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Guidance for Impact Companies on Disclosure and

Dialogue in Capital Markets

Creating a sustainable society is an enormous challenge across the globe. In Japan, social and
environmental issues, such as decarbonization, disaster management, and an aging population with
declining birth rates, are rapidly growing in significance.

To resolve these issues, businesses need to implement new technologies and innovate their business
models®. There is an urgent need to support and foster companies that are engaged in such
implementation and innovation, especially those that achieve business growth while placing social

and environmental impact at the core of their business?.

“Impact companies” refers to companies that intend to generate positive, measurable social and
environmental impact through their products and services while achieving business growth®. These
companies take a wide range of financing approaches. Some do not raise external capital, some only

take loans to achieve growth, and others list themselves on the capital markets to raise funds.

Listed impact companies enjoy certain benefits as long as their enterprise values are accurately
assessed by investors in the capital markets. These advantages include an increase in their
fundraising capacity, higher name recognition, stronger management structure, greater public trust,
and higher morale built through incentives given to board members and employees, among others.
Therefore, impact companies’ listing and sustainable growth promote rapid progress in impact
creation, which is one way that the power of capital markets may accelerate the resolution of social

and environmental issues.

The above benefits can be enjoyed if capital markets, especially investors, accurately assess the
impact companies’ medium- to long-term growth potential taking into account a certain amount of
time until the businesses are established as well as risks such as uncertainty, and play a role in

enhancing enterprise value through engagement. Hence, it is important for the capital markets to

l“Report by the Working Group on Impact Investment,” The Financial Services Agency, 2023

2“The Basic Policy on Economic and Fiscal Management and Reform 2023" also states that it is essential to invest

more in companies that have taken on the challenge of resolving social issues and to provide more support to NPOs
and other organizations who work for the same purpose.

3“The Concept Paper for IPOs of Impact-driven Companies,” The Japan National Advisory Board, the Global Steering
Group for Impact Investment (GSG Japan NAB), 2022
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fulfill their expected role.*

While going public offers benefits, impact companies must take on new pressures and
responsibilities, including pressures to keep their business growing after listing, manage increased

administrative costs, meet disclosure obligations with accountability, and engage with investors.

The following challenges are unique to impact companies that seek to leverage capital markets to

increase their enterprise value:

® After going public, coupled with increased stock liquidity, companies face investors with
more diverse views and strategies.

® Some investors are beginning to develop perspectives and tools to appropriately assess the
impact created by an impact company and use the information for their investment
decisions and engagement. However, the effectiveness of those perspectives and tools has
not yet been fully verified or widely recognized.

® \With several varieties of disclosure guidance available, impact companies need to identify
which information they should disclose to have a constructive dialogue with investors.

® Since the development of impact measurement and management to date has mainly
focused on investors, there is only a limited amount of guidance for impact companies on
how to incorporate impact on specific social and environmental issues into their pre-to-

post-1PO business management process.

To address these challenges faced by impact companies at and after listing, it is important to provide
guidance that promotes a common understanding and constructive dialogue between these

companies and capital market participants, primarily investors.

With this background, the Guidance for Impact Companies on Disclosure and Dialogue in Capital

Markets (the “Guidance”) was developed by the Impact IPO Working Group (the “Working Group”),

organized by the Global Steering Group for Impact Investment Japan National Advisory Board (GSG
Japan NAB). The Working Group was launched based on research conducted by the GSG Japan NAB,

4“Draft Basic Guidelines on Impact Investment,” published by the Financial Services Agency in 2023 (included in the
report shown in Footnote 1), defines the role of investors in “Element 4 (innovation/transformation/acceleration):
Support novelty that could accelerate transformations in markets and customers.” It says, “ldentify and support the
novelty and advantages of investee companies and businesses that could create or accelerate changes in the market
and customers so that investees could generate tangible social or environmental impact as well as financial return”
and “Conduct dialogue with investees in a manner that could harness investees’ novelty and potential to develop and

cultivate and gain support from the market.”
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published as “The Concept Paper for IPOs of Impact-driven Companies® and by the Japan Social

Innovation and Investment Foundation (SIIF), published as “Basic Survey for the Realization and

Dissemination of Impact IPOs.” In the Working Group, representatives of a wider range of

stakeholders (e.g., companies, public and private equity investors, securities firms, and other
experts) engaged in discussions to update some of the previous research’s conclusions and develop
the Guidance that will contribute to the concrete practices of planning-to-be-listed and listed impact

company, and of capital market participants, including investors.

The objective of this guidance is to foster a common understanding and constructive dialogue
between impact company and capital market participants, primarily investors, through
information disclosure, etc., so that impact companies can create impact while realizing continuous

enterprise value growth throughout the process before, at, and after an IPO.

Through this Guidance, we hope that impact companies will gain greater recognition from investors,
attract the necessary funding, and achieve greater impact and business growth based on common
understanding and constructive dialogue. Consequently, we hope that capital market participants
will increase their intentionality to create impact, and the power of capital markets will accelerate

the resolution of social and environmental issues.

1) Intended users

® Impact companies differ in factors such as the scale of the social and environmental
issues they work to resolve, business stage, and aspirations for future growth. Based
on the challenges and the objective stated in the previous section, this Guidance is
intended for impact companies with the following three intentions as well as for

investors and other capital market participants.

e Impact companies

m  This Guidance is for impact companies (listed or unlisted) that are pursuing all

three intentions and seek to achieve sustainable growth through the synergies

among the intentions: “creating impact,” “generating earnings,” and “using the

capital markets to continuously enhance enterprise value through constructive

dialogue with investors.”
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https://www.siif.or.jp/wp-content/uploads/2022/11/%E3%82%A4%E3%83%B3%E3%83%91%E3%82%AF%E3%83%88IPO%E5%AE%9F%E7%8F%BE%E3%83%BB%E6%99%AE%E5%8F%8A%E3%81%AB%E5%90%91%E3%81%91%E3%81%9F%E5%9F%BA%E7%A4%8E%E8%AA%BF%E6%9F%BB.pdf

m  For more information on the relationships among the three intentions, please

refer to the “Positive Feedback Loop” discussed later.

(i) Creating impact
® For this Guidance’s target impact companies, creating impact is at the
core of their business. These companies define the impact they intend to
create by including solutions to social and environmental issues in their

mission, purpose, and articles of incorporation, etc., as their primary

business objective.

® Based on the concept of impact measurement and management (IMM),
these companies set impact indicators as important benchmarks for
making management decisions, regularly measure and assess whether
impact is being created as planned, and establish a system for
allocating management resources and formulating and reviewing
management strategies based on the results.

* Impact measurement and management (IMM) refers to a daily process of seeking
to increase positive impact and reduce negative impact through business
improvement and decision-making based on the measurement results. Since IMM
has mainly been developed from the perspective of impact investors®, it is not

necessarily a well-established concept for companies’ business management.

(ii) Generating earnings
® These target companies intend to develop a business model that enables
them to make the impact defined in their mission, purposes, and articles
of incorporation through their business activities. The companies seek to
achieve continuous business growth by initiating a virtuous cycle of
impact and earnings (note that the “earnings” in this context include
medium- to long-term earnings factored into business strategies and

plans, rather than those that are projected with certainty).

(iii) Using the capital markets to continuously enhance enterprise value
through constructive dialogue with investors

5An example of an IMM guidebook for investors in Japan is The Guidebook for Impact Measurement & Management

(IMM for impact investing in listed and unlisted shares), published by GSG Japan NAB (2021).

JPNIGSG .\

Driving real impact 6


https://impactinvestment.jp/user/media/resources-pdf/Guidebook_for_Impact_Measurement_and_Management.pdf

® Through their listing, these companies seek to continuously enhance
their impact and enterprise value through a constructive dialogue with
investors, aiming to attract funds not only from those who actively invest

in impact companies but also a wide range of investors.

m  The above definition applies only to impact companies that aim to or have
already gone public. Impact companies that do not plan to list themselves on

the stock market may have different business policies or strategies.

® Investors and other capital market participants
m  The Guidance is intended to help not only investors who are active in investing
in impact companies, but also other stakeholders in the capital markets,
including a wide range of investors, securities firms, and stock exchanges. By
referring to the Guidance, stakeholders can proactively deepen their
understanding of how these companies’ impact creation and impact-oriented
business management can affect their enterprise value and have a constructive

dialogue with companies towards greater enterprise value.

2) Usage of the Guidance

® This Guidance has been written as a reference for impact companies and capital market
participants detailing the four steps to accelerate the “positive feedback loop (described
later).” These four steps span from impact companies’ strategy development to
information disclosure/ engagement throughout the pre- to post-IPO process.® Impact
companies and stakeholders in capital markets can consult this Guidance as they move
ahead with their undertakings. We advise that disclosure based on this guidance be clearly
stated in disclosure and other documents. Going public while a company continues to work

on these four steps is called an “impact IPO.”" If a company has carried out an “impact

®As described in Chapter 5, these four steps represent the recommended approach for understanding the concept of
IMM and applying the idea to a company’s business management.

’GSG Japan NAB and SIIF have been engaging in studies and discussions in order to resolve issues that impact
companies face when they go public. The report by SIIF on the Basic Survey for the Realization and Dissemination of
Impact IPOs describes an impact IPO as follows:

“(i) An IPO conducted by a company that intends to create a positive impact while the business demonstrates that it
properly engages in impact measurement and management (IMM). Also, (i) The commitment to raising enterprise

value by briefing stakeholders in the company on the status of the impact-making efforts and IMM to attract funds

JPNIGSG .\
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IPO” based on this Guidance, we advise the company to clearly state that fact in a
disclosed document.

® The Guidance was developed by the Impact IPO Working Group organized by GSG Japan
NAB and is not legally binding. The disclosure elements stated in Step 4 are also subject
to various existing rules and regulations and are intended to supplement existing rules,
principles, and guidance, including the listing rules.

® Currently it is essential to facilitate the emergence of as many exemplary initiatives as
possible. Thus, the Guidance is not designed as a reference to certify or rate impact

companies.

3) Planned future of the Guidance

® The Working Group plans to release the first version of the Guidance after soliciting
opinions from a wider range of interested parties by cooperating with related organizations.
At the same time, the Working Group will also accept opinions about remaining topics from
the Working Group meetings, including how to introduce the Guidance in stages. Then, we
will promote the Guidance as a reference for impact companies and capital market
participants. Once we have enough examples of practices based on the Guidance and

feedback on the Guidance from users, we hope we can update the Guidance.

from impact-oriented fund suppliers when the business goes public so that the company will continue to pursue the
impact and IMM.”

The definition of “impact IPO” this Guidance presents is an updated and fleshed-out version of the above tentative
definition given by SIIF. The above tentative definition of "impact IPO" by SIIF focused more on the time of listing. In
contrast, the working group argued that in light of the original objective of impact companies to realize sustainable
corporate value enhancement while creating impact even after listing, it is important to focus on ongoing efforts
before and after listing, rather than only at the time of listing. The working group also discussed the importance of
promoting understanding and dialogue among market participants, not limited to impact investors, given the diversity
of investors in the listed market, while the previous SlIF’s tentative definition focused on fundraising from impact
investors. It was discussed that it is important to promote understanding and dialogue among market participants
that are not limited to impact investors. Based on the above discussion, the definition of "impact IPO" provided in the

Guidance is an update of the previous tentative definition.

JPNIGSG .\
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1) Enterprise value

It is vital for an impact company to enhance its evaluation by capital markets so that it can
utilize its enhanced value to increase its impact. Hence, this Guidance defines enterprise

value as stated below:

® ‘“Enterprise value” in the Guidance refers to market capitalization (MarketCap),
representing the value given in capital markets.

® This enterprise value refers not only to the market capitalization at the time of an IPO
but also to the prospect of the business’s continuous growth. General finance theory
defines market capitalization as shareholder value. Generally, shareholder value plus
debt, which is creditor value, is defined as enterprise value. However, for clarity, this

Guidance refers to market capitalization as enterprise value.

Market capitalization is affected considerably by the present value of cash flow calculated
by dividing future cash flow by capital costs. This means that an impact company needs
to clearly present to investors how its business model and growth strategy will affect

its future cash flow and capital costs.

* Non-financial information (about sustainability), in addition to financial information, is becoming
increasingly valuable as a factor in predicting future cash flow and capital costs. Apart from disclosure
standards that have been evolving, studies have been conducted to identify how non-financial information

influences enterprise value.

2) Positive feedback loop and four steps to speed up the loop

By disclosing information to investors and engaging in constructive dialogue based on a
business model and growth strategy designed to create impact and generate earnings,
impact companies can utilize capital markets to further enhance their management capital
(described as “6 capitals” in the figure below based on the International Integrated
Reporting Council’s (IIRC)® value creation process) and to make upfront investments.
Taking this step enables the company to raise its enterprise value and enhances the

capital market’s evaluation of the company, which in turn will generate more impact and

8(International Integrated Reporting Framework (Japanese translation), IIRC)

JPN|GSG .\

Driving real impact 9



https://www.integratedreporting.org/wp-content/uploads/2015/03/International_IR_Framework_JP.pdf
https://www.integratedreporting.org/wp-content/uploads/2015/03/International_IR_Framework_JP.pdf
https://www.integratedreporting.org/wp-content/uploads/2015/03/International_IR_Framework_JP.pdf

earnings, creating a cycle of continuous growth. This cycle is called a “positive feedback
loop” in this Guidance.

® The cycle may vary in form and timeline. In some cases, enterprise value rises after an
impact is created and earnings are generated. In other cases, before impact and earnings
are realized, enterprise value rises when the company’s positioning or other factors lead
the market to acknowledge the achievability of impact and earnings. Then, this
acknowledgment serves as a foothold that allows the business to make further impact and

earnings.

® The next chapter presents the four steps that impact companies are advised to take to
accelerate this positive feedback loop spanning the process from strategy development to
information disclosure.

Figure : Positive Feedback Loop

Element (i) —— . Element (ii)

The company defines impact Yield The company has created a
creation as the primary Create an financial business model that enables it to
purpose of its business and impact returns make the impact specified in its

works to establish a
foundation of business
management that revolves
around the intended impact

mission statements, purposes, and
articles of incorporation through its
business activities so that a positive
cycle of impact and financial
returns will keep its business

Six Capitals

growing.
b Raise .
enterprise Element (iii)
value using The company uses capital markets to
capital markets keep its business growing and raise its

enterprise value.
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5. Four Steps to Accelerate a Positive Feedback Loop

® This chapter presents the steps that impact companies are advised to take to accelerate a
positive feedback loop. These steps span the process from strategy development to
information disclosure. They explain how the concept of IMM can be best understood and
applied to a company’s business management.

® Given the purpose of this guidance, we omitted content that is common to all listed

companies and included considerations for the four basic steps from strategy formulation to

information disclosure based on the unique characteristics of impact companies.

® The four steps are a PDCA cycle, and the model is intended to be improved through repeated
hypothesis testing in an iterative process before and after listing, through discussions within
the company and dialogues with investors. The four step model does not require 100%

perfection in the initial stage.

Four Steps to Accelerate a Positive Feedback Loop

Step 1 Step 2
Strategy development Business plan and KPI

Step 3 Step 4
Incorporation into the Information disclosuref/
development

management decision- engagement
making process

Recommended for Impact Enterprises
[ ] [ ] [ ] [ |

» The what, who, contribution = Metrics are designed from = Performance values = Based on characterisiics
{why), how much, and risk both impact and earnings related to the KPIs are unigue to impact
elements of the business are generation perspectives, regularly collected for enterprises, the company's
designed from the perspective and the relationship analysis and incorporated growth story is disclosed
of not only earnings generation between the two is clear. into the management qualitatively and
but alzo impact creation. decision-making process. quantitatively from
= Ambitious and achievable investors’ perspectives
» Utilizing frameworks such as short- | medium-, and = An execution system for (profitability, growth
the Logic Model and Theory of long-term targets are set the FDCA cycle is in potential, and probability of
Change, the relationship by back-casting from long- place. growth).
betweaen impact creation and term goals.
eamings generation is
explained as a consistent
story.

Governance

= The company has a systematic process in place for management decision-making, including appropriate risk-taking, to achieve confinuous
business growth with synergies between impact creation and earnings generation.

JPN|GSGA\\ Guidance for Impact Companies on
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Step 2 Step 3 Step 4
Business plan and Incorporation into Information
KFI development the management disclosure/
decision-making engagement
process

Pre-IPO

IPO
Continuously refining

Post-IPO )

>

Step 1: Strategy development

® Usually, a company develops its business model and growth strategy based on its analysis of
market conditions, the competitive environment, customer needs, etc.

® Impact companies characteristically view the need to resolve social and environmental
issues as a business opportunity and design their businesses primarily to create an impact.

® Therefore, impact companies should consider designing their strategies from the

perspective of impact creation in addition to that of earnings generation.

Establishing management philosophy (e.g., purpose, mission, articles of incorporation)

® |n developing strategies, the impact that the company intends to create should be expressed

in its management philosophy, including purpose, mission, and articles of incorporation.

Strategy development

® Based on the expressed management philosophy, the company should consider exploring
what its business should look like from the perspectives of both impact and earnings.
® In this process, the company should consider designing its overall business by applying the

concept of the International Integrated Reporting Framework’s six capitals in addition to

JPN|GSGA\\ Guidance for Impact Companies on
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Impact Frontiers' “Five Dimensions of Impact,” which are “What, Who, Contribution (Why),
How Much, and Risk.”

® \When developing a business model and growth strategy based on the ideas explored above,

the company can use a logical framework, Theory of Change, and the frameworks shown in

References 1 and 2 below. The company can develop coherent narratives that describe the

relationship between impact creation and earnings generation.

® In this process, the company should also consider utilizing the feedback received through

dialogue with investors and other stakeholders.

Management Philosophy (Purpose, Mission, Articles of Incorporation, etc.)

Social & Environmental Impact
{lmpact Creation)

What outcomes does the company contribute to?

Economic Impact
(Earnings Generation)

What customers’ problems will the business solve?

How important is the outcome to the affected How How much do these problems matter to the
What stakeholders? customers?
""" Who does the company affect? ~ Business
How underserved are they in relation to the model ‘;‘Jﬂl::;;lr'? the customers that will receive the value
Who i o] !
ouicomes delivered by the company Who are the other key stakeholders in the business
____________________________________________________ ﬁ __._(e.0, suppliers, partners)?
Contri Have the company's efforts achieved good P ] Why can the company gain a competitive advantage
bution outcomes that otherwise would not have occurred? iCompetitive! over other companies? (e.g., technological
(Why) radvantages ; capability, brand power, cost competitiveness, talent,
SR established networks)
How How many people experience the outcomes, how What is the approximate size of the target market?
— much change be brought to the stakeholders, and How great is the market's potential/potential
how long will they experience the change? Growth expansion?
""""""""""""""""""""""""""""""""" strategy Tt
. How likely is it that an impact created may be What are the_potential HSKS caonsidering changes in
Risk different than expected, and how critical would the external and internal environment(s)?

difference be?
Sources of value creation
{organizational strengths) Financial, Manufactured, Intellectual, Human, Social and Relationship, and Matural Capitals

s What are the company’s strengths that serve as sources of value creation, and what effects will those strengths have on
impact creation and profit generation?

<Reference 1>
® To develop a growth strategy, an impact company should use existing tools, such as Theory of
Change and a logical framework, to clarify the relationship between the company’s business
and impact.

(Center for Theory of Change)

(See Appendices for Theory of Change, logical frameworks, and value creation models

presented by companies.)

% Five Dimensions of Impact | Impact Frontiers

According to the Social Impact Management Initiative (SIMI), “output” refers to “direct outcomes of activities in which

", u

an organization or a project engages, including products and services”; “outcome” to “changes and benefits brought
about by the output of a business or a project”; and “impact” to “social and environmental outcomes, short- or long-

term, achieved by the business or activities.”

Guidance for Impact Companies on
Disclosure and Engagement in Capital Markets
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<Reference 2>

® An impact company should consider referring to IIRC’s six capitals when it discusses the

sources of its value creation (i.e., its strengths as an organization). Using the six capitals

framework helps a company make a more comprehensive list of its value-creation sources.

(International Integrated Reporting Framework (Japanese translation))

Six Capitals Description in lIRC Guidelines'? Examples of Strengths Specific to
Impact Companies
Financial The pool of funds is: ® Better access to stable capital
capital - Available to an organization for use in from impact-driven and long-term
the production of goods or the investors
provision of services.
- Obtained through financing (e.g.,
borrowing, selling equity, or receiving
grants) or generated through
operations or investments.
Manufactured | Manufactured physical objects (as ® Advantages related to supply
capital distinct from natural physical objects) chains and production facilities
that are available to an organization for (For example, if a company
use in the production of goods or the develops facilities or
provision of services, including: infrastructure designed to
- Buildings manufacture its regular products
- Equipment in a greener way, the
- Infrastructure (such as roads, ports, manufactured capital for the
bridges, and waste and water development can be a competitive
treatment plants). advantage.)
Manufactured capital is often created by
other organizations, but includes assets
manufactured by the reporting
organization for sale or when they are
retained for its own use.
Intellectual Organizational, knowledge-based ® F[Fach company’s unique
capital intangibles, including: technologies, know-how, and

10 “International Integrated Reporting Framework,” January 2021. The Japanese text has been provided by the

secretariat that translated the guidelines, referring to the International Integrated Reporting Framework (Japanese

translation). (The translation is not word-for-word.) See Appendices for the original text.
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Intellectual property, such as patents,
copyrights, software, rights and
licenses

“Organizational capital” such as tacit
knowledge, systems, procedures and

protocols.

experience

® R&D capabilities and bodies, etc.
(For example, if a company can
develop unique and innovative
technologies designed to
dramatically reduce
environmental burdens and
enhance the impact it creates,
these abilities serve as a barrier
to competitors’ entry into the
market, thereby creating a

competitive advantage.)

the ability to share information to

enhance individual and collective well-

being. Social and relationship capital

includes:

- Shared norms, and common values
and behaviors

- Key stakeholder relationships, and
the trust and willingness to engage

that an organization has developed

Human People’s competencies, capabilities and | ® Advantages related to
capital experience, and their motivations to recruitment, talent development,
innovate, including their: diverse and versatile talent,
- Alignment with and support for an employee engagement, etc.
organization’s governance
framework, risk management
approach, and ethical values
- Ability to understand, develop and
implement an organization’s strategy
- Loyalties and motivations for
improving goods and services,
including their ability to lead and
manage the organization and
collaborate.
Social and The organizations and relations formed ® Trust and relationships developed
relationship within and between communities, groups by working with diverse
capital of stakeholders, and other networks, and stakeholders, including

customers and beneficiaries,
stakeholders contributing to the
resolution of social and/or
environmental issues, vendors,
and local communities

® Action and ability to widely share
information useful for not only
the company, but also for other

companies, public organizations,

JPNIGSG .\
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and works to maintain with external
stakeholders

- Intangibles associated with the brand
and reputation that an organization
has developed

- An organization’s social license to

operate.

and research institutions
(Examples of useful information
include the realities of social and
environmental issues, outcomes
that could be produced when the
issues are resolved, and
knowledge and know-how built up
through the company’s efforts.
Actively sharing these types of
information can become valuable
for the industry or the community
as a whole. Consequently, such
information sharing can become a
competitive advantage by
expanding the total addressable
market (TAM) and by accelerating
the company’s business growth.)
Brand value and reputation,
which are built through
consistent action and
communication based on the

company’s purpose and mission

Natural

capital

All renewable and non-renewable
environmental resources and processes
that provide goods or services that
support the past, current, or future
prosperity of an organization, including:
- Air, water, land, minerals and forests

- Biodiversity and eco-system health.

Advantages brought by the
company’s business model (e.g.,
ability to offer products and
services that are as good as or
greater than its conventional
ones in greener ways)

The effect of reducing CO2
emissions and other negative
environmental impacts through
the company’s products and

services
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Step 2: Business Plan and KPI Development

® To implement the business model and growth strategy developed in Step 1, the impact
companies should consider how to allocate management capital, develop a business plan,
and set key performance indicators (KPls).

® The impact companies should consider setting KPIs not only for earnings but also for
impact creation. The companies should give these indicators equal priority.

® Also, in setting KPI targets, the impact companies are advised to backcast from their long-

term impact goals, not as an extension of current business, thereby setting targets that

are as ambitious and attainable as possible based on benchmarks.

Designing KPls

® Before designing KPls, each company needs to define what social and/ or environmental
changes it aims to create in the short-, medium-, and long-term and communicate this
as a coherent story. As described in Guidance’s Step 1, the impact companies can develop
such objectives and stories in their growth strategy by using a framework such as a logical
framework or Theory of Change.

® Based on their individual stories, the impact companies are encouraged to design indicators
from both earnings and impact creation perspectives.

® Specifically, as the figure below shows, the impact companies should consider breaking
down their impact goals into more manageable indicators while considering the following

three points:

1) Different levels of indicators

B The indicators that measure progress toward impact goals often correspond to
so-called macro data, and it can be difficult for a company to accurately gauge
its contribution to these numerical values (e.g., healthcare costs in Japan and
CO2 emissions across Japan).

B Hence, based on the logical framework or Theory of Change created for the
growth strategy, each company can design changes it aims to produce in stages
toward the impact goals, and then set indicators at the optimal level to measure
them.

2) Measurability and comparability

B Since management indicators are supposed to be measured and managed on an
ongoing basis, indicators that are quantitative and measurable should be used
as much as possible.

B The impact companies may also set qualitative indicators for reasons such as

difficulty in obtaining quantitative data or usefulness in obtaining qualitative
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information for analyzing quantitative data, etc. The companies should also
consider having clear measurement and management methods for the
qualitative indicators.

B |n addition, it is desirable to use indicators that can be compared with other
companies and with the company’s own chronological records, as much as
possible, by using the industry average and the benchmark data (e.g., the
national average and threshold), and by showing information in ratio.

B [f the companies use any indicator published in academic papers or by third-

party organizations, they should indicate the sources to enhance reliability.

3) Interconnectedness of impact creation and earnings generation

B The impact companies should try to clearly describe how KPIs for impact
creation and those for earnings generation are interconnected.

B There may be various relationships, including the ones below. Whatever the
relationship is, the companies should consider how to clearly explain why the
indicators are key to the company’s medium- to long-term business.

® The impact-related KPIs and earning-related indicators are fully
synchronized and proportionally related.

® The two KPIs are independent and work against each other.

To Create Impact To Generate Eamings

'd ™ ) . . ) . » .

A: UKimate impact goals to achieve A’ Financial goals envisioned in long-
through business, macro indicators for term business plans

Goal sociallenvironmental issues {£.g.. "Eam XX-% globsl market share in 20507)
(e.g., healthcare costs, CO2 emissions)

. e
B: Indicators for medium-term outcomes B" Targets for the next 3 - 5 years based
the company aims to produce on the company’s medium-term business

KGl* (e.g., number of patients, volume of electricity p|a|-|5
generated from clean energy scurces) {e.g.. *Overseas sales of X004 billion by 20307)
s ™
C: Indicators that serve as impact drivers to C’: Indicators that serve as eamings
KPI* for business achieve medium-term outcomes drivers to achieve medium-term financial
activities (e.g., number of patients with chesity wha have targets
improved their ifestyles, number of the company’s (e.9.. “Marketing reach of X3¢ viewers in Area %07

" J offices that have adopted remewable energy sources)

KPI* for D: Indicators that measure the company’s strengths and capacity, mainly in terms of the six
management capitals
infrastructure (e.g., percentages of women managers, employee engagement rate)

* KGls stand for Key Goal Indicaters, which are guantitative mefrics to measure progress toward ultimate management/business goals. KPls, on the other hand, are
indicators used to quantitatively evaluate whether each process for achieving KGI targets is properly taking place.

Setting KPI targets

® |mpact companies characteristically create impact intentionally as the primary purpose of

their businesses rather than accidentally as a result of their business activities.
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Therefore, when setting targets, companies should backcast from the long-term impact
goal, not as an extension of current business. The companies should try to set targets that
are as ambitious and attainable as possible based on benchmarks.

It is vital to clearly present how much the company aims to accomplish in the short,
medium, and long terms based on the timeline toward achieving the impact goals. This will
facilitate the company’s business growth as well as prevent any expectation gap between

the company and investors.

<Reference 3: Impact metrics>

“Using Impact Metrics to Promote Dialogue with Purpose as Starting Point,” Keidanren

(Japan Business Federation)

IRIS+

“Trends in Environmental Impact Assessment,” The Ministry of the Environment

Project Frame
5 dimensions

“Emerging Climate Technology Framework,” CDP

Step 3: Incorporation into the Management Decision-Making Process

Impact companies are characterized by the fact that their management is committed to
building relationships with not only shareholders but also diverse stakeholders, and to
solving social and environmental issues.

Hence, these companies should consider routine discussion of impact creation as an
important management issue, regularly monitor their KPls, and incorporate the results
into their decision-making process.

In addition, the companies are encouraged to have a process or team to routinely operate
the PDCA cycle in order to ensure the regular monitoring of KPIs and their incorporation into
the decision-making process.

The table below shows key considerations and recommended practices for ensuring
management’s commitment to impact creation and incorporating that into a decision-making

process.

Key Considerations for Incorporation
into the Management Decision- Recommended practices

making Process

Management’s | Incorporation into key | ® Impact creation is clearly defined as the primary
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commitment management management philosophy in mission, purpose, and

philosophy articles of incorporation, etc.

Incorporation into key | ® Impactindicators are viewed as key management

management indicators.

indicators

Incorporation into ® As with other management-related performance
incentives indicators, there is a system designed to incentivize

management to produce outcomes and to make
contributions toward intended impact (e.g.,
monetary incentives linked to progress toward the

impact the company aims to create).

Incorporation Information provision <Progress measured using impact metrics>

into decision- | essential for decision- | ® The company regularly collects, analyzes, and

making making assesses data based on impact indicators.

process Moreover, the assessment results of the impact
indicators are reflected in the company’s strategy
review and in decisions made on management
resource allocation.

<Risks/Opportunities>

® The company regularly monitors and assesses not
only the intended positive impact, but also
unintended negative impact that it has on society
and on its business.

® The company regularly monitors and evaluates the
global trends and regulatory status of social and
environmental issues it aims to solve. Based on
such analysis, the company evaluates the potential
for new business opportunities (markets) and
greater impact creation.

<Stakeholders’ opinions>

® The company identifies stakeholders involved in
the social and environmental issues it aims to
resolve. It periodically creates opportunities to
interview these stakeholders for their opinions. It
also treats these opinions as input information for
decision-making.
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Established PDCA ® The company has a system or operational structure
system designed to support PDCA (Plan-Do-Check-Act)
that connects the efforts to regularly monitor and
analyze progress against KPI targets to the

management decision-making process.

® To facilitate a meaningful dialogue with investors and other capital market participants,
impact companies should consider disclosing information from the following two
perspectives used in enterprise value assessment while also emphasizing their unique

characteristics as impact companies.
m  Profitability and growth potential
m  Probability of continuous growth
* The probability of continuous growth refers to the chance of an impact company

generating earnings and growth.
® The table below shows the characteristics unique to impact companies and the elements
that should be considered disclosing based on those characteristics.

m  Please note that there are currently no fixed rules or regulations specifically for
impact companies’ disclosure. Thus, each company should determine its own best
way to disclose the elements listed below.

m  Please also refer to some of the Japanese and overseas companies' disclosure

methods compiled in the Appendix.

Characteristics Unique to Impact
companies (+): Potential factor in positive
Angle reputation Recommended Disclosure Element

@® (-): Potential factor in negative

reputation
Profitability | (+) The scale and severity of (i) Trends in social/environmental
and growth | social/environmental issues that the issues to be addressed (including the
potential company is addressing can be a factor | scale of TAM)

supporting market size and growth

potential.

(+) New markets may be created by (ii) Growth strategy (including
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leveraging innovative technologies and | potential expansion of the TAM)
business models that have the potential

to generate impact and earnings.

(-) It may take a certain amount of time
to develop innovative technologies and
business models that can generate

earnings and impact.

Probability | (+) By stating its intention to create (iii) Quantitative information that
of impact in its mission and purpose, the illustrates the source of the
continuous | company may be able to establish a company’s competitive advantages
growth source of matchless competitive

advantages.

(-) The status of the (iv) Risk/Opportunity management

social/environmental issue that the policy

company aims to resolve may depend
considerably on the national/local
government’s regulatory moves; or if the
company creates negative impact
instead of intended positive impact, it
may affect the company’s business

growth.

(+) (-) The company’s management (v) Overall picture of stakeholders and
needs to consider the value that it can the company’s policy on governance
provide to diverse stakeholders,
including listed-equity investors seeking

short-term returns rather than impact.

Specific disclosure items

Recommended L .
. Specific disclosure items
Disclosure Element

(i) Trends in ® \What is the scale of the social/environmental issues to be
social/environmental addressed? (e.g., area, time horizon, targeted industry segments,
issues to be etc.)

addressed (including | ® How serious are the social/environmental issues to be addressed?
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the scale of TAM)
and intended impact

What efforts are being made in the public and private sectors to
solve them globally?

What kind of impact do you intend to create by solving the targeted
social and environmental issues? (Specifically, describe the impact
you intend to create based on the “Five Dimensions of Impact”

examined in STEP 1 Strategy Development)

(ii) Growth strategy
(including potential
expansion of the
TAM)

To move toward the ultimate impact goals, what short- and medium-
to-long-term impact (i.e., outcome) does the business aim to create?
What short- and medium-to-long-term impact KPIs have been set,
and how much progress has been measured to date? Also, how do
these KPIs correlate with financial KPIs?

What actions does the company specifically plan to take to create
short- and medium-to-long-term outcomes?

How likely is an unprecedented market to be created, and how much
can the TAM be expanded?

(iii) Quantitative
information that
illustrates the source
of the company’s
competitive
advantages

In terms of the six capitals (financial, manufactured, intellectual,
human, social and relationship, and natural capitals), what elements
are the sources of the company’s competitive advantages? What
evidence supports that those elements are indeed the company’s
strengths?

What positive effects does the company think the sources of its
competitive advantages could have on its financial value? * See
<Reference 4> below.

How does the impact created by the company affect its six capitals
(the sources of competitive advantages) and contribute to earnings
generation and business growth? (Use as much quantitative data as

possible to illustrate the correlations.)

(iv) Risk/Opportunity
management policy

What are the negative impacts that may occur in the process of
expanding the positive impact the company intends to create?
How does the company plan to acknowledge and manage those
negative impacts as risks?

How does the company regularly monitor trends in the
social/environmental issues it aims to resolve and assess risks and

opportunities in a systematic way?

(v) Overall picture of
stakeholders and the

What is the company’s understanding of stakeholders involved in the

social/environmental issues the business aims to resolve? What
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company’s policy on values can the company provide to these stakeholders?
governance ® How does the company incorporate impact creation into its
management decision-making process as well as its decision-

making body? * See Step 3 and the “Governance” section.

<Reference 4>

® Various research institutes and companies analyze the effects that the sources of a
company’s competitive advantages have on financial value, including impact-weighted
accounting. However, at present, there is no universal logic or model in capital markets.

® That said, the documents and corporate reports listed below that have been published to
date provide clues about how a company’s strengths and the impact created by the
business help raise medium-to-long-term enterprise value.

® Hence, when preparing for information disclosure, dialogue with investors, and strategic
resource allocation, each company is encouraged to refer to reports on the latest studies,
including those listed below, as well as progressive examples provided by other companies.
® Projects/Efforts by research institutes and other organizations

m  “The Current Situation and Outlook for Impact-Weighted Accounts,” Financial
Research Center (FSA Institute)

® The report presents studies and analyses that focus on impact-
weighted accounts for measuring and valuing impacts using monetary
valuation techniques.
m  “EBITDA of ESG,” Carlyle

® The literature presents what effects corporate ESG activities have on
finances.

® \While it focuses mostly on ESG activities, part of the document
discusses impact creation.

m “Visualization of Continuous Growth and Quantification of Impact Implied in

Stock Prices,” Nomura Group
® The report discusses the creation of a standardized catalog of outcome
metrics using generative Al and the estimated value of an impact
implied in stock prices.
® Projects/Efforts by companies

m  FEisai's report on the visualization of non-financial capital

® The report presents calculated social impacts which Eisai creates and

the company’s quantified enterprise value that does not show in net

sales or profits.

m  SAP Japan’s examples of sustainable management practices

® The featured articles present visual representations of correlations

between social, environmental, and financial metrics and how each
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https://www.fsa.go.jp/frtc/seika/discussion/2023/DP2023-1.pdf
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https://www.nomuraholdings.com/jp/services/zaikai/journal/w_202311_01.html
https://www.nomuraholdings.com/jp/services/zaikai/journal/w_202311_01.html
https://www.eisai.co.jp/ir/library/annual/pdf/pdf2023vcr.pdf
https://www.sapjp.com/blog/archives/36881

affects others.

Timing and primary documents and other media for disclosure

® The media and information content that can be disclosed differ considerably before and

after listing. The table below presents best practices for disclosing information in each

phase.
Primary documents and other media for
disclosure
Timing of Documents,
Suggestions about
disclosure inforfngation disclosure Disclosure documents ste. for
e voluntary
specifically for the phase . .
disclosure in
any phase
Before an ® Disclose suggested The
IPO items to the extent company’s
(run-up to possible, refine the website

preparation

content, etc. of the

for an IPO) company’s website

while promoting

understanding through

meetings with investors.
Time of an | ® Documents for an initial | ® Securities Report for Initial
IPO (from listing must be prepared Listing Application (Part I)
the period following the current Initial listing application document
of rules and regulations. for review™
preparation | ® To avoid risk, companies | ® Securities Registration
for and the normally disclose their Statement
date of business performances Document providing Local Finance
IPO) based only on their Bureaus with information about
* The period actual results and not companies that engage in finance
of on forecasts. Therefore, (e.g., offerings and sales)
preparation it is important for ® Prospectus
typically impact companies to Document that underwriting
refers to the find ways to securities firms use to solicit
period when demonstrate their investors
there are growth potential ® Roadshow materials

® |mpact report

® Sustainability

report
Integrated

report, etc.

* Restrictions
may be
imposed on
which
information to
disclose when
the company

goes public.
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restrictions
on disclosure
documents
(e.g., the
period when
the company
works on its
Securities
Report (Part
).

underpinned by
social/environmental
issues.

For example, it is
possible to include
target values for
indicators that are not
directly related to
business performance.
Thus, an impact
company may consider
developing an equity
story that conveys its
growth potential by
using objective numbers
and qualitative
information related to
impact.

When using impact-
related numbers to
demonstrate potential
TAM, impact companies
should use publicly
available numbers
from third-party
organizations, etc.,
rather than developing
numbers and logics on
their own.

Regarding targets,
results and other
guantitative information
that support the sources
of the companies’
competitiveness,
impact companies
should make efforts to
help investors
understand the

® Notice about year-end closing
information (disclosed on the
initial offering date)
® Matters regarding Business
Plans and Growth Potential
(only when a company is listed
on the Growth Market;
disclosed on the initial offering
date)
® Corporate Governance Report
* Make sure that the first three are
consistent with one another as you
prepare them. These documents
form the basis for roadshow
materials.
*Since Part | (Securities Report) is a
medium for reviews, not disclosure,
careful consideration is required with
securities companies (including
exchanges) as to how much to
disclose in Part | (Securities Report)
and other documents.

* See the Japan Exchange Group

(JPX) website for documents
required for the initial listing

application.
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meaning and
importance behind

those numbers.

After an ® [mpact companies ® Quarterly reports, securities
IPO should keep exploring reports
how best to disclose ® Medium-term management
information to plan

accelerate the “positive | ® Financial results briefing

feedback loop” while documents

engaging in dialogue ® Matters regarding Business
that will contribute to Plans and Growth Potential
their medium- to long- (only when a company is listed
term growth. on the Tokyo Stock Exchange

Growth Market), etc.

How to consider data assurance

Given that impact-related data may be used for investment decisions, it is vital to ensure
the data reliability.

To ensure reliability, each company should consider third-party assurance of impact-related
data in voluntary disclosure as necessary, weighing costs and benefits.

On the other hand, sustainability information disclosure and third-party assurance in
statutory disclosure are increasingly considered internationally. Although there is not
necessarily a well-established definition of sustainability information, the International
Sustainability Standards Board (ISSB), for example, requires each entity to “disclose
information about all sustainability-related risks and opportunities that could reasonably be
expected to affect the entity’s cash flows, its access to finance or cost of capital over the
short, medium or long term,” and the “information” stated here likely includes many types of
impact-related data. Data assurance in statutory disclosure will need to be considered

in line with such future developments.

Points to keep in mind concerning liability risk

If a securities registration statement or prospectus contains a false statement, etc., the
company will be subject to liability for damages, etc. under the Financial Instruments and

Exchange Law. In addition, other voluntary disclosures are also subject to general tort
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liability, etc. Therefore, careful consideration should be given to the disclosure of
quantitative forward-looking information.

® The “Guideline for the Disclosure of Corporate Affairs, etc.,” states that a company is not

immediately liable for a false statement, etc., if it provides specific explanations of material
future matters that should be disclosed in its securities registration statement to the extent
that such explanations are generally considered reasonable. When an impact company
discloses quantitative information on the impact it hopes to create in the future, or when it
discloses the scalability of its TAM, it often finds there is a lack of appropriate external
data, such as data on the current market size. How to ensure the objectivity and rationality
of such data is an important issue for an impact company.

® [n addition, there is a risk that the longer the period, the greater the uncertainty regarding
the likelihood of achieving those future goals.

® Therefore, each impact company should consider its disclosure based on its situation,

referring to the "Guideline for the Disclosure of Corporate Affairs, etc." and other guidelines.

Recommended practices for dialogue

(1) Dialogue to prevent mismatch between impact companies and investors
® In capital markets, there are various types of investors depending on the type of
business, investment policy, and ideology
B Types of business: insurance companies, pension funds, mutual aid
associations, banks, investment advisory firms, hedge funds, etc.
B |nvestment period: short, medium, and long term
B Risk/return: High-risk/high-return, middle-risk/middle-return, low-risk/low-
return
B Investment policies: ESG investment, impact investment, thematic
investment, etc.
® Therefore, it is advised for impact companies to understand investors’ investment
policies and their views on investment periods through the following questions and
build optimal relationships with investors based on the company's growth phase and
fundraising situation at that time.
B Sample questions
® \What are your requirements for the companies that you actively seek
to invest in?
® If you are an impact investor, what kind of impact do you expect to

create through your investment?
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® \Whatis your average investment period?
® \What criteria do you use to monitor your portfolio companies?
(2) Dialogue to promote understanding of an impact company’s long-term growth potential and
probability
® Investors who currently do not explicitly practice impact investing will probably not ask
many questions or conduct dialogues on impact itself.
® On the other hand, a company’s growth potential and probability are important
perspectives when investors assess a company. Thus, impact companies can
communicate with investors from these perspectives to help investors have a deeper
understanding of the company.
<Perspectives on Growth Potential >
® |mpact companies should consider presenting their intended impact and
their vision of a world without the social and environmental issues they wish
to solve not only as their purpose or mission statement but also as a
worldview, along with information that is as concrete and quantitative as
possible.
® This is because a more concrete description of the worldview can be useful
information for investors to infer the economic impact that the impact
company could have on the market.
® For example, if a company offers a solution that contributes to
decarbonization, it should consider not only providing information on how
much CO2 reduction can be expected in the world with the solution
compared to the current world without the solution but also on who will
benefit and how their lifestyles will change. It will be beneficial if companies
can show what kind of new infrastructure they are utilizing to pursue and
benefit from their economic activities.
<Perspectives on Growth Probability >
® Impact companies can explain what their Key Success Factors (KSFs) are in
creating the intended impact through their business model while generating
synergies with revenues. Then, impact companies can engage in a dialogue
regarding the following points.
® KSFs for achieving the company's mission and purpose (from a long-term
perspective)
® \Why are they KSFs?

® \When and how will each KSF be addressed?
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® To what extent are the KSFs currently being realized and how are
they planned to be addressed in the future?
® \What capital can be leveraged to implement the KSFs and what
capital should be strengthened (in terms of the six capitals)?
® This will help investors not only to have a clearer understanding of an
impact company’s business model and challenges to scale up, but also to do
modeling and provide advice on making necessary changes at the right time.

(3) Dialogue to accelerate the positive feedback loop and unlock further potential

® To further increase corporate value while utilizing the capital market, it is useful for
impact companies to discuss more strategic resource allocation based on the
results of IMM, not only internally but also with investors.

® Therefore, impact companies should consider actively engaging in dialogue with
investors, presenting information on their IMM practices and results, and
discussing which of the six capitals should be strategically maintained and
strengthened, as well as necessary business and finance strategies.

® Asindicated in (2) above, the more concrete the company's worldview regarding
the impact it intends to create, the more useful this discussion on strategic

resource allocation will be.

<Reference 5>

® “Using Impact Metrics to Promote Dialogue with Purpose as Starting Point,” Keidanren

(Japan Business Federation)

® “Guidance for Integrated Corporate Disclosure and Company-Investor Dialogue for

Collaborative Value Creation 2.0,” The Ministry of Economy, Trade and Industry

® “Report by the Working Group on Impact Investment,” The Financial Services Agency

® Corporate Governance Code “Guidelines for Investor and Company Engagement,” The

Financial Services Agency

® Impact companies should consider making management decisions, including appropriate
risk-taking, with an aim to achieve sustainable business growth by developing synergy
between impact creation and earnings generation.

® For this reason, as part of governance in a broad sense, impact companies should consider

the following when designing decision-making bodies and fostering organizational climate.
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Major Angle Used

Recommended practices
for Governance

Decision-making <Board of directors>

bodies ® As with conventional corporate governance, the board of directors,
which is both a decision-making and supervisory body, is regularly
informed of progress related to impact creation as a critical goal. The
Board also discusses how to proceed.

<Enhancing the board’s decision-making quality>

® To improve the quality of discussion of the company's impact creation
strategy as well as the revenue generation strategy, the board of
directors is considering the establishment of a sustainability
committee, an impact committee, or an advisory board, etc.

<Composition>

® The skills and expertise required of leaders who comprise the board of
directors are well defined based on the social and environmental
issues the company aims to resolve. The board is structured to satisfy
these requirements.

® The board is designed to obtain input from external advisors and
experts with expertise relevant to the impact the company intends to
create.

® The members are selected not only to incorporate various
stakeholders’ values but also to ensure diversity in gender and

nationality, among others.

Corporate culture ® The values and management policies geared towards impact creation
and earnings generation are a dominant force not only in the
management team but also among all employees of the company,
serving as their guiding principles.

® As acompany that aims to solve social and environmental issues
using its innovative technologies and business model, the company is
considering ways to promote an organizational culture of integrity with
highly ethical standards while taking appropriate risks.

<Reference 6>
® “Japan’s Corporate Governance Code,” JPX
® “Practical Handbook for ESG Disclosure,” JPX
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Financial capital

® Available to an organization for
use in the production of goods or
the provision of services

® Obtained through financing, such
as debt, equity or grants, or

generated through operations or

Six Capitals Definition by IRRC (English)* Definition by IRRC (Japanese)'?
&R The pool of funds that is: o MHEI2HRBELEEL, Y—EX%E

RS ZRICHBAIRLESR

o EA. K. FNLhLDELHE
ICE > TEBINS, XITEFEFE
BELLEEEICE > TEAHS
ni-&&

Intellectual capital

intangibles, including:
® Intellectual property, such as
patents, copyrights, software,

rights and licenses

investments.
ShEER Manufactured physical objects (as SROEEN I —ERBEHICHE -
Manufactured distinct from natural physical objects) | THENFIB Tz 28&EY (BAYE
capital that are available to an FEXREND,) o BRI
organization for use in the production o EY
of goods or the provision of services, o XE
including: o (277 (EE BB, BR. FE
® Buildings BZEYROKNBTIHR L)
® CEquipment o HEEBERIT—MRICHOBERHICL -
® Infrastructure (such as roads, TEEE NS A, WMEHEBA IR
ports, bridges, and waste and B cEET 255 CELFERT
water treatment plants). 21-DITRBTIEEDLED,
Manufactured capital is often created
by other organizations, but includes
assets manufactured by the reporting
organization for sale or when they are
retained for its own use.
HE AR Organizational, knowledge-based AR AFHN— R D ERERE

o RiEF. EFE. V7 bUIT.
FIROT A 1> 275 E DRI E
1

o M., P RT L, FIEERUV/ O

HExcerpted from the “International Integrated Reporting Framework” (January 2021)

2Excerpted from the Japanese translation referred to in Footnote 10
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https://www.integratedreporting.org/resource/international-ir-framework/

® “Organizational capital” such as
tacit knowledge, systems,

procedures and protocols.

oL En MHBHEER]

ABIER

Human capital

People’s competencies, capabilities

and experience, and their motivations

to innovate, including their:

® Alignment with and support for
an organization’s governance
framework, risk management
approach, and ethical values

® Ability to understand, develop
and implement an organization’s
strategy

® |oyalties and motivations for
improving processes, goods and
services, including their ability to

lead, manage and collaborate.

AL DEEN, BBEROA / R— 3y

DB, BIZIL,

& M MANFYR - TL—LT—
7. VRIERT 70 —FRM
BEHME~DRE ZiF

o AR AEREL, BARL., =
B9 D8

o Ot BRRUY—EREN
ETDDICHERAAYY T 4
RUBSRTHY ., %EL, BE
L. BAT2-008HEET,

e - BRER
Social and

relationship capital

The institutions and the relationships

within and between communities,

groups of stakeholders and other

networks, and the ability to share

information to enhance individual and

collective well-being.

Social and relationship capital

includes:

® Shared norms, and common
values and behaviors

® Key stakeholder relationships,
and the trust and willingness to
engage that an organization has
developed and strives to build
and protect with external
stakeholders

® [ntangibles associated with the
brand and reputation that an
organization has developed

® An organization’s social license to

operate.

Bc4aDAIa=FT4, AT—UFILE
— T —=T Z0oHDxy bT—7
XL Z N oNEBOHE R, RO

BRI - EEN=RERD D7-DICIE

BeHBS 28EH, R - BREKXIC

ERZEET,

o HEIN/AEH, HBOMIECIT
EJ)

& FELXT—UFRILE—EDRER
M. RUHEBOINED R T — 78
LR —E EHITHEL, REFICE
HAEERUSFENER

o HHBNHEELT T FRUFFH
ICBEET 2EEEE

o HMAEEZZECILIZOVTD
HEWHFE (V=2 vib- 74+
v R)
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BREX

Natural capital

All renewable and non-renewable

environmental resources and

processes that provide goods or

services that support the past, current

or future prosperity of an organization.

It includes:

® Air, water, land, minerals and
forests

® Biodiversity and eco-system
health.

HBMoBE, RE. RO OERE
DY Y—ERERHTIETD
BEARERUVBERNARELAREERK
U7 AtR, BRERICIERZED,
o . sk, Ll IR UM
o LWLk, ERROREM
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2. Reference

This section includes disclosures that may help in implementing Step 4 of the Guidance’s main body,
without limiting the scope to impact companies with the three intentions e that the Guidance
specifically targets. We believe that there are many other disclosures by various domestic and foreign
companies that could be helpful. We hope that impact companies will refer to these and other helpful

disclosures to develop their own disclosure and dialogue practices based on the Guidance.

(i) CureApp (logical framework)

N ISn1-73 o F 5 -
i RAED A » 7 5 BHEINE < : N %ﬁifiigﬁfpﬂm“ s
: ot . (App
!:ﬁ:ﬁ > Presecription Service) 4¢3 > ﬁ:ﬁ:*
HEMSH BETT TS HET 7 AENE g
R IEFYAERANE 7 ERoMM
77 LT
Fa% MRS RBMEDDT .
HET 7 OEHEIEME #AT7)reRTes 7 agia
E BT -1 a :
' e L G
L)
EWRE X
" Gmme .= BES AR L HEBE L. B LT
B AN 24650, BREMbHT. Bl & At sl 7 7 EREED > Ef
B FREEE > TEFRICET > ° ’Ié b BAHBDRLIELTS BWEE
H S X R % HIF
T . AEEERE
: F-2BHTT 7Y HUE &t 7Y =2 5=
ERAMREER > 1%-;:':1
Al
Hh HEMT 7Y OEREAF RO SR P

(Source) CureApp website (current as of December 2023)
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(ii) Gojo & Company (Theory of Change)

[RBII—-TDtAV— - AT - F1 > ATheory of Change, ToC) (&, AF—IHRILY—&
DEEHDHDZEEL T, BN [£MBEEERPICEITD] EWo=Zvaa z, &
DIEINCEBUELDOEULTUVDIHERUTLET,

‘— B L F) 28 — REIIL—T — BRI 28 —~‘
I

YT — X -
N
: ‘ “'_ Womu ‘ N NI D
| 3O 5 p— T — A0 :ff!‘:: —J ﬁx{t

|

(Source) Gojo & Company website (current as of December 2023)
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https://gojo.co/our-commitment-jp?_gl=1*96816x*_ga*MTU0NzA3OTIzOS4xNjc2OTY2NDk5*_up*MQ..
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(iii) Fermenstation (Theory of Change and logical framework)

FARROT vy 7H A I NN —TEBLIRNFA 287 FET L

A—s=T=1

4 2DRE~D
TIFA LRI+

)

A B R A I it o
Sk - (MR

T oGS & EICHEA R %
®REBT 5=, #idoRf-AhBh
ggﬁ%ﬂﬁbﬂﬁﬁ%tmﬁm&

ERT SR~ 0K

AF—=OFNF—%2LE,
“ERTAHEETL ~A0EREEELTVET

]

RWRATROE R AN

HettrEEEEMT L, BRECVRRETL

DI L ER

Ty 744 2 AE®/
EEMAL AT

FIRFA R ARRA AT 2
Tr7H4{onn—7

FHARRE
HEE

LI

e

ol
b
s

LL44

BHOBRR

T T4 oGS
DRI

oy 3 REEE

J

RAEERTEL-REORE - &E

WETHROEREBEOREREE
Fy7H4A s LEEEEHL, 8

EET 3 & FEIC
ABRBATEER

1A (13) TRERFARES

[

EFHEIFERO—BIC
BAEBLTHE  BRETDH Y —
r LTI a v ETV, BB L

WiHE - EFEERBETARES Y.

#iFioEm

BEEBT I b7y FOBERYHFELT I M HA

—IRNH -2 E,

1A (1#) TRRBEFATHEL

A = 25
A=ri=T—n  FERTIURANOER | arpeeri ~okBEERLTNET
HERREBLCLRRO WEABEREESICH TWROIMBOE S R AA EFHEHNBRO—BIC
Re - %= i RN - (HEAH
M-LEEBEORBERR i TcoREEZICH HEM s EEHATTL BEALECTHEE - BE
DEFELERT 2 &M BARRERRET S & . BEEECS2ARET EFDY—vNT Y
7y 7340 0LERE T, OB - LOWMEL EH avETWL, BHSL
AL, BABRBARF% fﬁﬁﬁ&ﬁﬂ;‘:} L iAot & VEE - £EERBT S
85 DEEFMAC BIIC Y, #FcEm
ERRATORMER WA TORTEEL BREEEELY —
BE  puamvrssvh 1 4o A IR D (3 Sw N VR N BR
Ex FHBEROY - HAC LI WMRBER
PR e L RAAREER
we  EREAFORMRY Wl EEE DD T BEOHGICRNS Ty THA s LERD
ps  RABRESOER L—> 2 > BRHE [Eh 3] BRI MEHDH SRR
W BEIxL¥—HEBH,D BEREDOEE - B
THEODOEE BElLToigANER
RaD | BHMKEIENESE BB AL T
ISEATTRE LIRS TH4 o VEEER

(Source) Fermenstation 2022 Impact Report
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https://fermenstation.co.jp/pdf/FERMENSTATION_Impact_Report2022.pdf
https://fermenstation.co.jp/pdf/FERMENSTATION_Impact_Report2022.pdf

(iv) On the Slope (Theory of Change)

THEORY OF CHANGE
et)=-2T791Y
Issue Activity Target / Output Outcome Goal
= REER HB/WN EHMLELELR BETH2S®
[ exxRORN.
MEREET
FRERE S ARBR" > ¥R
REH BRARY AL - 3 RARETHDO
ZEFRBEAE X 'mﬂ;;;:;f 517 @ E hELRRE ﬁ i
RURAROASELREADLTAHE & S !!llt BECAOMM EI t
= FZUZET. ANEROUNPIH BRBEEA—AELA L )
% A¥-REDRP UMT SHHEOEE - = aﬁ E
nu;ag:g:sbe i
L 3
ERPAREIRIEIC {t b
BRvIEREE b
—- 5> S8 ADELABSL
ADY T a)

& i ]
A-E—4BPHANT DEWA E
" EREROXE. n

WHICEEDALD & 5 77072 A= ORR ; ¥ :

ENEATIFEMY. ANAE7OYI7bORE =5 -

MERAEASLOHFSL 5 \g{ N W TOBTREE i = ®

= B b 3

GRNRAROEAPARORAME. V3\ ERENLRANE ¥ & k&
FURBLLLIISURD SR - :‘
WHIN—pF— 3

(RW-WNF)

IX1=FI—=VOBME CEOTHBATELREA

ARARE .. COTE. RRMASEREROLLONIITSC. MESCNOLRROILERT
“DIN A=E=~ORPSTEMOBVLRONELRAIVELO, EUTERTOATLESSZHSL
*77071LAMN = BROPTAMCFROLLTINERTEFR

(Source) On the Slope Report 2021 - 2022
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(v) Marui Group (logical framework)

2-3 ASwI7ETILGD FREKDORFKEHRIZDCS QIO

MaRUI GROUP

)

R ok
I E£IC813
ey - =
/A HATIERED HATHRED BigRiaa CO2HIE
A2 EREOEN IR A BRI 100G tME
-BIRGY
_ YAFFF N4 MRFF T
j;n éE é; ’ ERBEOEM HE . ;6 LoE
. _ _ i OBEE
. PFUEER BIREEHERS HYA7+HT e — 100RABE
£Ri0E ERIE (YRF TN
- SARERR -w il; . lgkgﬁ
- HEIRFREE Py iops
Tor 1vrorE | | R7-2F08 ity s
< HAFFEE B f To2RNT= s rET
Bt P SR [ | b LR,
100f55LE
LAl e [ —
t A&7 DRIFE F5rEOMYI
EEEFOEM ¥ 7
2 CPAETIC &5 7 QI Hedf76,8001814 b
HEETOAN WEEHEOHN ($RFHIN) LTVSOOEALE || o

(Source) Marui Group Impact Book 2023
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https://www.0101maruigroup.co.jp/ir/pdf/impactbook/2023/impactbook_all.pdf
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(vi) Tony‘s Chocolonely (value creation model)

implementation outcomes
business modal

tmpact of results

cocoa farmers have a decent
MOre COCOR SOUrced according to standard of iving & partner

make 100% slave free Tony's § Sourcing Principles =

the norm in chocolate Nees poveriay s lagal laborvod

by driving awareness

and leading by example
- 80 that we inspire
st produce uz: m:;:'u. - e W = LB sustainable chocolate products
& traceable chocolate

Y~ |
)

—
community development

deliver world-class impact in West Africa
‘q;:-n !::;g: chocolate’ & scale up Tony’s Open Chaln

for sustainable products

‘serions people’ foster an inclusive environment where @
aka Wm‘nnm::l people can reach their potential lagal frameworks that hold - -

companies accountable for S
their entire supply chains

protacting the
anvi t & oftsatti: lead by example as 3 scalable,
TR e fnancially viable impact company purchasing practices that

prioritize human rights - -
and the planet
inspire brand ambassadorship T AT
through striking comms & chocolate purchasing according to
Products that dslight Tany’s 6 Sourcing Principles - - - EARIie vihe

of the Issues in cocoa

Team Tony's
PR 15 strong & diverse
more diverse talent - - -

VALUE GREATION MODEL [Ra===

(Source) Tony‘s Chocolonely annual report 2021/2022
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2.2. Disclosures of trends in the social/environmental issues

(i) Northvolt (global trends in the battery market toward decarbonization)

merthvelt 5 ustainabiity and Annial Report 2022 = | Ourimpect | Ourpecple&cuture | Owstruclure | Our performance 3

Our world

Global trends

Across industry and society, an unprecedented momentum for change
is driving the transition to a sustainable economy. We have identified
four key trends which are impacting the markets in which we operate.

- _.industry, we are uniquely posct

d to deliver.

B_y aclopting a different approach compared to the traditional battery

[

DECARBONIZATION ELEC AND TECH
Trond Arapidy the numbar of vehicls man-
it o6~ ans or battary with demand for g Ighly
sit-fuels, driving the [ o in fervoe of ek most y set loautpace gobal — chaing
erergy creating strong demand for battery solutions =pply e
Increased attention beng pod by merket ac- Supportive EU and North Amencan reguli- Growng of P o
toes social and toey missh impacts
|ESG) performance of companies targats tor vehickes. tragitional battery Crowing m
A ger that other industrisl araas
h v of prockicts ganng milnng, martime,
of raw matanals and avation
PSR Rapid tozhnaiogical developmant in the bat.-
chistrind
¥
Northvolt approach Leverags a vartically integrated model with Sacure long-term supply agresments for Adopt a proactive aparoach 1o local sourc-

a commitment to use fossilres anergy and

Establish a world-leading platform for batteey
Inronation through cutting-aogs RSD and SuUstRinainla raw matarials, whilst developing ing of materials, components and eguipment

ciruir sohtans to anshla ciozn colishoration with customers, recycing capabiities to enatks a raduction wharover passhia, whist nurtLring the
Ca Iz nstitutions and indhstry actors al l: of € ch

« Contralof > ropoar
sustanabio sLppy of ontical materiak: Extabitsh a lthium oamardon plant 1o mehive Kot het el vkt
s e imeeove the scoessbility of raw matenials

. ] ~ite b ‘within Our awe vedue chain and in Eurage

third-party recycling costs

= Working weth our supplians to support de-
carborizabon acroes tha ful value chan

nothwolt Sustsnabiity and Annusl Report 2022

A growing market

Ourstructura |

Our worlkd Qur impact Our people & cutture Our performance

Battery demand by application type (GWh)
Eurcpe

With the market's rapid acceleration towards an electric future

and the global shift towards net-zero, we are in a strong position to & o
emerge as a significant player in the energy transition. Il inoutict enices _
s

Tackling the dimate crisis s prompting & holist response from all
segments of society and industry. While there is no single solution,
batteries play a crucial roke n the energy transition — enabling the
electrification of vehicles as well as the storage of energy to sup-
port slectricity grids and the use of renewable energy.

We are senving segments of ndustry seeking premium battery soku-
tions, both in terms of performance and sustalnabilty. Todsy, we are
primarily snvng the Furopesn sutomotive incustry with customees.
inciuding BMW, Voho Cars, premium brands of the VAV Group and
Scania

Thase custormess have high ricuirermants on battery capabiities
wihich we are meeting through soltions based around Ithium-ica
nicke|, manganese, cobalt (NMC) cathode chemstry - a technology
with the highest energy censity currently avadable for commercial
production. Tre battery represents reughly 40% of the total cost of
an edectric vehick, and between 30-40%" of its oroduction carbon

Erm
We ame #so debwrng batery systems jmodules and packs) to Wl ey stomge

industrial vehicle segments Here, our customers include Swed-
Ish mining group Eplrec, which requres robust. high-performance
battery packs lor the challenging soplication of sectfying under-
ground mining vehicles.

Trucks and buvss.

W Uonticns

Battery energy storage has a key role to play in enabling the nte-
gration of renawable energy by providng flewbilty and stability to
wectricity grids. We are serving this relatividy new market by offering
complete energy storage solutions based arcund our own cels, in-
tegrated into battery modules, packs and systems,

Finally, we are ceveloping a high-pestarmance product for the new
emerging market of eectric avation Through Cuberg, & fully-ovmed
subsidary basad in the San Francisoo Bay Area, we are developing
& novel lithum metal anode techrology which nokds higher energy
dersity than comentional lithium-ion tecanoiogy - & key criteria for
the aviation Incustry. Here we see great opportunity for Northvolt to

footprnt — making thes a ontical in vehicle i
ers final offerng to ther customerns.

an narly leading position

Our key market segments

* Pubiered passce ger whicks LCA

2022

2025 2030

@ Autormotive [[ﬂ Energy Storage ﬁ Industrial

Note: L dhatia doos ot ara from
micre-mobty, marne, comJmer electonics or power tocts markets

Sowces: SAP Global, BNEF Intoract Anaysts

(Source) Northvolt Sustainability and Annual report 2022
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(ii) BensonHill (trends in the global food system)

PLANT-BASED

CURRENT STATE OF PROTEIN ALTERNATIVES
THE FOOD SYSTEM =

30-90°:5

Innovation is essential to address the most pressing challenges of our glob-

al food system. Confronting inflation, supply chain disruptions, and the o, =

need for nutrition security and climate goals requires creative solutions. 070 72-99Hiter:
By embracing innovative approaches, we can cultivate a more sustainable,

resilient, nourishing, and indusive food system.
* 9 it Meeting Nutrition Security and Climate Goals

Tnnovarsse is virel 1o achieve s

Addressing Inflation and Supply Chain Disruptions Shifting from Food Security to Nutrition Security systens that mininice envisons

natsility ¢laims’, and the plant s focds imdastry snd altermutive prosein soluticns

alon securiry and global chinare goalt, enabling

nracts There & s watertal link Setween cotis

Persisee o and w n diseuption fobat Sood system is tranisianing, from food security

em. Innovatione ser to suriion secerity, emphas riens-rich dicts rath reative apremaches o medicmg greenhouse g1 Jome and promatiog &

sepply chaira and  oc than simply mesting calurc needs, This shift, deives by diews. Companies Exe Benson Hill utilive sechnology and gensic meights to cronte sustaimable
local and tramsparent consamen’ “food i health” movement and organtzasions Ingrechents, enhancing crop = jon per acre while conserving resources. Priocitizing losovtion
like the United Nations, adwocaces for healthieq moee in the food system wlows e 1o woek towands the Paris Agzeesent’s climaie gouls and provide

susaloable food options. By focusing oo putrdon soce- nutsitieus food far our expanding giobal papalatian,
rity, the food industry is developing innovitive solurioes
1o combal madssrition, chesity, and other health concerns,

STMATIDTAT empiacring both cakoric qantity nd qualing ubim

FOOD PRODUCTION atibuti wel-being. . AGRI-FOOD SYSTEM 4 BY
MUST INCREASE GLOBALLY iz = EMISSIONS COULD REACH x 2050,

TisinG aur chance 113 7°C kv warkd

| 1o fead 10 billlon people 'NEEDS 1 up with sapuosctisl
% by 2080, based on 2009 O INCREAS & fram populatio
benchmark' B orTO arawh and afflancy’

.
SRR v &

(Source) BensonHill ENVIRONMENTAL SOCIAL & GOVERNANCE REPORT 2022
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(iii) Too Good To Go (global food waste and opportunities the problem presents to the company)

A GLOBAL SPARKS OF
problem hope’

OK, s0 here’s the bad news, Because there'’s another way of
reading these numbers:
/ [FAD, 2022). By saving just a quarter of the food currently jost ar

wasted globally, we coukd feed all 828 milllon people

of foad affected by hunger (FAD, 2022).

y1}.

That's the kind of challenge we can't turn down.
And luckily, we're not tackling it alone:

In politics, 2022's COPZ7 included food waste on the
agenda for tha first time.

In retail, 40% of the world™s 50 largest food companies
now measura and report food wasta, with 20%
committing to reduction programmes
(Champions 12.3, 2022),

Consumers are doing their bit too, with an 80% post-
pandemic rise in people searching cnline for ways to
Increase the life of food Items (Capgeminl, 2022).

A hopeful situation, right?
You got it.

A hopeless situation, right?
Wrong.

(Source) Too good to go IMPACT REPORT 2022
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(iv) Tesla (plans for the use of sustainable energy in the future)

Master Plan Part 3

;tainable Energy for All of E ”‘

Executive Summary

On March 1, 2023, Tesla presented Master Plan Part 3 - a proposed path to reach a sustainable global energy economy through
end-use electrification and sustainable electricity generation and storage. This paper outlines the assumptions, sources and
calculations behind that proposal. Input and conversation are welcome.

The analysis has three main components:

Electricity Demand Electricity Supply Material Feasibility & Investment
Forecast the electricity demand Construct a least-cost portfolio of Determine the feasibility of

of a fully electrified economy -» electricity generation and storage -» material needs for the electric
that meets global energy needs resources that satisfies hourly economy and manufacturing
without fossil fuels. electricity demand. investment necessary to enable it.

Figure 1: Process overview

This paper finds a sustainable energy economy is technically feasible and requires less investment and less material extraction
than continuing today’s unsustainable energy economy. While many prior studies have come to a similar conclusion, this study
seeks to push the thinking forward related to material intensity, manufacturing capacity, and manufacturing investment required
for a transition across all energy sectors worldwide.

240 30w $10T 1/2

Storage Renewable Power Manufacturing Investment The Energy Required
% 10% ZERO

0.21% 6

Land Area Required 2022 World GDP Insurmountable Resource Challenges

Figure 2: Estimated Resources & Investments Required for Master Plan 3

The Current Energy Economy is Wasteful

According to the International Energy Agency (IEA) 2019 World Energy Balances, the global primary energy supply is 165 PWh/
year, and total fossil fuel supply is 134PWh/year?*. 37% (61PWh) is consumed before making it to the end consumer. This includes
the fossil fuel industries’ self-consumption during extraction/refining, and transformation losses during electricity generation.
Another 27% (44PWHh) is lost by inefficient end-uses such as internal combustion engine vehicles and natural gas furnaces. In
total, only 36% (59PWh) of the primary energy supply produces useful work or heat for the economy. Analysis from Lawrence
Livermore National Lab shows similar levels of inefficiency for the global and US energy supplyad

Today's Energy Economy (PWh/year)

77.7: Electricity Generation 105.7: Waste hea
132.7: Fossil Fuels 133.7: Extraction/Refining

36.8: Industry

,/——\\133.7: Transportation
et

= = - -
N I24.2: Residentia 59.5: Usefulwork and heat
~ S

31 enewables & Biomass —
e W92 Commercial

Figure 3: Global Energy Filow by Sector, IEA & Tesla analysis

(Source) TESLA Master Plan Part 3 (2023)
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(v) Regional Fish (outlook for global demand for protein foods and Japan’s aquaculture industry)
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(Source) Regional Fish website (current as of December 2023)
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2.3. Disclosures of growth strategies (including expansion of the TAM)

(i) H2 Green Steel (Quantification of the impact the company makes and plans for expansion)

Powering a new, clean
industrial revolution

Cleaning up steel is key to tackling climate change. As one of the world’s dirtiest
industries, it is responsible for more than 7 percent of global CO2 emissions. By
bringing emissions close to zero, we are enabling sustainable steelmaking —
building a better, cleaner future for our planet.

(Source) H2 Green Steel website (current as of December 2023)
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(ii) Elephantech (expanding market; comparative advantages of the company’s products
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(Source) Elephantech website (current as of December 2023)
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(iii) Oxford Nanopore (availability of technologies)

Who we are, what we do

A technology with benefits that drive increased impact for broader communities

Fentures m PCR c--. Read length-agncatic Real -time anatysis eu-:q -
|
_ _ nicher One mn- Toe mwu Rapid resunts Intelligeat _
B Richer information i o ™ Scalable, tfrom small to large
- v - o wur hhlon -"dvi-(-% formats bow -<ost

Impact

Applications of our technology

Life science research:

f 2 ! ‘_v'i't"_l : w ) < () (&) %"

As a foundation for emerging real-world impact:

T I IS el R AT
wd~ Bl <= N .

Agricutture Industry

(Source) Oxford Nanopore SUSTAINABILITY REPORT FY 2022

(iv) Planet Labs (availability of technologies)

| OPPORTUNITY AND FOCUS

Planet at a Glance

UNIQUE DATA Daily, Global 4 High-Resolution

Scanning Monitoring

LARGE Agriculture Defense ivi Technology
ADDRESSABLE & Intelligence & Service
MARKET

Natural Resource Energy Finance Insurance
Management

HIGHLY SCALABLE DR Mary
BUSINESS MODEL Model

(Source) Planet Labs 2023 Investor Day Presentation
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(v) Gojo & Company (framework that combines customer and business perspectives)

A% Client-Centric Framework
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https://gojo.co/wp-content/uploads/2022/08/Gojo_ImpactReport_July2022_J.pdf?_gl=1*1h1vyuk*_ga*OTE4Nzc0NDE1LjE2NzYxMzAyNTg.*_up*MQ..
https://gojo.co/wp-content/uploads/2022/08/Gojo_ImpactReport_July2022_J.pdf?_gl=1*1h1vyuk*_ga*OTE4Nzc0NDE1LjE2NzYxMzAyNTg.*_up*MQ..

(vi) Recruit (impact creation-related goals and a detailed approach for reaching these goals)
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(Source) Recruit website (current as of December 2023)
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(vii) Ame Kaze Taiyo (medium- to long-term visions and impact metrics)

BARHSHZBOREEETEEIES
D BHeHEEIZTEES

BEODAOD20% (2050&F (20008 A) RERAOERD,

R
BETHD FENICEELRET2HEE2/F > TW3,
= HEED S EMEABEENIC TA M DA E £ B RBEEN, HHORBENERTEE
EHRRYIC WEFTS T & T, MADNEDRE EEOIS2=s—YaVEDS BML. BSOEEERLD
BEEdTH0D ERELTVS, UTHEBRERDTVS, ROEEICOVTEREZHT NS,
: g 7 sy @ BHERIEERET

L

[ W€ 22 ran
& rvn GETIL ﬁ;@'ﬁf FPIMADE

o

Copyright 2023 Ame KazeTaiyo, Inc.

(Source) Ame Kaze Taiyo website (current as of December 2023)
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(viii) KATITAS (External environment)
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2.4. Disclosures of quantitative information that underlies the sources

of the company’s competitive advantages

(i) Safaricom (four bases of the company’s culture and data connected to these bases)

The Spirit of Safaricom

The Spirit of Safaricom forms an important part of our human, intellectual, social and relationship

capitals. It is the foundation of our culture, and guides our beliefs, behaviours and language.
It comprises four key pillars - purpose, customer obsession, collaboration and innovation.

PURPOSE

Belief — \We transhorm lives
Behaviour — Wi rpose driven
Language — | am Safaricom

COLLABORATION
Belief — We are partners in

Behaviour -

Language - | y inch and .the collective

INNOVATION

‘We are a market shaper
vent and learn fast

Languoge — Go Beyond [Twende Tukiuke)

During the year under review, we continued to enable and empower staff to adopt and foster the change and culture that will support us in our

purpose of transforming lives.

This involves:

Key element Our enabling beliefs

Purpose + Empowering others with the resources and autonomy fo win
*  Emphasise efficiency, production and value
-

Providing clarity and consensus on purpose and mission
* Removing impediments to achieving missions
Far more on our Purpose, refer o The Social Volue We Contribute on page 120

Customer Obsession *  Putting the customer at the centre

*  Using insights concerning the external environment to act on
opporfunities
*  Putting the customer first, so that value will follow

# Promoting ownership and developing simple, clear customer-
centric solutions

For more on Customer Obsession, refer io poge 30

Innevation *  Experimenting and learning quickly
+ Playing to win by doing what is right
* Crealing a safe space to speak up
# Driving innovalion and creativity

For more on Innovation, refer ko Our Human Capital on page 86 and
Owr Intelleciual capital on poge 20

We measured our success
in FY2023 through a Pulse

Survey:
88%

Response rate

79%

Engagement

94%

Spirit Index

83%

Digital First

79%

Customer Obsession

(Source) Safaricom ANNUAL REPORT AND FINANCIAL STATEMENTS 2023
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(i) Tesla (use of external data to disclose its high ratings by new graduates in engineering)

Engineering students want to

work for Tesla and SpaceX more U.5. Engineering Students’ Rankings
than any other organization Universum 2022
il General Motors
1 Toyota
MNASA 1z Ford Motor
Lockheed Martin 18 BMW Group
Acxarding i Unisersues 3022 U6, rmekings Boeing bt Inte
Apple 26 Mvidia
Google B Honda
Microsoft 8 Blue Origin
Morthrop Grumman ] IBEM
Raytheon Tech 8 AMD
Impoot Feport 3032 105

(Source) Tesla Impact Report 2022
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(i

ii) Teladoc (quantified critical details about the company’s mission)

What we stand for

Qur mission is to empower all people everywhere to live their
healthiest lives by transforming the healthcare experience.

15 an audacious Qou Yet every Cay, we Strive 1o @i thit 1he peopke and oroanzations we senve ae awiys

We are passionate about taking care of people

cored for. That mcuces address g the chaykenges and barners t care that sl exst for toa many peop e

BrOUNC tHE WOrd and In our own communites
We are committed to unsurpassed quality

3565 QUL Cur S00ACh Le COpOrats S0Ck! respansity ity a5 we work to Cortrbute to a worldin which

1 et g g

1 46 Pnprove thes bealth andwel-beng Our gucing preess

\We keep our promises

We lead with integrity accountability and transparency

by serving a5 a trusted partner and adcressing thar

WhO @-Darson Carg reecs ) .,

We stand up for what's right

+Bullding stronger, healthier communities Ly Laig Ol voce a0d owr s 3
Mbacioes thegcte We strve Lo create value

ARG 8 VDAt INCRISIVE work Brronment united by & common

eCLItAET e BSOS 1O Guanit

+Investing in our colleagues &

L2100 30d EMPOWEIing peapha t

We respect each other and value succeeding together

ccoed ang be thar authentc sohes

Teladoc © hikdsc Hasth be Airgrtsresved. 03

Exceeding consumer and
client expectations

1n2022, 20th year of of that time,
what oval y hasbecom

locay s consumens want a high-guality expenence they can trust £o connect them with the care thay need—and
e s e Ly A e [ B Tk ey e ac —at avery Step in their healthcare journey
Moar zations domand ncroased value from thesr wirtu estments—iromasiendng access 1o

ks S ved DOPJRLIONS 10 IMProving chnical outcomes

pocpla thay sena

By the numbers
/ 0/ =0/
60+ 42% 5%+
NET MO ER SO0 OF MBI A SCNAN TN MEMASS 3 U VI LU T
ASEYNORC ATORCE STRONG PN TAL 6 AL TH W TS A RO RS T ) S TS 0%
OUSTOMIN ERrEveney FUOPLE 640 SAY THEY WOLLD WOT HYPERTENGIONASLNOALY
T emweE S CAR cucHoRD
Teladoc © Teledoc Heolth e Afrightsresermd. O

Improving health equity

Our commitment to health equity is central to our company’s mission of

Atrusted partner
empowering all people everywhere to achieve their healthiest lives.

nthe US. pecphs of colo

e more Thay Lo usa o

900K 78 S18M PP iR

o afocratl

OF CURVEITS M 322 CONTRDCAR WERAGEA ou uavo Toladoc M
0

ECPLE WO OTHER S WOLLOWT ANEYROICATORO STAONS COVERTHERAYTORLOW MO
Pt K CENSI TARETVENT L TOMER E PR A o the ganaral pe
BLACUAND HEPNICLSERS -

Qur scale, combined vath the breadth and depth of our services. enables us to deeply understand
what works, for whom. inwhat contexts. We are embedding health eguity across the enterprise in
order to deliver equitable access, experience. and outcomes to all those whom we serve

Saranya Loehrer, MD, MPH, Chief

Teladoc © Tebac st Alightsrwservat 07

(Source) Teladoc 2022 Corporate Social Responsibility Report
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(iv) Eisai (quantified value of non-financial capital)
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(Source) Eisai Value Creation Report 2023
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(v) Sekisui House (Value Creation Process and Management Resources)
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2.5. Disclosures of risk management policies

(i) Safaricom (impact on stakeholders and acknowledged trade-offs for it)

Stakeholders Impacted Stakeholders Impocied Stakeholders impacied
Q00 00000 A000000

With TRADE-OFFS...

(Source) Safaricom ANNUAL REPORT AND FINANCIAL STATEMENTS 2023

(ii) Orsted (comparison of new expectations from stakeholders with the company’s abilities to
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https://www.safaricom.co.ke/images/Downloads/2023-Safaricom-Annual-Report.pdf
https://www.safaricom.co.ke/images/Downloads/2023-Safaricom-Annual-Report.pdf
https://orstedcdn.azureedge.net/-/media/2022-annual-report/orsted-sustainability-report-2022.pdf?rev=eda5465ba5784866b6cea99e58088f94&hash=3BFD5F72E676043FA33114647E7C8C4D

identify areas for improvement)

JPN|GSG.:

Updated approach to our
sustainability themes analysis

In 2122, we updated our sustainability thamaes
analysis for two reasons: firstly, to strengthen our
wnderstanding of our imgact on our surroundings,
and secondly, to better understand how to act on
and work with the themes in proctice to create the
biggest possible positive impoct.

Our sustainability themes analysis has abways been
guided by the principle of toking o double view en
materiality = that Is, conskdering both the Impact
thot we os o business have on the envinonment and
society, and the impact that identified themes meay
v &N us as a business.

Tix assess our impact on our surroundings, we have
been guided by the level and intensity of ottention
each theme hos recefved from cur stokeholders. To
assess impoct on our business, we hove considered
the reputational, operational, and regulatery rigks
and opportunities that a theme could pose. This is
illustrated in motrix 1 to the right.

To further strengthen our understanding of the
impact we have on our surroundings, we howe
improved our insights on stokeholder parspactives.
W have done 5o by developing a morne individualised
stakeholder opprooch ond by collecting insights

from takeholder-specific ond wihject-matier sxperts
across our business to ensure that we thoroughly
understond what matters te each individual
stakeholder group. Our key stakeholder groups are

= Governments ond conporabe customerns

= Current and future employees

= Inwestors and joint venture partners

= Comiminities

* Policymakers (eg. requlotars, intermational
standard-setting bodies]

= Energy opinion shapers (2. think tanks,
international arganisations, NG Os)

Morecwer, we also wanted Lo better understand what
type of action we should toke to odequately oddress
cur moterial themes,

A5 a new oddilon Lo ow analysis, we have therelone
Intreduced o new matrix ollowing us to compiare the
navelty of stokeholder expectations to @rsted with
our current alblity to meet these expectations This
helps us identify which actlon |s most appropriate
fior each identified therme. Should we continue

or strengthen cur efforts? Should we build new
capabilities tooddress a theme? Or should we
chierve it for now, closely following developmentsin
expectotions and potertiol impacts on our business?
This Is llustrated in motrix 2.

Hatrix | Defining mat

Impact on our weroundings

Imsset an sur busines

As shown, we hove ploced all our five key themes
under Strengthen”. While we have worked with all
five for several years and hove strong proctices in

ploce, we need to further strengthen cur capabilities

to odequataly respond to the rising importonce of
these themes.

ekt oo, we will look inte how we can further
strengthen cur double moteriality ossessment,
including a particular fecus on financiel materiality,
to olign our approach with the EUs upcoming
Corporate Sustainability Reporting Directive [CSRD)

On our website, you con read mone about our
approach hem and see the full results of the 2022
analyss hers

Our approach to mapping themes
and defining our response

Matrin 2- Defining appropriote action for eoch theme

Observe Build

Mavelty of expectotians to Grsted

(Source) Orsted Green energy to power lasting positive impact
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https://orstedcdn.azureedge.net/-/media/2022-annual-report/orsted-sustainability-report-2022.pdf?rev=eda5465ba5784866b6cea99e58088f94&hash=3BFD5F72E676043FA33114647E7C8C4D

(i) Vital Farms (key stakeholders identified and governance structured to incorporate these
stakeholders’ interests)

STAKEHOLDER MODEL e

FARMERS & SUPPLIERS THE GIRLS
m] Owur furmers put animal wellase Ouc gisle wupply ethically
at the heart of their operations. produced eggs and butter. Cur
iz We compensate them Faicy and netwerk of family fazme gives
provide angoing support thesn the lifestyle they deserve,
p— STOCKHOLDERS CREW MEMBERS
E e Cur icvestors believe in our model. Eer 2001 e Our erew is committed to
E We wark to grow an enduring, cur mission. We provide &
prciitable business. suppartive and empewesing
work Life.
ENVIRONMENT
Wi're consciaus stewards of the incredible CUSTOMERS & CONSUMERS
gifta of nanre, insluding animals, land, Dur customers and consumers show
. air, and water. Our agg farmaers do nat the industry that ethics matter. We
S Yy W oo L5 v ) B e
prsturas, ard wa halieve pasture ratation delicious food.
pratacts the health of the land_
VENDORS
COMMUNITY Our vendors Tulfll sur needs
Rustin, Springfiald, and Pastura = thromghaut all aspacts r busingss.

Beh communities waleoma us. W strive to ba a consistent

W support working families and ralinble parner.
i and cammunity initiatives.

GOVERNANCE STRUCTURE

Qus Board of Directors and itz committees overvee the compuny's overall rick menugement strutegy, including ESG and

Ji lated risks and opp ioz. The Board receives q Iy reports from its Nominating ard Governancs Com:
ude ESG oversight along with annual reports from the company's management-level ESG leadership on ESG go
jatives. The Board also approves the company’s annual operating and capital budgets, which include operating expenses and
capital inveatmants related o climato chango mitigation and other initiatives.

i

Oveesight of ESG matters is munaged by our Board's N ting und C te Governance Committes and is ceflected in the
% charter. The committee overseas our strategy, initlatives, and reporting related to ESG, including snvironmental

res and progrezs toward our ESC gouls. [ts oversight function alve includes responsibility for overzesing rick
mansgement with cespect to ESG rizk uress, includiog climate o
presents to the o nittee quarterly,

. Our Geaeral Counzel, Corporate Secretary & Head of lpact

Our ST ia the highast managament lavel in aur campany. Tha SLT manages rlsks to aur company, inchading enviranmental and
ralatad risks, through regular raporting from sevaral functional araas. Tha SLT inchidex aur General Counzael, Carparata
& Head of Impact, who reparts diractly to our Chief Executive Officer. The SLT manages aur responsa to material

ed issues, i

ESGerel ding adverss weather events and ather climate-related matters, and reqularly reparts out (o the Board
and ita committees with vespect ta such risls.

1n 2022, we formed an ESG Steering ity isting of ional leadership and ind: ik from

i across our organization, including operstions, Live production, supply chain, legal, people, and investor relation

This committoe is directly scsountable for the btrab ips and mpl SIESG goals and initiativea serows out

business, including measurement, manitoring. and reparting on the progross of cur climate-related initiatives to the SLT. @

Vital Farms is among a very select group of U.S. companies
that are publicly traded, B Corporation Certified, and
Delaware public benefit corporations. As a public benefit
corporation, we are legally required to balance our financial
interests with the best interests of our stakeholders. We
believe that prioritizing the long-term viability of all
stakeholders will produce stronger outcomes for everyone
over time, and that strong corporate governance is critical to
our success. We have established our corporate governance
structure with three goals:

Effectively addressing stakeholders’ At Vital Farms, we define Impact as a holistic ambition
Appropriately managing enterprise risks and active strategy that includes our ESG approach,
Fostering a culture of integrity t gt our organization our B Corp certification, DEL, risk mitigation, and

purpose-driven program development.
@

(Source) Vital Firms 2023 IMPACT REPORT
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https://vitalfarms.com/wp-content/uploads/2023/08/0323-VF-ImpactReport-FINAL-1.pdf
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(i) Kry (example of key stakeholders identified and stakeholder engagement)

Our stakeholders

Kry's primary stakeholders are patients and employees; Euro-
yeesscas pean, natioral and local policy and Gavernment officials;
9. Along with nvestors and partners. ALl are vital for Kry to De

able to detiver
diverse and inclusive spectrum. 2
............ ‘ ectly y o s
‘ HR, Logal, Cz sl
deliver a purpose-driven culture. 8
‘ =
them to deliver way >
of working.
Investors
............ \(1/ efficientty g
guidance
8nd SUPPOrt on Specific and relevant Lopics,
. Policy and Government
. We proactively engage with Furopean, local, national
IO m imothe
Commaercial partners and students
= e <
.......... b primary care access. G P B ok 3
and Life Sciences.

(Source) Kry Sustainability Report 2022
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https://downloads.ctfassets.net/h8qzhh7m9m8u/4ibsDtRkiSYpt3HsBk1hz0/0bf0ade6f100fc2d80674aba8bc58139/sustainability_report_A4_v3.pdf
https://downloads.ctfassets.net/h8qzhh7m9m8u/4ibsDtRkiSYpt3HsBk1hz0/0bf0ade6f100fc2d80674aba8bc58139/sustainability_report_A4_v3.pdf

(

i) Beyond Meat (example of key stakeholders identified and stakeholder engagement)

STAKEHOLDER

Stakeholder Type of Engagement

Consumers

ENGAGEMENT AND

VALUE CREATION

Custemars

e angage stoksholders 1o align on E53 ssues ond

eftarts that ara raley
CLISEEITIar

in which we partic

il to the wallare of sur Sensumens,

investors, and the lecal carmmunities
ata, which wa beliove suppaort:
term value creation, Cur product portfolio directly ir

volves Local Communities

inititives that suppert our social mission, the cultivation of

leng-tern carmmersial parineships and oppartus

thr reduction of our F5G risk nxposura.

tiess, card

The following chort provicas brief surnmaries of our

aparacch o stakahalder engogement as well as somea
creas in which we solloborated in 2020 and 2021 1o

oddrass nur sharad chjectives,

Encournged feedback and engogemant through sacial
migdia platicrms

Provided shoppar incantive programs and product
sampling, where possible

Caollaboroted o prommote accessibility of nutriticus,
sustaimalles plont-based proetein options

Entered intz a jolnt venture and strateglc partnerships to
expard our reach into new markets, custormer segmernits,
ard global somraunities

Surpassed cur gaal of 1milllan meal danaticns in responsea

1 the COVIN-17 pondemic

Prewvided 5 millicn meals te faod bank
argrnizations, and valnerable comm

Partnered to advance clinizal resenrch on the bangfits of

y-forused vauth educatian

Mon-governmental -

Crganizations (NGOs) - plont-bassd dists
Asademis Institutions and . Fallabo
MNonprofits ’ !

irviticati

hasaitals, frent-line

(Source) Beyond Meat ENVIRONMENTAL, SOCIAL,AND GOVERNANCE UPDATE JULY 2022

(iv) Oxford Nanpore (established sustainability governance)

Sustainability governance

and g i

Key p

Vi sem cereribivct 1 coreticing a8 el oo boenesx o
Troamest et whicsd mannen 3 we s peod of 0.8 ik
shyadercks Thees wxluns and cur approash 10
5 dvectly Whed 00 Jur Dusiness stralegy and o
achieve e anddyzhs of anything, by 2nyone, anywiore,
- awerzanien And W hetibre

+ We sobaiarity comply with e UK Corporale Gosiynance
Code and, fokew ng the agpont—erts of Duczn n
- 2nd Wondy B
, W Q10 ety

for 2022

= Vb fuaww pesaeaes antd prioosch ame 1 plaoe ol st our
wehicsl stanttares NG, the Hans appeoed 3 e
Conthct Mnaras Fulicy 10 document sur comm tmer: o
£0.XCNY COMDCNNts and minarals rom compan o3 that
hare our valuss Wman nghta. negrity, and
WesvenTmed prescdty | 1ie 1nehsies I esgeesdbe
sureng of meseale STough ot gt sy char

W Dcecion

Bowrd

ility g

Sustwinatilty govwmance
.

1 Mungarart wed

EHS Commiliue

feoe st nal By

et s vl g it

s dew UE 23 s mnty
23 and setabazity is an

QoA 19 o0 the Boaed a1 a5t Iwioe 63 yasr. The

Bosarid i6 wopor i bry P Auckl v Fisk Cameritln

Tt Bt bst canesll ieaponaied

A el wia AT et sy stk i thi
troni ths Dimening Gommnetes oo s try =u
£ Shmaning Uoanmien

They ENS Steanng Commitiss meess on 3 b bass
and 5 a cross-unzticnal commitiae od by Gordon
Sangrera [CE0N, whic™ has rezporzicd Ky at managemen:

Operatisg Commitioe

The Opérating Commines's ek i3 10 dovelop the
Company s poipoio vilues, dbR i, culun, o
raligk: 400 10 g-taton plank. Tha O

20 R and conziders
Sustancbity Roport pelor 10 aoprcwal Dy the Baard.

| ece ol ervdromcma, hoath, 0nC Zafcty oucs
Fra g 1l Maspoos, eeiickeg chimssdatng e
and noportuntee

(Source) Oxford Nanopore SUSTAINABILITY REPORT FY 2022
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https://investors.beyondmeat.com/static-files/6fcd4169-617f-4fe2-9b40-cdfd8de77be3
https://investors.beyondmeat.com/static-files/6fcd4169-617f-4fe2-9b40-cdfd8de77be3
https://nanoporetech.com/sites/default/files/s3/about/FY_22_sustainability_report.pdf
https://nanoporetech.com/sites/default/files/s3/about/FY_22_sustainability_report.pdf

(i) Kokusai Electric (disclosure of a record and targets related to human capital in a Securities

Report (Part I)

(2) FRHRUHE

AHEEA - SHAEC BT AH0 RO 5 HEBIEIC oL T, 4B, BRE (8% BARUEED 308
APLEALTED, SHoEAMEERCAELERICSS LT, UF0LBY T,

foiE HiE 2022 B HERE
EEIT S mEoRlE (%) (H1) 20204F % TIZ8. 0% 3.2
B mE OFWRERBE (%) (F2) 20294E % TIT30. 0% 57.1
BBEREHAETORE (%) Bl 47 L1 11.8
AEELEOEE (%) RITEE FEA 2.4
FMPECiCESE (M) 0 0

() 1. TatoREEFEcsTA2FBEoE M+ ol (CPEmeTEERREedT) oflFICESERHEL
EhoThoET,
2. IRkE, redEST A IFENERT I FBEORMIBT S (P 3 BT
F) OHEFICESE, THFREEE, TERESHR CEZERSELST Y FHE 0BT A Bk
FTHAN) (ER 3 FEEME T HE25S) BTIEO4F 1 5B 2FRRESEORGEESFERHLEY
DTEHYET,

(Source) Securities Report for Initial Listing Application (Part I) by Kokusai Electric
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https://www.jpx.co.jp/listing/stocks/new/jr4eth0000002nzm-att/10KOKUSAIELECTRIC-1s.pdf
https://www.jpx.co.jp/listing/stocks/new/jr4eth0000002nzm-att/10KOKUSAIELECTRIC-1s.pdf

(ii) Emimen (disclosure of ToC and a logical framework in a Securities Report (Part )

BEMRDOLHY [CK>TEHHITHRE (Theory of Change)

RIENDONEICEESEL,
RmENREATER S

= NEREICE ST, . )
TUFTBYPIR—LED e BH50BHIEMIILT
HEVICEY, R—LTTROF AN Y—EROB%E LI,
BIENERLTVS KI5« T/ HIzVURIIC NEREICELE
TTEREH S BHLTS
; RHE
A7 EERR TN B TNSRE =7 i LN

EH) - Y Evay
TY9RTv b (EMEICBET HA%E) £ie (HELIT )

FHARSOTIEE BTN
8T, TuFTEYT | N EDEALCEY, 8Bt
L —LEDHENCEY, | SR TLANESE
ﬁ RELMERE NEFEOSENER | | aSEmRcsn
Wy SV 1Y SO g - Ny
Y=FSAT - —
Promigirst R NUBEDACTERN | NFWREEICEST. _ NEKUEN,
F—nfMofEy | NTONSICEREL,
RIF 4 7/ 7B
B2TWAIRE
YZPR—LH R bl
| \ B SOEHEZHT SEE. | B5OUHEBIELT |
e NEFE = — LERRT 2 \ H—ROEE L.
%ﬁ;?ﬁf{ WA ST R E R

(G E5 759 b 74 =01 b 08 |

LTWSR—ADHE0

KPI11:MSWHEOBTH

KP1 2 : FESEERK
KP13: A=A ¥

KP14:77y b74+—A%A FBREK

(Source) Securities Report for Initial Listing Application (Part I) by Emimen
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https://www.jpx.co.jp/listing/stocks/new/jr4eth0000002nss-att/10Emimen-1s.pdf
https://www.jpx.co.jp/listing/stocks/new/jr4eth0000002nss-att/10Emimen-1s.pdf

This section focuses on the documents required at the time of an IPO, namely a securities report,

documents illustrating the company’s growth potential, and corporate governance report (CG). Other

documents, such as a prospectus and written notice, are also required when a company goes public.

Those documents, however, contain essentially the same details as those in a securities report.

Information may also be disclosed in documents for voluntary disclosure in addition to those for

statutory disclosure. A check (v) indicates that the items are closely connected, although the

connection is not limited to those items.

Environment,
and Issues to
be

(i) Trends in (ii) (iii) (iv) Risk/ (v) Overall
social/environme | Growth | Quantitati | Opportunit | picture of
ntal issues to be strategy | ve y stakeholde
addressed (includin | informatio | manageme | rs and the
(including the g n that nt policy company’s
scale of TAM) potential | underlies policy on
expansio | the source governanc
n of the | of the e
TAM) company’s
competitiv
e
advantage
s
l. Overview of v
the Company (employee-
® Employees related
information)
[l. Overview of v v v v
Securities Business
report ® Management
Policy,
Business
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Addressed

® Approach to
Sustainabilit
y and
Related

[nitiatives*1

v

(strategies, metrics,

and goals)

v
(strategie
s, metrics,

and goals)

v
(strategies,
metrics, and

goals)

Vv
(risk

management

)

v

(governance)

® Business
Risks

® Management
Analysis of
Financial
Position,
Operating
Results, and

Cash Flows

Documen
ts
illustratin
g the
company'
s growth
potential

*2

® Business

model

® Market

conditions

® Sources of
competitive

advantages

® Business

plan

® Risk

information

CG *3

[-1. Basic views

-1 (2)
Disclosure
based on

each

v
(Principle 2-3)

v
(Principle
2-1)

v
(Principle 2-
4)

v
(Principle 2-
3)

v
(Principle 2-
2,
Principle 4-1
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principle of
the Code *4

Il. Business v
Management
Organization
and Other
Corporate

Governance

Systems
regarding
Decision
Making,
Execution of
Business,
and

Oversight

1. v
Implementati
on of
Measures for
Shareholders
and Other
Stakeholders

(Impact v v v v v
report,
Voluntary sustainability
reports *5 report,
integrated

report, etc.)

*1: In the new section for sustainability information, the disclosure of information about governance and
risk management is required of all companies, and information about strategies, as well as indicators

and targets, should be disclosed if it is judged to be important (“Commentary on Amendments to the

Cabinet Office Order on Disclosure of Corporate Affairs,” the Financial Services Institute). The

recommended disclosure items (i) to (v) in this Guidance may also be disclosed.

*2: “Matters related to Business Plans and Growth Potential” in the growth market

*3: Corporate Governance Report

*4: The principles in Japan's Corporate Governance Code that may be related are shown as examples,
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https://www.fsa.go.jp/news/r4/singi/20230523/01.pdf
https://www.fsa.go.jp/news/r4/singi/20230523/01.pdf
https://www.fsa.go.jp/news/r4/singi/20230523/01.pdf
https://www.fsa.go.jp/news/r4/singi/20230523/01.pdf
https://faq.jpx.co.jp/disclo/tse/web/knowledge8284.html
https://www.jpx.co.jp/equities/listing/cg/01.html
https://www.jpx.co.jp/equities/listing/cg/tvdivq0000008jdy-att/nlsgeu000005lnul.pdf

which does not mean that these are the only related principles. Moreover, depending on which market
section the company is in, some principles with supplementary principles may require more detail.
[Principle 2.1 Business Principles as the Foundation of Corporate Value Creation Over the Mid- to
Long-Term]
[Principle 2.2 Code of Conduct]
[Principle 2.3 Sustainability Issues, Including Social and Environmental Matters]
[Principle 2.4 Ensuring Diversity, Including Active Participation of Women]
[Principle 4.1 Roles and Responsibilities of the Board (1)]

*h: Since the voluntary disclosure of an impact report and other documents is not based on any

regulations, companies are allowed considerable latitude in what to include in these documents.

Consequently, companies submit reports that significantly vary in content and format.
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In issuing this guidance

Sayaka Tomihara,
Director, Startup and New Business Promotion Office,

Economic and Industrial Policy Bureau,

Ministry of Economy, Trade, and Industry

In Japan, which is said to be a leading nation in social issues, it is important to be the first country in
the world to create a mechanism to view social and environmental issues as positive drivers and to

create new social opportunities and markets through business.

To this end, the Ministry of Economy, Trade and Industry (METI) last year established the "J-Startup
Impact" startup development support program, which aims to raise awareness and build momentum

for impact startups and provide intensive support through public-private partnerships.

Impact companies enhance their management capital and make upfront investments by disclosing
information and engaging in dialogue with investors based on a business model and strategy that
balances impact and profitability. Further, impact companies enhance corporate value while improving
the capital market’s evaluation of such companies. These are very important tasks, but not easy ones.
| feel that issuing this guidance will be meaningful in fostering a common understanding and

constructive dialogue among all parties involved.

| hope that many people, including impact startups, will make use of this guidance in the future, and
that many examples will be created to accelerate such a "positive feedback loop," leading to the growth

of impact companies and the development of capital markets that support them.

Hideki Takada,

Director of Strategy Development Division,

Financial Services Agency of Japan ‘:; |

In the past, the promotion of improvement effects (impact) on social and environmental issues was

often understood as a trade-off relationship, involving costs in terms of both time and money, and not
necessarily in line with business growth and profitability. On the other hand, in recent years, we have
seen a variety of companies and investors working to promote and grow their businesses by addressing

issues from the perspective that the two are mutually reinforcing and complementary.

This guidance was compiled by the GSG National Advisory Committee through discussions among
companies and investors with a variety of knowledge and experience regarding the impact companies’

evaluation and disclosure, as well as the dialogue with investors. The importance of unlisted companies
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seamlessly obtaining accurate evaluations from the capital markets, including the listed markets,
regarding their strategies such as the realization of impact, is a point that has been frequently raised
by the JFSA's "Study Group on Impact Investment (Impact Finance)". We believe that this report will

provide an important impetus for discussion.

The JFSA would like to stimulate and support discussions on various issues, including corporate

valuation, through public-private partnerships such as the Impact Consortium.
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