBGLs)™ Ministry of the Environment, 2020

*1 Climate Transition: The concept of climate transition focuses principally on the credibility of an issuer’s climate change-related

commitments and practices (quoted and edited from CTFH and CTFBG)

*2 It confirms compliance with the four core elements (use of proceeds, process for project evaluation and selection, management of

proceeds, and reporting) that must be met when implementing as a bond/loan that meets the four elements of transition and has a specific

use of proceeds (quoted and edited from CTFBG).
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III. Responsibilities of Idemitsu Kosan and DNV

Idemitsu Kosan has provided the information and data used by DNV during the delivery of this
review. DNV's second party opinion represents an independent opinion and is intended to
inform Idemitsu Kosan and other interested stakeholders in Idemitsu Kosan's green/transition
bond as to whether the established criteria have been met, based on the information provided
to us. In our work, we have relied on the information and the facts presented to us by Idemitsu
Kosan. DNV is not responsible for any aspect of the nominated projects and assets referred to
in this opinion and cannot be held liable if estimates, findings, opinions, or conclusions are
incorrect. Thus, DNV shall not be held liable if any of the information or data provided by
Idemitsu Kosan's management and used as a basis for this assessment were not correct or
complete.

IV. Basis of DNV’s opinion

To provide as much flexibility for the fundraiser, Idemitsu Kosan, as possible, we have adapted
our green and/or transition bond framework assessment methodologies, which incorporates
the requirements of the CTFH, CTFBG, GBP, and GBGLs, to create Climate Transition Finance
Eligibility Assessment Protocol for the framework (hereinafter, "Protocol"). Please refer to
Schedule-2. The Protocol is applicable to Idemitsu Kosan's framework under the CTFH, CTFBG,
GBP, and GBGLs.

Our Protocol includes a set of suitable criteria that can be used to underpin DNV's opinion. The
overarching principle behind the criteria is that a Climate Transition Finance should "provide
an investment opportunity with transparent sustainability credentials" and" enable financing
and investment for new or existing projects that provide environmental benefits."

As per our Protocol, the criteria against Idemitsu Kosan's framework to be reviewed is grouped
into the following elements, represented by the CTFH, CTFBG, GBP and GBGLs:

(1) Four common components of transition finance

e Element 1: Issuer (Fundraiser)’s climate transition strategy and governance
The financing purpose should be for enabling a fundraiser’s climate change strategy.

¢ Element 2: Business model environmental materiality

The planned climate transition trajectory should be relevant to the environmentally
material parts of the fundraiser’'s business model.

o Element 3: Transition is science-based including targets and pathway

Fundraiser’s climate strategy should reference science-based targets and transition
pathways
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¢ Element 4: Implementation transparency
Market communication in connection with the offer of a financing instrument which
has the aim of funding the fundraiser’s climate transition strategy should also provide
transparency of underlying investment program

(2) Four common components of a green/transition bond with use of proceeds

e Principle 1: Use of Proceeds

The Use of Proceeds criteria are guided by the requirement that a fundraiser of
transition finance with use of proceeds must use the funds raised to finance eligible
activities. The eligible activities should produce clear environmental benefits.

e Principle 2: Process for Project evaluation and selection

The Project Evaluation and Selection criteria are guided by the requirements that a
fundraiser of a transition finance should outline the process it follows when
determining the eligibility of an investment using transition finance proceeds and
outline any impact objectives it will consider.

e Principle 3: Management of Proceeds

The Management of Proceeds criteria is guided by the requirements that transition
finance should be tracked within the issuing organization, that separate portfolios
should be created when necessary and that a declaration of how unallocated funds
will be handled should be made.

e Principle 4: Reporting
The Reporting criteria are guided by the recommendation that at least Sustainability
Reporting to the bond investors and loan lenders should be made of the use of
finance proceeds, and that quantitative and/or qualitative performance indicators
should be used, where feasible.

e Other: Review (External Review)

In cases where the fundraiser judges that an objective evaluation of its responses to
Principles 1 through 4 in (1) and (2) above is necessary, it is considered useful to
utilize a review by an external organization. Reviews include "second party opinion,"
"verification," "certification," and "rating."

V. Work Undertaken

Our work constituted a comprehensive review of the available information, based on the
understanding that this information was provided to us by the issuer in good faith. We have
not performed an audit or other tests to check the veracity of the information provided to us.
The work undertaken to form our opinion included:
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Pre-funding assessment

Creation of the fundraiser-specific Protocol, adapted to the purpose of transition finance,
as described above, and related to Schedule-2 of this report;

Assessment of documentary evidence provided by the fundraiser on the transition finance
and supplemented assessment by comprehensive desktop research. These checks refer
to current assessment best practices and standards methodology;

Discussions with the fundraiser, and review of relevant documentation;

Documentation of findings against each element of the criteria.

Post-funding assessment (*not included in this report)
Interviews with the fundraiser's managers and review of relevant document control
Field research and (if necessary)

Document creation of post-issuance assessment results

Observations

DNV’s findings and opinion are as described in (1) and (2) below:

(1) Four common components of CTFH and CTFBG (disclosure elements)

Element 1: Issuer (Fundraiser)’s climate transition strategy and governance

DNV has confirmed that the purpose of Idemitsu Kosan's green/transition bond financing
is consistent with its basic strategy towards 2030 and the business strategies itemized in
each business segment and is also in line with the vector of its efforts to realize a carbon-
neutral society in 2050. DNV also confirmed that an organization has been set up to lead
the carbon neutral initiative, and that an organizational structure (governance) has been
established to promote the initiative, monitor its progress, and ensure decision-making by
management. Details are as follows.

Climate Transition Strategies: With the emergence of a carbon-neutral society,
Idemitsu Kosan has set out in its corporate vision for 20303 and basic strategy towards
2030 to transform its business portfolio to respond to the trend toward decarbonization
and mitigation of climate change, as well as to anticipate new markets that will be created.
Idemitsu Kosan has created the following transition plan to realize the transformation of
its business portfolio. Idemitsu Kosan is planning to finance by green/transition bonds to
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implement specific initiatives. In developing its climate transition strategies and transition
plan, Idemitsu Kosan is keenly aware of the Japanese government's goal of achieving
carbon neutrality towards 2050, as well as its energy policy, including Japan's Strategic
Energy Plan. As a result, DNV confirmed that Idemitsu Kosan's Transition Plan is aligned
with the countermeasures in the roadmap for transition financing in the oil sector
published by the Ministry of Economy, Trade and Industry. DNV also confirmed that
Idemitsu Kosan's transition plan is consistent with the specific initiatives described in the
roadmaps for each the chemical sector and electric power sector that were also released
by METI. In addition, DNV has confirmed that the individual projects, related to production
and supply of sustainable aviation fuel (SAF), are consistent with the basic approach to
promoting the introduction of SAF, which is described in the "Schedule for the Promotion
of Decarbonization of Aviation" (the technical roadmap for transition finance in Aviation
Sector) released by the Ministry of Land, Infrastructure, Transport and Tourism (MLIT).

Idemitsu Kosan Co.,Ltd. Green/Transition Bond Framework, Second Party Opinion

Idemitsu Kosan's Climate Transition Strategy and METI's Technology Roadmap by Sector

1) Oil Sector

Technological EstablishmentPeriod 2030 3 Resource Securement Period 2040
= e ———————
i

Waste-related oils
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From Idemitsu Integrated Report 2021 and METI Roadmap for Oil Sector

2) Chemical Sector
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Artificial photosynthesis

Methanol production from hydrogen, C02, and synthetic gas

N

High-efficiency production technology

From Idemitsu Integrated Report 2021 and METI Roadmap for Chemical Sector
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3) Electric Power Sector
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From Idemitsu Integrated Report 2021 and METI Roadmap for Electric Power Sector

Governance structure to achieve carbon neutrality: Idemitsu Kosan has positioned
“Safety, Health, and the Environment” as a management foundation and has established
the Safety and Environment Protection Headquarters to promote initiatives to secure and
preserve this foundation. The role of the headquarters is to determine the medium-term
management plan, the annual basic policies, and priority issues associated with health,
safety, and the environment (HSE); to assess and evaluate performance through audits;
and to maintain, review, and improve the Safety Management System and the
Environmental Management System; and to instruct all department and major affiliated
companies on how to secure the management resources necessary to establish,
implement, maintain, and continually improve these Management System in order to
manage risks. The executive in charge of safety and environment (a Director) is appointed
by the President and Representative Director to serve as the General Manager of the
Safety and Environment Protection Headquarters, overseeing the headquarters as the
individual bearing the highest responsibility regarding safety, health, and the environment.
As a rule, the Safety and Environmental Protection Headquarters Meeting is held once a
year in December, where the Idemitsu Kosan's medium-term plan for the next fiscal year,
annual basic policies, priority issues, and other matters are decided based on a review of
the previous year and consideration of social conditions surrounding safety, health, and
the environment. In addition, the Board of Directors receives reports from the business
executives and provides on environmental issues, including climate change.
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Positioning of the Safety & Environment Division within the corporate governance
structure and safety and environmental management system

Board of Directors

Safety & Environmental Protection
Reporting T lSuper\dision, Appointment /Dismissal Headquarters
. . The General The executive in charge of
Business Execution LELECIl safety and environment (Director]

President & Representative Director
P! Members General managers of
business departments

Enterprise Risk Management
Management Committee Committee
i + i Safety, Environment (HSSE) &
Reporting fS[L)JiE:Q’iI:AOh Safety & Quality Assurance Department
" Supervision Environmental T 1
Reporting pervi Reportin Protection ji ili
M ffiliated
/Direction - P! g Headquarters Each department ?(?rrn?)a:?e:

Various Committees

»
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Managers Meeting

| |
I | I
Refineries and  Oil depots and Affiliated
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Supervision
/Direction
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From Idemitsu Kosan website

Climate change-related scenarios: Idemitsu Kosan evaluated the risks and
opportunities associated with climate change using a scenario analysis approach to
examine the energy transition and its impact on the Company due to decarbonization,
advances in environmental technology, and social change. The scenario analysis covered
energy demand and climate change impacts in the Asia-Pacific region and assumed the
business environment in 2050.

For example, its scenario analysis for the Asia-Pacific region assumes: Scenario 1, "Squall,"
in which high growth of Asian economies causes energy demand growth to outpace low-
carbon trends; Scenario 2, "Cloud," in which Asian economies slow and global
environmental issues are shelved; Scenario 3, "Prism," in which governments and
businesses respond to stronger momentum to address environmental issues; and Scenario
4, "Azure," in which national governments promote decarbonization and economic
recovery focusing on green recovery from the COVID-19 disaster.

Internationally widely recognized scenarios to which each scenario referred

Scenario 1 “Squall”: IEA, Current Policy Scenario
Scenario 2 "Cloud”: IEA, Stated Policy Scenario
Scenario 3 "Prism”: IEA, lies between the Stated Policy Scenario and Sustainable Development Scenario

Scenario4 “Azure”: IEA Sustainable Development Scenario

Idemitsu Kosan has been studying specific priority issues in its medium-term management
plan (FY2020~2022) announced in November 2019, with a strong focus on Scenario 3
"Prism," which requires a stronger environmental response for the Company. However, in
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May 2021, the Company announced a revision of its medium-term management plan,
considering the accelerating pace of decarbonization due to the Japanese government's
declaration of carbon neutrality towards 2050, in addition to the significant changes in the
business environment due to the subsequent spread of the COVID-19. In addition to the
fact that Scenario 3 "Prism" is not a scenario that will achieve the Paris Agreement target
and considering the current global trend of decarbonization that is about to accelerate
significantly, the revised medium-term management plan indicates that the business will
proceed with a strong recognition of the possibility of Scenario 4 "Azure" that meets the
2°C target of the Paris Agreement.

Long-term energy business environment scenarios toward 2050

> L .
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From Idemitsu Kosan's Medium-term Management Plan Revision (FY2020~2022) (May 11, 2021)

Under the Scenario 4 "Azure", various countries cooperate to act and begin shifting the
structure of their energy systems to contain the global temperature rise to below 2°C by
the end of the century. In this scenario, for example, if fossil fuel use within the Asian
Pacific region peaks in 2025, Japan’s domestic fossil fuel demand compared to 2019 can
be expected to decrease 30% by 2030, 60% by 2040, and 80% by 2050. Fiscal year 2022
is the final year of the current medium-term management plan, and business environment
scenarios will be examined again in the formulation of the next medium-term
management plan, considering the trend toward decarbonization and other factors.
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Climate Change-related risks and opportunities: Idemitsu Kosan examines the risks
and opportunities related to climate change that it may face based on scenario analysis.
Regarding transition risks, Idemitsu Kosan recognizes that the spread of electric vehicles
and changes in consumer awareness will lead to a decline in demand for fuel oil, as well
as a loss of reputation in the fossil fuel business. On the other hand, regarding
opportunities, Idemitsu Kosan recognizes the contribution to the realization of a low-
carbon society and the expansion of business opportunities, such as the growing demand
for renewable energy and environmentally friendly products. Idemitsu Kosan and its group
companies aim to transform its business portfolio to become a resilient corporate entity
by addressing these risks and strengthening business initiatives to capture opportunities.

Climate Change-related risks and opportunities

Classification Matters to be evaluated Responses and initiatives
Transition Decline in demand for petroleum = Market monitoring and the establishment
risks products due to the spread of EVs and of optimal production, supply, and sales
changes in consumer awareness systems

= Departure from the business portfolio
depending on fossil fuel

Decline in energy prices due to = Strengthening of the competitiveness of
technological advances the entire supply chain

Possibility of divestment of the coal = Development of black pellets and
business biomass co-firing technology

Decline in the reputation of the oil and = Strengthening of external engagement
coal businesses

Introduction of carbon pricing = Internal discussions of carbon pricing
Physical risks | Suspension of equipment operation and | = Reinforcement of equipment
production sites damage due to maintenance and strengthening of the
abnormal rainfall and others supply chain
Impact of sea-level rise on = Measures such as reinforced seawall and
manufacturing and distribution bases relocation of control rooms
Opportunities | Expanding demand for renewable = Development of renewable energy
energy sources in Japan and overseas
Strengthening of IMO (International = Efficiency improvement and
Maritime Organization) regulations reinforcement of refinery facilities
Increasing demand for environmentally | = R&D and overseas expansion of
friendly products with low lubricants for electric vehicle units,
environmental impact advanced greases, and biological
pesticides
Increasing demand for energy-saving = Development of applications for next
materials generation materials and

commercialization of all solid-state

lithium-ion battery materials
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Development of distributed energy = Development of and entry into VPP
resource systems (Virtual Power Plant) control services

Development of the circular economy = Development of recycling technologies
for waste plastics, solar panels, carbon,

etc.
Advent of the MaaS (Mobility as a = Development leveraging the existing
Service) society refuelling network and entry into ultra-

compact EVs

Development of natural gas resources = Shifting focus from oil to gas

From Idemitsu Kosan website

Transition pathway: Idemitsu Kosan aims to achieve carbon neutrality (net zero CO:z
emissions) for emissions from its own operations (Scope 1 + 2) by 2050, as a long-term
goal.

Transition pathway toward carbon neutrality by 2050
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From Idemitsu Integrated Report 2021

As an interim target, Idemitsu Kosan has set a management target of A4 million tons for
the reduction of CO2 emissions in FY2030, taking into account the actual reduction of A
1.36 million tons in FY2020 (Scope 1+2), with FY2017 as the base year. Idemitsu Kosan
has confirmed that this interim target is set to be on track toward the long-term goal.

Page of 27 of 91



DNV

Idemitsu Kosan Co.,Ltd. Green/Transition Bond Framework, Second Party Opinion

FY2030 Management Targets

FY2030 Management Targets
FY2020 FY2030

¥92.8 b ¥250 bn
N 3. 7
~1.36 million t —4 million t

*compared to FY2017; includes group refirerias

From Idemitsu Integrated Report 2021

Roadmap by Sector: Idemitsu Kosan's transition strategy is based on the Roadmap for
“Transition Finance” in Oil Sector" (hereinafter, "Oil Sector Roadmap") and "Electric Power
Sector Transition Roadmap" (hereinafter, "Electric Power Sector Roadmap") published by
METI in February 2022, as well as We have confirmed that the measures are consistent
with the specific measures described in the "Technology Roadmap for "Transition Finance"
in Chemical Sector" (hereinafter, "Chemical Sector Roadmap"), also published by the
Ministry of Economy, Trade and Industry in December 2021.

The Oil Sector Roadmap is designed to be consistent with the national emission reduction
targets (NDCs) established under the Paris Agreement, the Green Growth Strategy, and
the R&D and social implementation plans in the Green Innovation Funds. The Oil Sector
Roadmap states that transition pathways can vary depending on individual country
circumstances, and that transition efforts in Japan should be integrated with the Japanese
government's energy policy, including the Strategic Energy Plan. The Oil Sector Roadmap
provides a broad picture of transitions in the oil sector and serves as a useful guide for
companies when evaluating the appropriateness of their transition strategies. In this
regard, DNV has confirmed that Idemitsu Kosan's business (transition) strategy and
specific measures (e.g., energy saving, renewables, biofuels, SAF, ammonia supply chain,
waste plastic recycling, etc.) are integrated and consistent with the objectives of the Oil
Sector Roadmap, namely, the national energy policy. The company.

And the Chemical Sector Roadmap indicates that a product that contributes to the
decarbonization of other industries (e.g., lithium-ion batteries for EVs, in automotive
industry) could be eligible for transition financing, which is consistent with Idemitsu
Kosan's development of functional materials products. The Chemical Sector Roadmap also
includes measures for energy savings and higher efficiency in naphtha cracking, which is
consistent with Idemitsu Kosan's "Deepen the integration of refining and petrochemical
production,” in other words, energy savings and higher efficiency in refineries and other
production systems.
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Furthermore, the Electric Power Sector Roadmap said that “it is important to promote
initiatives such as zero-emission thermal power generation (hydrogen, ammonia, biomass
co-firing, dedicated firing/CCUS, etc.)." DNV has confirmed that this is in line with Idemitsu
Kosan's efforts to provide low-carbon solutions through coal-fired power generation.

In addition, DNV has confirmed that the individual projects, related to production and
supply of sustainable aviation fuel, are consistent with the basic approach to promoting
the introduction of SAF, which is described in the "Schedule for the Promotion of
Decarbonization of Aviation" (the technical roadmap for transition finance in Aviation
Sector) released by the Ministry of Land, Infrastructure, Transport and Tourism (MLIT).

Environmental and social impacts other than climate change: DNV has confirmed
that Idemitsu Kosan recognizes that petroleum is an essential energy source for people's
daily lives and economic activities, and that the petroleum refining industry plays a central
role in the stable supply of petroleum in Japan. In terms of just transition, DNV has
confirmed that the "Smart Yorozuya" concept and the conversion to a CNX center ensure
that the project will not result in the loss of jobs. In advancing specific initiatives, Idemitsu
Kosan also proceed with consideration for a just transition, while placing importance on
the concept of "truly inspired" in its corporate philosophy, that is, “how often do we
consider the countries and communities we touch, and how much empathy do we have
for the people living there?”

Responding to significant changes in the external environment: DNV has confirmed
that Idemitsu Kosan plans to revise its own energy business environment scenarios,
medium-term management plans, and other long-term strategies as needed in the event
of major changes in the external environment or other factors that were assumed.
Regarding scenario analysis, as mentioned above, we plan to begin reviewing Scenario 4
"Azure", referring to IEA's SDS, for the next medium-term management plan, with a
strong recognition of the possibility of meeting the 2°C target of the Paris Agreement.

Element 2: Business model environmental materiality: DNV has confirmed that
Idemitsu Kosan has planned business strategy as a transition strategy and that the
transition trajectory relates to an important part of the issuer's business model in terms
of environmental aspects, particularly climate change response. It also considered several
future scenarios affecting climate change response. Details are as follows.

Environmental material issues (materiality): Idemitsu Kosan has selected six
materialities to be prioritized through an internal process to identify critical issues
(materiality). In terms of the environment, the fourth materiality is "Harmony with the
Global Environment and Society," as the environmental burden of energy use has become
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a major social issue in recent years, and we recognize that addressing climate change is

an important and urgent theme.

Materiality Issues that Idemitsu Group Should Prioritize

Materiality Major initiatives Main relevant SDGs
m-glerﬁemr:::gtﬁ:esm L Pursuiljg proﬂts_ in the petoleum bugineﬁs (maxdmizing integration ]
_ synergies, making refineries more refiable) m P 33-42 E
Buid a strong supply chain and further = Enabling Nghi Son Refinery to contribute to profits me B 42
strengthen stabiity and competitiveness = Utilizing the Pacific Rim supply chain to capture growing demand § mmvam
through collaboration with pariners inthe core  Aciame P 40 ~
revenue-generating businesses centered on = Gas development in Southeast Asia me pp.51-52 11

petroleumn products and chemicals.

Expansion of growth businesses

Expand business scale and scope by
strengthening R&D in growth fields such as
functional materials and renewable energy,
which are becoming increasingly necessary
in the worid.

Creation of next-generation
businesses

Accelerate technological innovation and
innovation F2yond organizational
framev~

create new businesses with

Promote measures to realize a low-carbon
and circular economy in light of climate
change risks, and promote diversity and
inclusion in partnership with business
partners, communities, and employees.

Progress in governance

Strengthen govemance functions to
maintain the trust of shareholders and all
other stakeholders.

Acceleration of digital innovations
Capitalize on evolving digital technologies
to transform existing business processas
and management in response to the
business environment and customer needs.

= Expansion of business scale and domains (M&As on a scale of
¥100 billion during the Medium-term Management Plan period)
= pp. 35-36

®» Increasing the share of functional materials business to 30%
by 2030 we pp.45-48

= Increasing total power generated from renewable energy overseas
to 5GW by 2030 (of which, 4GW is renewable energy) me p.50

= Transformation of solar-power business me pp.49-50

= Black peliet development (biomass fuel) me p.52

= Strengthening the development of functional materials utilizing
open innavation me pp.53-54

= Creating new businesses with an eye on social changes,
diversifying customer needs, and lessening environmental impact
=» pp.25-34

» Development of next-generation service station business
b pp.A1-42

w» Distributed energy business me pp.49-50

m Circular business e pp 44, 50, 71

=
Bk

= Efforts o reduce GHGs (2030: —4 million t-COz compared o
2017) m» pp.20, 67-70

= Contributing to the areas where we operate business me pp.25-32

= Implementing diversity and inclusion initiatives me pp.75-78

= Making work more rewarding for employeesm p.78

® 2DG educational activities e p.23

= Enhancing the roles and functions of the Board of Directors
= pp.59-64
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N
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= Utilizing digital technologies to create new value me pp. 18, 33-34
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From Idemitsu Integrated Report 2021

Climate change-related scenario and disclosure based on TCFD recommendations:
Idemitsu Kosan examines the risks and opportunities associated with climate change using
a scenario analysis approach that considers multiple future scenarios for the energy
transition and its impact on the Company due to decarbonization, advances in
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environmental technology, and social change. Idemitsu Kosan also declared the support
for recommendations issued by the Task Force on Climate Financial Disclosures (TCFD)
and became a TCFD signatory in February 2020, confirming that the climate change
response, including scenario analysis in Idemitsu Group, has been implemented in line
with the TCFD recommendations and appropriately disclosed to stakeholders using the
TCFD framework.

Element 3: Science-based climate transition strategies, including goals and
pathways

DNV has confirmed that Idemitsu Kosan's transition strategy is based on science-based
goals and pathways for transition. Details are as follows:

Scientific Basis/Harmonization with the Paris Agreement: Idemitsu Kosan is strongly
aware of the alignment with the Oil Sector Roadmap published by the Ministry of Economy,
Trade and Industry as a precondition for constructing the Transition Strategy. This
roadmap is based on the Japanese government's approach of aiming for carbon neutrality
in 2050 and a 46% reduction in greenhouse gas emissions in 2030 compared to the fiscal
2013 level, which is consistent with the Paris Agreement. It is also positioned as a
technology roadmap that outlines specific measures such as steady low carbonization
through energy savings and fuel switching promotion, decarbonization through reform of
refining processes and introduction of innovative technologies such as CCS and CCU, and
a shift to a supply system of decarbonized fuels such as synthetic fuels. Idemitsu Kosan's
transition plan is consistent with these measures in the roadmap. DNV also confirmed that
Idemitsu Kosan's transition plan is consistent with the specific measures in both the
Chemical Sector Roadmap and the Electric Power Sector Roadmap, which were also
published by the METI.

CO; Emission Reductions Image (Idemitsu Kosan and METI Roadmap)

Amount of CO2 Emitted / Removed

Assumed CO2 Reduction Pathway"
Amount emitted A A @
2o
1
]
i
of 5 SiLCemeeSMRE :
5 @ @’ i T Amount removed |
. See—aal
[ 54 TTte-lll 1 CO2.
absorption O I N MITUORN RN A NMEINOBE RN A NMTNLENRD S
2EHARINANE23 RN BReTeDIeeEge]
2017 2030 2040 2050 RERRREERRRERESRREREERRRERERRRRERRRRER

From Idemitsu Integrated Report 2021 and METI’s Transition Finance Oil Sector Roadmap
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Climate Change Mitigation: DNV has

confirmed that Idemitsu Kosan is aware of the

overwhelmingly large emissions from its supply chain, especially use of sold products,
(Scope 3) compared to direct emissions from refineries, offices, and factories (Scope 1)
and indirect emissions derived from purchased electricity and other sources (Scope 2).

Therefore, Idemitsu Kosan is
working to reduce the

) ] ) Scope 1
environmental impact of its

12,193 thousand t-CO:

COz2 Emissions by Scope

Scope 2

business activities, including
more efficient energy use, to
contribute to the reduction of
CO2 emissions throughout the
value chain, including Scope 3,
in addition to Idemitsu Kosan
Group's Scope 1 and 2
reductions.

829 thousand t-CO:z

m CO2 emission
volume M

121,209
thousand t-CO2

—_._--n-n——-..~
~

Scope 3 (category 11) ~N
108,187 thousand t-COz= /
R

~
-~ -
e

Idemitsu Sustainability Report 2021

Reduce CO; emissions throughout the entire value chain: DNV has confirmed that
Idemitsu Kosan has a large amount of value chain CO; emissions (Scope 3) compared to
its own COz emissions (Scope 1+2) and, from the perspective of global GHG reduction,
that Idemitsu Kosan recognizes the importance of contributing to the reduction of Scope
3 emissions in the entire value chain while accurately understanding customer needs, in

addition to reducing its own emissions.

Examples of various business value chains and their contribution to CO2 reduction

Business value chains and efforts to reduce CO2 emissions

Example 1 Example 2
Petroleum and Crude oil Crude oil Crude oil Product Product Product Consumption
petrochemicals production transportation refining manufacturing storage transportation and use
: . Consumption >
Coal Production >7Transpor‘tat|on>— Storage )7 and use
Example 4
Renewable energy Power Power Power Consumption
power generation generation transmission distribution and use

Reducing CO2 emissions in value chains

(SGln 8 Reducing fuel consumption by improving the operational efficiency of crude oil carriers

ISl (VA Reducing fuel consumption by promoting energy-saving at refineries

DGl Reducing coal consumption by introducing a high-efficiency combustion system for coal-fired boilers

1610 A8 Reducing dependence on fossil fuel power generation by expanding renewable energy power

generation

From Idemitsu Kosan website
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Medium- and long-term CO: reduction targets (Scope 1+2) and monitoring
indicators (target Scope 1, 2, and 3): In promoting CO2 reduction, Idemitsu Kosan
places importance on contributing to the three aspects of the environment, society, and
the economy. Based on this concept, we confirmed that Idemitsu Group has established
the following three indicators to evaluate and manage its CO, emission reduction efforts.

Environmental, Social and Economic Contributions

® Contributing to the Environment: Reduce environmental impact through
business activities such as more efficient energy use.

@ Contributing to Society: Supply lower-carbon energy with a view to
transitioning to a low-carbon society in the future.

3 Contributing to the Economy: To secure earnings and enhance corporate

resilience while transforming our business portfolio.

3

Three indicators

Indicator 1: Target Value --- Contributing to the Environment
Reduction of COz emissions (Scopes 1 and 2) from the Group's
operations

Indicator 2: Monitoring Indicator --- Contributing to Society
Reduction of COz emissions (including Scope 3) per unit of energy
supplied to society

Indicator 3: Monitoring Indicator --- Contnibuting to the Economy
Revenue level per unit of CO2 emissions (including Scope 3)

In this assessment, DNV has confirmed Indicators 1 and 2 from the perspective of
alignment with the Basic Guidelines on Climate Transition Finance as follows:

Indicator 1: Target value for reduction in CO2 emissions (Scope 1 and 2): Idemitsu
Kosan has set a goal of becoming carbon neutral (= net zero CO, emissions) in 2050 for
COz direct and indirect emissions (Scope 1+2) from its own operations. As a milestone, it
has also set a target of reducing CO, emissions for the entire group (Idemitsu Kosan +
consolidated companies + group affiliates) by 4 million tons by FY2030 (compared to
FY2017), which is disclosed as part of the management targets for FY2030.
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CO; emission reductions target (Scope 1+2)

Scope Medium-term Target (FY2030) Long-term Target (FY2050)
Scopel+2 - 4 million tons CO> Carbon Neutrality
P (Compared to FY2017) (net zero CO, emissions)

1

Details of CO; reduction targets (Scope 1+2)

By 2050, we aim to achieve carbon neutrality, or net zero emis-
sions, in terms of the volume of GO0z emissions attributable to

= Volume of reduction in COz emissions (Scopes 1 and 2)

[10.000ton
our operations (Scopes 1 and 2). As an interim target for our 403:1: I Targetlevel e
path toward this goal, we have reset our target for the volume e
OOz emissions to be reduced by 2030, expanding the scope of 200 —
emitters to encompass the entire Group and raising the reduc-
tion target to 4 milion t-COz. As the handing of fossil fuels 150 = 129 138
constitutes our main business, we recognize that reducing GOz
emissions is a matter of utmost importance. Therefore, we will 100 =
assiduously work to achieve the aforementioned targets. 50— a0
r 2030 Target: Cut levels by 4 million ton-COz \I 0
1 (compared to 2017 levels) I 2018 2019 2020 FY)

T T T T T T e S AL T PO T TR -!
Calculation formula = COz2 emissions in target year (Scope 1 + 2) - COz emissions in basa year {(Scope 1 + 2)

FY2020 Results: down 1.36 million ton-CO2z (compared to 2017 levels)

In F¥2020, energy conservation activities at refineries and complexes helped reduce COz emissions by 300,000 tons, while a slow-
down in refinery operations, which refiected lower demand and decreased in planned supply, resulted in a reduction of COz
emissions totaling 1,060,000 tons.

From Idemitsu Integrated Report 2021

Indicator 2: Monitoring Indicator for low carbon level of supplied energy (Scope
1,2 and 3): In addition to its own emission reduction targets (contribution to the
environment), Idemitsu Kosan has established monitoring indicators for low-carbon level
of supplied energy as it believes important to contribute to society by supplying lower-
carbon energy in anticipation of the transition to a low-carbon society in the future. In
setting this indicator, the importance of not only reducing its own direct and indirect
emissions (Scope 1 and 2) and emissions throughout its own value chain (Scope 3), but
also increasing its contribution to the reduction of others is taken into consideration. In
other words, Idemitsu Kosan recognizes that it is necessary to consider the amount of
reduction contribution in Indicator 2, to promote this type of activity for initiatives that are
not part of its own value chain but are expected to contribute to Idemitsu Group reduction.
DNV has confirmed that Idemitsu Kosan has set parameters that indicate the amount of
contribution to CO; reduction based on this concept.
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In other words, DNV confirmed that Idemitsu Kosan has used this monitoring indicator to
set a 30% reduction in the low-carbon level of supplied energy (compared to FY 2017) for
Scope 1, 2, and 3 as an indicator level for FY 2050 from a long-term perspective.

DNV also confirmed that medium-term indicator level for 2030 is set for each individual
project.

Low carbon level of supplied energy (Scope 1, 2, 3)

Scope 2050 Indicator Level

Scopel. 2. 3 Down 30% (compared to FY 2017)

Details of low carbon level of supplied energy (Scope 1, 2, 3)

Monitoring Indicator (Scopes 1, 2 and 3)

Indicator| LOW carbon level of supplied energy
2 (Indicator of the extant to which an energy company can reduce the “C0O2 emissions per unit of energy”™ supplied to society)

S R R
2050 Indicator Level: down 30% (comparetto201s Iﬁ[gﬁ'
COz emissions (Scope 1 +2(£J—CCI? avoided emission” 4
Armuntofenergysu:);mamm————fl

|y R S ———
FY2020 Results: up 0.2% (compared to 2017 levels)
In FY2020, this monitoring indicator was up 0.2% from 2017 levels dus to changes in the anergy mix.

Calculation formula

——

*C02 reduction contribution throughout the entira value chain
(We intend to revisa this target from time to time in light of social trends_)

Degree of carbon exit from corporate eamings
3 {Indicator of how the “Revenue level per unit of CO2"™ emitted by the Company as a whole is being raised)

Revenua

GOz emissions [Scope 1+ 2 + 3) — CO: avoided emissions”

Calculation formula

We hawve not currently established a target for this indicator and use it for internal purposes only.

*C0e reduction confribution throughout the entire value chain
MNote: In the above formulas, Scope 3 emissions refer to thoss classified as the "Category 11: Usa of Sold Products.™

From Idemitsu Integrated Report 2021

CO2 reduction contribution: Regarding the amount of CO; reduction contribution,
when Idemitsu Kosan introduces a new product or service to society that contributes to
COz emission reductions (reduces fossil fuel consumption), Idemitsu Kosan considers
that the amount of CO; reduction contribution is recorded and evaluated by the fossil
fuel supplier of the user of such products and services as (a) in the case of the
Company, as a reduction in its Scope 3 emissions, and (b) in the case of other
companies, as an increase in their contribution to the reduction of emissions (reduction
contribution). Idemitsu Kosan believes that the two are equivalent in terms of Idemitsu
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Kosan’s contribution to global CO; reductions, so Idemitsu Kosan has added the amount
of COz reduction contribution to the numerical calculation of Indicator 2, the monitoring
indicator, as a parameter in its own calculations.

Characteristics of CO2 emissions throughout the value chain

iﬁu gﬁ : Jﬁ‘ < ':;\:: Jé‘ ‘i’i

Reduce ! Reduce
in-house i i client
CO2 emission | | CO2 emission
(Scopel+2) | (Scope3)

Pertinent SDGs | A :
! I (Units: Imillion t)

its ients*
CO2 emissions Idemitsu Clients
Fyanid) 12.9 117.7
*Associated with use of Idemitsu products
Fidem“sU Copyright © (demitsu Kesan Co.Ltd. All Rights Resarved. T4

From Idemitsu Kosan's Medium-term Management Plan Revision (FY2020~2022) (May 11, 2021)

2030 target for Scope 3 emission reductions No.1 (renewable energy)

In pursuit of a lower-carbon energy supply,
Idemitsu Group operates solar, geothermal,
biomass, and wind renewable energy power
plants overseas in Vietham and other countries,
and in Niigata, Oita, Kanagawa, Aomori, and
other locations in Japan. Idemitsu Kosan has
set a target of 4 GW (4 million kW) of total
renewable energy development in Japan and
abroad in 2030 as part of its Basic Policies for —_—
2030, for the expansion of renewable energy _——
source development of solar power, wind e o
power, and biomass, and is promoting efforts
to achieve this goal.

Total amount of
renewable energy
sources developed

at home and abroad
(cumulative)

4GW

| ¥
Wind power Mega solar

From Idemitsu Kosan website

2030 target for Scope 3 emission reductions No.2 (SAF)

Idemitsu Kosan has participated in an initiative to revitalize local communities through
COz2 resources, with the production of sustainable aviation fuel (SAF) as a key initiative.
As part of this initiative, Idemitsu Kosan has set a target of 100,000 kL per year for the
start of supply in 2025. This is consistent with the direction of the Ministry of Land,
Infrastructure, Transport, and Tourism's Transition Roadmap for Aviation Sector, released
in December 2021, which promotes the introduction of SAF.

Implementing the SAF business
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Develop the first commercial-size SAF*
manufacturing business in Japan

Raw
material
+ Use of existing assets ﬂ
————————— + Consider entry into TR a5
biochemical products ’

Terminal
Our responsibility is to supply alternative jet fuel

Aiming to supply 100,000 KL of Atmospheric
SAF in 2025 . (distiltion )

Synthesis Naphtha Desul-
unit cracker furization
Starting in 2021, airlines i :
have a duty to offset any products Upasing !
increases in emissions :
from baseline . T
2l X S
Airfline D | é.
& idemitsu *Sustainable Aviation Fuel (low-CO2 emission jet fuel) e m—————

From Idemitsu Kosan's Medium-term Management Plan Revision (FY2020~2022) (May 11, 2021)

2030 target for Scope 3 emission reductions No.3 (Black Pellet)

Idemitsu Kosan is developing black pellets, a biomass fuel made from wood that has been
crushed, dried, roasted, and semi-carbonized. Since black pellets can be handled in the
same way as coal, replacing coal fuel in coal-fired power plants is expected to reduce CO»
emissions. Idemitsu Kosan has conducted co-firing tests using black pellets and has
confirmed that it is possible to replace coal by up to 35%. After commercialization of
120,000 tons per year in 2022, Idemitsu Kosan aims to expand its supply system of
producing black pellets to 2 million tons by 2030.

Element 4: Implementation Transparency

DNV has confirmed that as Idemitsu Kosan moves forward with its transition strategy, it
expects its investment plans to be properly explained to green/transition bond investors
and to be as transparent as possible. Details are as follows:

Investment Plan: Idemitsu Kosan plans to make a cumulative total of 570 billion yen in
capital investment (strategic investment + operation and maintenance investment) in the
current medium-term management plan (FY2020-FY2022). Idemitsu Kosan considers
¥270 billion of this amount to be a financial resource to be allocated to strategic
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investments for future business portfolio transformation. DNV confirmed that this strategic
breakdown of capital investment is consistent with Idemitsu Kosan's business strategy
and transition plan.

Targets during the Medium-term Management Plan Period (FY2020-2022)

CashlIn Cash Out Petroleum and Basic Chemicals Functional Materials
, _ Strategic ® Establish “Smart Yorozuya” ® Lithium solid-state
Net income investments ® Establish carbon neutral electrolytes )
¥220billion | R (VI transformation centers = Qverseas expansion
Of this, M&A funds ® Refining / chemical integration of lubricants
¥100billion ¥ Expansion of
engineering plastics
Operating | .
Hizat maintenance | Electric Power
‘““m'ost;“‘et's" investments and Renewable
e ¥300billion Energy
¥480billior ¥ Overseas solar
power development
Free cash
flows Resources
Asset sales, etc. ¥230billion ® European oil development
¥100billion e — ® Asian gas development

¥ Black pellets
" Geothermal power

From Idemitsu Integrated Report 2021

The strategic investment plan for this portfolio transformation is expected to incorporate
not only R&D directly related to carbon neutrality, but also as many other necessary costs
and investments as possible, including M&A and dismantling and removal costs of old
facilities that indirectly contribute to carbon neutrality. DNV has confirmed that the
green/transition bonds to be issued will allow for a distinction to be made between
expenditures in the normal course of business and expenditures related to green/transition
projects, based on the eligibility criteria for use of the proceeds.

Outcomes and Impacts: DNV has confirmed that Idemitsu Kosan ensures the direct
deliverables and results (outputs) obtained in the individual projects that comprise the
investment plan are consistent with the overall goals. Also, Idemitsu Kosan ensures
monitoring and reporting on each project using quantitative indicators such as CO;
emissions/reduction contribution for each qualifying criterion, to the extent practicable.

Regarding negative impacts, DNV has confirmed that Idemitsu Kosan can adequately
address the environmental aspects of the project by complying with national laws such as
the Environmental Impact Assessment Law or the laws of the country concerned in the
first place. From a standpoint of a just transition, DNV also confirmed that Idemitsu Kosan
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is promoting "Smart Yorozuya" concept for service station and establishing a CNX Center
under the Origin of Management "Ningen-Soncho", means having respect for people, and
the Management Philosophy "Truly inspired," which are the starting points of its
management. DNV has also confirmed that Idemitsu Kosan has particularly taken negative
impacts on employment into consideration seriously, to avoid loss of jobs or other related
impacts due to promotion of the projects.

(2) Four common elements of a green/transition bond, with use of proceeds
instruments

e Principle 1: Use of Proceeds

DNV has confirmed that the funds to be raised by the green/transition bonds to be issued
by Idemitsu Kosan will be used for the construction, installation, operation, and
maintenance of Idemitsu Kosan Group projects. DNV has also confirmed that the funds
raised are planned to be used for newly financing and/or refinancing of these projects.
Details are as follows

Eligible Criteria: DNV has confirmed that the following projects are eligible for the use
of Climate Transition Financing.

Green/Transition Projects

Project Category Eligibility Criteria Alignment with

SDGs *!

Power and Renewable Energy

Green Bond Principles

1) Renewable energy
(Environmental objective: climate
change mitigation)

Projects related to the development,
construction, operation, renovation, and
other related expenditures for renewable
energy (biomass, geothermal, solar, wind)
power generation facilities

Goals 7,9, 11, 13

Distributed energy

Green Bond Principles

1) Renewable energy

2) Energy conservation
(Environmental objective: climate
change mitigation)

Projects related to the development,
construction, operation, renovation, and
other related expenditures of facilities for
distributed energy

Goals7.9.11.13

Development of functional material
products

Green Bond Principles
6) Clean transportation

Projects related to lithium solid electrolyte
development, production, R&D and other
related expenditures (electric vehicles (EV))

Goals7.9. 11,13
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(Environmental objective: climate
change mitigation)

Turning into “Carbon Neutral
Transformation Centers"

Green Bond Principles

(9) Businesses related to
environmentally friendly products
and environmentally friendly
manufacturing technologies and
processes

(Environmental objective: climate
change mitigation)

Projects on the construction of a waste
plastic recycling chain (manufacturing of
chemicals)

Goals8. 11,12

Projects related to the development and
promotion of circular business

Goals8. 11,12

Transition Projects

Project Category

Eligibility Criteria

Alighment with
SDGs ™!

Smart One-Stop Shops

Projects on manufacturing and sales of ultra-
compact EVs

Goals7.9. 11,13

Projects related to MaaS services

Goals7.9. 11

Projects related to service station logistics
bases, unmanned delivery, drone pesticide
spraying, day services, etc.

Goals3. 7. 9. 11,
13

Turning into “Carbon Neutral
Transformation Centers"

Projects on SAF (Sustainable Aviation Fuel)
production and supply

Goals7.9. 13

Projects on building CO2-free ammonia
supply chain for power generation and
industrial sectors

Goals7.9. 13

Low-carbon solution for replacing
coal-fired power generation

Projects on production, sales, and R&D of
black pellets (with an eye on increasing the
ratio of mixed firing and dedicated firing)

Goals7.9. 13

Energy saving

Projects on Energy Saving Investment in
Refineries and Complexes

Goals7.9. 13

*1: Goal 7: "Affordable and clean energy"; Goal 8: "Decent work and economic growth"; Goal 9: "Industry, innovation and
infrastructure "; Goal 11: "Sustainable cities and communities"; Goal 12: "Responsible consumption and production"; Goal

13: "Climate action".
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Exclusion Criteria: DNV has confirmed that Idemitsu Kosan has established Exclusion
Criteria whereby funds raised through Green/Transition Bonds will not be used for projects
related to the following, and that this is appropriate for the purposes of the Principles and
Guidelines.

» Unfair transactions that do not comply with the laws and regulations of the
country, such as bribery, corruption, blackmail, embezzlement, etc

+ Transactions that can cause social problems relate to human rights and the
environment

Impacts on environment, including climate change: DNV has confirmed that Idemitsu
Kosan has been proceeding with the procedures in accordance with the national
environmental assessment laws or the relevant laws and regulations for environmental
and social impact assessment in the country concerned for the projects that are assumed
to be eligible for the use of the proceeds.

Impacts on society: DNV has confirmed Idemitsu Kosan has established its own
Sustainable Procurement Guidelines (November 2021) as a framework for sustainable
procurement that addresses environmental and social issues and confirmed that there are
initiatives to promote self-assessment and analysis, feedback, dialogue, and improvement
among major suppliers. Based on Idemitsu Kosan's approach of promoting sustainable
procurement throughout the entire supply chain, we aim to achieve a triple win for society,
suppliers, and Idemitsu Kosan.

Idemitsu Kosan's Approach to Promoting Sustainable Procurement

Improvement Flow

Our suppliers We analyze their Together, we We organize the
assess themselves answers in review our problems and

by answering 35 accordance with transactions and work to find the
questions in our Sustainable the self-assessment solutions to be
sustainable Procurement checklist, then applied in the next
procurement Guidelines and identify the current transactions.
checklist provide feedback problems.

o n oflfa (e a&) e

Suppliers |demitsu Suppliers Idemitsu Suppliers

From Idemitsu Kosan website
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Example of project (black pellets): Black
pellets, which are nominated as one of use of the
proceeds, are a biomass fuel that can be handled
in the same way as coal and replacing coal fuel
for thermal power generation with black pellets
will help reduce CO, emissions. In addition to
establishing co-firing technology for black pellets
and moving to commercialization as soon as
possible to ensure energy transition in coal-fired
power plants, Idemitsu Kosan is also looking to
further improve the co-firing rate and continue
research and development for dedicated firing in
the medium to long term. In terms of
environmental and social considerations,

Idemitsu Kosan plans to use wood that meets sustainability standards for the wood pellets

Black Pellets

Switching fuel for thermal power generation from coal to black pellets is a
promising way to effectively curb CO2 emissions. Recently, we ran a suc-
cessful co-firing experiment in which 20% to 30% of coal fuel was replaced
with black pellets. Also, a sample production plant constructed in Vietnam
was brought on line in August 2020 and is currently supplying samples for
use in trial co-firing. With an eye to 2022, we aim to launch a commercial
plant with an annual production capacity of 120,000 tons in Vietnam. There-
after, we will expand the network of black pellet manufacturing bases outside
Vietnam, focusing especially on gaining footholds in Southeast Asia, includ-
ing Malaysia and Indonesia. Through such efforts, we intend to secure a
supply structure capable of annually preducing 2 millien tons in 2030. (The
product name of these black pellets is ldemitsu Green Energy Pellets.)

Note: Black pellets ars made by pulverizing, drying and
torrefied wood. Cormpared with conventional white pellets,
black pellets boast various superior properties, such as
water resistance, and are easler to crush. They can be
handled in the same way as coal and be used for co-firing
with coal.

Black pellsts

From Idemitsu Integrated Report 2021

that will be used as raw material for the black pellets.

Example of project (energy savings at refineries and petrochemical plants):

Idemitsu Kosan has stated that

Promoting Structural Reforms and Increasing the Sophistication of

its strength lies in its integrated
operations in the petroleum
refining and  petrochemical
industries, and in its medium-

Our Refining and Petrochemical System

As part of structural reforms, the Tokuyama Complex suspended
the operation of two naphtha crackers, which were components
of its ethylene production line. The complex installed a new, high-
Iy-efficient naphtha cracker that came on line in February 2021,
This move is intended to enable more efficient ethylene produc-
tion. Anticipated effects include a 30% energy savings as wellasan

kickoff of the facllity is scheduled for November 2024.
Furthermare, In October 2021, we signed contract regarding
the purchase of paraxylene production facilities run by the Chita
Plant of ENEOS Corporation. The acquisition of these facliities is
expectad to not only expand our paraxylene-related operations
but also help us realize a shift toward chemical products by

approximately 16,000 ton reduction in annual GOz emissions.

The Chiba Complex, meanwhile, switched an absompton
agent used Iin paraxylens manufacturing equipment to an alterna-
tive with higher performance in conjunction with periodic shutdown
maintenance in 2021. This move is expectad to help increase the
recovery ratio of paraxylene, which boasis higher added value
among fractions of aromatics, in addition to reducing energy con-
sumption as a result of enhancing absorption efficiency and thereby
cutting annual CC2 emissions by approximately 7,700 tons.

term management plan, the
Company promotes structural
reforms to stabilize its earnings
base. As one of the measures,

facture  paraxylene
ichemical products)
from pgasoline com-
ponents  (petroleum
products).

enabling us to manu- -

Idemitsu  Kosan plans  to | meto pime Pobmerco. Lt o culy oot

improve  the  efficiency  of o s e o ot e

production facilities at our B e e
refineries and petrochemical

plants nationwide. From Idemitsu Integrated Report 2021

For example, at the Tokuyama Complex, one of Idemitsu Kosan’s major production bases,
it plans to contribute to an annual reduction of approximately 16,000 tons of CO;
emissions by stopping the operation of an old naphtha cracking furnace and installing a
new high-efficiency naphtha cracking furnace, thereby achieving an energy saving effect
of approximately 30% compared with the previous system. The renewal of this equipment
is being carried out using the Ministry of Economy, Trade, and Industry's "Supporting
Funds for Energy Conservation Investment Promotion", which supports energy savings at
the petrochemical plant. By promoting energy savings through the renewal of these
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facilities, Idemitsu Kosan will strive to reduce the environmental impact of its business
activities and contribute to the formation of local communities where the global
environment and economy are in harmony.

Principle 2: Process for Project Evaluation and Selection

DNV has confirmed through the review that Idemitsu Kosan'’s process for evaluating and
selecting projects for investment involves risk assessment in accordance with its own
internal rules for investment management, and that its investment decisions and
approvals are made after deliberation by the Investment and Finance Committee, a
specialized committee. In the evaluation and selection of green/transition projects, DNV
has also confirmed that, after going through the above process, the Finance and
Accounting Department is expected to select the eligible projects and the Director of the
Finance and Accounting Department is expected to make the final decision on the eligible
projects.

» Specifically, the project drafting department organizes the outline of the investment
plan and points to be discussed in accordance with the "Investment and Finance
Committee Operating Bylaws" and other relevant regulations, along with the
"Investment Drafting Form. In addition to the business plan and economic indicators
(including internal carbon pricing), this drafting document has a comprehensive
format to examine countermeasures, through assuming risk factors such as natural
environmental risks (climate change, use of land, water, and natural resources),
social issue risks (unfair labour practices, human rights violations, unfair trade),
transition risks, and other risks at that point.

« The Corporate Sustainability Department is responsible for cross-functional
involvement and oversight of ESG issues. In the management and implementation
of projects, the lead department promotes resolving each ESG issue. The progress
of the project is reported to the Management Committee through the Director in
charge of ESG.

» Investment deliberations are conducted by the Investment and Finance Committee,
consisting of the Director of the Corporate Planning Department (Chairman), the
Director of the Finance and Accounting Department, and the Director of the Legal
Department. Through this decision-making process, the Finance & Accounting
Department selects eligible projects based on a risk assessment. Finally, the Director
of the Finance and Accounting Department is expected to make the final decision on
the nominated projects.

Page of 43 of 91



DNV

Idemitsu Kosan Co.,Ltd. Green/Transition Bond Framework, Second Party Opinion

Evaluation and selection

X,

X,

Conforms to the issuer’s achievement of X, Documented process to determine that projects
environmental contribution goals fit within defined categories

The project is eligible for use of proceeds X. Documented process to identify and manage
by green bond and transparency is potential ESG risks associated with the project
ensured.

The project is evaluated and selected a Other (please specify):

based on the published standard summary

Information on Responsibilities and Accountability

X.

O

Evaluation / Selection criteria subject to X. In-house assessment
external advice or verification
Other (please specify):

e Principle 3: Management of Proceeds

DNV has confirmed that Idemitsu Kosan plans to use the proceeds for new financing or
refinancing of nominated projects in a timely manner after the financing. For regular
investment projects, Idemitsu Kosan manages the decision-making basis and the
investment amount on a quarterly basis on a project-by-project basis until the full capital
expenditure is completed, in accordance with the Group Accounting Rules and the Group
Financial Rules, which are internal regulations.

DNV has also confirmed that Idemitsu Kosan's management of unappropriated proceeds
can track them in an appropriate manner that financial data is organized in a spreadsheet
and other formats and is managed by delegated personnel. For the current three years,
cash and cash equivalents at the end of the period were well more than the amount of
green/transition bonds expected to be issued at the time of DNV’s assessment, and
therefore it is also expected to remain at this level in the future.

Tracking of Proceeds:

U

Some or all of the proceeds by green bonds that are planned to be allocated are systematically
distinguished or tracked by the issuer.
Disclosure of intended types of temporary investment instruments for unallocated proceeds

Other (please specify): Unallocated proceeds are managed in cash or cash equivalents
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Additional disclosure:

O Allocations to future investments only Allocations to both existing and future
investments
Allocation to individual disbursements O Allocation to a portfolio of disbursements
Disclosure of portfolio balance of O Other (please specify):

unallocated proceeds

e Principle 4: Reporting

DNV has confirmed that the following indicators and project summaries are reported at
least annually on its website to the extent practicable until the proceeds have been

appropriated.

The main reporting items are as follows.
<Status of appropriation of funds>
e Amount of proceeds allocated
¢ Amount of unappropriated proceeds raised

e Amount of proceeds raised to be used for refinancing

<Environmental benefits>

Green/Transition Projects

Project Category Eligibility Criteria Impact Metric
Power and Renewable energy Projects related to the « Installed capacity (MW)
development, construction, « Actual power generation (kWh)
Green Bond Principles operation, renovation, and other « Amount of CO:z
1) Renewable energy related expenditures for renewable reduction/reduction
(Environmental objective: energy (biomass, geothermal, contribution (t-CO2)
climate change mitigation) solar, wind) power generation
facilities
Distributed energy Projects related to the + Amount of CO2
development, construction, reduction/reduction
Green Bond Principles operation, renovation, and other contribution (t-CO2)
1) Renewable energy related expenditures of facilities for | « The progress of the eligible
2) Energy conservation distributed energy project
(Environmental objective:
climate change mitigation)
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Development of functional

material products

Green Bond Principles
6) Clean transportation
(Environmental objective:

climate change mitigation)

Projects related to lithium solid
electrolyte development,
production, R&D and other related
expenditures (electric vehicles (EV))

« The progress of the eligible
project

Turning into "Carbon Neutral

Transformation Centers"
Green Bond Principles

(9) Businesses related to
environmentally friendly

products and environmentally

friendly manufacturing

technologies and processes

(Environmental objective:

climate change mitigation)

Projects on the construction of a
waste plastic recycling chain
(manufacturing of chemicals)

» The progress of the eligible
project

Projects related to the development
and promotion of circular business

« The progress of the eligible
project

Transition Projects

Project Category

Eligibility Criteria

Impact Metric

Smart One-Stop Shops

Projects on manufacturing and sales of
ultra-compact EVs

» The progress of the eligible
project

Projects related to MaaS services

» The progress of the eligible
project

Projects related to service station
logistics bases, unmanned delivery,
drone pesticide spraying, day services,
etc.

» The progress of the eligible
project

Turning into "Carbon
Neutral Transformation
Centers"

Projects on SAF (Sustainable Aviation
Fuel) production and supply

+ Product production (KL)

« Amount of CO2 emission
reduction/reduction
contribution (t-CO2)

« The progress of the eligible
project

Projects on building a CO2-free ammonia
supply chain for power generation and
industrial sectors

» The progress of the eligible
project

Low-carbon solutions for
replacing coal-fired power
generation

Projects on production, sales, and R&D
of black pellets (with an eye on
increasing the ratio of mixed firing and
dedicated firing)

* Amount of CO2 emission
reduction/reduction
contribution (t-CO2)

« The progress of the eligible
project
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Energy saving Projects on Energy Saving Investment in | « The progress of the eligible
Refineries and Complexes project

Use of Proceeds reporting:

X

Project-by-project On a project portfolio basis
Linkage to individual bond(s) O Other (please specify):
Information reported:

Allocated amounts O Percentage of the total investment amount
that is used for transition financing

O  Other (please specify):

Frequency:

O Annual | Semi-annual

O  Other (please specify):

Impact reporting (Environmental Impact):

Project-by-project O  Project portfolio (Project Category basis)
O  Linkage to individual bond(s) O  Others
Frequency:
Annual O Semi-annual

O  Other (please specify):

Information reported (expected or ex-post):
CO, Emissions / Savings O Energy savings

U Other ESG indicators (please
specify):

Means of Disclosure

O  Information published in financial report U Information published in sustainability report
(Integrated Report)
O  Information published in ad hoc documents Other (please specify): Disclosed on the
website
O  Reporting reviewed (if yes, please specify which parts of the reporting are subject to external

review)
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e Other: Review (External Review)

Idemitsu Kosan utilizes external reviews by DNV to determine the consistency of the
Green/Transition Bond Framework and to enhance objectivity. DNV assessed the
Green/Transition Bond Framework and the nominated projects to be funded by this bond
to confirm that they are consistent with all the CTFH, CTFBG, GBP, and GBGLs, and
provided a second party opinion on their eligibility to transition bond. DNV, as an
independent external review organization, has no interest in the facts or perceptions of
Idemitsu Kosan in providing a second party opinion.
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VII. Assessment Conclusion

Based on the information provided by Idemitsu Kosan and the work undertaken, it is DNV's
opinion that Idemitsu Kosan's framework and transition finance executed by the
framework meets requirements in the eligibility assessment protocol and are consistent
with the definition and purpose of Climate Transition Finance, which is to "provide an
investment opportunity with transparent sustainability credentials" and" enable financing
and investment for new or existing projects that provide environmental benefits."

DNV Business Assurance Japan K.K.

18 March 2022

Mark Robinson
Manager, Sustainability Services
DNV Business Assurance, Australia

H bonsdoms.

Masato Kanedome
Project Manager

DNV Business Assurance Japan K.K.

Naoki Maeda
Managing Director
DNV Business Assurance Japan K.K.

Koichiro Tanabe
Lead Assessor
DNV Business Assurance Japan K.K.
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About DNV

Driven by our purpose of safeguarding life, property, and the environment, DNV enables organisations to advance the
safety and sustainability of their business. Combining leading technical and operational expertise, risk methodology and
in-depth industry knowledge, we empower our customers' decisions and actions with trust and confidence. We
continuously invest in research and collaborative innovation to provide We continuously invest in research and
collaborative innovation to provide customers and society with operational and technological foresight.

With our origins stretching back to 1864, our reach today is global. Operating in more than 100 countries, our 16,000
professionals are dedicated to helping customers make the world safer, smarter, and greener.

Disclaimer

Our statement represents an independent opinion and is intended to inform the Issuer management and the Second-
Party Opinion Providers, DNV: The management of Issuer has provided the information and data used by DNV during the
delivery of this review. Our statement represents an independent opinion and is intended to inform the Issuer
management and other interested stakeholders in the Bond as to whether the established criteria have been met, based
on DNV: The management of the Issuer has provided the information and data used by DNV during the delivery of this
review. Our statement represents an independent opinion and is intended to inform the Issuer management and other
interested stakeholders in the Bond as to whether the established criteria have been met, based on the information
provided to us. In our work we have relied on the information and the facts presented to us by the Issuer. DNV is not
responsible for any aspect of the nominated assets referred in this opinion and cannot be held liable if estimates, findings,
opinions, or conclusions are incorrect. Thus, DNV shall not be held liable if any of the information or data provided by the
Issuer's management and used as a basis for this assessment were not correct or complete
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Schedule-1 Candidate Transition Bond Projects

The projects listed in the table are candidate eligible projects that have been assessed for eligibility at the time of the pre-financing assessment.
Under the Transition Bond Framework, bonds will be made exclusively to these eligible project candidates and will be reported in the pre-
financing or post-financing reporting.

Project Category Eligibility Criteria Remarks
Green/Transition Projects « Issue format:

Power and Renewable energy Projects related to the development, construction, operation, renovation, and other related Transition bond
expenditures for renewable energy (biomass, geothermal, solar and wind) power generation (planned)
facilities « Amount of bonds

Distributed energy Projects related to the development, construction, operation, renovation, and other related to be issued: 20
expenditures of facilities for distributed energy billion yen

Development of functional Projects related to lithium solid electrolyte development, production, R&D and other related (planned)

materials expenditures (electric vehicles (EV))

Turning into “Carbon Neutral Projects on the construction of a waste plastic recycling chain (manufacturing of chemicals)

Transformation Centers" Projects related to the development and promotion of circular business

Transition Projects

Smart One-Stop Shops Projects on manufacturing and sales of ultra-compact EVs

Projects related to MaaS services

Projects related to service station logistics bases, unmanned delivery, drone pesticide spraying, day
services, etc.

Turning into “Carbon Neutral Projects on SAF (Sustainable Aviation Fuel) production and supply

Transformation Centers" Projects on building a CO2-free ammonia supply chain for power generation and industrial sectors

Low-carbon solutions for replacing | Projects on production, sales, and R&D of black pellets (with an eye on increasing the ratio of mixed
coal-fired power generation firing and dedicated firing)

Energy saving Projects on Energy Saving Investment in Refineries and Complexes
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Schedule-2 Climate Transition Finance Eligibility Assessment Protocol

The checklists (1~4) below are DNV evaluation procedures created for eligibility assessment based on the disclosure requirements of CTFH and CTFBG.
The "confirmed documents" in the Work Undertaken include public or private documents (materials inside the issuer), etc., and are provided by Idemitsu
Kosan as evidence of eligibility judgment for DNV.

*The terms "Issuer" and "Investor" may be replaced as "Borrower/Fundraiser" and "Lender," respectively, in the context in the following disclosure

Criteria

Issuer’s Climate
Transition
Strategy and
Governance

requirements, as appropriate.

Requirements

The financing purpose should be for
enabling an issuer’s climate change
strategy. A ‘transition’ label applied to a
debt financing instrument should serve to
communicate the implementation of an
issuer’s corporate strategy to transform the
business model in a way which effectively
addresses climate-related risks and
contributes to alignment with the goals of
the Paris Agreement.

Suggested information and indicators

« A long-term target to align with the
goals of the Paris Agreement (e.g., the
objective of limiting global warming
ideally to 1.5C and, at the very least,
to well below 2%C).

« Relevant interim targets on the
trajectory towards the long-term goal.

« Disclosure on the issuer’s levers
towards decarbonisation, and strategic
planning towards a long-term target to

Work Undertaken

Confirmed documents

/01//02//03//04/

Interviews with stakeholders

DNV Findings

Through its evaluation work, DNV has confirmed that
fundraisers are considering green/transition bond as a
way of helping to realise their own transition plan
strategies toward achieving carbon neutrality.

DNV has also confirmed through its evaluation work that
the fundraiser plans to use the issuance of the
green/transition bond to help communicate that their
business strategy is being implemented to transform their
business portfolio in a way that effectively addresses
climate-related risks and contributes to aligning with the
goals of the Paris Agreement.

< Information and indicators already disclosed>.

+ Technology roadmaps for the oil, chemical, and
electric power sectors published by METI (assuming
these roadmaps are consistent with the goals of the
Paris Agreement)

+ Long-term target (Scope 1+2) and indicator level for
achieving carbon neutrality in 2050 (Scope 1+2+3
consider the amount of reduction contribution)
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Ref. Criteria Requirements Work Undertaken DNV Findings

align with the goals of the Paris « Reasonable mid-term guidance on a trajectory
Agreement. toward the long-term goal

« Clear oversight and governance of « Disclosure by fundraiser of measures toward carbon
transition strategy and, neutrality and strategic plans toward long-term goals

« Evidence of a broader sustainability consistent with the goals of the technology roadmap
strategy to mitigate relevant for the oil, chemical and electric power sectors
environmental and social externalities published by METI
and contribute to the UN Sustainable « Clear oversight and governance of the transition plan
Development Goals. (business strategy)

« A broader sustainability strategy to contribute to the
UN Sustainable Development Goals (SDGs) while
mitigating associated negative environmental and
social external externalities

2 Business model The planned climate transition trajectory Confirmed documents Through its evaluation work, DNV has confirmed that the
environmental should be relevant to the environmentally- /01//02//03//04/ fundraiser's planned climate transition trajectory relates
materiality material parts of the issuer’s business to the material environmental aspects of the issuer's

model, taking into account potential future Interviews with stakeholders business model.

scenarios which may impact on current

o . . DNV also has confirmed through its evaluation work that
determinations concerning materiality.

the fundraiser has considered several future scenarios
that could affect its current materiality decisions.

3 Climate Issuer’s climate strategy should reference Confirmed documents Through its evaluation work, DNV has confirmed that
transition science-based targets and transition /01//02//03//04/ fundraisers' climate strategies are based on science-
strategy to be pathways. The planned transition trajectory based targets and pathways towards transition.
?;é?:gii_gbased should: o Interviews with stakeholders DNV also has cqnﬁrmed through its .evaluation .vx./ork that
targets and - be quantitatively measurable (baf.sed.on the planned trajgctory of.the fundraisers' transitions
pathways a measurement methodology which is meets the following requirements:

consistent over time). » be quantitatively measurable using consistent

methods over a long period of time
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Ref. Criteria Requirements Work Undertaken DNV Findings
« be aligned with, benchmarked, or « be aligned with, benchmarked with technology
otherwise referenced to recognized, roadmaps for the oil, chemical, and electric power
science-based trajectories where such sectors published by METI
trajectories exist. » be published in a form that includes a mid-term
« be publicly disclosed (ideally in (2030) target/indicator level

mainstream financing filings), include
interim milestones, and;

« be supported by independent assurance
or verification

Suggested information and indicators

« Short, medium, and long-term
greenhouse gas reduction targets
aligned with Paris Agreement;

« Baseline

« Scenario utilised, and methodology
applied (e.g. ACT, SBTIi, etc.).

« Greenhouse gas objectives covering all
scopes (Scope 1, 2 and 3*); and,

- Targets formulated both in intensity
and absolute terms

4 Implementation | Market communication in connection with Confirmed documents Through its evaluation work, DNV has confirmed that the
transparency the offer of a financing instrument which /01//02//03//04/ fundraiser intends to explain its investment plan to the
has the aim of funding the issuer’s climate market to the extent practicable and to be as transparent
transition strategy should also provide Interviews with stakeholders as possible when offering financial instruments aimed at
transparency to the extent practicable, of financing the implementation of the fundraiser's
the underlying investment program transition plan.

including capital and operational
expenditure. This may include R&D-related
expenditure where relevant, and details of

DNV has also confirmed through its evaluation work that
it is expected to be as transparent as practicable in its

Page of 54 of 91



DNV

Idemitsu Kosan Co.,Ltd. Green/Transition Bond Framework, Second Party Opinion

Ref. Criteria Requirements Work Undertaken DNV Findings
where any such operating expenditure is communication to the market regarding its basic
deemed ‘non-Business as Usual’, as well as investment plan, including capital expenditures (Capex),
other relevant information indicating how operational expenses, and operating expenses (Opex).

this program supports implementation of
the transition strategy, including details of
any divestments, governance, and process
changes.

Suggested information and indicators

« Disclosure on the percentage of
assets/revenues/
expenditures/divestments aligned to
the various levers outlined in Element 1
above;

« Capex roll-out plans consistent with the
overall strategy and climate science
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Schedule-3 Green Bond (Transition Finance with specific use of proceeds) Eligibility Assessment

Protocol

The checklist below (GBP/GBP-1 to GBP/GBP-4) is a DNV evaluation procedure created for Transition Finance (Bond & Loan) Eligibility Assessment (Bond & Loan
with specific use of proceeds) based on the requirements of GBP/GBGLs and GBP/GBGLs. "Confirmed documents" in the “Work Undertaken” includes documents
inside the issuer and is provided as evidence of eligibility judgment for DNV.
In Schedule-3, it is referred to as GBP or GBP according to the practice, but this is the standard to be referred to in the case of financing that specifies the use of
proceeds such as transition projects in transition finance (bonds and loan) that specifies the use of proceeds based on CTFH and CTFBG, so please read as the

meaning of the transition as appropriate.

GBP/GBP-1 Use of proceeds

Criteria Requirements

Work Undertaken

DNV Findings

la Types of funds The types of green bonds are classified into Confirmed documents Through its evaluation work, DNV has identified the
one of the following types defined by GBP. /01/ following categories of transition finance (bonds/loans)
- (Standard) Green/transition Bond
- Green/transition Revenue Finance Interviews with Green/Transition Bonds (for specific purpose)
- Green/transition Project Finance stakeholders
- Other
1b Green/transition The key to a green/transition bond is that Confirmed documents Through its evaluation work, DNV has confirmed that the
Project the proceeds will be used for a green /01//013/ fundraiser intends to explain to investors in advance when
Classification project, which should be properly stated in it issues a specific green/transition bond by means of the

the legal documents relating to the security.

Interviews with
stakeholders

Framework, statutory documents such as an amended
shelf registration statement, and other documents.

*At the time of this evaluation, the specific use of proceeds
and the timing of the bond issuance have not yet been
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Criteria Requirements Work Undertaken DNV Findings

determined, and therefore the statutory documents (such
as the Amended Shelf Registration Statement) have not
yet been finalized.

1c Environmental All green projects to which the funds are Confirmed documents Through its evaluation work, DNV has confirmed that the
benefits used should have clear environmental /01//05//06/ green/transition projects envisioned to use the funds have

benefits, the effects of which should be environmental benefits (climate change mitigation), which
assessed by the issuer and, where possible, Interviews with will be evaluated and, where possible, quantified by the
quantitatively demonstrated. stakeholders fundraiser.

1d Refinancing rate If all or part of the proceeds are used or Confirmed documents Through its evaluation work, DNV has confirmed that if all
may be used for refinancing, the issuer will /01//08/ or part of the proceeds are used or may be used for
indicate the estimated ratio of the initial refinancing, the fundraiser will disclose the amount of
investment to the refinancing and, if Interviews with funds allocated by project category, the amount of
necessary. Therefore, it is recommended to stakeholders unallocated funds from the proceeds, and the amount of
clarify which investment or project portfolio the proceeds allocated as an existing expenditure that the
is subject to refinancing. company plans to do.

DNV has also confirmed that the fundraiser intends to
clarify at the time of reporting the amount allocated for
each use of proceeds and which uses of proceeds will in
effect be subject to refinancing once the specific uses of
proceeds have been determined.
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GBP/GBP-2 Project selection and evaluation process

Criteria Requirements Work Undertaken DNV Findings
2a Project Green bond issuers should provide an overview Confirmed documents Through its evaluation work, DNV has confirmed that
selection of the process of qualifying projects for which /01//02//03//05//06//07/ the fundraiser has provided an overview of the
process green bond funding will be used. This includes process of qualifying projects for which
(but is not limited to): Interviews with stakeholders green/transition bond will be used.
e The process by which the issuer determines
that the project in question is included in the « The process by which the fundraiser determines
business category of a qualified green project. that an eligible project falls within the business
- Creation of criteria for eligibility of projects for category of an eligible green/transition project.
which green bond funding will be used » Mechanism for evaluation of environmental
- Environmental sustainability goals value, risk management, and optimal
verification of investment for eligibility of
projects to use of proceeds from
green/transition bonds
« Methods for evaluating environmental aspects of
project categories (e.g., calculation methods for
GHG reductions)
2b Issuer's In addition to criteria and certifications, the Confirmed documents Through its evaluation work, DNV has confirmed that
Environment | information published by issuers regarding the /01//02//03//05//06//07//010//01 | the information published by the fundraiser also
al and Social | green bond process also considers the quality of | 1/ considers the quality of environmentally relevant
Governance performance of the issuer's framework and sustainability performance in green/transition bonds
Framework environmental sustainability. Interviews with stakeholders (e.g., use of certified materials that meet
sustainability criteria in black pellets).
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Work Undertaken

DNV Findings

The net proceeds from of green bonds should be
managed in sub-accounts, included in sub-
portfolio, or otherwise tracked. It should also be
certified by the issuer in a formal internal process
related to the issuer's investment and financing
operations for the Green Project.

3a Tracking
procedure-1

Confirmed documents

/01//08/

Interviews with stakeholders

Through its assessment work, DNV has confirmed that
funds raised by green/transition bonds are tracked in an
appropriate manner.

DNV has also confirmed that the fundraiser will properly
manage green/transition projects within formal internal
processes related to the fundraiser's investment
operations.

During the green bond redemption period, the
balance of funds raised that is being tracked
should be adjusted at regular intervals to match
the amount allocated to eligible projects
undertaken during that period.

3b Tracking
procedure-2

Confirmed documents

/01//08/

Interviews with stakeholders

Through its evaluation work, DNV has confirmed that
the balance of the fund raised that is tracked will be
adjusted at regular intervals to match the amount
allocated to eligible projects undertaken during the
period up to the redemption of the green/transition
bonds.

If no investment or payment has been made in a
qualified green project, the issuer should also
inform the investor of the possible temporary
investment method for the balance of unallocated
proceeds.

3¢ Temporary
holding

Confirmed documents

/01//08/

Interviews with stakeholders

Through its evaluation work, DNV has confirmed that if
no investment or payment has been made in a qualified
green project, the fundraiser will be held in cash or cash
equivalents for the balance of unallocated proceeds.
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GBP/GBP-4 Reporting

Criteria

Periodical
Reporting

Requirements

In addition to reporting on the use of
proceeds and the temporary
investment of unallocated proceeds,
the issuer will consider each project
at least once a year for projects to
which the green bond proceeds have
been allocated, taking into account
the following: A list of each project
should be provided.

-Confidentiality and competitive
considerations

-Outline of each project, expected
sustainable environmental and social
effects

Work Undertaken

Confirmed documents
/01//016/

Interviews with
stakeholders

Idemitsu Kosan Co.,Ltd. Green/Transition Bond Framework, Second Party Opinion

DNV Findings

Through its evaluation work, DNV has confirmed that the fundraiser will disclose
information about the projects to which proceeds from green/transition bonds
are allocated, at least once a year, in addition to reporting on the use of
proceeds and temporary unallocated proceeds, considering the followings:

+ Confidentiality and competitive considerations

+ An overview of each project (the progress of each project, amount of CO;
reduction/reduction contribution, and other items specified in the
Framework)
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Schedule-4: Basic Guidelines on Climate Transition Finance Eligibility Assessment Checklist

The following checklist (from CTF-1 to CTF-4) are based on four “disclosure elements “which indicated in the “Basic Guidelines on Climate Transition Finance (CTF)”
established by the Financial Services Agency, Ministry of Economy, Trade and Industry, and Ministry of the Environment in May 2021.

According to the CTF, “disclosure elements” are classified into the following three categories. Should: © recommend:O be considered/possible: A

These expressions are used in the following context.

- Items described with the word “should” are basic elements that financial instruments labelled as transition finance are expected to have.

- Items described with the word “recommended” are elements that financial instruments labelled as transition finance are optimally recommended to have under

these Guidelines although instruments which do not have these items can also be labelled as “transition”.

- Items described with the word “be considered” or “possible” are elements that these Guidelines provides as examples and interpretations although it is not
considered problematic even if financial instruments labelled as transition finance do not have them.

There is a supplementary explanation in the margin of each checklist for the annotations in the disclosure elements.

The number /01/. /02/~/19/ listed in the “Work Undertaken” are documents confirmed through the eligibility evaluation work. Details (document name) are

shown in Appendix. In addition to the confirmed documents, the “Work Undertaken” includes the case where the information obtained through discussions and
interviews with the issuer is used as evidence.

CTF-1 Fundraisers' Climate Transition Strategies and Governance

Disclosure elements Requirement Work DNV Findings
check Undertaken
(© 1-a) Financing through transition finance should aim |E Yes Confirmed Through its evaluation work, DNV has confirmed
to implement or incentivize the achievement of |:| No documents: that fundraiser is considering green/transition bond
transition strategies®. Such strategies should . /01//02//03//04/ | financing in a way to help realize their own transition
incorporate a long-term target to align with the D Not Applicable plans to achieve carbon neutrality.
goals of the Paris Agreement, relevant interim Interviews with
targets on the trajectory towards the long-term stakeholders

goal, disclosure on the levers towards
decarbonization, and fundraiser’s strategic
planning.
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Disclosure elements

Requirement Work

Undertaken

DNV Findings

© 1-b) A transition strategy should serve to explicitly |X| Yes Confirmed Through its evaluation work, DNV has confirmed
communicate the implementation of an issuer’s |:| No documents: that the fundraiser intends to communicate the
(A) strategy to transform the business model in a following to the market in issuing green/transition

way which effectively addresses climate-related
risks and contributes to achieving the goals of
the Paris Agreement!®, Transformation of a
business model is not limited to initiatives as an
extension of existing businesses but can also be
transformation based on various other
perspectives. It includes fuel conversion that
achieves significant carbon and GHG reduction
benefits, introduction of innovative
technologies, improvement of / changes in
manufacturing processes and products, and
development and provision of products and
services in new fields.

[ ] Not

Applicable | /01//02//03//04/

Interviews with
stakeholders

bonds

« Addresses climate-related risks through the
company's business strategy

« Aligned with the Paris Agreement and Japan's
carbon neutrality goals

« Transforming its business portfolio to address
climate change

< Information and indicators already disclosed>.

« Technology roadmaps for the oil, chemical, and
electric power sectors published by METI
(assuming these roadmaps are consistent with
the goals of the Paris Agreement)

« Long-term target (Scope 1+2) and indicator
level for achieving carbon neutrality in 2050
(Scope 1+2+3, considering the amount of
reduction contribution)

« Reasonable mid-term guidance on a trajectory
toward the long-term goal

« Disclosure by fundraiser of measures toward
carbon neutrality and strategic plans toward
long-term goals consistent with the goals of the
technology roadmap for the oil, chemical and
electric power sectors published by METI

« Clear oversight and governance of the transition
plan (business strategy)
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Requirement
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Work
Undertaken

DNV Findings

- A broader sustainability strategy to contribute
to the UN Sustainable Development Goals
(SDGs) while mitigating associated negative
environmental and social external externalities

@) 1-c) The implementation of a transition strategy ] Yes Confirmed Through its evaluation work, DNV has confirmed
assumes cases where it affects society and |:| No documents: that the fundraiser has considered the non-climate
environment other than climate change, such |:| Not Applicable /01//02//03//04/ | environmental and social impacts of business
as employment or stable provision of products transformation, such as job security, in
and services, through transformation of a Interviews with implementing its transition plan.
business model. In such cases, it is stakeholders . . _
recommended that the fundraiser also takes DNV has also confirmed through its evaluation work
into consideration the impact of business that the fundraiser has also considered
innovations to society and environment other environmental and social contributions other than
than climate change. climate change to the business transformation.

© 1-d) Climate change-related scenarios'! should be & Yes Confirmed Through its evaluation work, DNV has confirmed

(A) referenced in developing transition strategies. |:| No documents: that fundraiser refers to internationally recognized
The pathway to transition should be planned for . /01//02//03//04/ | scenarios related to climate change in developing its
respective sector and regions of individual |:| Not Applicable own transition plans (business strategies). DNV has
fundraiser, who may generally be placed in a Interviews with also confirmed through its evaluation work that
different starting point and pathway to stakeholders fundra|se_r has c9n5|dered the t_echnology roadmaps
transition. for the oil, chemical, and electric power sectors,

published by METI, considering regional and industry
characteristics.

O 1-e) Transition strategies and plans must be highly |X| Yes Confirmed Through its evaluation work, DNV has confirmed
credible in terms of their effectiveness. |:| No documents: that the fundraiser has developed a transition plan
Therefore, it is recommended that a transition /01//02//03//04/ | that s linked to its medium-term management plan

|:| Not Applicable
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Disclosure elements Requirement Work DNV Findings

Undertaken
strategy and plan are linked to management and other management strategies and business
strategy and business plan, including medium- Interviews with plans, and that it has high confidence in the
term management plans. stakeholders effectiveness of the plan.

1'f) However, because such strategies and p|ans |E Yes Confirmed Through its evaluation WOFk, DNV has confirmed
run for a long period of time, it is possible that |:| No documents: that the fundraiser has considered reviewing the
the content may be modified or adjusted in the |:| Not Applicable /01//02//03//04/ | contents of the transition plan and modified or
event of a major change in the assumed adjusted in the event of a major change in the
external environment and so on. Interviews with assumgd external environment or other factors

stakeholders accordingly.

1'9) In the initial phase of deve|oping a transition |E Yes Confirmed Through its evaluation WOFk, DNV has confirmed
strategy by the fundraiser, it is considered as |:| No documents: that fundraiser may implement the items listed as
an option for the fundraiser to indicate a plan [ ] Not Applicable /01//02//03//04/ | "recommended" and "be considered / possible" in
for future implementation of items described Basic Guidelines on Climate Transition Finance in the
with the words “recommended” and “be Interviews with future as it review its transition plan considering
considered/ possible” in these Guidelines. stakeholders future changes.

1-h) In order to secure the effectiveness of the |X| Yes Confirmed Through the evaluation work, DNV confirmed that
transition strategy, the fundraiser should |:| No documents: the fundraiser has established an organizational
establish an organizational structure'? for the |:| Not Applicable /01//02//03//04/ | structure to ensure the effectiveness of the
board of directors and/or other such committee transition plan (business strategy), to monitor
to oversee the activities addressing climate Interviews with climate change response by the board of directors
change and for management to play a role in stakeholders and others, a_md to evaluate and manage efforts. the
assessing and managing such climate-related external environment.
activities.
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Disclosure elements Requirement Work DNV Findings
Undertaken

1-i) While a transition strategy shall be basically |X| Yes Confirmed Through its evaluation work, DNV has confirmed
developed by a company in need of finance, it is |:| No documents: that the projects covered by green/transition bond
possible for entities to utilize the strategy of |:| Not Applicable /01//02//03//04/ | are expected to be limited to the fundraiser and its
companies that are wholly or partially group companies. On the other hand, DNV has also
responsible for the initiatives to establish or Interviews with c_on_firmed that the environm_ental benefits are not
explain their own strategy, given that the stakeholders limited to the group companies but are also
finance supports GHG emissions reduction expected to contribute to CO; reduction through the
initiatives of not just a single company but its value chain in the form of reduction contributions.
supply chain.

1-j) Transition strategies should be disclosed in |E Yes Confirmed Through its evaluation work, DNV has confirmed
advance in a company’s integrated report, |:| No documents: that the fundraiser disclosed its transition plan
sustainability report, statutory documents and |:| Not Abplicable /01//02//03//04/ | (business strategies) in advance through its
other materials for investors (including such PP websi_tes,.I_R briefings, integrated reports, and
disclosures on the website). This also applies to Interviews with sustainability reports.
the other three elements. stakeholders

1'|() Itis possib|e to disclose transition strategies |E Yes Confirmed Through its evaluation WOFk, DNV has confirmed
and elements concerning the governance |:| No documents: that the fundraiser has disclosed its transition plan
guaranteeing that the execution of transition |:| Not Applicable /01//02//03//04/ | (business strategy) and the governance that ensures
strategies is in alignment with the reporting its implementation in a manner consistent with the
frameworks such as the Recommendations of Interviews with framework of the TCFD recommendations.
the Task Force on Climate-Related Financial stakeholders
Disclosures (TCFD; Final Report)*3.

1-1) If the implementation of a transition strategy |X| Yes Confirmed Through its evaluation work, DNV has confirmed
assumes impacts on society and environment |:| No documents: that the fundraiser has disclosed the potential
other than climate change, it is recommended |:| Not Applicable /01//02//03//04/ | environmental and social impacts of the
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that the fundraiser explain the view underlying
its approach*, etc. to address such impacts and
disclose how the strategy on the whole
contributes to achieving the Sustainable
Development Goals (SDGs) so that the effects
can be appropriately evaluated by the financier.

Requirement
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Work
Undertaken

Interviews with
stakeholders

DNV Findings

implementation of its transition plan (business
strategy), other than climate change, in a manner
that allows investors to adequately assess its
effectiveness, and that the strategy also considers
its contribution to the achievement of the
Sustainable Development Goals (SDGSs).

1—m) Considering the |ength of app“cation and other |E Yes Confirmed Through its evaluation WOFk, DNV has confirmed
factors, there may be instances when a |:| No documents: that the fundraiser intends to review its transition
transition strategy and plan will need to be [ ] Not Applicable /01//02//03//04/ plﬁntﬁbusirlwletis strategy) accogdirp]gly, rbegardlﬁss fifd
modified due to major changes in the external whether all the use or proceeds have been allocate
environment and reJ|evant cgnditions that were Interviews with to the subject project, due to major changes in the
assumed at a planning phase. In this case, the stakeholders external environment that were assumed when the
contents of the modification should be disclosed plan was developed, and that this is expected to
together with the underlying reason in a timely result in timely disclosure as it relates to long-term
manner. strategies such as energy business environment

scenarios and medium-term business plans.

1'n) In terms of governance, it is recommended that |E Yes Confirmed Through its evaluation Work, DNV has confirmed
disclosures include an organizational structure |:| No documents: that the fundraiser has disclosed the specific roles of
for overseeing the implementation of a /01//02//03//04/ | the constituent organizations and management and

transition strategy and for assessing and
managing related initiatives. It is also
recommended that disclosures include the
specific roles of the constituent organizations
and the management and the process by which
the content of deliberations is reflected in
management.

|:| Not Applicable

Interviews with
stakeholders

the process by which the deliberations are reflected
in management, in addition to the organizational
structure for monitoring the implementation of its
transition plan (business strategy) and evaluating
and managing the efforts of the fundraiser.
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- Alignment of short-term, mid-term and long-
term targets (for targets, refer to Element 3)
with the overall scenario

- Credibility of the fundraiser’s strategy to

reach the targets

- Appropriateness of the management process
and governance for the transition strategy

|:| Not Applicable

Interviews with
stakeholders

Disclosure elements Requirement Work DNV Findings
Undertaken
1-0) In cases where the fundraiser determines the |X| Yes Confirmed As an external agency, DNV conducted its review for
need for an objective assessment regarding the |:| No documents: the Framework for green/transition bond.
transition strategy, it is recommended that a |:| Not Applicable /01//02//03//04/
review, assurance and verification by an
external organization for its transition strategy. Intir\gems with
stakeholders
1-p) It is recognized useful to obtain a review |X| Yes Confirmed Throughout its evaluation work, DNV reviewed the
particularly concerning the following in |:| No documents: fundraiser's transition plan (business strategy),
connection with the transition strategy: /01//02//03//04/ | particularly with respect to the following:

- Consistency of the scenarios with the mid-term
and long-term goals (or indicator level)

- Confidence that the fundraiser's transition plan
(business strategy) will achieve its goals and
objectives

- Adequacy of the management process and
governance of its transition plan (business
strategy)

9 Transition finance is available for not only entities with strategies and plans for reducing emissions associated with their corporate economic activities, but also entities that plan to take initiatives that enable

others to implement transition strategies through their own products and services. In such cases of financial institutions, a financier should articulate how the underlying projects or activities themselves fit

into the fundraiser’s strategy while, similarly, a subsidiary or an SPC to make use of its group’s or its sponsors’ strategy. However, doing so they should explain how their strategy will contribute to the
strategy. In addition, it can be considered that parent company or the group who established the strategy would explain the transition elements as the main fundraiser.
10 The Paris Agreement sets out a goal to Holding the increase in the global average temperature to well below 2°C above pre-industrial levels and pursuing efforts to limit the temperature increase to 1.5°C
above pre-industrial levels.
11 Climate-related scenarios are listed in the “Task Force on Climate-related Financial Disclosures (TCFD) Technical Supplement” and the document issued by the Ministry of the Environment: “Practical Guide for
Scenario Analysis in line with TCFD Recommendations”. In addition, Principles for Responsible Investment (PRI) disclose a set of climate scenario tools.

12 Assumes matters provided for under “governance” in the TCFD Recommendations.
13 As for the approach to disclosure aligned with TCFD Recommendations, refer to “Guidance on Climate-related Financial Disclosures (TCFD Guidance) 2.0”, “Guidance for Utilizing Climate-related Information to
Promote Green Investment (Green Investment Guidance)” (both published by the TCFD Consortium), and the document published by the Ministry of the Environment: “Practical Guide for Scenario Analysis in
line with TCFD Recommendations”.
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14 An example of the approach may be to identify, eliminate, reduce, and manage potential negative effects.

CTF-2 Business Model Environmental Materiality

Disclosure elements

Requirement

Work Undertaken

DNV Findings

2-a) Initiatives for achieving the transition |X| Yes Confirmed Through its evaluation work, DNV has confirmed that a
strategy should be such that contribute |:| No documents: subject project will be an initiative that will contribute to the
to transforming core business activities . /01//02//03//04/ transformation of a core business portfolio that is
that are environmentally material parts D Not Applicable environmentally important now and in the future in the
today and in the future.'® Interviews with realization of the fundraiser's transition plan (business

stakeholders strategy).

2-b) When identifying business activities that |X| Yes Confirmed Through its evaluation work, DNV has confirmed that the
are environmentally material parts, it is |:| No documents: fundraiser has considered several future scenarios that could
recommended that the fundraiser |:| Not Applicable /01//02//03//04/ affect its current materiality decisions.
consider multiple climate change-related ' _
scenarios that may possibly impact its Interviews with
judgment on the identification®®. stakeholders

2-c) In terms of considering materiality, it is |Z| Yes Confirmed Through its evaluation work, DNV has confirmed that the
possible to apply existing guidance |:| No documents: fundraiser has addressed materiality considerations by
provided by an organization that creates |:| Not Applicabl /01//02//03//04/ referring to the SDGs goals and GRI standard non-financial
standard criteria concerning sustainability ot Applicable _ _ disclosures as guidelines for identifying society's needs and
reporting'’. Interviews with challenges.

stakeholders

2-d) The fundraiser should indicate that |X| Yes Confirmed Through its evaluation work, DNV has confirmed that the
climate change is an environmentally |:| No documents: fundraiser has indicated climate change to be
material part of business activities?s. |:| Not Applicable /01//02//03//04/ environmentally material in its operations.

Interviews with
stakeholders
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Disclosure elements Requirement Work Undertaken DNV Findings

@) 2-e) It is recommended that disclosures |X| Yes Confirmed Through its evaluation work, DNV has confirmed that
include the contents of climate change- |:| No documents: fundraiser has referred to internationally recognized
related scenarios used in identifying |:| Not Applicabl /01//02//03//04/ scenarios related to climate change in developing its
business activities that are ot Applicable transition plan (business strategies). DNV has also
environmentally material parts along with Interviews with confirmed through its evaluation work that fundraiser has
the underlying reasons (e.g., regional stakeholders considered the technology roadmaps for the oil, chemical,
and industrial characteristics) for and electric power sectors, published by METI, considering
selecting such scenarios. regional and industry characteristics.

15 They include activities that are environmentally material parts are considered to be business activities of the fundraiser that identifies climate change as part of its materiality.

16 Scenario analysis using multiple climate-related scenarios is similar to that required by the TCFD Recommendations, and it is considered useful to refer to relevant guidelines and such like for implementation
methods. An example is the document issued by the Ministry of the Environment: “Practical Guide for Scenario Analysis in line with TCFD Recommendations”.

17 “The SASB Materiality Map” issued by the Sustainability Accounting Standards Board serves as a guidance concerning materiality.

18 As for the approach to identifying environmentally material business activities, it is possible to use the materiality map and such like and outline the level of materiality of climate change for one’s entity.
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CTF-3 Climate Transition Strategy to be Science-based Including Targets and Pathways

Disclosure elements Requirement Work Undertaken DNV Findings
check
(@) 3-a) The fundraiser should reference |Z| Yes Confirmed documents: Through its assessment work, DNV has confirmed
science-based targets in developing |:| No /01//02//03//04//05//06/ that the fundraisers' transition plan (business
its transition strategies. |:| Not strategies) is benchmarking the transition
Interviews with stakeholders pathways in line with the technology roadmaps in
Applicable the oil, chemical, and electric power sectors
published by METI, which are consistent with the
Paris Agreement.
© 3-b) This should include mid-term |Z| Yes Confirmed documents: Through its evaluation work, DNV has confirmed
targets (short- to mid-term targets) |:| No /01//02//03//04//05//06/ that the trajectory of the fundraiser's planned
in addition to long-term targets for D Not transition plan (business strategy) is
2050 and be quantitatively Interviews with stakeholders quantitatively measurable in a long-term and
measurable based on a Applicable consistent manner that includes a 2030 indicator
measurement methodology which level and the 2050 long-term goal.
is consistent over a long period of
time.
©) 3-¢) In addition, it is recommended that |X| Yes Confirmed documents: Through its evaluation work, DNV has confirmed
GHG reduction targets, which could |:| No /01//02//03//04//05//06/ that the fundraiser includes a 2030 indicator level
be formulated either in intensity |:| Not in addition to the 2050 long-term goal and is
Q) and absolute terms, should _ Interviews with stakeholders quantifiable over time and with consistent
consider environmental materiality | APPlicable measurement methods.
and cover Scopes 1 through 3 of
GHG Protocol, the international
standard on supply-chain
emissions. It is recommended that
targets covering Scope 3 be set
using a practical calculation method

Page of 70 of 91




DNV

Idemitsu Kosan Co.,Ltd. Green/Transition Bond Framework, Second Party Opinion

Disclosure elements Requirement Work Undertaken DNV Findings

when it could be subject to
significant reduction in the
fundraiser’s business model®. It is
also possible to disclose the avoided
emissions as necessary.

(©) 3-d) Science-based targets are GHG |X| Yes Confirmed documents: Through its assessment work, DNV confirmed
reduction targets required for |:| No /01//02//03//04//05//06/ that the fundraiser's climate strategies are based

Q) achieving the goals of the Paris |:| on science-based targets and pathways for
Agreement and should be set while Not Interviews with stakeholders transitions, considering regional and industry
taking into account differences in Applicable characteristics, as they are aligned with the
regional characteristics and technology roadmaps for the oil sector, chemical
industries. In so doing, it is possible sector, and electric power sector published by
to refer to the following METI, consistent with the Paris Agreement.

trajectories.
- Scenarios widely recognized
in the international community
(Examples include the
Sustainable Development
Scenario (SDS) outlined by the
International Energy Agency
(IEA)*%)
- Objectives verified under the
Science Based Targets
Initiative (SBTi) and such like
- Nationally Determined
Contributions (NDC) of
countries aligned with the
goals of the Paris Agreement,
roadmaps by industry sector?!,
industries set out plans that
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Disclosure elements Requirement Work Undertaken DNV Findings
are science-based achieving
the Paris Agreement?? and so
on.

3-e) Short- to mid-term targets (with a |X| Yes Confirmed documents: Through its assessment work, DNV has
term of three to fifteen years) |:| No /01//02//03//04//05//06/ confirmed that the fundraiser's climate strategy is
should be set by referencing the |:| Not . . set to be. on. a pth toward the long-term goals
aforesaid trajectories or on the _ Interviews with stakeholders planned in line with the technology roadmap for
pathway toward the long-term Applicable the oil, chemical and electric power sectors,
targets planned as benchmarks?. published by METI, that are consistent with the

Paris Agreement.

3-f) In doing so, since short- to mid- |X| Yes Confirmed documents: Through its assessment work, DNV has
term targets will likely be set in |:| No /01//02//03//04//05//06/ confirmed that the fundraiser is set to be on a
consideration of various factors |:| Not . . pgth toward the long-term goals planne.d in line
(including the starting point and Interviews with stakeholders with the technology roadmaps for the oil,
track records of the issuer, timing Applicable chemical, and power sectors, published by METI,
of capital investments, economic consistent with the Paris Agreement, considering
rationality, cost-benefit analysis, how various matters have already been
and availability of technology implemented, among others.
necessary to achieve the targets), it
is possible that the pathway may
not necessarily be linear with the
same slope at all times but may be
nonlinear.

3-9) The fundraiser should disclose the |X| Yes Confirmed documents: Through its evaluation work, DNV has confirmed
short- to mid-term and long-term |:| No /01//02//03//04//05//06/ that the fundraiser disclosed the mid- to long-
targets they have set, including the |:| Not term goals and indicator level it has established,
base years etc. Interviews with stakeholders including the base year (FY 2017).

Applicable
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Disclosure elements Requirement Work Undertaken DNV Findings

3-h) In order to show that long-term |X| Yes Confirmed documents: Through its assessment work, DNV has
targets are science-based, |:| No /01//02//03//04//05//06/ confirmed that the fundraiser has set up
disclosures should explain the |:| Not transition pathways that consider the technology
methodology or trajectory used to _ Interviews with stakeholders roadmaps in the oil, chemical, and electric power
define target, including the Applicable sectors, published by METI, consistent with the
underlying reasons (e.g., Paris Agre_:er_nent, including regional and sectoral
characteristics specific to a region characteristics.
or industry). In particular, when
reference is made to plans and
industry roadmaps established by
an industry, etc., the explanation
should include that they are
grounded in scientific basis.

3-i) It is possible that disclosures |Z| Yes Confirmed documents: Through its evaluation work, DNV has confirmed
explain the pathway toward a long- |:| No /01//02//03//04//05//06/ that the fundraiser’s transition plan toward
term target and the alignment |:| Not carbon neutrality is aligned with the mid-term
between the short- to mid-term Interviews with stakeholders target/indicator level, the technology roadmaps
targets on the pathway and the Appllcable in the oil, chemical, and power sectors, and its
transition strategy, based on the investment plans.
investment plan (refer to Element
4) and other plans.

3-j) Concerning targets and trajectories, |X| Yes Confirmed documents: Through its evaluation work, DNV has confirmed
obtaining expert reviews on the |:| No /01//02//03//04//05//06/ that the fundraiser has established transition
following is considered to be |:| pathways in line with the technology roadmaps in
particularly useful: Not Interviews with stakeholders the oil, chemical, and power sectors, and that the
- Whether the long-term target is Applicable medium- and long-term targets and indicator
aligned with science-based targets level are consistent with the science-based

targets.
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Disclosure elements Requirement Work Undertaken DNV Findings

=\Vhether the disclosed
information explains the
alignment with the Paris
Agreement

- Whether the short- to mid-term
targets are determined using a
GHG emissions forecast
calculated based on a climate
change scenario analysis

=\Vhether scenarios, etc. widely
recognized in the international
community are used or
referenced

- Whether the actual values of the
indicators used for the targets are
quantitatively measured using
consistent measurement methods

= \Whether a specific GHG emissions

reduction measure has been

developed to achieve short- to mid-

term targets aligned with long-term

goals

Since an appropriate method for calculating Scope 3 emissions for specific industrial sectors is under development, it is possible to estimate Scope 3 emissions on a provisional “best effort” basis. When disclosing,
it is recommended that boundaries, calculation methods and other relevant factors be also reported. “Basic Guidelines on Accounting for Greenhouse Gas Emissions Throughout the Supply Chain” (METI, MoE;
2017 Japanese only. Related information in English) can be used for calculation references.

20 In addition to benchmarks indicated by the IEA, there are those referenced by the IPCC, such as RCP 2.6 (keep global warming to below 2°C), RCP 1.9 (keep global warming to below 1.5°C) and other related
Transition Pathway Initiative (TPI) benchmarks. Meanwhile, scenario listings are available in the TCFD Technical Supplement and in the document published by the Ministry of the Environment: “Practical
Guide for Scenario Analysis in line with TCFD Recommendations”.

21 An example of a sector-specific roadmap formulated by a public organization is the “Roadmap to Zero Emission from International Shipping” (Ministry of Land, Infrastructure, Transport and Tourism; 2020).
The Ministry of International Trade and Industry also plans to formulate a roadmap for high emission industries.

22 In utilizing a plan formulated at a sector level, it is necessary to have a credible proposition that the alignment with the Paris Agreement can be explained with scientific grounds.
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23 While it is possible to set short- to mid-term targets by determining the standard based on an assumed use of best available technologies (BAT), consideration should be made as to whether the use of such
technologies might make it difficult to achieve long-term targets.

CTF-4 Implementation Transparency

No. Disclosure elements Requirement Work Undertaken DNV Findings
check

4-a) In implementing transition |E Yes Confirmed documents: Through its evaluation work, DNV has confirmed
strategies, the fundraiser should |:| No /01//02//03//04//05//06//07//010 | that the fundraiser disclosed, to the extent
provide transparency of the basic |:| //011//012/ possible, its basic investment plan in implementing
investment plan to the extent Not the transition plan (business strategy).
practicable. Applicable Interviews with stakeholders

4-b) | The investment plan includes not |E Yes Confirmed documents: Through its evaluation work, DNV has confirmed
only capital expenditure (Capex) but |:| No /01//02//03//04//05//06//07//010 | that the fundraiser's investment plans include not
also capital and operational |:| Not //011//012/ only capital expenditures (Capex) but also
expenditure (Opex). Therefore, costs Interviews with stakeholders operational and operating expenses (Opex), as
related to research and Applicable appropriate. DNV has also confirmed that, if
development, M&A, and dismantling necessary, the investment plan could also cover
and removal of facilities are also expenses related to research and development,
subject to the investment plan. In mergers, and acquisitions, and dismantling and
other words, it is recommended that demolition of facilities.
the investment plan incorporate, to
the extent possible, expenditure and
investment necessary for
implementing the transition
strategy.

4-c) It is recommended that the |E Yes Confirmed documents: Through its evaluation work, DNV has confirmed
investment p|an outline the assumed |:| No that quantitative indicators are used for the
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Disclosure elements

climate-related outcomes and
impacts®* in a quantitative fashion
where possible, along with the
calculation methods and
prerequisites?. If quantification is
difficult, the use of external
certification systems can be
considered as a substitute for
qualitative assessment.

Requirement

[ ] Not

Applicable

Work Undertaken

/01//02//03//04//05//06//07//010
//011//012/

Interviews with stakeholders

DNV Findings

expected climate-related and other outcomes (CO;
reduction/reduction contribution) according to the
investment plan of the fundraiser, and that
methods and examples regarding calculation
methods are set. DNV has also confirmed that, in
cases where quantification is difficult, the project
progress is planned to be disclosed.

4-d) | In particular, when outlining the |E Yes Confirmed documents: Through its evaluation work, DNV has confirmed
assumed climate-related outcomes |:| No /01//02//03//04//05//06//07//010 | that the fundraiser has considered not only items
and impacts, it is recommended that |:| Not //011//012/ related to climate change mitigation, such as
the disclosure include not only GHG greenhouse gas emission reductions from
emission reduction and other Applicable Interviews with stakeholders green/transition projects, but also a “just
initiatives to ease climate change transition”, to ensure that the project does not
but also report how consideration of result in a loss of jobs, etc. due to the activities.
a “just transition”?® is incorporated
into the transition strategy.

4-e) If implementing the transition |E Yes Confirmed documents: Through its evaluation work, DNV has confirmed

strategy has the potential of having
a negative impact on employment or
the environment and communities
other than climate change, it is
recommended that any expenditures
to mitigate such negative impacts be
added to the plan.

|:| No
[ ] Not

Applicable

/01//02//03//04//05//06//07//010
//011//012/

Interviews with stakeholders

that the fundraiser has a process to conduct an
optimal validation of the investment and add it to
the investment plan in the implementation of its
transition plan (business strategy), along with a
risk management mechanism that includes an
environmental value assessment and negative
impact on the eligibility of the project to use the
funds raised.
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Work Undertaken

DNV Findings

@) 4-f) Moreover, the outcomes arising from |E Yes Confirmed documents: Through its evaluation work, DNV has confirmed
investments included in the |:| No /01//02//03//04//05//06//07//010 | that the results and targets generated by
investment plan should align with |:| Not //011//012/ nominated investments are consistent in terms of
the targets. CO; reductions/reduction contributions, to the

Applicable Interviews with stakeholders extent practicable for each.

O 4-9) | Transition finance is a means to |E Yes Confirmed documents: Through its evaluation work, DNV has confirmed
financially support the |:| No /01//02//03//04//05//06//07//010 | that it is planned that some or all of the proceeds

Q) implementation of a transition |:| Not //011//012/ will be used to refinance existing expenditures, and
strategy, and it is recommended _ that, if applicable, the lookback period will be
that financing be provided for new Applicable Interviews with stakeholders limited to expenditures undertaken within three
initiatives. However, in the case of years retroactively from the issuance of a
transition finance in the format of green/transition bond.

Use of Proceeds instruments,
refinancing for a reasonably set
lookback period (the period during
which refinancing is to be applied for
projects that have already started) is
considered to be eligible.

O 4-h) It is recommended that investment |E Yes Confirmed documents: Through its evaluation work, DNV has confirmed
plans be disclosed by linking the |:| No /01//02//03//04//05//06//07//010 | that fundraiser intends to disclose the CO>
outcomes and impacts with the |:| Not //011//012/ reductions/reduction contributions to be achieved
expenditures to the extent _ by each of the green/transition projects envisaged
practicable?’. Applicable Interviews with stakeholders for use of the proceeds, by project category, to the

extent practicable.

O 4-i) It is recommended that the |E Yes Confirmed documents: Through its evaluation work, DNV has confirmed

fundraiser, after securing financing,
reports any deviations between the
initial plan and the actual

|:|No

/01//02//03//04//05//06//07//016
/

that fundraiser intends to disclose any major
events in a timely manner, such as major changes
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expenditure, outcomes and impacts.
For any deviations, it is
recommended that the underlying
reasons be explained.

Requirement

[ ] Not

Applicable
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Work Undertaken

Interviews with stakeholders

DNV Findings

in the fundraiser's appropriation plan for eligible
projects.

(©) 4-1) In cases where the Use of Proceeds |X| Yes Confirmed documents: Through its evaluation work, DNV has confirmed
bonds include refinancing, the |:| No /01//02//03//04//05//06//07//010 | that it is planned that some or all of the proceeds
fundraiser should provide an |:| Not //011//012/ will be used to refinance existing expenditures, and
explanation on the lookback period that, if applicable, the lookback period will be
set under the framework or other Applicable Interviews with stakeholders limited to expenditures undertaken within three
relevant methods along with the years retroactively from the issuance of a
underlying reasons and factors. green/transition bond.

O 4-k) | While there are differences in |E Yes Confirmed documents: The fundraiser does not plan to utilize the loan.
business practices, such as the fact |:| No /01//02//03//04//05//06//07//010

(A) that loans are traditionally made //011//012/

based on the bilateral relationship
between a borrower and a lender, it
is recommended that disclosure on
the above be made to the extent
possible in order to ensure
transparency and credibility of
transition finance. However, if it is
difficult to disclose such information
to the public from the standpoint of
confidentiality and competition, it is
possible to report such information
only to lenders or external
evaluation organizations without
disclosing it to the public.

[ ] Not

Applicable

Interviews with stakeholders
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Disclosure elements Requirement Work Undertaken DNV Findings

A 4-1) | similarly, in cases where the [] Yes Interviews with stakeholders The fundraiser is not a small-to-medium-sized

fundraiser is a small-to-medium- |:| No enterprise.
sized enterprise and it is difficult to & Not
disclose to the public the same )
content as that reported to the Applicable
financier or an external evaluation
institution, it is possible for the
fundraiser to simplify the content of
disclosure, for example, by limiting
disclosure to a summary of h) to j)
of this section.

24 The Ministry of the Environment, in its “Concept Paper on Impact Finance”, refers to impact as “a positive or negative change to the environment, society or economy caused by an organization and is not a
direct deliverable or output but an outcome as a change brought about in terms of the environment, society or economy.”

25 In disclosing impacts, outlining the amount of contribution to reducing CO, emissions in the global value chain on the whole and the entire lifecycle, including the consumption phase, can be considered. For
the amount of contribution to the reduction, it is possible to reference the “Guideline for Quantifying GHG Emission Reduction Contribution” (METI, 2018). Furthermore, as for outcomes on research and
development, it is possible to reference the IEA Measuring Innovation by Technology Readiness Level (TRL) or Importance for Net-Zero Emission, among others, and outline the progress in the R&D phase or
the potential of reducing CO, emissions with the relevant technology by highlighting the importance of net-zero emissions.

26 A just transition is an attempt to ensure the wide sharing of virtual profits created through a transition to a green economy, as well as to support any party who will experience an adverse economic impact
(be it a country, a region, an industry, a community, a worker, or a consumer). The concept of a just transition corresponds to several SDGs.

27 In particular, disclosure of investment plans is expected to be required for projects applicable to Use of Proceeds.
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Schedule-5 Eligibility Assessment for Green Bond Guidelines (Bonds with Specified Purpose for

Transition Finance)

The following check list (GBGLs-1 to GBGLs-6) is prepared based on the Green Bond Guidelines (GBGLs, MOE, 2020).
According to the GBGLs, Requirements/Evaluation aspects are divided into following two terms, Should:© Recommend:O

The numbers /01/, /02/ ~ /19/ listed in the Work Undertaken column are the confirmed documents, and the details (document name) are shown in Reference
dcoument-1 (See the Attachment).
In addition to the confirmed documents, the Work Undertaken includes the case where the information obtained through discussions and interviews with the
publishers is used as evidence.

This assessment applies as a requirement for Use of Proceeds based on CTFH and CTFBG, so any term "green" and “bond” in Schedule-5 should be read as
"transition” and “finance (bond)", respectively.

GBGLs-1 Use of proceeds

Requirements Requirement Work Undertaken DNV Findings
1-© Green Bond proceeds should be |X| Yes|:| No Confirmed Through its evaluation work, DNV has confirmed that the
allocated to Green Projects that state |:| Not Applicable documents: fundraiser has evaluated that some or all of the funds to be
the clear environmental benefits, /01//02//03//05//06 raised by a transition bond will be used for green/transition
which should be assessed by the / projects that will result in environmental improvement
issuer benefits (CO, emission reductions) and that such
Interviews with environmental improvement benefits have been evaluated
stakeholders by the fundraiser.
1-@© Environmental benefit of Green Bond |X| Yes[ | No Confirmed Through its evaluation work, DNV has confirmed that
proceeds, where feasible, |:| Not Applicable documents: green/tra.nsmlon projects fpr Wh.ICh the funds WI!| .be gsed
quantification is recommended. /01//02//03//05//06 have environmental benefits (climate change mitigation),
/ which will be assessed by the fundraiser and quantified
where possible.

Page of 80 of 91




DNV

Idemitsu Kosan Co.,Ltd. Green/Transition Bond Framework, Second Party Opinion

Sectio | Requirements Requirement Work Undertaken DNV Findings
Interviews with
stakeholders
1-@ In advance, issuers should provide |X| Yes|:| No Confirmed Through its evaluation work, DNV has confirmed that the
investors with information regarding |:| Not Applicable documents: fundraiser intends to explain to investors in advance when it
the use of Green Bond proceeds /01//013/ issues a specific green/transition bond by means of the
through legal documentation (such as Framework, statutory documents such as an amended shelf
a prospectus) or other documents. Interviews with registration statement, and other documents.
stakeholders
*At the time of this evaluation, the specific use of proceeds
and the timing of the bond issuance have not yet been
determined, and therefore the statutory documents (such as
the Amended Shelf Registration Statement) have not yet
been finalized.
1-® The provision of the information |X| Yes Confirmed Through its evaluation work, DNV has confirmed that an
regarding the use of proceeds should |:| No documents: investor presentation of funds to be raised and used to
specify the Green Project categories. |:| Not Applicable /01//013/ flr)ance greep/transm{on prOJech will be prggenteq in line
with the Basic Guidelines for Climate Transition Finance and,
Interviews with where appropriate, the project categories of the Green Bond
stakeholders Principles.
1-® In the cases where individual Green |Z| Yes Confirmed Through its evaluation work, DNV has confirmed that the
Projects have been specified, it is |:| No documents: fundraiser intends to clearly identify to investors the
recommended that issuers clearly . /01/ individual green/transition projects for which the proceeds
present the projects to investors. D Not Applicable will be used once such projects have been specifically
Interviews with identified.
stakeholders
1-® In cases where Green Projects have |Z| Yes Confirmed Through its evaluation work, DNV has identified the
incidental negative environmental |:| No documents: following measures to minimize the potential for eligible

Page of 81 of 91




DNV

Idemitsu Kosan Co.,Ltd. Green/Transition Bond Framework, Second Party Opinion

Ref.

Sectio

Requirements

impacts along with the alleged
environmental benefits, the issuers
should include information regarding
these negative impacts (e.g., how
they are assessed, what the issuers
do to curb them) to investors so that
the investors and market participants
can appropriately evaluate these
impacts.

Requirement

|:| Not Applicable

Work Undertaken

/01//02//03//04//05
//010//011//013/

Interviews with
stakeholders

DNV Findings

green/transition projects to have incidental, negative effects
on the environment, apart from their original environmental
improvement benefits:

(1) Exclusion criteria are defined within the Framework.

(2) The project has a process for environmental impact
assessment, risk management including negative impacts,
and evaluation of optimal verification of investments.

(iii) Through sustainability reports and/or its websites (news
release list), the status of compliance with environmental
protection laws and regulations is disclosed to stakeholders,
including investors.

O 1-@ (In case of where a part of Green |X| Yes Confirmed Through its evaluation work, DNV has confirmed that
Bond proceeds is used to refinance |:| No documents: fundraiser intends to explain the following in their
existing Green Projects,) it is |:| Not Applicabl /01/ explanations to investors if the use of proceeds includes
recommended that the issuers ot Applicable green/transition projects that have already been initiated.
provide information to the investors Interviews with
regarding (1) the amount (or the stakeholders (1) The amount (or percentage) of proceeds to be allocated
share) of the bond proceeds being for refinancing
allocated for refinancing, and (2) (2) The related project category described in the Framework
which Green Projects (or Green
Project categories) may be
refinanced.

o 1-@ When Green Bonds are issued |X| Yes Confirmed Through its evaluation work, DNV has confirmed that when
multiple times to refinance an asset |:| No documents: refinancing through multiple green bond issues for assets
that requires long-term maintenance, /01/ that need to be maintained over a long period of time, the

the issuer should clearly disclose the
asset’s age and remaining useful life
and the amount to be refinanced as at
the time of the bond issuance,

|:| Not Applicable

Interviews with
stakeholders

intention is for the fundraiser to clearly disclose the age of
the asset, its remaining durable years, and the amount to be
refinanced at the time of issuance.
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DNV Findings

Requirement

Ref. Sectio | Requirements

Work Undertaken

DNV has also confirmed that the fundraiser intends to
disclose the sustainability of the environmental improvement
effects over a long period of time, based on the impact
reporting approach.

evaluate the long-term sustainability
of environmental benefits and obtain
an assessment from an external
reviewers for verification.

GBGLs-2 Process for Project Evaluation and Selection

Ref. Section Requirements Requirement Work Undertaken DNV Findings

o 2-® In advance, issuers should provide |Z| Yes Confirmed Through its evaluation work, DNV has confirmed that
investors with information regarding |:| No documents: fundraiser intends to explain to investors in advance their
the following: . /01/ "environmental goals" (i.e., the environmental benefits
The environmental sustainability D Not Applicable they intend to achieve through the green/transition
objectives that the issuers intend to Interviews with bond).
achieve through Green Bonds. stakeholders

(@) 2-O In advance, issuers should provide |Z| Yes|:| No Confirmed Through its evaluation work, DNV has confirmed that
investors with information regarding |:| Not Applicable documents: fundraiser intends to explain to investors in advance that
the following: /01/ the nominated green/transition project is in line with the
The criteria for determining the Basic Guidelines on Climate Transition Finance and,
appropriateness of Green Projects Interviews with where applicable, with a project category of the Green
based on the environmental stakeholders Bond Principles.
sustainability objectives described
above

(@) 2-© In advance, issuers should provide |E Yes Confirmed documents: | Through its evaluation work, DNV has confirmed that
investors with information regarding |:| No /01//02//03//07/ fundraiser has explained to investors in advance the
the following:
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Section

Requirements

The process for determining how
Green Projects fit the criteria for the
achievement of the environmental
sustainability objectives (The process
for the determination refers to the
reason why issuers determine that
Green Projects can provide
environmental benefits appropriately
in light of the objectives and criteria
for the use of Green Bond proceeds,
how and by whom are the criteria
applied and used to determine
whether Green Projects are
appropriate in light of the objectives,
and the like)

Requirement

|:| Not Applicable

Idemitsu Kosan Co.,Ltd. Green/Transition Bond Framework, Second Party Opinion

Work Undertaken

Interviews with
stakeholders

DNV Findings

process of evaluation and selection of eligible

green/transition projects.

exclusion standard to identify and
control such potentially material
environmental and social risks of
Green Projects, the issuer should
explain it to investors in advance as
one of the criteria it applies.

|:|No

|:| Not Applicable

/01//02//03//04//05//
010//011//012/

Interviews with
stakeholders

O 2-® It is recommended that the issuers |:| Yes Confirmed documents: | Through its evaluation work, DNV has confirmed that, in
explain to investors in advance any |:| No /01/ evaluating and selecting green/transition projects, the
environmental standards or . fundraiser intends to explain to investors in advance that
certifications that the issuers will IXI Not Applicable Interviews with the projects are in line with the technical roadmaps in the
refer to in evaluating and selecting a stakeholders oil, chemical, and electric power sectors, published by
Green Project to be financed. METI, and, if applicable, are consistent with the project

categories defined in the Green Bond Principles.

(@) 2-@ If an issuer intends to establish an |E Yes Confirmed documents: | Through its evaluation work, DNV has confirmed that the

fundraiser intends to establish the followings, to identify
and control potentially significant environmental and social
risks that the nominated green/transition projects may
have, and to explain them to investors in advance:

(1) Exclusion criteria are defined within the Framework.
(2) The project has a process for environmental impact
assessment, risk management including negative impacts,
and evaluation of optimal verification of investments.
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DNV Findings

Ref. Section Requirements Requirement

Work Undertaken

(iii) Through sustainability reports and/or its websites
(news release list), the status of compliance with
environmental protection laws and regulations is disclosed
to stakeholders, including investors.

O 2-® It is recommended that internal |E Yes Confirmed documents: | Through its evaluation work, DNV has confirmed that
groups who have expertise, such as |:| No /01//02//03//07/ some departments in the fundraiser, with expertise
the environment related group, or . related to safety and environmental management, are
external institutions check whether D Not Applicable Interviews with involved in the project selection process, and, where
the determination process is suitable stakeholders applicable, external agencies are involved to provide
from an environmental point of view. checks and balances to ensure appropriateness from an

environmental perspective.

O 2-@ It is recommended that issuers |E Yes Confirmed documents: | Through its evaluation work, DNV has confirmed that
position their environmental |:| No /01//02//03//04/ information on the environmental goals, criteria, and
objectives, criteria and information . processes for green/transition projects are placed within
on their processes in the context of D Not Applicable Interviews with the context of the fundraiser's transition plan (business
their comprehensive environmental stakeholders strategy) and are explained to investors.

sustainability objectives, strategy,
policies and so on (e.g., medium-
term management plan,
sustainability strategy, CSR strategy)
when explaining them to investors.

GBGLs-3 Management of proceeds

DNV Findings

Requirements Requirement

Work Undertaken

(©) 3-@ Issuers should track and manage the net |E Yes Confirmed Through its evaluation work, DNV has confirmed that the
Green Bond proceeds in an appropriate |:| No documents: fundraiser plans to ensure that the full amount of funds
manner. These tracking and managing |:| Not Applicable /01//08/
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Sectio Requirements Requirement Work Undertaken DNV Findings
activities should be controlled by the raised will be controlled and tracked by the fundraiser's
issuer’s internal process. Interviews with internal processes in an appropriate manner.

stakeholders

3-@ As long as the Green Bonds are |E Yes Confirmed Through its evaluation work, DNV has confirmed that the
outstanding, issuers manage the amount |:| No documents: fundraiser will ensure periodically, at least once a year,
of the allocation to the Green project is . /01//08/ that the amount allocated to the eligible project matches
equal to or more than proceed, or issuers D Not Applicable the proceeds from the issuance of the green/transition
should periodically adjust to match the Interviews with bond until the green/transition bond is redeemed, or that
amount of the total Green Bond proceeds stakeholders the total amount allocated to the project and the amount
to the sum of the amount of the proceeds of unallocated funds matches the total amount of
allocated to Green Projects and the proceeds.
amount of the unallocated proceeds.

3-@ If any of the proceeds remains |X| Yes Confirmed Through its evaluation work, DNV has confirmed that, if
temporarily unallocated, the issuer should |:| No documents: unappropriated funds are to arise temporarily, the
explain to investors how it intends to . /01//08/ fundraiser will explain to investors how the
manage the balance of such unallocated D Not Applicable unappropriated funds are temporarily managed in an
funds and endeavour to promptly allocate Interviews with expected manner.
such funds to Green Projects. stakeholders

3-® In advance, issuers should provide |E Yes Confirmed Through its evaluation work, DNV has confirmed that the
investors with information on how Green |:| No documents: fundraiser intends to explain to investors in advance that
Bond proceeds will be tracked and |:| Not Applicable /01//08/ it uses an internal management system to manage the
managed. appropriation of funds (i.e., how it tracks and manages

Interviews with procured funds).
stakeholders
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Work Undertaken

DNV Findings

3-® It is recommended that issuers keep |E Yes Confirmed Through its evaluation work, DNV has confirmed that the
evidenced documents appropriately that |:| No documents: fundraiser has internal document control regulations for
demonstrate how they tracked and |:| Not Applicable /01//08/ the management of funds raised, to ensure that
managed Green Bond proceeds. PP documents and other evidential items are properly kept.
Interviews with
stakeholders
3-® In advance, issuers should provide Confirmed Through its evaluation work, DNV has confirmed that the
investors with information on how documents: fundraiser intends to explain to investors in advance how
unallocated Green Bond proceeds will be the unallocated funds will be managed in cash or cash
managed when the Green Projects that /01//08/ equivalents.
will receive the Green Bond proceeds
have not been determined, or when such
Green Projects have been determined but Interviews with
the proceeds have not been allocated stakeholders
because the allocation timing has not yet
arrived.
3-® It is recommended that issuers manage Confirmed Through its evaluation work, DNV has confirmed that it is
unallocated Green Bond proceeds as an documents: reasonable based on actual performance for the
asset with high liquidity and safety such 101//08/ fundraiser to manage the unappropriated funds in cash or

as cash, cash equivalents, or short-term
financial assets

Interviews with
stakeholders

cash equivalents.
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GBGLs-4 Reporting

Requirements Requirement Work Undertaken DNV Findings
check
4-® Issuers should publicly disclose the X] ves Confirmed Through its evaluation work, DNV has confirmed that the
latest information on the use of Green |:| No documents: fundraiser plans to disclose up-to-date information on the
Bond proceeds after issuance |:| licabl /01/ use of proceeds raised through a green/transition bond to
Not Applicable investors by publishing it through its website on an annual
Interviews with basis.
stakeholders
4-@ Issuers should disclose the latest |Z| Yes Confirmed Through its evaluation work, DNV has confirmed that the
information at least once a year until |:| No documents: fundraiser's disclosures will be published on its website on
full allocation of the proceeds and as |:| licabl /01//08/ an annual basis until the proceeds from the issuance of
necessary thereafter in the event of Not Applicable green/transition bond have been fully allocated.
new developments. Interviews with
stakeholders DNV has also confirmed that the fundraiser intends to
disclose in a timely manner any major events, such as major
changes in its plans for the appropriation of proceeds.
4-3 Disclosed information should include |X| Yes Confirmed Through its evaluation work, DNV has confirmed that
the following contents: |:| No documents: fundraiser intends to include the following items in their
<Contents> . /01//08/ disclosure information:
« A list of the Green Projects to D Not Applicable
which Green Bond proceeds have Interviews with « Amount of funds allocated per project category
been allocated stakeholders » Amount of unallocated funds raised
» A brief description of each Green « Amount of funds allocated to existing expenditures out
Project (including up-to-date of the amount of funds raised
progress) « Environmental improvement benefits expected to result
« The amount allocated to each from the project (e.g., CO; reduction/reduction
Green Project contribution (t-CO3))
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Ref. Secti Requirements Requirement

Work Undertaken L el

« The expected environmental
benefits of each Green Project

« Information regarding unallocated
Green Bond proceeds (the amount
of the unallocated proceeds or the
share of the unallocated proceeds
to the total amount of the
proceeds, when the unallocated
proceeds are expected to be
allocates to Green Projects, and
how the unallocated proceeds are
managed until allocation)

O 4-@ If Green Bond proceeds have been |E Yes Confirmed Through its evaluation work, DNV has confirmed that
allocated to the refinancing of existing |:| No documents: fundraiser intends to explain the followings in its explanation
projects, it is recommended that . /01//08/ to investors if the use of proceeds includes green/transition
disclosed information include: 1) the D Not Applicable projects that have already been initiated.
approximate amount (or the share) of Interviews with
the allocated proceeds used for stakeholders
refinancing, and 2) a list of the Green (i) The amount (or percentage) of proceeds to be allocated
Projects (or the project categories) for refinancing
refinanced. (ii) Project category of the project defined in Green Bond

Principles (if applicable)

O 4-® While it is recommended to disclose 4-@ |E Yes Confirmed Through its evaluation work, DNV has confirmed that
and 4-@ on a project-by-project basis, if |:| No documents: fundraiser intends to make disclosures on a project-by-
there are confidentiality agreements, |:| . /01/ project basis to the extent practicable.
competitive considerations, or a large Not Applicable
number of underlying projects that limit Interviews with
the disclosure of details, it is considered stakeholders

that information is presented in generic
terms or in an aggregated portfolio.
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Ref. Secti DNV Findings

Requirements

Requirement Work Undertaken

() 4-@ When disclosing information regarding |E Yes Confirmed Through its evaluation work, DNV has confirmed that the
the expected environmental benefits of |:| No documents: fundraiser intends to use appropriate indicators (e.g., CO>
projects, issuers should use appropriate . /01//06/ reduction/reduction contribution (t-CO3)), in disclosing
indicators while ensuring consistency D Not Applicable information on environmental improvement benefits,
with the “environmental sustainability Interviews with considering the environmental objective of green/transition
objectives,” the “criteria” for Green stakeholders bond (i.e., mitigation of climate change).

Projects specified in Section 2, “Process
for Project Evaluation and Selection,”
and the characteristics of Green
Projects.

O 4-® When disclosing the expected & Yes Confirmed Through its evaluation work, DNV has confirmed that
environmental benefits of projects, it is |:| No documents: fundraiser intends to use quantitative indicators (e.g., CO;
recommended that issuers, where ] /01//06/ reduction/reduction contribution (t-C0O.)), to the extent
feasible, use quantitative indicators and D Not Applicable practicable, in disclosing information on environmental
disclose information on methodologies Interviews with improvement effects.
and/or assumptions as well as these stakeholders
indicators.
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List of reference materials

/01/  Idemitsu Kosan Green/Transition Bond Framework
/02/  Idemitsu Integrated Report 2021
/03/  Idemitsu Sustainability Report 2021
/04/ IR-related materials
a. Review of Mid-term Management Plan (FY2020~2022) (May 11, 2021)
b. Financial Results for the Second Quarter of FY2021 (November 9, 2021)
/05/  Eligible Projects
a. Summary information on the target project(s) envisaged for the use of the proceeds
b. CO,-free ammonia
c. Idemitsu Green Energy Pellets (IGEP)
/06/  Documents related to CO, emission reduction
a. Supplementary explanatory materials related to CO, reduction contribution throughout the
value chain
b. Methodology and case study materials related to calculation of GHG reduction contribution
c. Idemitsu Kosan GHG Emissions Sustainability Website
d. Supplemental material on low-carbon energy supply
/07/  Related to project evaluation and selection process
a. Investment and Finance Committee Operating Bylaws
b. Investment Drafting Sheet for Strategic Investment
c. Environmental Impact Assessment (Renewable Energy Project no.1)
d. Environmental Impact Assessment (Renewable Energy Project no.2)
/08/  Cash Management
a. Transition Bond Appropriated/Unappropriated Funds Control Chart
b. Cash and cash equivalents at end of year (2019 and beyond)
/09/  Second Quarter of FY2021 Investment Plan Progress
/010/ Biomass Feedstock Sustainability Criteria
a. General woody biomass certification for wood pellets for power generation (January 14,
2021)
b. FSC certificate (certificate registration number: NC-COC-032628/NC-CW-032628)
c. Business Planning Guidelines (Biomass Power Generation) Revised April 2021
/011/ Related to sustainable procurement
a. Idemitsu Kosan Sustainable Procurement Guidelines (November 2021)
b. Sustainable Procurement Self-Assessment Sheet
/012/ News Release List | Idemitsu Kosan (https://www.idemitsu.com/jp/news/)
/013/ Draft Amended and Restated Shelf Registration Statement
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