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Sustainability Linked Loan

Rating and Investment Information, Inc. (R&I) reviewed the first foreign currency denominated
Sustainability Linked Loan in Japan where Nippon Yusen K.K. (NYK) and The Shiga Bank, Ltd. are a
borrower and lender, respectively, as an external party to provide a review under the Sustainability Linked
Loan Principles (SLLP) and the Expected Elements of Sustainability Linked Loans described in the Ministry of
the Environment’s Green Loan and Sustainability Linked Loan Guidelines 2020. This opinion is based on the
following views.

■ Outline of the Opinion
(1) Relationship between the borrower’s strategy regarding its comprehensive social responsibility and the
SPTs
Under its corporate philosophy “Bringing value to life” established in 2018, NYK engages in its daily
activities with the belief that it should play a role in contributing to a sustainable society and environment in
addition to delivering the essential items and services to the people that need them and to the desired
places. NYK positioned ESG as a management strategy in the medium-term target "Staying Ahead 2022
with Digitalization & Green" formulated in 2018 with the recognition that transportation industry, not only
maritime shipping, uses a large amount of fossil fuels, which has an impact on the global environment, and
the industry is under constant pressure to improve in terms of responding to climate change and preserving
the environment. The recently announced "NYK Group ESG Story" describes specific initiatives to integrate
ESG into management strategy. NYK aims to become a Sustainable Solution Provider, focusing on projects
for zero emissions such as reduction of greenhouse gas (GHG) emissions and use of renewable energy
and alternative energy, as well as the creation of a framework for promoting ESG management.
The SPT set by NYK this time is to obtain a high rating on the CDP Climate Change Score. CDP, which is
an NPO established for the purpose of promoting the disclosure of information on the environmental
activities of companies, distributes three types of questionnaires on climate change, water security and
forests to companies around the world, receiving replies from around over 9,600 of them. The Climate
Change Score, obtained by replying to the CDP's climate change questionnaire, indicates the level of a
company’s environmental activities, including disclosure of information on climate change, awareness of
risks, risk management, and strategies for addressing climate change issues. NYK considers the CDP
Score as an opportunity for reaffirming its commitment to ESG, with its key strategic goal of obtaining a high
rating.
(2) Setting of SPTs and measurement of improvements in the borrower’s sustainability
To obtain a CDP Climate Change Score, a company must first answer the CDP's climate change
questionnaire. With the primary concern about GHG reductions, the questionnaire inquires the disclosure of
information on climate change, awareness of risks, risk management and strategies for addressing climate
change issues. For the reduction target, it is emphasized that targets are set based on Science Based
Targets (SBTs). NYK acquired SBT certification in 2018, aiming to reduce Scope 1 GHG emissions per
ton-kilometer by 30% by 2030 and 50% by 2050 from the 2015 level. As of the end of December 2020,
there are only two companies mainly engaged in maritime shipping in the world that have acquired SBT
certification, with the initiatives for which will be the key to obtaining a high rating of the CDP Climate
Change Score.
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NYK has been rated highly on the CDP Climate Change Score. However, the structure of the CDP
questionnaire varies from sector to sector, and different scoring criteria and scoring category weightings are
applied, making it difficult for sectors with high GHG emissions to be rated highly in general. In addition,
thresholds, weightings, and questions are revised in response to social requests, etc. including those from
the Task Force on Climate-related Financial Disclosures (TCFD). In addition to GHG reductions, the 2021
questionnaire is expected to include "Net zero." While many responding companies are making efforts to
obtain A, it is necessary to always be "Staying Ahead" in the industry in environmental activities in order to
maintain a high rating. It is not easy to maintain the high rating in the CDP Climate Change Score. These
SPTs are sufficiently ambitious targets for NYK.
(3) Reporting
The result of NYK’s CDP Climate Change Score is disclosed annually on the CDP website. In response,
NYK will disclose the status of its SPT achievement directly to the related parties and also to the public on
its website.

(4) Review
NYK has requested R&I, a third party, to check the alignment with the Sustainability Linked Loan
Principles, with the approval of Shiga Bank.
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1.

Relationship between the borrower’s strategy regarding its
comprehensive social responsibility and the SPTs

‘Relationship between the borrower’s strategy regarding its comprehensive social responsibility and the
SPTs’ of the loan is in alignment with the SLLP from the perspectives of the below (1) and (2).

(1) Comprehensive Social Responsibility Strategies and SPTs
[1]

Comprehensive Social Responsibility Strategies of the Borrower
Since its foundation in 1885, NYK has contributed to the development of the world economy and
the improvement of people's lives through "transportation services" including maritime shipping. Its
main businesses are global logistics business, centered on liner trade, air cargo and logistics, and
bulk shipping business, centered on dry bulk, energy and car transportation. Under its corporate
philosophy “Bringing value to life1” established in 2018, with the wish to be the existence bringing the
value to all living things and the environment while realizing prosperous lives and daily fulfillment for
people around the world, NYK engages in its daily activities with the belief that it should play a role in
contributing to a sustainable society and environment in addition to delivering the essential items
and services to the people that need them and to the desired places.
At present, NYK operates its business under the medium-term management plan "Staying Ahead
2022 with Digitalization & Green" announced in 2018. In order to strengthen three material issues of
"Safety," "Environment" and "Human Resources" and to continuously create new value in the spirit of
"half a step ahead," NYK set its basic strategies: (1) Optimize the business portfolio, (2) Secure
stable-freight-rate business, and (3) Increase efficiency and create new values. This medium-term
plan is characterized by placing not only establishing a stable profit structure but also tackling the
environmental issues "ESG" through business activities at the core of management strategy. The
logistics industry, not only maritime shipping, generally uses a large amount of fossil fuels, and it has
always been an issue to reduce and improve the efficiency of its own energy consumption. In recent
years, there has also been a growing social request to reduce GHG from the viewpoint of the supply
chain. It has become essential for the long-term growth of the Group to place ESG at the core of
management strategy.
The "Digitalization & Green" at the center of the ESG strategy aims to differentiate NYK from other
companies and increase the corporate value with three pillars: (1) applying the latest digital
technologies for the optimization of the entire supply chain to reduce CO2 emissions and meet social
requests, (2) engaging in green businesses such as offshore wind power generation and research
on next-generation energy, and (3) conducting thorough progress management.

1 The NYK Group traces its origins back to the maritime shipping industry started by Yataro Iwasaki, the founder of the Mitsubishi Group.

This philosophy reflects Iwasaki's sense of mission and spirit since the company's foundation—"If we launch a ship, the benefits will be
widespread, and the resulting prosperity will be felt by many.”
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[Provided by NYK]

NYK has recently announced the "NYK Group ESG Story” to clarify its approach and specific
efforts to integrate "ESG" into its management strategy, with (1) initiatives to create new values (safe
operations, reduction of GHG emissions, challenges in the energy field, contribution to solving social
issues); (2) strengthening of human resources and organizations; and (3) strengthening of the
management base. In particular, under the "(3) Strengthening of the management base" NYK
showed that, in addition to the conventional "financial perspectives" metrics for all employee codes
of conduct, the second metrics "ESG" would be added to promote an internal awareness revolution,
and that an "ESG Management Promotion Committee" would be established to confirm and
evaluate the progress of ESG Story, establish company-wide policies and targets, and confirm the
direction by adding external experts. By doing so, NYK will enhance its competitiveness, and pursue
the creation of corporate and social values as a "Sustainable Solution Provider" that aims to solve
social issues and create new values through business.

[2]

Sustainability Performance Targets (SPTs)
The SPT is to maintain a high rating on the CDP Climate Change Score.
CDP is a U.K.-based NPO established in 2000 aiming to disclose information on companies’
environmental activities and encourage actions. In response to requests from investors and
suppliers, it distributes to companies, collects, compiles, and evaluates three types of questionnaires
on climate change, water security, and forests. The Climate Change Score is an assessment given
to companies that have completed the Climate Change Questionnaire among the three
questionnaires, and is expressed in eight levels of A, A-, B, B-, C, C-, D, and D- from the
perspectives of: (1) disclosure of environmental activities; (2) awareness of risks; (3) risk
management; and (4) leadership. The CDP Climate Change Score is published on the CDP website
together with the company’s written response.
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NYK has responded to the climate change questionnaires every year since 2010 and maintained
high ratings.

Changes in the CDP Climate Change Score (NYK)
2016
2017
Climate Change Score

A-

A-

2018

2019

2020

A

A-

A
[From the CDP website]

[3]

Relationship between the Sustainability Goals and SPTs
NYK places "ESG" at the core of its management strategy, considering that obtaining the CDP
Climate Change Score will enable it to comprehensively and objectively assess its ESG strategies,
including those for environmental risks around it, reducing GHGs, and its governance system, and
to move on to the next strategies.
With regards to the above [1], [2], and [3], NYK clearly communicated its sustainability goals
established in the strategy regarding its comprehensive social responsibility and that those goals are
in line with the SPTs to Shiga Bank.

(2) Prior Explanation to the Lender
NYK disclosed in December 2020 the standards that the SPTs would comply with to Shiga Bank, the
lender, and provided a prior explanation.
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2. Setting of SPTs and Measurement of Improvements in the Borrower’s
Sustainability
‘Setting of SPTs and measurement of improvements in the borrower’s sustainability’ of the loan is in
alignment with the SLLP from the perspectives of the below (1) to (4).

(1) Method of Setting SPTs
NYK and Shiga Bank negotiated the terms of the bond in light of the objectiveness of SPTs,
reasonableness of the plan, and reporting, etc. to set SPTs.

(2) Details of SPTs
The number of companies obtaining the CDP Climate Change Score is increasing year by year. In
2020, 9,526 companies in the world responded to the CDP Climate Change Questionnaire. Among them,
A was given to 273 companies, of which 53 were Japanese companies (as of January 26, 2021).
The CDP Score is scored based on the company's response to the Questionnaire. Companies answer
the questionnaire for their relevant sector according to CDP’s sector classification. The 2020 Climate
Change Questionnaire has 112 questions, each of which is scored on four levels of disclosure,
awareness, management, and leadership, to be assessed on achieving the thresholds successively set
for each level.
The most important factor in assessing the CDP Climate Change Score is GHG reduction. For the
reduction target in particular, it is emphasized that targets are set based on SBTs. NYK acquired SBT
certification in 2018, aiming to reduce Scope 12 GHG emissions per ton-kilometer by 30% by 2030 and
50% by 2050 from the 2015 level3. Toward the 2030 target, NYK is tackling the "reduction" of GHG

[Prepared by R&I based on the information provided by CDP]
2 Sources of manageable direct emissions. It is one of the international standards for calculation and disclosure of GHG emissions

which are now widely used worldwide. The NYK Group mainly calculates GHG emissions from operating ships and aircrafts.
3 In general, SBT means that all companies reduce their total emissions at the same rate; however, since the actual state of emissions

and the progress in reduction initiatives in the past differ depending on the business category, etc., setting targets using the Sectoral
Decarbonization Approach (SDA) to the intensity is allowed for some industries.
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emissions by means such as developing ship technology, including the introduction of LNG vessels, and
improving vessel allocations, operations, and cargo handling efficiency through digitalization. Moreover,
for the 2050 target, NYK will eliminate GHG emissions themselves by developing the next-generation
energy (hydrogen and ammonia) and changing energy sources. With no less than 90% of NYK’s GHG
emissions currently coming from ship fuels, how these plans are implemented will be the key.
NYK has been rated highly on the CDP Climate Change Score. The CDP questionnaire varies from
sector to sector in its structure, and different scoring criteria and scoring category weightings are applied,
making it difficult for sectors with high GHG emissions to be rated highly in general. In addition,
thresholds, weightings, and questions are revised in response to social requests, etc. including those
from the TCFD. In addition to GHG reductions, the 2021 questionnaire is expected to include "Net zero."
While many responding companies are making efforts to obtain A, it is necessary to always be really
"Staying Ahead" in the industry in environmental activities in order to maintain a high rating. It is not easy
to maintain the high rating in the CDP Climate Change Score.
SPTs relate to material issues in NYK’s businesses and are ambitious and meaningful, and also are
tied to improvements in NYK’s sustainability in relation to the predetermined benchmarks for SPTs. SPTs
will be applicable over the life of the bond and capture positive and negative impacts that NYK’s business
activities would have on the environment and society comprehensively, and are expected to bring
considerable positive impacts in relation to sustainability as a whole.

(3) Linkage with the Terms of the Bond, etc.
Interest rate spreads applied during each interest payment period are set for three levels; i.e., CDP
Score of SPTs at A or A-, B or B-, and C or lower. The terms of the bond are linked to NYK’s performance
against SPTs.

(4) Appropriateness of SPTs
With regards to the appropriateness of SPTs, a Second Opinion has been obtained from R&I, an
independent third party. CDP is an independent third-party organization, which makes the CDP Climate
Change Score of SPTs objective. It is disclosed to the public on the CDP website around every winter.
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<Reference> CDP Climate Change Score
CDP is an international NPO established in London in 2000. It aims to build a truly sustainable economy by
driving investors, companies and cities to measure and understand the environmental impact that their own
activities inflict. In 2003, in response to the request from 35 institutional investors, CDP started collecting
information using questionnaires, analyzed and assessed collected responses, and disclosed information on
245 companies. With information disclosure through CDP increasing every year, in 2020, more than 9,600
companies around the world responded, upon the requests from no less than 515 investors (Over $106 trillion
in assets under management) and no less than 155 client companies ($4 trillion in procurement spend). CDP
is very highly recognized in the market.
The questionnaires are broadly divided into three categories of climate change, water security and forests.
Companies answer the questionnaire for the sector that they belong to according to CDP’s sector
classification. The total number of questions on climate change in 2020 was 112. The questionnaire covers a
wide range of topics, including governance, risks and opportunities, business strategies, targets and
performance, Scope 1 and Scope 2 emissions and their calculation methods, energy consumption, and
carbon pricing. Each question is scored at four levels of disclosure, awareness, management, and leadership,
and then scores are added up for each level. For the scoring of management and leadership, weighting
assigned to each scoring category is applied to determine the score at each level.
The score at each level must achieve the threshold set for each level in the order of disclosure, awareness,
management, and leadership (refer to the figure below) to go up to the next level. For example, if the
disclosure score is 82%, the awareness score is 85%, the management score is 30%, and the leadership
score is 20%, the disclosure score is above the threshold (79%), the awareness score is also above the
threshold (79%), but the management score falls under the threshold of 1 - 44%, resulting in the final score of
B-.
The final rating is displayed by eight levels of A, A-, B, B-, C, C-, D, and D-. In order to obtain the highest A
rating, it is necessary to meet the A List requirements4 in addition to achieving all of the above thresholds as
well as to satisfy the requirement that there is no reputation issues. Finally, adjustments are made so that the
A rating will be about 5% of the total.

[Prepared by R&I based on the information provided by CDP]
4 No significant relevant exclusions present, verification of at least 70% of both Scope 1 and Scope 2 total emissions individually, and

reporting of both Scope 1 and Scope 2 total emissions, etc.
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The content of questions and the weightings of scoring change according to social requests and others.
The questionnaire in 2018 was drastically rearranged in response to the TCFD recommendations published in
the preceding year. In 2019, the proportion of "Governance" became relatively low in the management and
leadership scores, while "Energy (renewable energy)" and "GHG reduction target (SBT)" were heavily
weighted, making it difficult for sectors with high GHG emissions to receive high ratings. The 2021
questionnaire is expected to include "Net zero." It is getting harder and harder to get an A rating.
The questionnaires for 2021 will be sent to companies in February, with the results to be compiled early
December.
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3.

Reporting - Reporting to the lender and public disclosure -

‘Reporting’ of the loan is in alignment with the SLLP from the following perspective.


The result of NYK’s CDP Climate Change Score is disclosed annually on the CDP website. In response,
NYK will disclose the status of its SPT achievement directly to the related parties and also to the public
on its website. This will allow Shiga Bank to obtain the latest information regarding the status of achieving
SPTs.



NYK intends to announce that the financing is based on the SLLP. Public disclosure of information
relating to SPTs will ensure transparency.

4.

Review - By External Party -

‘Review’ of the loan is in alignment with the SLLP from the following perspective.


NYK judged that objective assessment is necessary in relation to ‘1. Relationship between the
borrower’s strategy regarding its comprehensive social responsibility and the SPTs,’ ‘2. Setting of SPTs
and measurement of improvements in the borrower’s sustainability,’ and ‘3. Reporting’ of the framework
for the sustainability linked loan and requested R&I, an external party, for the review. R&I evaluated the
alignment of the instrument with the SLLP to prepare a Second Opinion. Shiga Bank accepted that R&I
prepares a Second Opinion.



R&I’s Second Opinion will be provided to Shiga Bank. R&I will disclose the Second Opinion on its
websites as long as the loan remains outstanding. The performance data used for SPTs will be disclosed
publicly through NYK’s websites, etc.
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[Disclaimer]
Second Opinion is not the Credit Rating Business, but one of the Ancillary Businesses (businesses excluding Credit Rating
Service but are ancillary to Credit Rating Activities) as set forth in Article 299, paragraph (1), item (xxviii) of the Cabinet Office
Ordinance on Financial Instruments Business, etc. With respect to such business, relevant laws and regulations require
measures to be implemented so that activities pertaining to such business would not unreasonably affect the Credit Rating
Activities, as well as measures to prevent such business from being misperceived as the Credit Rating Business.
Second Opinions are R&I's opinions on the alignment of a framework, formulated by companies etc. to raise funds for the
purpose of environmental conservation and social contribution, with the principles etc. compiled by public organizations or
private organizations related to the relevant financing as of the date of assessment. Second Opinions do not address any
matters other than the alignment (including but not limited to the alignment of a bond issue with the framework and the
implementation status of the project subject to financing). Second Opinions do not certify the outcomes and other qualities of
the projects subject to the financing. Hence, R&I will not be held responsible for the effectiveness of the projects, including their
outcomes. Second Opinions are not, in any sense, statements of current, future, or historical fact and should not be
interpreted as such, and Second Opinions are not a recommendation to purchase, sell, or hold any particular securities and do
not constitute any form of advice regarding investment decisions or financial matters. Second Opinions do not address the
suitability of an investment for any particular investor. R&I issues Second Opinions based on the assumption that each
investor will investigate and evaluate the securities which they plan to purchase, sell, or hold for themselves. All investment
decisions shall be made at the responsibility of the individual investor.
The information used when R&I issues Second Opinions is information that R&I has determined, at its own discretion, to be
reliable. However, R&I does not undertake any independent verification of the accuracy or other aspects of that information.
R&I makes no representation or warranty, express or implied, as to the accuracy, timeliness, adequacy, completeness,
merchantability, fitness for any particular purpose, or any other matter with respect to any such information.
R&I is not responsible or liable in any way to any party, for all or any damage, loss, or expenses arising out of or in relation to
errors, omissions, inappropriateness of, or insufficiencies in the information used when issuing Second Opinions, or opinions in
Second Opinions, or arising out of or in relation to the use of such information or Second Opinions (regardless of the nature of
the damage, including direct, indirect, ordinary, special, consequential, compensatory, or incidental damage, lost profits,
non-monetary damage, and any other damage, and including expenses for attorneys and other specialists), whether in contract,
tort, for unreasonable profit or otherwise, irrespective of negligence or fault of R&I.
All rights and interests (including patent rights, copyrights, other intellectual property rights, and know-how) regarding
Second Opinions belong to R&I. Use of Second Opinions, in whole or in part, for purposes beyond personal use (including
reproducing, amending, sending, distributing, transferring, lending, translating, or adapting the information), and storing
Second Opinions for subsequent use, is prohibited without R&I's prior written permission.
As a general rule, R&I issues a Second Opinion for a fee paid by the issuer.
Japanese is the official language of this material and if there are any inconsistencies or discrepancies between the
information written in Japanese and the information written in languages other than Japanese the information written in
Japanese will take precedence.
[Expertise and Third-Party Characteristics]
R&I has launched the R&I Green Bond Assessment business in 2016, and since then, R&I has accumulated knowledge
through numerous evaluations. Since 2017, R&I has been participating as an observer in the Green Bond Principles and Social
Bond Principles, which have their own secretariat at the International Capital Market Association (ICMA). It also has been
registered since 2018 as an Issuance Supporter (external review entity) of the Financial Support Programme for Green Bond
Issuance, a project by the Ministry of the Environment.
The R&I assessment method and results can be found on the R&I website (https://www.r-i.co.jp/en/rating/esg/index.html).
There is no capital or personal relationship between R&I and the fundraiser that could create a conflict of interest.
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