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Executive Summary

Osaka Gas Co., Ltd. (hereinafter, "Osaka Gas", including the Daigas Group) was
established in 1897. Currently, the Daigas Group consists of three major business
segments: Domestic Energy business, Overseas Energy business, and Life & Business
Solutions business (LBS), mainly in the Kinki region.

The Daigas Group has formulated and published the “Daigas Group Carbon Neutral
Vision” and the “Daigas Group Energy Transition 2030” to achieve carbon neutrality by
2050. Aiming to achieve both a stable and secure energy supply and carbon neutrality in
energy, the Daigas Group aims to achieve carbon neutrality by 2050 by expanding the
use of natural gas, which contributes to reducing CO, emissions in the entire society,
decarbonizing gaseous energy through the introduction of e-methane™ using renewable
energy and hydrogen, decarbonizing power sources through the introduction of
renewable energy, and providing customers with solutions through these initiatives.

In addition, in the "Daigas Group Medium-Term Management Plan 2026" formulated in
2024, the Daigas Group positions the period covered by this plan (FY2025.3-2028.3) as
a period to work to contribute to the transition period and to "embody its aspirations
and build a bridge to the future," in which it establishes a foundation for the acceleration
of carbon neutrality by 2050, utilizing both carbon neutrality and natural gas, and
promotes the efforts towards the goals for FY2031.3 and 2051.3.

In promoting these efforts, Osaka Gas has formulated a "Roadmap to Carbon Neutrality".
In order to achieve carbon neutrality, Osaka Gas will promote various research and
development activities, demonstrations, and the introduction of technologies and
facilities, and will also promote the reduction of CO, emissions through the use of low-
carbon technologies in the medium term until practical application, and these efforts are
in line with the concept of Climate Transition. The "Roadmap to Carbon Neutrality" is
consistent with the Japan Gas Association's Carbon Neutral Challenge 2050 Action Plan
and with the roadmaps for the gas and electricity sectors developed by Ministry of
Economy, Trade and Industry in January 2022 to promote transition finance. In addition,
it includes representative green projects as presented in the widely recognised
international green finance framework.

Osaka Gas has revised the Daigas Group Green/Transition Finance Framework
(hereinafter, the "Framework") to procure investment funds that contribute to the
realization of the “Daigas Group Carbon Neutral Vision” and the “Daigas Group Energy
Transition 2030” to be carried out in @ manner that conform to the additional Transition-
Linked Finance and various latest international frameworks updated in 2023.

DNV Business Assurance Japan K.K. (hereinafter, "DNV"), as an external reviewer,
evaluated the eligibility of the framework.

Specifically, DNV provided the eligibility evaluation for frameworks against the following
handbook, principle and guidelines which are widely recognized:

- Climate Transition Finance Handbook 2023 (International Capital Market Association,

hereinafter CTFH)

- Basic Guidelines on Climate Transition Finance 2021 (Financial Services Agency,
Ministry of Economy, Trade and Industry, Ministry of the Environment, hereinafter,
CTFBG)
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- Green Bond Principles 2021 (International Capital Market Association, hereinafter
GBP)

- Green Loan Principles 2023 (Loan Market Association and others, hereinafter GLP)

- Green Bond Guidelines 2022 (Ministry of the Environment, hereinafter GBGLS)

- Green Loan Guidelines 2022 (Ministry of the Environment, hereinafter GLGLS)

- Sustainability-Linked Bond Principles 2023 (International Capital Market Association,

hereinafter SLBP)

- Sustainability-Linked Bond Guidelines 2022 (Ministry of the Environment, hereinafter

SLBGLs)
- Sustainability-Linked Loan Principles 2023 (Loan Market Association and others,
hereinafter SLLP)

- Sustainability-Linked Loan Guidelines 2022 (Ministry of the Environment, hereinafter

SLLGLs)

The following is a summary of the assessment results for each common element
indicated in the above framework.

<CTF Eligibility assessment results>
CTF-1. Fundraiser’s Climate Transition Strategy and Governance:

The transition strategy of the issuer Osaka Gas sets carbon neutrality by 2050 as a
long-term goal consistent with the goals of the Paris Agreement set forth in the
“Daigas Group Carbon Neutral Vision”. This is in line with the pathway of the Japan
Gas Association's Carbon Neutral Challenge 2050 Action Plan and the Ministry of
Economy, Trade and Industry's roadmap for the gas and electricity sectors. Osaka
Gas has set short- and medium-term goals towards the realization of the long-term
goal. In addition, Osaka Gas's Transition Strategy will contribute to the realization
of supply-side and demand-side carbon neutrality as a key initiative presented in
various plans and strategies for decarbonization in Japan. In terms of governance
and disclosure related to implementation of the finance, an internal structure and
information disclosure process based on TCFD™! have been established.
Furthermore, the fact that the study is not limited to the domestic market but also
includes overseas in terms of technological innovation and the establishment of new
supply chains etc. shows consideration for just transition, ensuring that substantial
benefits are widely shared. These are disclosed in the Framework and other
documents, and meet the disclosure elements of CTF-1. *1: Task Force on Climate-related
Financial Disclosures

CTF-2. Business model environmental materiality:

The environmental materiality of Osaka Gas's business model is closely related to
three initiatives related to the materiality identified as "climate change" under the
Osaka Gas Charter of Business Conduct, "Contributing to the Sustainability of the
Environment and Society": 1) achieving carbon neutrality, 2) the provision of clean
energy and the expansion of the renewable energy value chain, and 3) the
advanced use of natural gas and the promotion of environmental products.
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Materiality is identified by using the GRI Standards™, ISO 26000, TCFD, etc., and
scoring the materiality of the two aspects of social and environmental impact and
the future financial impact of the Group, of which "climate change" is shown to be if
high materiality. In addition, efforts to address environmental materiality include
not only the reduction of CO; emissions from the company's own business activities,
but also activities that contribute to Scope 3 and avoided emissions of other
companies. In addition, the contribution to the SDGs (see below) is also taken into
account. These are disclosed in the Framework and other documents, and meet the
disclosure elements of CTF-2.

*1: Global Reporting Initiative (an international standard providing ESG-related reporting, management and
analysis tools)

CTF-3. Climate transition strategy to be ‘science-based’ including targets and

pathways:
Osaka Gas' Transition Strategy is defined by science-based targets and pathways.
Specifically, it is consistent with the Carbon Neutral Challenge 2050 Action Plan of
the Japan Gas Association and roadmaps for the gas and power sectors established
by the Ministry of Economy, Trade and Industry (METI) as described in CTF-1, and in
addition to reducing CO; emissions from the company's own activities, long-term and
short- and medium-term goals that take into account Scope 3 and avoided emissions
are indexed and quantified, and the process of achieving these goals is clarified. The
consideration of utilizing CO; capture technology is also indicated. These are
disclosed within the Framework, other documents and second party opinion, and
meet the disclosure elements of CTF-3.

CTF-4. Implementation transparency:

Osaka Gas plans to invest a cumulative total of 2 trillion yen from FY2018.3-2031.3
in quality improvement, growth and M&A, including the implementation of its
transition strategy. Osaka Gas plans to make carbon neutral investments of around
220 billion yen in the cumulative total for the period FY2025.3-2031.3, and in the
three-year period FY2025.3-2027.3, it plans to invest approximately 100 billion yen
in carbon neutrality areas and approximately 460 billion yen in priority growth areas
such as thermal power sources, shale gas development, life and business solutions
business, etc., which include projects implemented with green/transition finance.
DNV has confirmed that the overall and individual investment plans to achieve the
carbon neutral vision in the future will be implemented in accordance with the
appropriate timeline, based on the internal management system and processes,
taking into account CTF-1 to CTF-3, for the investments required to implement the
transition strategy. Furthermore, Osaka Gas has been trying since FY2022.3 to
understand the carbon impact of projects that have already invested by utilizing
internal carbon prices, and has also been utilizing since FY2024.3 as a decision-
making tool for new investment decisions in business areas with a large carbon
impact. These are disclosed in the Framework and other documents and this second
party opinion and meet the disclosure elements of CTF-4.
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GBP/GLP-1. Use of Proceeds:

Osaka Gas defines the eligible criteria for the use of proceeds as projects
(green/transition projects) that contribute directly or indirectly to the realization of
transition strategies and goals. Specifically, the eligible criteria are indicated by the
eligible project categories classified into the initiatives 1) to 3) shown in Table-I, and
the proceeds will be allocated to finance or refinance existing expenditures for one or
more research and development, business development, construction, operation,
refurbishment and other related expenditures. DNV has confirmed that these
green/transition projects are consistent with the elements of CTF-1 to 4. Transition
projects have been evaluated by Osaka Gas as having a clear environmental benefit
on the transition strategy and are expected to contribute directly and indirectly to the
SDGs. These processes are in line with GBP-1.

Table-I Osaka Gas Green/Transition Finance Eligibility Criteria and Project Overview
(Please see text for details)

Eligible Criteria

Eligible Criteria & Project Overview

I - Methanation, direct use (chemical looping combustion
Hydrogen utilization !
0 Decarbonization yarog technology), etc.
of gas energy . . - On-site utilization of biogas and biomethane in
Biogas, biomethane domestic/global scale
Renewable power - Solar power plants, onshore wind farm, offshore wind
Decarbonization generation farm, biomass power plants, etc.
2) | of power Th | - Use of carbon neutral fuels such as synthetic methane,
generation ermal power hydrogen and ammonia, CCUS (Carbon Capture,
generation Utilization and Storage), etc.
Fuel Cell - Enhancing efficiency and downsizing, etc.
Advanced utilization - S;Jgport for converting fuel from oil and coal to natural
of natural gas and - Demonstration of building micro grid
CHP - Use of carbon neutral LNG
Low-
3) | carbonization ﬁ;:lganced energy - VPP, smart energy systems, EVs, etc.
Other . - Cryogenic power generation in the city gas production
(Reduction of CO process, Cryogenic power generation facilities, energy
emission associated efficiency renovation work of buildings, etc.
with own activities)

GBP/GLP-2. Process for Project Evaluation and Selection:

GBP/GLP-3. Management of Proceeds:

Osaka Gas will confirm that the transition project meets the GBP-1 eligibility project
categories, and that potentially negative environmental and social considerations are
taken into account, and the procedures such as facility certification, permits, and
environmental assessments are appropriate in the region where the project is to be
implemented. Specifically, eligible projects are made list by the Finance Department
and finalized by the Finance Director after consultation with the Business Unit and
Planning Department. These processes are in line with GBP-2.

The proceeds are managed by the Finance Department on an annual, project-by-
project basis, using an internal system and dedicated ledgers. The proceeds are
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managed in cash or cash equivalents in an amount equal to the unallocated proceeds
until the full amount of the proceeds has been allocated.

GBP/GLP-4. Reporting:

Until the full amount of the proceeds is allocated to eligible projects, Osaka Gas will
disclose the status of the allocation (allocated/unallocated amount, new/refinanced)
on the Osaka Gas website. In addition, the overview of the projects that have been
allocated and the environmental benefits will be disclosed on the Osaka Gas website
to the extent practicable (for projects under construction, the progress and expected
environmental benefits will be included). Furthermore, any changes to the transition
strategy or pathway, or significant changes to the allocation plan or actual results will
be reported in a timely manner or in reporting.

<SLBP/SLLP Eligibility assessment results>

SLBP/SLLP-1 to 5 are findings and opinions of DNV against the five requirements of SLBP,
SLLP, SLBGLs, and SLLGLs for sustainable finance (Transition-Linked Finance) with general
corporate purpose.

SLBP/SLLP-1. Selection of Key Performance Indicators (KPIs):

The KPIs for transitions defined by Osaka Gas (CO2 emissions in the domestic supply
chain of the Daigas Group (Scope 1, 2, and 3)) shown in Table-II are important
indicators in achieving zero emissions by 2050, which is promoted as an innovative
energy and service company. DNV has concluded that the selection of KPIs followed a
rational process and that the KPIs are clearly defined, measurable, and verifiable, and
are robust and reliable in accordance with the SLBP/SLLP.

SLBP/SLLP-2. Calibration of Sustainability Performance Targets (SPTs):

The SPTs of Osaka Gas shown in Table-II (5 million tonnes reduction in CO> emissions in
the Daigas Group's domestic supply chain in FY2031.3 (compared to FY2018.3)) is
meaningful and closely linked to Osaka Gas' broader sustainability (transitions) and
business strategies and shows significant improvements according to a pre-defined
timeline.

In contrast to the Ministry of Economy, Trade and Industry's Transition Roadmap in Gas
Sector, which depicts a pathway where the gas industry will see an increase in the
demand for natural gas as a result of society-wide fuel conversion, which will increase
gas companies' CO, emissions (Scope 3) in the short term, Osaka Gas has set a target
to reduce the absolute value of the domestic supply chain CO, emissions (Scope 1, 2,
and 3) for 5 million tonnes by 2030, and the decarbonization awaiting the establishment
of innovative technologies would be difficult to achieve with conventional approaches,
due to the uncertainty of technological establishment and the significant costs that would
be incurred in the transition to decarbonization even if it were achieved. Therefore, DNV
has concluded that it is ambitious. DNV has also confirmed that the SPT level is broadly
in line with the linear interpolation level from the baseline FY2018.3 results to 2050
carbon neutrality, taking into account the equivalent increase in domestic CO2 emissions
of the Daigas Group due to these efforts to avoid emissions.

DNV has confirmed that Osaka Gas decided not to set annual SPTs, but to promote
medium- and long-term initiatives to achieve the FY2031.3 target as CO, emissions
(Scope 1, 2, and 3) may fluctuate from year to year due to the significant influence of
domestic energy demand and the status of individual projects, and that progress
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towards this target will be verified annually by an external organization. Similarly, DNV
has confirmed that milestone SPTs may be set separately from these SPTs, taking into
account the financing period etc., and that in such cases they will be disclosed in the
bond disclosure documents, the loan agreement documents, etc. each time of the
implementation of finance.

Based on the respective documents provided by Osaka Gas, DNV has concluded that the
SPTs were realistic, the plan was feasible, and the SPT targets outlined in the
Framework were likely to be met.

SLBP/SLLP-3. Finance Characteristics:

The transition-linked finance with general corporate purpose implemented under the
Framework will have financial and structural characteristics that change in line with the
achievement of SPTs. Osaka Gas has an internal procedure to ensure that the trigger
events and their scope of impact, with specific SPT measurement timing and
performance requirements, are linked to the achievement of targets and changes in
financial and structural characteristics each time of the implementation of finance. The
details, including conditions, will be disclosed in the bond disclosure documents, the loan
agreement documents, etc.

SLBP/SLLP-4. Reporting:

The progress of the SPTs against the KPIs required by the SLBP/SLLP will be disclosed
on an annual basis on the website.

SLBP/SLLP-5. Verification:

Osaka Gas plans to have annual verifications by an external evaluation body etc. on the
progress of the SPTs against the KPIs.

Table-II Osaka Gas' KPIs and SPTs for green/transition finance

CO> emissions in the Daigas Group's domestic supply chain (Scope 1, 2, and 3)
Definition | Total CO; emissions in Scope 1, 2, and 3 calculated in accordance with the GHG Protocol,

of KPI covering the Daigas Group’s domestic supply chain

Reduce CO; emissions in the Daigas Group's domestic supply chain by 5 million
tonnes in FY2031.3 (compared to FY2018.3)

Difference between the Daigas Group's domestic supply chain (Scope 1, 2, and 3) CO;

Dg?g'g.?n emissions of 32.01 million tonnes in FY2018.3 and the Daigas Group’s total domestic supply

chain (Scope 1, 2, and 3) CO; emissions in FY2031.3

Based on an assessment of the framework and other relevant documents and information
provided by Osaka Gas, DNV has confirmed that the Framework established by Osaka Gas
meets the criteria required by the relevant framework CTFH, CTFBG, GBP, GLP, GBGLs,
GLGLs, SLBP/SLBGLs, and SLLP/SLLGLs and is eligible. It was also confirmed that the
transition finance to be implemented this time would be appropriately planned and
implemented in accordance with the Framework.
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I. Introduction

About the Fundraiser

Osaka Gas Co., Ltd. (hereinafter, "Osaka Gas," including the Daigas Group) was
established in 1897. Currently, the Daigas Group consists of three major
business segments: Domestic Energy business, International Energy business,
and Life & Business Solutions business (LBS), mainly in the Kinki region (west
Japan, around Osaka area).

Domestic Energy Business: Gas Production, supply and sales of city
gas, sales of gas appliances, gas
piping work, LNG sales, LPG sales,
industrial gas sales

: Electricity Power generation and sales of
electricity

International Energy Business : Development and investment related to
natural gas and oil, energy supply, LNG
transportation

Life & Business Solutions Business : Development and leasing of real estate,
information processing services, sales of
fine materials and carbon products

Fundraiser’s Initiatives for ESG/SDGs

The Daigas Group aims to be a corporate group that powers “continuous
advancement” in consumer life and business, and considers the creation of “Value
for Customers" first and foremost, and the creation of “Value for Society,” “Value
for Shareholders," and “Value for Employees" to be the guiding principles of its
business activities to fulfill its social responsibility. In addition, in the "Medium-
Term Management Plan 2026," the Daigas Group has set the following three
commitments as key strategies: Co-create value for a sustainable future
(achieving carbon neutrality in energy, improving the resilience of customers and
society, co-creating advanced and diverse solutions), Support employees to shine
in their roles, and Evolve business foundation as a corporate group that “secure
peace of mind today, build sustainable lifestyles for tomorrow” to conduct ESG-
conscious management. These initiatives are linked to the materiality issues
shown in Table-1, and the Daigas Group also aims to make a broad contribution
to the achievement of the Sustainable Development Goals (SDGs) set by the
United Nations.

Of these, the important issue (materiality) primarily relevant to Transition Finance
is climate change (Value for a Sustainable Future: Achieving a Low
Carbon/Carbon Neutral Society), as set out in the Daigas Group Charter of
Business Conduct: "Contributing to the Sustainability of the Environment and
Society."

Page 9 of 88



DNV

Table-1: Relationship between the Daigas Group Charter of Business Conduct,
Materiality and Creating Value for a Sustainable Future and the SDGs

Charter of Business
Conduct

Important issues
(Materiality)

Value for a
Sustainable Future

Contribution to SDGs

Creating value for
customers

Maintain and expand
customer base

Improvement of
customer satisfaction
and quality of services

Establishing
lifestyles and
businesses adjusted
to the new normal

9 SR 13

Customer health and
safety

Stable supply of
services

Enhancing
resilience of
customers and
society

Contributing to
the sustainability

Achieving a low
carbon/carbon
neutral society

VI | supports
employees’
personal growth

IT of the Climate change
environment and
society
Engaging with Coexistence with local
ITIT | and contributing .
X community
to society
Respecting Supply chain
v .
human rights management
Complying with
\Y, laws and Compliance
regulations
Providing work Employee
environment that Engagement

Development of
employee skills

Diversity and inclusion

Building
foundations that
support the
realization of value
for a sustainable
future

ili. Fundraiser's Environmental Initiatives

The Daigas Group has formulated the “Daigas Group Carbon Neutral Vision” in
2021 to demonstrate its efforts to achieve carbon neutrality by 2050. Under the
“Daigas Group Carbon Neutral Vision”, the Daigas Group, as an innovative
energy services company, will provide solutions for the realization of a
sustainable society by decarbonizing the raw materials for city gas and
introducing renewable energy.

In addition, in the "Daigas Group Medium-Term Management Plan 2026"
formulated in 2023, the period covered by this plan (FY2025.3-2027.3) is
positioned as a “Connecting Ambitious Dreams” period to work on contributing
to the transition period and to build a foundation for the acceleration of carbon
neutrality in 2030 by both carbon neutrality and natural gas, promoting
initiatives towards the goals for FY2031.3 and 2051.3.

As technological innovation and the construction of new supply chains to achieve
carbon neutrality will take a lot of time and incur social costs, it is important to
ensure a reliable low-carbonization until then. It is also important to select the
most appropriate energy and supply system according to the customer's energy
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use characteristics, such as the balance between electricity and heat use,
location, etc. (see Figure-1)

These visions and plans approach not only the CO; emission reduction of Scope
1 to 3 towards carbon neutrality in the Daigas Group's businesses, but also
avoided emissions contributing to the CO, emission reduction for society as a

D""“c?,ieg,‘;;: ergy Transition to a low carbon society Carbon neutrality with innovation

[@ ) Low carbon transition [}
Coal and oil Fuel conversion to natural gas Transition to e-methane and biogas
utilization of natural gas

_ Shifttonaturalgas | Coal in coastal areas where ammonia can be used Study on ammonia and biomass utilization
i hrmo N | dvanced utilization/CN-LNG™ utilizati i
Overall s rstholnd atural gas advanced utilization/CN- utilization Transition to e-methane and biogas
p'°'“_’°j°f New utilization ydrogen power plants in coastal Study on hydrogen utilization
transition to Decarbonize
7 gaseous energy 2 N

low-carbon/ d lew utilization near ammonia power plant istal ar Study on ammonia utilization
carbon-neutral
energy (3 Initiatives in

Renewables (PV, wind, biomass, geothermal, etc.) Gradual expansion

Transition to e-methane and biomass
Natural gas-fired power generation SHidy on hydrogen utization
(mixed combustion—single combustion)

Hard-to-abate industries, etc. Expansion of "2 (direct CO2 reduction)

*1 CN-LNG: Carbon Neutral LNG, which is considered to produce no CO: on a global basis when greenhouse gases emitted in the supply chain from natural gas production to combustion are offset by CO: absorbed and reduced in a separate process from the value chain.
*2 CCUS: Carbon dioxide Capture, Utilization and Storage

whole (see Figure-2).

Figure-1 Daigas Group's CO> reduction roadmap and specific initiatives

Page 11 of 88



DNV

Emissions
reduction

Emissions
reduction

(million tons)

Energy
conservation
o . Further spread
CO: emissions from the Introduction of e-methane
domestic supply chain 32 of e-methane 27 Use of
(Scope1-2-3) hydrogen/ammonia
FY2018.3 FY2031.3 FY2051.3
———

~~ Fuel
conversion
\

Further avoided
emissions

Avoided emissions
in the whole society 5GWw of renewables development
~50% renewable energy in our portfolio in Japan

1% e-methane in gas grid

(million tons)

Decarbonize power Low-carbon/carbon neutral power (renewables, e-methane, hydrogen, and CCUS)

Decarbonize gas Low carbon transition with natural gas Carbon neutrality with e-methane

Reduce in-house
emissions

Investment
valuation

Net zero in our office buildings and vehicles

Application of internal carbon pricing (ICP)

Figure-2 Daigas Group's CO> reduction roadmap and specific initiatives

Table-2 Daigas Group GHG emission results (Scope 1 to 3)
Source: Daigas Group website Environmental performance data (emissions to the atmosphere)
Results for FY2023.3

Target Results for FY2021.3 | Results for FY2022.3
Scope
5,215,428 t-COze 4,526,038 t-COze 4,405,987 t-COze 17%
Scope2 297,386 t-COze 334,433 t-COze 323,790 t-COze 1%
Scope3 22,270,832 t-COze 21,924,919 t-CO2e 21,246,842 t-COze 82%
(product use) (17,142,830 t-COe) (17,089,540 t-CO,e) (16,541,750 t-CO,e)
Total 27,783,646 t-COze 26,785,390 t-COze 25,976,619 t-COze | (100%)

<Osaka Gas' approach to Scope 1 to 3 emissions>

Scope 1: Direct emissions from own operations (gas production, power generation, etc.)
(e.g., combustion of gas for power generation)
Scope 2: Indirect emissions from own operations (gas production, power generation, etc.)

(use of electricity supplied by other companies, etc.)
Scope 3: Indirect emissions from value chains other than Scope 1 and Scope 2 (e.g., fuel

procurement, combustion of gas at destination)
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In the "Daigas Group Medium-Term Business Plan 2026," the following targets were set
for FY2027.3 as milestones towards carbon neutrality in energy (see Figure-3).

Mo ot (Y2023
= e-methane  -To build supply chains at home and abroad

Provision of -To develop innovative SOEC methanation techniques B FID (Final Investment Decision)
CN gaseous energy -Large-scale demonstration of Sabatier methanation in e-methane supply chain project
-Technological demonstration of biomethanation
Development of hydorgen and ammonia combustion
technologies

Initiatives

Supply chain development
and technology

development M Transition to phase 2 of Gl Fund

project for SOEC methanation

» Development and acquisition of renewable power sources (edoip20200)

(solar, wind, and biomass)

* Provision of green power solutions, such as D-Green

* Demonsiration of VPP, advancement of supply-demand
management systems

Decarbonization of power
sources

Development/acquisition
of power sources,
advanced utilization of
electricity

Demonstration of e-methane at

the Osaka/Kansai Expo

E m Renewable energy development
- * Studies on CO, value chain development (CCS/ CO, PRI

.% aggregation)

* Development of biomass utilization technology and CO,
direct air capture technology

« Sales expansion of SPACECOOL 8, a radiative cooling

Carbon negative, etc. m Avoided emissions: 7 million tons/year

New technology Baseline: FY2017.3

utilization and
structure enhancement

material m CO; reduction in the Group's offices and vehicles:
= CN improvement of the Group's offices and vehicles 67% Compared to FY2018.3
» Further promotion of development and co-creation at new

R&D facilities

Figure-3 Milestones towards carbon neutrality in energy

Table-3 Osaka Gas's Participation in External Initiatives and Efforts

External initiatives

Osaka Gas’ Efforts

UN Global Compact

In 2007, Osaka Gas became the first Japanese public interest
company to join the UN Global Compact. Supporting the
principles that we should work towards as a good member of
the international community

Sustainable SUSTAINABLE
Development Goals DEVELOPMENT

(SDGs) SALS

(See Table-1) Declaration of proactive efforts to contribute to
the achievement of the SDGs by promoting business activities
aimed at realizing "Value for a Sustainable Future".

Task Force on Climate-
related Financial
Disclosures (TCFD)

TASK FORCE .
CUMATE-RELATED
FINANCIAL
DISCLOSURES

Osaka Gas endorses the TCFD recommendations and will use
them as a benchmark for verifying its response to climate
change. Osaka Gas is also a member of the TCFD Consortium,
which is discussing efforts to disclose information on climate
change response in line with the TCFD recommendations.

Challenge Zero

Challenge Zero

Osaka Gas has decided to support “Challenge Zero (Challenge
Net Zero Carbon Innovation)” which is a new initiative of Nippon
Keidanren (Japan Business Federation) that strongly promotes
and encourages the innovation actions that companies and
organizations are taking on, both domestically and
internationally, with the aim of realizing a "decarbonized
society," which is the long-term goal of the Paris Agreement,
the international framework for combating climate change.
Osaka gas also participated in the "Companies Taking on the
Zero-Emission Challenge” in 2021.
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iv. About the Green/Transition Finance Framework

Upon promoting the environmental initiatives, Osaka Gas has established the Osaka
Gas Green/Transition Finance Framework (hereinafter, the "Framework") in order
to raise part of the funds necessary to realize the Carbon Neutral Challenge 2050™
set out by the Japan Gas Association (JGA) and the sector-specific technology
roadmap 2" set out by the Ministry of Economy, Trade and Industry (METI)
through bonds or loans as transition finance with use of proceeds or transition-
linked finance with general corporate purpose that is linked to the achievement
status of KPIs/SPTs and financial and structural incentives or penalties, without
specifying the use of proceeds, have a dialogue with investors and a wide range of
market participants, and implement in a manner that conforms to the
internationally recognized frameworks.

The framework which this Framework specifically refers to is described in (3) of
Section II below.

*1: Japan Gas Association: Carbon Neutral Challenge 2050 on 24 November 2020 and Carbon
Neutral Challenge 2050 Action Plan on 10 June 2021

*2: Ministry of Economy, Trade and Industry (METI): Technology Roadmap for "Transition
Finance" in Gas Sector on February 2022

*3: Agency for Natural Resources and Energy, Electric Infrastructure Division: Transition
Roadmap for Power Sector on February 2022
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Fundraiser’s Transition Strategy for Decarbonization

(1)
Figure-4 shows the scenarios for gas
carbon neutrality set out in the
"Carbon Neutral Challenge 2050"
developed by the Japan Gas
Association in November 2020.
Figure-5 shows the technology
roadmap by sector (gas) of the
Ministry of Economy, Trade and
Industry (METI).

The Japan Gas Association's scenario
(Figure-4)/the METI's technology 0
roadmap by sector (gas) (Figure-5.1

1/3) and Osaka Gas's roadmap (Figure-1)

are well aligned, and it is designed to reduce
COz emissions throughout the entire gas
supply chain, including demand-side, supply-
side, CCUS and overseas contribution
initiatives.

BERRAZ
HRHE

Fuel conversion from coal and oil to natural
gas is one of the main ways avoiding CO
emissions in society as a whole in the gas
sector, and is widely recognised as a typical

Strategies by sector (industry) at the international/national/regional level

.ﬂm‘i?ﬁiﬁ
ORELLEXAAR Y Th-XRAZ OMEFH @ EMRESH)

Bl BERNSORHIER. O— I TRU— V3V PRHEEFOBERIEK. #E0ORE(LF.
READORMEHICSIMELCRANRAY TE-RANADBERREEDS.

OHAES DBIBFHIL (RISRIMYE3)
BIREHADERICEIT AT — 3 D REHIRS.
BRAIDA /R—YaVIE 8 ABEORRFIL LD S,

OCCUSPHHEME DM@
CCUSICH T 25T E T DEM L. BN THAEUVCEHRNBAABE LIV IZFUITHD
BN BB BIC LB HFDCOHIRMADHEE. H—R>Y=21—SIUNGODERHICERIET.

EOREE
AROH—RY=a—b3Ibik

BE 20504

Figure-4 Scenarios for achieving gas carbon neutral
(Japan Gas Association)
@ Shift to natural gas and advanced use of natural gas
(demand side)
- Conversion from coal and oil to natural gas
- Introducing cogeneration, fuel cell
- Introducing high efficient equipment
@ Decarbonization of Gas (supply side)
- Synthetic methane and hydrogen utlilization
- Decarbonization of gas by innovation by supplier
® CCUS and overseas contribution
B R&D and installation of CCUS.
- Expand innovative gas technology and engineering to
global, use of carbon neutral LNG

transition project. According to METI's technology roadmap for the gas sector (Figure-
5.1 2/3), the progress of fuel conversion in society as a whole will lead to an increase in
gas demand (consumption and sales) for gas utilities, which in turn will lead to an
increase in supply-side (gas utility) CO, emissions (increase in Scope 3) in the short to

medium term.

In other words, while Osaka Gas is working to reduce CO; emissions in its gas business
through the introduction of high-efficiency gas appliances and other measures (Figure-
5.1 3/3), its Scope 3 CO; emissions are expected to increase due to the relatively large
amount of natural gas supplied for fuel conversion. Osaka Gas is committed to reduce
CO, emissions (avoid emissions) for society as a whole through the supply of gas for
fuel conversion, etc., and the voluntary reduction of CO; emissions through the
introduction of high-efficiency gas appliances, etc. (the introduction of technologies and
equipment that will contribute to the reduction of the supply of low-carbon gas in the
future) will also contribute to the reduction of Scope 3. In addition, fuel conversion is
not only being implemented in the Kansai region, but also expanded into wider areas of

the country and in Asia.
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Furthermore, in addition to the gas business, Osaka Gas is actively involved in the
electric power business as an innovative energy and service company. Osaka Gas
recognizes the importance of building a system for supplying electricity from renewable
energy sources until the technology necessary to achieve a decarbonized society is
established, and is promoting the introduction of renewable energy sources, which is
the green power infrastructure necessary for the future supply of green gas body
energy through methanation, etc. (See Table-5 below and Figure-4.2 for details).

Osaka Gas's policy on renewable energy in its roadmap, as well as its contribution to
the dissemination of renewable energy (4 million kW in FY2027.3 and 5 million kW in
FY2031.3) and the renewable energy ratio (approximately 50% in FY2031.3"of the
domestic electricity business provided by Osaka Gas) as set out in its FY2027.3 and
2031.3 targets, are considered to be closely related to the renewable energy of Ministry
of Economy, Trade and Industry's transition roadmap for the electricity sector (Figure-
5.2). These are being addressed in conjunction with initiatives to utilize power system
storage batteries and VPPs, as well as the low- and decarbonization of thermal power
plants, which are needed as a regulating force.

In order to accelerate the realization of a decarbonized society, Osaka Gas is
accelerating its initiatives to decarbonize gaseous energy by introducing e-methane,
which is synthesized from hydrogen produced by renewable energy sources and CO»
(final investment decision in supply chain projects in FY2027.3, 1% of gas sales volume
in FY2031.3), in addition to its renewable energy initiatives. The establishment of an
overseas supply chain as well as domestic supply chain is also considered to be one of
the most promising options for the full-scale introduction of e-methane from FY2031.3.
Aiming for stable procurement in the future, Osaka Gas is narrowing down suitable
production sites by focusing on North America, South America, Australia, the Middle
East, and Southeast Asia, where existing natural gas and LNG facilities are available,
and is also aiming to use and spread e-methane in Asia as a new destination (see
Figure-6). Furthermore, e-methane is produced and supplied through methanation by
reusing CO» emitted into the atmosphere (CCU"/see Figure-1 Daigas Group's CO:
reduction roadmap and specific initiatives). In addition, with a view to establishing a
COz value chain, joint studies on the capture, transport, and utilization of CO, emitted
from domestic plants in the steel, cement, and chemical industries, where CO;
emissions are difficult to reduce, and storage (CCS"?/see Figure-1 Daigas Group's CO-
reduction roadmap and specific initiatives) in Japan and abroad.

*1: CCU: Carbon dioxide Capture and Utilization
*2: CCS: Carbon dioxide Capture and Storage
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3. Technology Pathways to Decarbonization | @Technology Roadmap (City gas and LP gas)

Direction of decarbonization

(Further promotion in cooperation
2020 2025 2030 2040 2050 with other fields)

Conversion of city gas raw material from natural gas to synthetic .
« Efficient use of gas

by city gas users,

Energy conservation in the city gas production process, development of natural gas supply networks, and fuel

conversion: construct a
Energy conservation through use of cooling facilities, etc., LNG base, pipeline extension and maintenance, fuel supply base for LNG ship, distributed energy
installation of facilities necessary for fuel conversion on the demand side, etc. system, and

strengthen LNG and
city gas supply and
use infrastructure for
fuel conversion will
be implemented.
Because the
conversion of city gas
raw material to
synthetic methane
will reduce CO2
emissions to zero,
the development of
transportation
Methan i e infrastructure and
technology) expanded use of city
gas will realize future
decarbonization

) 4

I Advanced use of natural gas: energy -ement/high-effici y burners, etc.

Distributed Energy System: Cogeneration/Fuel Cell / Smart Energy Network, etc.

Methanation (Sabatier reaction)

"]
©
(=]
©
s
3
=1
<
z

methane

Synthetic

tablishment of domestic and overseas supply chains

Conversion of LP gas raw material from fossil fuels to synthetic LP gas

+ Energy conservation
and fuel conversion
in the LP gas supply
chain will be
implemented and
green LP gas will be
produced as a
decarbonized gas.

Lp Promotion of energy conservation and fuel conversion
gas

Green
LP gas

Streamline delivery

Synthetic LP gas

3. Technology Pathways to Decarbonization | @Technology Roadmap (Common Technologies)

Direction of decarbonization

(Further promotion in cooperation
2020 2025 2030 2040 2050 with other fields)

* The decarbonization
of gas will be realized
by the production of
hydrogen as a
decarbonized gas,
direct use of
hydrogen, and use of
biogas and ammonia

* In addition to CO2
capture from
factories and other
city gas appliances
and CCUS,
decarbonization is
realized by the
practical application
of DAC.

Figure-5.1 (1/3) Ministry of Economy, Trade and Industry Technology roadmap
in gas sector (city gas, LP gas, common technologies)
Technology Roadmap for "Transition Finance" in Gas Sector on February 2022,
Ministry of Economy, Trade and Industry
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CO2 emissions of
society as a whole
A
Reduction of
demand-side
CO2 emissions

\'4

Increase in
supply-side
CO2 emissions

» Time

Figure-5.1 (2/3) Ministry of Economy, Trade and Industry Technology Roadmap for
"Transition Finance" in Gas Sector (avoided CO, emission on demand-side)

2. Overview of Gas Industry (Common) | (Reference) Development and expansion of

high-efficiency gas cogeneration
highl icien ion m will not only contribute to

® The introduction of a I
reducing carbon emissions during the transition period, but will also contribute to resilience
and renewable energy coordination.

Transition of fuel cell power generation efficiency Development of high-efficiency gas engines

The SGP M 450, jointly developed by Mitsubishi Heavy Industries
Engine & Turbocharger Co., Ltd. and Toho Gas Co., Ltd., is
characterized not only by rrs high power generatlon efﬂmency but
also by its short start-up and shutdown times. Startup time is 40
seconds, stopping time is as short as 3 minutes including cooling
time, and performance as BOS adjustment force is high.

FY 2020
current type

efficiency
® Awards received

FY 2009 SOFC About 65%
u Perfi
Start of sales. {508d CideTType) Povserorg:'lae[:;;on output: 2016 Agency of Natural Resources and
ower generatiol g put: ¢ bi Eererals Aviard

PEFC ffici 450 kW nergy Director-General's Award for
(Solid Polymer) EHESACy Power generation efﬁaenoputstandmg Energy-Saving Equipment;

power 42% 2015 Cogeneration Award Special Award;

generation MJM%ZQ Overall efficiency: 81.5% 2018 dJapan Gas Association Technology

; Awari
efficiency

About 37%

Source: Tokyo Gas and Osaka Gas websma o
SGP M 450 Source: Toho Gas Co., Ltd. Website

*Power generation efficiency is based on LHV s

Figure-5.1 (3/3) Ministry of Economy, Trade and Industry Technology roadmap in gas sector
(development and diffusion of highly-efficiency gas cogeneration)
Technology Roadmap for "Transition Finance" in Gas Sector on February 2022
Ministry of Economy, Trade and Industry
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Research and development

Transition Roadmap for Decarbonization of the Power Sector DEMONSITation  «evevreeere
Commercialization and introduction s
2020 2025 2030 2040 2050
Decarbonized power | e
sources, etc. Efforts toward decarbonization
Technology development through the GI Fund Demanstration Practical use and introduction (However, the introduction is in the 2040s.)
Technalogy development through NEDO and other prajects Demonstration by GI Fund (~ 2030) Establishment and commerdialization of technology
Hydragen firing emrernsnnsnsssassasssasanitsatinansnsne —
R&D process.
if developr
cwns g chnology et ookt co

energy
Continuous
introduction is
required for the
entire period up
to 2050 (solid
red line: practical
application and
introduction
phase)

Suspension or issi
thermal power plants

Ammonia co-firing Demonstration is underway at NEDO (~ 2024) r 20% Ful-scals | ~ . !
Energy base target: 1% Dy 2030 sessssssssssnssiessnssanssnessnseanstntesastnssnsen bou ull-scale introduction of ammania thermal power generation
(Total of Hydrogen and Ammonia) (about 50% -60%)

“In the 2050,
Hydragen co-firing Demonstration of actual equipment by GI Fund (~ 2025), etc. Establishment of technology with about 10% co-firing rate and commercialization around 2030

Energy base target: 1% by 2030

(Total of Hydrogen and Ammonia)

‘engines has hai

— ' oo

Blomazs co-firing Expansion of introduction and improvement of co-firing rate

Enargy base targat: about 5% by 2030
{nchiding monr fing)

Strengthening and upgrading It can be eligible for transition financing on the premise that it o the expansion of the of ized power sources.

transmission and distribution networks il

Promotion of DR and etactrificath 4o it il sl it e ey iy ey vt 4

Storage battery and water e A A e v yiryyivr v yovivvivlyivirvnirinire >
pumping
distributed energy resource

“Efficiency improvement and conversion from coal to natural gas of thermal power sources can be subject to transition financing on the premise of decarbonizing power sources by 2050, with an eye toward the intraduction of mixed combustion and exclusive
combustien of ammaonia and hydrogen and CC (U} S in the future.

ion” includes indirect: ificati ilization of hydrogen produced by water electrolysis using electric power derived from renewable energy, etc).

*The mising ratio is based on heat quantity.

Figure-5.2 Ministry of Economy, Trade and Industry Technology roadmap for the
electricity sector
Agency for Natural Resources and Energy, Electric Infrastructure Division
Transition Roadmap for Power Sector on February 2022

Value proposition (1) Decarbonizing heat demand, which accounts for
60% of the energy including high-temperature
heat that cannot be generated by electricity

Decarbonized heat demand

Value proposition 2 Significantly reducing social costs by using the

L ial existing gas infrastructure and customers' equipment
ower social costs without replacement

Value proposition () Mitigating geopolitical risks through diversified

. sources of e-methane produced in various locations
Enhanced energy security in Japan and overseas

Value proposition @ Exporting competitive Japanese industries and

. contributing to environment conservation and
Carbon neutral Asia economic growth in Asia and Japan

Figure-6 The four values provided by "e-methane"
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(2) Fundraiser’s transition strategy

Osaka Gas has positioned its transition strategy as a way to achieve its mid-term
and long-term goals by embodying the transition initiatives outlined above by
the Japan Gas Association and the Ministry of Economy, Trade and Industry, in
line with the goals of the Paris Agreement, as well as the efforts to achieve
carbon neutrality by 2050 as outlined in the “Daigas Group Carbon Neutral
Vision” and Roadmap.

These targets will contribute to (and support) the achievement of supply-side
and demand-side carbon neutrality as a key initiative outlined in Japan's various
decarbonization plans and strategies.

Table-4 shows the Osaka Gas short- and medium-term transition targets,
Figure-7 and 8 shows transition strategy overview and, specific initiatives and
timelines for achieving medium-term targets and towards 2050, Figure-9 shows
the concept of avoided emission, and Figure-10 shows the avoided emission
results. In addition, Table-5 shows the main initiatives for achieving carbon
neutrality.

Although the transition strategies of the Japan Gas Association and the Ministry
of Economy, Trade and Industry (METI) do not set clear interim targets (base
year, specific quantified reduction targets, etc.), Osaka Gas has set the short-,
mid- and long-term targets required by the transition strategies from the
perspective of its own activities and contribution to society, together with specific
management strategies and business plans.

Table-4 Osaka Gas Transition Targets

Short- and FY2027.3

medium-term Renewable development contribution™: 4 million kW

targets Avoided CO; emissions: 7 million tonnes/year (baseline:
FY2017.3)

CO; reduction rate in own offices and company vehicles: 67%
(compared to FY2018.3)

FY2031.3
Renewable development contribution™: 5 million kW
Power portfolio in Japan consisting of renewable energy™!:
Approximately 50%
Avoided CO; emissions: 10 million tonnes/year*? (baseline:
FY2017.3)
CO> emission reduction: 5 million tonnes™® (compared to
FY2018.3)
Introduction of e-methane: 1%™*
CO; reduction rate in own offices and company vehicles: 100%

Long-term 2050

targets
9 Carbon neutrality

1: Including solar, wind, biomass power sources which are eligible for the feed-in tariff (FIT) scheme

2: Equivalent to one third of the CO, emission currently produced in our business and by our customers (33 million
tonnes/year)

3: CO, emissions in the Daigas Group’s domestic supply chain (Scope 1, 2, and 3)

4: 1% of gas sales volume
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2050
D“Q”GOG,:'V’“B,‘;,%: ooy ! Transition to a low carbon society Carbon neutrality with innovation

Coal and oil Fuel conversion to natural gas Transition to e-methane and biogas 1
Coal in coastal areas where ammonia can be used Study on ammonia and biomass utilization D»
[g 2 Initiatives for the social g o

Svereil implementation Natural gas advanced utilization/CN-LNG" utilization Transition to e-methane and biogas }

pictur? of New utilization near hydrogen power plants in coastal areas Study on hydrogen utilization }

transition to Decarbonize

low-carbon/ s e New utilization near ammonia power plants in coastal areas Study on ammonia utilization }

carbon-neutral -— — ——

en [ G initiativesinthe =

A u.aéumy business to Renewables (PV, wind, biomass, geothermal, etc.)
achieve carbon neutrality

Transition to e-methane and biomass 3

St St Natural gas-fired power generation Study on hydrogen utilization 3
(mixed combustion—single combustion) }

(4) Initiatives concerning
Ig the capture, utilization, 2N
and storage of CO2

. Hard-to-abate industries, etc. Expansion of /"2 (direct CO2 reduction) }

\

*1 CN-LNG: Carbon Neutral LNG, which is considered to produce no CO: on a global basis when greenhouse gases emitted in the supply chain from natural gas production to combustion are offset by CO: absorbed and reduced in a separate process from the value chain.
*2 CCUS: Carbon dioxide Capture, Utilization and Storage

Figure-7 (repost of Figure-1) Daigas Group's CO; reduction roadmap and specific initiatives

Emissions i
(million tons)
Energy “

conservation \
o . Further spread
CO2 emissions from the Introduction of e-methane
domestic supply chain 32 of e-methane 27 “Use of
(Scope1-2-3) hydrogen/ammonia

FY2051.3

FY2018.3 FY2031.3

S~Fuel

conversion,

-0.6

Avoided emissions
in the whole society

Further avoided
emissions

5GW of renewables development
~50% renewable energy in our portfolio in Japan
1% e-methane in gas grid

(million tons)
Decarbonize power Low-carbon/carbon neutral power (renewables, e-methane, hydrogen, and CCUS) '
Decarbonize gas Low carbon transition with natural gas Carbon neutrality with e-methane >

Reduce in-house
emissions

Investment
valuation

Net zero in our office buildings and vehicles

Application of internal carbon pricing (ICP)

Figure-8 (repost of Figure-2) Daigas Group's COz reduction roadmap and specific initiatives
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Customer’s CO: emissions

Reduced by switching
from coal to natural gas

.__!__:45
iNatural gas,
i85 |

Osaka Gas' CO:2 emissions

Scope 3 CO2 emissions increase
due to gas sales growth
(CO2 emitted from combustion by customer)

Before conversion After (:onversiorgé<

Before conversion

1,055

After conversion

Society-wide CO2 emissions

Avoided
el\'ln?;s?ons '45

society-wide CO: emissions decrease

Figure-9 The concept of avoided emissions

Unit: million tonnes 10
3.86 .
RN——
3.36 i
2.28
1.65
1.06 I
2018 2019 2020 2021 2022 (FY) FY2030 target

2017
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*Actual values are calculated using
the stock-based method, based on
the calculation method and baseline
approach shown within the table
below, in accordance with the
Guidelines for Quantifying GHG
emission reductions of goods or
services through Global Value Chain
(issued by the Ministry of Economy,
Trade and Industry on March 2018).

The calculation results have been received a third-party review by Bureau Veritas Japan Co., Ltd.
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Figure-10 Results of avoided emissions
Calculation method of avoided emissions

power plants, etc.

Reduction Low- and Calculation method of reduction Baseline approach
point decarbonization results
initiatives
Reduction | Renewable energy Amount of electricity generated | Replace thermal power
in own sources: or procured generation
business | Wind power plants, solar | x Average electricity emission
activities | power plants, biomass factor for thermal power*

Highly efficient thermal
power generation

Amount of electricity generated
x Difference in CO, emission
factors from existing thermal
power plants

Comparison with emission
factors of existing thermal
power

Cold power generation
facilities in the city gas
production process

Amount of electricity generated
x Average electricity emission
factor for thermal power

Replace thermal power
generation

Reduction
at the
customer's
site

Highly efficient
decentralized systems:
Household fuel cells,
cogeneration

Household fuel cells:
Number of units installed x
Reduction per unit

Cogeneration:
Number of units installed x
Reduction per capacity

Replacement from
conventional water heaters
(boilers) and purchased
electricity

Expansion and advanced
use of natural gas:

Fuel conversion, high-
efficiency water heaters,
gas air conditioning

Fuel conversion:
Amount developed x Difference
in CO, emission factors

Comparison with emissions
from other fuels

Gas air conditioning:
Amount sold x Reduction per
capacity

Replace conventional air
conditioners

High-efficiency water heaters:
Number of units installed x
Reduction per unit

Replace conventional water
heaters

Energy saving proposals
(solar power generation
equipment, LED lighting)

Amount of electricity generated
or saved

x Average electricity emission
factor for thermal power*

Replace thermal power
generation

*Calculated using the average emission factor for thermal power: 0.65 kg-CO,/kWh (FY2014.3) in the Plan
for Global Warming Countermeasures (approved by the Cabinet on 22 October 2021)
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Table-5 Daigas Group's key initiatives to achieve carbon neutrality
(Green/transition finance candidate projects)

Eligible Criteria

Decarbonization of

Hydrogen utilization

Eligible Criteria & Project Overview

Methanation, direct use (chemical looping

combustion technology), etc.

1)
gas energy . . On-site utilization of biogas and biomethane in
Biogas, biomethane domestic/global scale
Renewable power Solar power plants, onshore wind farm, offshore
Decarbonization generation wind farm, biomass power plants, etc.
2) | of power Use of carbon neutral fuels such as synthetic
generation Thermal power generation | methane, hydrogen and ammonia, CCUS
(Carbon Capture, Utilization and Storage), etc.
Fuel Cell Enhancing efficiency and downsizing, etc.
Support for converting fuel from oil and coal to
Advanced utilization of natural gas
natural gas and CHP Demonstration of building micro grid
3 Low- Use of carbon neutral LNG
) carbonization

Advanced energy use

VPP, smart energy systems, EVs, etc.

Other

(Reduction of CO;
emission associated with
own activities)

Cryogenic power generation in the city gas
production process, Cryogenic power generation
facilities, energy efficiency renovation work of
buildings, etc.
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(3) Governance of the Fundraiser (sustainability promotion system)

Figure-11 and Figure-12 show Osaka Gas'
sustainability promotion system and its
approach to sustainability promotion.

Osaka Gas considers the response to climate
change, including the implementation of the

Proposal and Report T

Transition Strategy, as one of the most Submission and RepoﬂT
important management issues, and manages

various aspects of the response to climate

change as the Daigas Group through the Report, etc.T
ESG Promotion Committee (Management

Committee) and ESG Promotion Committee
as shown in Figure-11. As part of this
process, the Daigas Group monitors the
roadmap initiatives and important matters
are discussed and reported to the Board of
Directors, so that the transition strategy is
managed as a Daigas Group. Performance-
linked remuneration is being adopted for
directors other than external directors, using
ESG indicator achievement factors, making
climate change-related indices such as CO>
emissions as one of the performance .
indicators. Furthermore, after the conclusion

of the Annual General Meeting of

Shareholders scheduled to be held in June

2024, Osaka Gas plans to shift to a company

with an audit committee system to separate
execution and supervision and strengthen the
supervisory function. In addition, the Daigas
Group's response to climate change is
incorporated in its corporate philosophy as a

Figure-11 Osaka Gas Climate Change

Governance Organization Chart

Board of Directors

- 10 directors

(6 Internal Directors and 4 Outside
directors)

*Appoint external directors with expertise
and a wide range of insight, including
environmental accounting

Executive Board (ESG Council)
- 1 President and Executive Officer
- 3 Vice Presidents (Executive Officers)
- 8 Managing Officers
*In principle, it is held three times per
year as “ESG Council”

ESG Committee
- Vice President (Head of ESG Promotion)
- Heads of related business units, etc.

key issue in its Charter of Business Conduct. In this context, activities are being
carried out in line with a roadmap based on the Daigas Group Carbon Neutral Vision
and the Medium-Term Management Plan 2026 "Connecting Ambitious Dreams.”

Figure-12 The Daigas Group's Values

*Climate change action is part of the Daigas
Group Charter of Business Conduct.
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Fundraiser Name: Osaka Gas Co., Ltd.

Framework Name: Osaka Gas Co. Ltd. Daigas Group Green/Transition Finance Framework
Review provider’s Name: DNV Business Assurance Japan K.K.
Date of report: 8 May 2024 (Rev2)
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II. Scope and Objectives

DNV has been commissioned by Osaka Gas to provide an assessment on Osaka Gas’s
Green/Transition Finance Framework. Our objective has been to implement an
assessment on whether the Osaka Gas meets the criteria established on CTFH/CTFBG,
GBP/GBGLs, GLP/GLGLs, SLBP/SLBGLs, and SLLP/SLLGLs to provide a second party
opinion on the eligibility of the Framework.

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

In this report, no assurance is provided regarding the financial performance of the bond
or loan executed under the Framework, the value of any investments in the bond or loan,
or the long-term environmental benefits of the transaction.

Green finance and transition finance with specific use of proceeds

*Stated around GBP but may be replaced with loan-specific items where appropriate.
(1) Scope of review

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

X. Use of Proceeds X. Process for Project Evaluation and Selection
X. Management of Proceeds X. Reporting

*The scope of review is to be applied as a part of the evaluation of the transition finance with use of
proceeds

*The four disclosure elements of CTFH and CTFBG are included in the scope of review

(2) Role(s) of review provider

Second party opinion a Certification
O Verification | Ratings
O Other (please specify):

Transition finance with general corporate purpose
*Based on SLBP checklist and replaced by loan-specific items as appropriate by DNV

(1) Structure of the bond/loan at the time of bond issuance/loan execution

Stepping up of the structure Changes in bond/loan structures

*Any of the above or other (e.g., donations) is set individually based on the Fundraiser's internal process
at the time of finance implementation.

(2) Scope of review"

The review assessed the following elements and confirmed their alignment with the gist of SLBP/SLLP:
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Evaluate all the following elements O

(all elements review) Evaluate only some elements (partial review)

Selection of KPIs Bond/loan characteristics
Calibration of SPTs Reporting
Verification

In addition, check consistency with
SLBP/SLLP

*The scope of review is applied as the assessment part for transition finance with general corporate
purpose.

*The four disclosure elements of CTFH/CTFBG are also included in the scope of review.

(3) Role(s) of review provider

O

Second party opinion a Certification

Verification a Ratings

(4) Standards/guidelines to be applied

No. Standards/guidelines Scheme owner
Climate Transition Finance Handbook . . Lo
1. “ International Capital Market Association (ICMA), 2023
(CTFH)
2 Basic Guidelines on Climate Transition Financial Services Agency, Ministry of Economy, Trade
) Finance (CTFBG)™! and Industry, Ministry of the Environment, 2021
3. Green Bond Principles (GBP)"2"3 International Capital Market Association (ICMA), 2021
4, Green Loan Principles (GLP)"%*3 Loan Market Association (LMA) and others, 2023
5. Green Bond Guidelines (GBGLs)*?"3 Ministry of the Environment, 2022
6. Green Loan Guidelines (GLGLs)"%"3 Ministry of the Environment, 2022
7. ‘(ngéapl;*ablhty—Lmked Bond Principles International Capital Market Association (ICMA), 2023
Sustainability-Linked Bond Guidelines - .
8. (SLBGLs)"™ Ministry of the Environment, 2022
9. ‘(ngﬁgl)rl?blhty—Lmked Loan Principles Loan Market Association (LMA) and others, 2023
Sustainability-Linked Loan Guidelines - .
10. (SLLGLs)*“ Ministry of the Environment, 2022
*1 Climate transition: The concept of climate transition focuses principally on the credibility of an issuer’s

*2

*3

%4

climate change-related commitments and practices (quoted from CTFH/CTFBG).

It confirms compliance with the four core elements (use of proceeds, process for project evaluation and
selection, management of proceeds, and reporting) that must be met when implementing as a
bond/loan that meets the four elements of transition and has a specific use of proceeds (quoted from
CTFBG).

Green projects were assessed for eligibility using the referable technical criteria of the Climate Bond
Initiative's Climate Bond Standard.

Sustainability linked loans are any types of loan instruments and/or contingent facilities (such as
bonding lines, guarantee lines or letters of credit) which incentivise the borrower’s achievement of
ambitious, predetermined sustainability performance objectives (quoted from SLLP *evaluate SLBP as
well with the same definition).
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I. Responsibilities of Osaka Gas and DNV

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

To provide as much flexibility for the Fundraiser, Osaka Gas as possible, we have adapted our
Osaka Gas Green/Transition Finance assessment methodologies, which incorporates the
requirements of the CTFH/CTFBG, GBP/GBGLs, GLP/GLGLs, SLBP/SLBGLs, and SLLP/SLLGLs,
to create an Osaka Gas Green/Transition Finance Eligibility Assessment Protocol (hereinafter,
“Protocol”). Please refer to Schedule-3 to 5. The Protocol is applicable to Osaka Gas
Transition Finance under the CTFH/CTFBG, GBP/GBGLs, GLP/GLGLs, SLBP/SLBGLs, and
SLLP/SLLGLs.

DNV, as an independent external reviewer, provides second party opinion according to the
protocol.

Our Protocol includes a set of suitable criteria that can be used to underpin DNV’s opinion.
The overarching principle behind the Green/Transition Finance and Transition-Linked Finance
as the basis for the opinion are as follows:

“provide an investment opportunity with transparent sustainability credentials”

“enable capital-raising and investment for new and existing projects with environmental
benefits"

“encourage, through KPIs and SPTs, the achievement of the borrower's ESGs (with regard
to climate transition) that are important (as climate transition), material, quantifiable, pre-
determined, ambitious, regularly monitored and externally verifiable”

As per our Protocol, the criteria against which the Osaka Gas Transition Finance has been
reviewed are grouped into common elements bellow, represented by the CTFH/CTFBG,
GBP/GBGLs, GLP/GLGLs, SLBP/SLBGLs, and SLLP/SLLGLs.

(1) Four elements of CTFH/CTFBG (disclosure elements)

Principle One: Issuer’s climate transition strategy and governance
The financing purpose should be for enabling an issuer’s climate change
strategy.

Principle Two: Business model environmental materiality
The planned climate transition trajectory should be relevant to the
environmentally-material parts of the issuer’s business model.

Principle Three: Transition is science-based including targets and pathway
Issuer’s climate strategy should reference science-based targets and transition
pathways.

Principle Four: Implementation transparency
Market communication in connection with the offer of a financing instrument
which has the aim of funding the issuer’s climate transition strategy should
also provide transparency of the underlying investment program.

(2) Four elements of GBP/GBGLs and GLP/GLGLs

Principle One: Use of Proceeds
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The Use of Proceeds criteria are guided by the requirement that an issuer of
a transition finance with specific use of proceeds must use the funds raised
to bond eligible activities. The eligible activities should produce clear
environmental benefits.

Principle Two: Process for Project Evaluation and Selection
The Project Evaluation and Selection criteria are guided by the requirements
that an issuer of a transition finance should outline the process it follows
when determining eligibility of an investment using the proceeds from
transition finance, and outline any impact objectives it will consider.

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

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

(3) Five elements of SLBP/SLBGLs and SLLP/SLLGLs™! *Sustainability is read as transitions,
where necessary.

Principle One: Selection of Key Performance Indicators (KPIs)
The fundraiser of sustainability-linked finance should clearly communicate its
overall sustainability objectives, as set out in its sustainability strategy, and how
these relate to its proposed SPTs. The KPI should be reliable, material to the
fundraiser’s core sustainability and business strategy, address relevant ESG
challenges of the industry sector and be under management control.

Principle Two:Calibration of Sustainability Performance Targets (SPTs)
The SPTs should be ambitious, meaningful and realistic. The target setting should
be done in good faith and based on a sustainability improvement in relation to a
predetermined performance target benchmark.

Principle Three: Finance Characteristics
The loan will need to include a financial and/or structural impact depending on
whether the selected KPIs reach (or not) the predefined SPTs. The finance
documentation needs to require the definitions of the KPI(s) and SPT(s) and the
potential variation of the SLL's financial and/or structural characteristics. Any
fallback mechanisms in case the SPTs cannot be calculated or observed in a
satisfactory manner, should be explained.

Principle Four: Reporting
The fundraiser should publish and keep readily available and easily accessible up to
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date information on the performance of the selected KPI(s), as well as a
verification assurance report (see Principle Five) outlining the performance against
the SPTs and the related impact and timing of such impact on the finance’s
financial and/or structural characteristics, with such information to be provided to
investors or lenders during the period of participating in the finance at least once
per annum.

Principle Five: Verification
The fundraiser should have its performance against its SPTs independently verified
by a qualified external reviewer with relevant expertise, at least once per annum.

The verification of the performance against the SPTs should be made publicly
available.
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V. Work Undertaken

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

i. Pre-funding assessment (Green/Transition Finance Framework)

¢ Creation of a Daigas Group-specific Protocol, adapted to the purpose of the Daigas
Group Green/Transition Finance, as described above and in Schedule-3 to 5 to this
assessment;

¢ Assessment of documentary evidence provided by Osaka Gas on the Daigas Group
Green/Transition Finance and supplemented assessment by a comprehensive desktop
research. These checks refer to current assessment best practice and standards
methodologies;

e Discussions with Osaka Gas, and review of relevant documentation;

¢ Documentation of findings against each element of the criteria.

ii. Post-funding assessment (*not included in this report)

e Interviews with fundraisers' managers, and review of the relevant documentation;
e Field research and inspection (if necessary);
e Document creation of post-issuance assessment results.
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VI. Findings and DNV’s Opinion
DNV’s findings and opinion are as described in (1), (2), and (3) below.

From the CTF-1 to 4 in (1) below are the findings and opinions of DNV against the
disclosure elements of the CTFH and CTFBG.

Please see Schedule-3 for details.

From the GBP 1 to 4 in (2) below are the findings and opinions of DNV against the
requirement of the four common elements of GBP/GBGLs and GLP/GLGLs.

Please see Schedule-4 for details.

From the SLBP/SLBGLs and SLLP/SLLGLs 1 to 5 in (3) below are the findings and opinions
of DNV against the requirement of the five common elements of SLBP/SLBGLs and
SLLP/SLLGLs in Transition-Linked Finance™.

Please see Schedule-2 and 5 for details.

*1: Bonds or loans with potential financial and structural changes linked to the achievement status of
future transition targets

(1) Findings and opinions of DNV against the four common elements (disclosure
elements) of CTFH and CTFBG
CTF-1. Fundraiser’s Climate Transition Strategy and Governance

- Osaka Gas has formulated the "Daigas Group Carbon Neutral Vision" and
the "Daigas Group Energy Transition 2030," in which it presents a roadmap
for achieving carbon neutrality. In the vision, Osaka Gas sets the long-term
goal of achieving carbon neutrality by 2050, which is consistent with the
goals of the Paris Agreement, and the short- and medium-term goals for
achieving this goal, which are "avoided CO, emissions in the entire society
of 7 million tonnes / renewable energy diffusion contribution of 4 million
kW by 2026," "introduction of e-methane of 1% by 2030 / avoided CO>
emissions in the entire society of 10 million tonnes / CO, emission
reduction in the domestic supply chain (scope 1, 2, and 3) by 5 million
tonnes compared to FY2018.3 / renewable energy diffusion contribution of
5 million kW / renewable energy ratio of domestic power projects
approximately 50%,"” etc. The roadmap discloses the strategic plan to
achieve the transition to carbon neutrality.

- DNV has reviewed and confirmed that Osaka Gas's targets are equivalent
to meeting the targets of the Paris Agreement, based on a plan of action to
achieve carbon neutrality by 2050, a science-based long-term target
quantified by Osaka Gas. Osaka Gas sets environmental corporate
strategies that are important to its business model, assuming the IEA
(World Energy Outlook 2021) multilinear scenario (1.5°C scenario
(NZE2050) and 2.6°C scenario (STEPS)) that targets energy projects
(domestic and overseas gas and electricity projects etc.) that are expected
to be significantly affected by risks and opportunities identification using
TCFD guidance and climate change, and considers the degree of progress
in energy saving, transitions in the composition of power sources, etc.

- Specifically, Osaka Gas's Transition Strategy incorporates the
environmental targets of the Japan Gas Association and the Ministry of
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Economy, Trade and Industry (METI), as well as its action plan to achieve a
target of limiting the increase in average temperature below 2°C using
TCFD guidance. If it becomes necessary to review Osaka Gas’s efforts in
order to achieve continuous emission reductions in the future, Osaka Gas
plans to implement them as appropriate according to the timeline.

- Osaka Gas considers the response to climate change, including the
implementation of the Transition Strategy, to be one of the most important
management issues, and has established a system and framework to
promote the initiatives specified in the Daigas Group Carbon Neutral Vision
and Roadmap at the management level. Performance-linked remuneration
is being adopted for directors other than external directors, using ESG
indicator achievement factors, making climate change-related indices such
as CO; emissions as one of the performance indicators. Furthermore, after
the conclusion of the Annual General Meeting of Shareholders scheduled to
be held in June 2024, Osaka Gas plans to shift to a company with an audit
committee system to separate execution and supervision and strengthen
the supervisory function.

- Osaka Gas's approach to promoting sustainability, both for the Daigas
Group and for society as a whole, is to provide solutions for the realization
of a sustainable society as an innovative energy service company by
decarbonizing city gas feedstock and introducing renewable energy. In
addition, in the "Medium-Term Management Plan 2026," the Daigas Group
has set the following three commitments as key strategies: Co-create value
for a sustainable future (achieving carbon neutrality in energy, improving
the resilience of customers and society, co-creating advanced and diverse
solutions), Support employees to shine in their roles, and Evolve business
foundation as a corporate group that “secure peace of mind today, build
sustainable lifestyles for tomorrow” to conduct its business activities and
make a broad contribution to the achievement of the Sustainable
Development Goals (SDGs) set by the United Nations. Of these, the key
materiality issue to which Green/Transition Finance is primarily concerned
is climate change (achieving a low- and decarbonized society) as set out in
the Daigas Group's Charter of Business Conduct "Contributing to the
Sustainability of the Environment and Society."

- Based on an assessment of the implementation plan provided by Osaka
Gas under the Framework, the "Daigas Group Carbon Neutral Vision" and
the Osaka Gas Roadmap, DNV has confirmed that it is well aligned with
Osaka Gas's Transition Strategy. Through the assessment, DNV has
confirmed that the implementation plan based on the Transition Strategy,
such as the decarbonization of town gas feedstock centered on
methanation utilizing renewable energy and hydrogen and the
decarbonization of power sources centered on the introduction of
renewable energy, is credible, ambitious, and achievable.

- DNV judged that Osaka Gas ensures that substantial benefits will be shared
widely and shows consideration for just transition as it has been
implementing fuel conversion from coal and oil to natural gas with low CO>
emissions not only in the Kansai region but also in wide areas of Japan and
Asia, and has been conducted multiple feasibility studies and basic designs
for the overseas supply chain building in cooperation with domestic and
overseas operators, viewing overseas supply chain building as well as
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CTF-2.

domestic supply chain building is one of the most promising options for the
full-scale introduction of e-methane from FY2031.3.

Osaka Gas does not envisage any large-scale closure of facilities or plants
related to existing businesses, and even in the cases of closure, Osaka Gas
envisages the implementation of measures that take employment into
consideration through personnel transfers within the company's businesses
etc.

Business model environmental materiality

Osaka Gas's Transition efforts include not only CO, emission reductions
from its own business activities (Scope 1 and 2), but also Scope 3 and
activities that contribute to the avoided emissions of other companies. This
will contribute to the implementation of supply-side and demand-side
carbon neutrality as an important initiative indicated in the various plans
and strategies for decarbonisation in Japan. In other words, Osaka Gas's
transition initiatives directly support the transition of society as a whole,
including its own company, as an energy service company taking on the
challenge of achieving carbon neutrality by 2050.

The Osaka Gas’s roadmap is well aligned with the Action Plan of the Japan
Gas Association and gas and electricity sector roadmaps of the Ministry of
Economy, Trade and Industry, and its specific implementation plans and
targets are set and quantified in the absolute sense that they must be the
optimization to achieve them and the possibility of further improvement.

DNV has confirmed that Osaka Gas's plan to implement its Transition
Strategy is closely linked to the activities of its core business and to
activities that contribute to the CO, emissions reduction of in society as a
whole, thus contributing to the environmental aspects of society as a whole
and supporting the promotion of Osaka Gas's business. Osaka Gas's
planned transition strategy and transition pathway are associated with the
materiality that Osaka Gas has achieved through GRI standards™, ISO
26000, TCFD, etc., and will contribute to significant environmental
improvements (impact) in both qualitative and quantitative terms.

*1: Global Reporting Initiative (an international standard providing ESG-related
reporting, management and analysis methods)
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Table-2 (reposted) Daigas Group GHG emission results (Scope 1 to 3)

Source: Daigas Group website Environmental performance data (emissions to the atmosphere)

Target Results for FY2021.3 | Results for FY2022.3 Results for FY2023.3
Scope
5,215,428 t-COze 4,526,038 t-COze 4,405,987 t-COze 17%
Scope 2 297,386 t-COze 334,433 t-COze 323,790 t-COze 1%
Scope 3 22,270,832 t-COze 21,924,919 t-CO2e 21,246,842 t-COze 82%
(product use) (17,142,830 t-CO,e) (17,089,540 t-CO,e) (16,541,750 t-CO,€)
Total 27,783,646 t-COze 26,785,390 t-COze 25,976,619 t-COze | (100%)

<Osaka Gas' approach to Scope 1 to 3 emissions>

Scope 1: Direct emissions from own operations (gas production, power generation, etc.) (e.g.,
combustion of gas for power generation)

Scope 2: Indirect emissions from own operations (gas production, power generation, etc.) (use of
electricity supplied by other companies, etc.)

Scope 3: Indirect emissions from value chains other than Scope 1 and Scope 2 (e.g., fuel
procurement, combustion of gas at destination)

CTF-3. Climate transition strategy to be ‘science-based’ including targets and

pathways:

- Osaka Gas has set a transition plan that is consistent with the Paris
Agreement based on science-based evidence, and a transition trajectory
that is consistent with the goals of the Japan Gas Association and the
Ministry of Economy, Trade and Industry. (In contrast to the Ministry of
Economy, Trade and Industry's Transition Roadmap in Gas Sector, which
depicts a pathway where the gas industry will see an increase in the
demand for natural gas as a result of society-wide fuel conversion, which
will increase gas companies' CO, emissions (Scope 3) in the short term,
Osaka Gas has set a target to reduce the absolute value of the domestic
supply chain CO; emissions (Scope 1, 2, and 3) for 5 million tonnes as of
2030.)

DNV has confirmed that Osaka Gas's Transition Strategy is quantified in
terms of emissions intensity and absolute values or ratios based on a
consistent measurement methodology with prescribed assumptions.
Transition targets are set voluntarily based on the use of TCFD and other
initiatives to achieve sustainable CO; emission reductions, and they are
consistent with the policies of the benchmarking Japan Gas Association and
the Ministry of Economy, Trade and Industry.
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Table-4 (reposted) Osaka Gas Transition Targets

Short- and FY2027.3

medium-term Renewable development contribution™: 4 million kW

targets Avoided CO; emissions: 7 million tonnes/year (baseline:
FY2017.3)

CO> reduction rate in own offices and company vehicles: 67%
(compared to FY2018.3)

FY2031.3
Renewable development contribution™: 5 million kW
Power portfolio in Japan consisting of renewable energy*:
Approximately 50%
Avoided CO> emissions: 10 million tonnes/year*? (baseline:
FY2017.3)
CO; emission reduction: 5 million tonnes™® (compared to
FY2018.3)
Introduction of e-methane: 1%™*
CO> reduction rate in own offices and company vehicles: 100%

Long-term 2050

targets
9 Carbon neutrality

*1: Including solar, wind, biomass power sources which are eligible for the feed-in tariff (FIT) scheme

*2: Equivalent to one third of the CO, emission currently produced in our business and by our customers (33
million tonnes/year)

*3: CO; emissions in the Daigas Group’s domestic supply chain (Scope 1, 2, and 3)

*4: 1% of gas sales volume

reduction reduction (million tons)

conservation

- . Further spread
CO: emissions from the Introduction of e-methane
domestic supply chain 32 of e-methane 27 Use of
(Scope1-2-3) hydrogen/ammonia

i

FY2018.3 FY2031.3 FY2051.3

\Fuel
-0'6 conversion
\

Avoided emissions Further avoided
in the whole society emissions

5GW of renewables development
~50% renewable energy in our portfolio in Japan
1% e-methane in gas grid

(million tons)

Decarbonize power Low-carbon/carbon neutral power (renewables, e-methane, hydrogen, and CCUS)

Decarbonize gas Low carbon transition with natural gas Carbon neutrality with e-methane

Reduce in-house
emissions

Investment
valuation

Net zero in our office buildings and vehicles

Application of internal carbon pricing (ICP)

Figure-2 (reposted) Daigas Group's CO; reduction roadmap and specific initiatives
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- Osaka Gas's Transition efforts include not only CO; emission reductions from
its own business activities (Scope 1 and 2), but also Scope 3 and activities
that contribute to the avoided emissions of other companies. This will
contribute to the implementation of supply-side and demand-side carbon
neutrality as an important initiative indicated in the various plans and
strategies for decarbonisation in Japan. In other words, Osaka Gas's
transition initiatives directly support the transition of society as a whole,
including its own company, as an energy service company taking on the
challenge of achieving carbon neutrality by 2050.

In addition to recycling CO, emitted into the atmosphere and producing and
supplying e-methane through methanation, Osaka Gas has also started joint
studies etc. on the capture, transport, use, and storage of CO, emitted from
domestic plants in the steel, cement, and chemical industries, where CO;
emissions are difficult to reduce, towards the development of a CO; value
chain. In addition, with regard to the utilization of carbon credits, Osaka Gas
has announced a joint investment in the Eastwood Climate Smart Forestry
Fund, a forestry fund set up by the Sumitomo Forestry Group together with
10 Japanese companies. The fund plans to generate approximately 1 million
tonnes of new CO; absorption every year and will contribute to the realization
of a decarbonized society through the creation and return of high-quality
carbon credits.

CTF-4. Implementation transparency

- DNV has confirmed that the investment and development plans related to
Osaka Gas's Transition Strategy include agreement on future investment
and expenditure. Specifically, Osaka Gas plans to invest a cumulative total
of 2 trillion yen by FY2031.3 from FY2018.3 in quality improvement,
growth and M&A, including the activities outlined in the Daigas Group
Carbon Neutral Vision and Roadmap. In addition, the Daigas Group's
"Medium-Term Management Plan 2026" aims to achieve a 1% introduction
of e-methane by 2030, avoided CO; emissions in the entire society of 10
million tonnes, and renewable energy sources diffusion contribution of 5
million kW. Osaka Gas plans to make carbon neutral investments of around
220 billion yen in the cumulative total for the period FY2025.3-2031.3, and
in the three year period FY2025.3-2027.3, it plans to invest approximately
100 billion yen in carbon neutrality areas (e.g., conversion to renewable
energy sources in domestic power business, e-methane) to build future
earnings, and approximately 460 billion yen in priority growth areas such
as thermal power sources, shale gas development, and life & business
solutions. This includes projects to be implemented with green/transition
finance. The introduction of and transition to e-methane etc. is also
planned as a measure to avoid lock-in of coal and oil use.

- DNV has confirmed that Osaka Gas has been trying since FY2022.3 to
understand the carbon impact of projects that have already invested by
utilizing internal carbon prices, and has also been utilizing since FY2024.3
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as a decision-making tool for new investment decisions in business areas
with a large carbon impact.

- DNV has confirmed that the overall investment plan (investment amount)
for the future considers CTF-1 to CTF-3 for the investment required to
implement the transition strategy and also confirmed plans to be
implemented according to the appropriate timelines, based on internal
management system and process.

(2) Findings and opinions of DNV against the four common elements of GBP/GBGLs
and GLP/GLGLs

*The four elements are used as criteria for transition finance to specify the use of proceeds, and
some green bonds/loans below can be read as transition finance (bond/loan).

GBP/GLP-1. Use of Proceeds

Osaka Gas has defined the criteria applied to eligible projects as transition projects
which meet Transition Strategy and related handbook, principle and guidelines
(CTFH/CTFBG).

Table-5 shows the eligible project categories for transition finance.

Table-5 (reposted) Daigas Group's key initiatives to achieve carbon neutrality
(Green/transition finance candidate projects)

Eligible Criteria Eligible Criteria & Project Overview

e Methanation, direct use (chemical looping
2) Decarbonization of Hydrogen utilization combustion technology), etc.
gas energy . . On-site utilization of biogas and biomethane in
Biogas, biomethane domestic/global scale
Renewable power Solar power plants, onshore wind farm, offshore
Decarbonization generation wind farm, biomass power plants, etc.
5) | of power Use of carbon neutral fuels such as synthetic
generation Thermal power generation | methane, hydrogen and ammonia, CCUS
(Carbon Capture, Utilization and Storage), etc.
Fuel Cell Enhancing efficiency and downsizing, etc.
Support for converting fuel from oil and coal to
Advanced utilization of natural gas
natural gas and CHP Demonstration of building micro grid
6) Low- Use of carbon neutral LNG
carbonization Advanced energy use VPP, smart energy systems, EVs, etc.
Other Cryogenic power generation in the city gas
(Reduction of CO> production process, Cryogenic power generation
emission associated with facilities, energy efficiency renovation work of
own activities) buildings, etc.
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DNV has confirmed that Osaka Gas plans to allocate the net proceeds from
green/transition finance, excluding expenses, as new investment and refinancing for
capital investment, operating expenses, equity investment and R&D-related
expenses for green/transition-eligible projects that meet Osaka Gas's investment
plan for implementing its transition strategy.

These are projects that contribute to business transformation projects as exemplified
by CTFH/CTFBG, GBP/GBGLs, GLP/GLGLs, SLBP/SLBGLs, and SLLP/SLLGLs that
directly or indirectly support fuel conversion, and that contribute to achieving the
goals of the Japan Gas Association and METI. These projects have been evaluated as
having a clear environmental benefit on the Transition Strategy, and are expected to
contribute to the SDGs. These processes are in line with the GBP/GLP-1.

Table-6 Green/Transitional Finance Eligibility Criteria and Project Overview

Eligible Criteria Project overview (main expenditure)

Decarbonization
of gas energy

Methanation

Expenditure on capital expenditure and
research and development towards social
implementation of e-methane and
establishment of methanation technology
(e.g., SOEC co-electrolysis)

Hydrogen
utilization

Direct use

Expenditure on building the hydrogen
supply chain (equipment manufacturing,
hydrogen production, transport, supply,
etc.)

Expenditure on research and development
investment in a process for simultaneous
production of hydrogen, electricity and CO2
using chemical looping combustion
technology

Biogas, biomethane

Expenditure on capital expenditure to
expand the use of biogas and biomethane
for domestic and international on-site
utilization

2)

Decarbonization
of power
generation

Renewable power generation

Expenditure on the development,
construction, operation and refurbishment
of renewable energy, such as biomass,
solar, onshore wind and offshore wind

Carbon-neutral

Thermal Fuel utilization

power

Expenditure on investment, research and
development in the procurement, supply
and use of synthetic methane, hydrogen
and ammonia

generation | CO capture and

storage
(CCus)

Expenditure on participation in CCUS
demonstrations (e.g., consortia)

3)

Low-
carbonization

The fuel cell high
efficiency and
miniaturization

Fuel Cells

Expenditure on research, development and
capital investment in small SOFCs with high
power generation efficiency

Fuel conversion
from oil and coal to
natural gas

Advanced
utilization
of natural

Expenditure on capital expenditure (e.g., on
the construction of LNG satellite terminals,
LNG bunkering vessels, and the provision of
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gas and related equipment) to support customers'
CHP fuel conversion
Micro arid Expenditure on the construction and
9 demonstration of microgrids
Expenditure on the procurement and supply
Carbon-neutral LNG | of carbon neutral LNG”
“LNG with GHG emissions offset by credits
Expenditure on research and development
and capital investment in VPP, storage
VPP and smart . .
energy systems battery bu_smess, projects to demonstrate
Advanced the establishment of smart energy systems,
energy etc.
utilization Expenditure on EV charging infrastructure
EVs business, demonstration projects and
service provision, etc. that contribute to the
diffusion and expansion of EVs
Other Reduce CO;
(Reduction emissions from Expenditure on cold power generation
activities other than : O
of CO; equipment and cold heat utilisation
e the above, such as . . - .
emission - equipment in the city gas production
. manufacturing, . .
associated ower generation process, and on energy-saving renovation
with own P ff.g ! work in buildings
activities) and o rice
operations

GBP/GLP-2. Process for Project Evaluation and Selection

Osaka Gas confirms that green/transition projects contribute to the achievement of
the transition strategy and confirms the following (<confirmations>), which are set
out in the framework in advance. Specifically, the Finance Team of the Finance
Department consolidates and selects the project candidates based on the eligibility
criteria, and then the ESG Promotion Office of the Planning Department evaluates and
confirms their compliance with the various frameworks. In addition, the Finance Team
of the Finance Department confirms, when necessary, with the business unit in charge
of the project in question, and after drafting the required approval, the President
makes the final decision in accordance with internal regulations.

DNV has confirmed that these processes had been established as internal documents
of Osaka Gas and the plan will be implemented in accordance with the appropriate

processes.

DNV has also confirmed that the green/transition project implemented by Osaka Gas
is consistent with the issuer's management and environmental policies, as well as its
transition strategy, goals and pathways.

<Confirmation>

In assessing the eligibility of each project, it is confirmed that the project takes into
account the potential negative environmental and social impacts and that the
facility certification, licensing, and environmental assessment procedures required
by the country, region, or municipality where the facility or project is to be installed

are appropriate.
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Evaluation and selection

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

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

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

based on the published standard summary

Information on responsibilities and accountability

Evaluation / Selection criteria subject to In-house assessment
external advice or verification
O Other (please specify):
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GBP/GLP-3. Management of Proceeds

The proceeds will be deposited into Osaka Gas’s common account, and the Finance
Department will then manage the allocation of proceeds for each project by allocating
them to affiliated companies, subsidiaries, and investments, using the accounting
management rules, the integrated accounting system, and specially prepared ledgers.

The accounting management rules and the integrated accounting system allow for
tracking over the period of redemption or repayment, and a review of the allocation
will be carried out at least once a year on the basis of books prepared exclusively by
the Finance Department. Vouchers relating to the management of the proceeds will be
kept in accordance with the document management rules.

The net proceeds will be allocated within two years of the issue. If the proceeds are to
be used to refinance existing expenditure, it is planned to be allocated within
approximately three years from the time of the financing, and the projects that are
determined to be eligible as transition projects at the time of allocation are eligible in
accordance with the process set out in GBP/GLP-2. However, if the project execution
(planning, construction, etc.) takes a long time, the period of appropriation and
refinancing may be flexibly adjusted in consideration of the green/transition
characteristics of the project.

The amount of proceeds will be managed in cash or cash equivalents in the same
amount as the unallocated proceeds until the allocation.

If green/transition finance is to be implemented under this framework in the future,
the method of managing the proceeds will be explained prior to implementation of the
loan through disclosure in legal documents and loan agreement documentation.

Tracking of proceeds:

Some or all of the proceeds by green bonds that are planned to be allocated are
systematically distinguished or tracked by the Fundraiser.
O Disclosure of intended types of temporary investment instruments for unallocated proceeds
Other (please specify): Unallocated proceeds are managed in cash or cash equivalents
Additional disclosure:
O Allocations to future investments only O Allocations to both existing and future
investments
Allocation to individual disbursements O Allocation to a portfolio of disbursements
O Disclosure of portfolio balance of Other (please specify): Includes

unallocated proceeds allocations and investments made through
affiliates and subsidiaries.

GBP/GLP-4. Reporting
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DNV confirms that the Fundraiser will report on the transition finance until the proceeds
are allocated, and disclose information on the status of the allocation, the projects to
which the proceeds have been allocated or the environmental benefits. DNV has also
confirmed that environmental benefits will be reported until the completion of the
redemption or repayment of the transition financing.

DNV has confirmed that, even after the allocation plan or allocation have been completed,
Osaka Gas plans to report any changes in transition strategy or pathways, or any major
changes in the allocation plan or project implementation status, in a timely manner or in
Osaka Gas's reporting.

The report will be disclosed on the Fundraiser’s website.
<Allocation status>

+ Allocated amount to be allocated per eligible criteria

+ Balance of unallocated amount

+ Estimated amount of the portion of the proceeds allocated to refinancing
<Environmental benefits>

+ Environmental impacts are disclosed within the scope of confidentiality, to the
extent practicable, and in consideration of the characteristics of the project,
including an overview of the project (including progress, completion, operation,
etc.) and the expected environmental benefits (e.g., t-COy/year).

<Others>

+ Efforts to achieve carbon neutrality by 2050 will be reviewed as necessary in
light of policy and technological trends, and will be disclosed where necessary.

Use of Proceeds reporting:
0 Project-by-project X On a project portfolio basis
O  Linkage to individual bond(s) O Other (please specify):
Information reported:
Allocated amounts O GB refinanced share of total investment
O  Other (please specify):
Frequency:
Annual | Semi-annual

O  Other (please specify):

Impact reporting (environmental impact):

O Project-by-project On a project portfolio basis

Page 45 of 88



DNV

O  Linkage to individual bond(s) a Other (please specify):
Frequency:
Every year O Every six months

O Other (please specify):
Information reported (expected or ex-post):
GHG Emissions / Savings O Energy savings

Other ESG indicators (please
specify): Equipment completion of
installation, size, year of operation,
etc.

Means of disclosure

L0 Information published in financial report U Information published in sustainability report
(Integrated Report)

Information published in ad hoc documents Other (please specify): on Osaka Gas website

O  Reporting reviewed (if yes, please specify which parts of the reporting are subject to external
review)

(3) Findings and opinions of DNV against the five common elements of SLBP/SLLP

SLBP/SLLP-1 to 5 are findings and opinions of DNV against the five elements of SLBP, SLLP, SLBGLs,
and SLLGLs for sustainable finance (Transition Linked Finance) with general corporate purpose.

SLBP/SLLP-1 Selection of Key Performance Indicators (KPIs)

- DNV reviewed the KPIs related to Osaka Gas's Transition-Linked Finance and has
confirmed that the selected KPIs are relevant and important to Osaka Gas's core
transition strategy and sustainability management. The selected KPIs are detailed
in Schedule-2.

- The CO; emissions of the Daigas Group's domestic supply chain (Scope 1, 2, and
3) are important indicators for the transition strategy and sustainability
management of Osaka Gas, and are transparent KPIs that can be measured and
evaluated annually. The KPIs contribute to both the transition strategy and
sustainability management towards the realization of the "Daigas Group Carbon
Neutral Vision."

- DNV believes that the KPIs set by Osaka Gas are closely related to the "Daigas
Group Energy Transition 2030," which states “overall picture of transition to low-
carbon/carbon-neutral energy, specific initiatives and solutions for energy
transition towards 2030,” and are an important indicator of Osaka Gas' initiatives
to achieve both stable energy supply and security and to achieve carbon
neutrality in energy.

Page 46 of 88



DNV

- DNV concluded that the CO; emissions required for the assessment of the KPIs
are robust and reliable indicators, as they follow the global standard GHG protocol
and have been verified according to the requirements of ISO 14064-3 by an
external evaluation body.

List of selected KPIs

List of selected KPIs

v" KPI: CO; emissions in the Daigas Group’s domestic supply chain (Scope 1, 2, and 3)

Definition, scope, and parameters:
Clear definition of each selected KPI Clear calculation method

O Other

Relevance, robustness, and reliability of the selected KPIs:

Selected KPIs have proven to be Evidence that KPIs are externally verifiable
relevant, core, and important to the
Fundraiser's sustainability and business

strategy.

KPIs are proven to be measurable or Evidence that KPIs can be benchmarked
quantifiable based on consistent
methods

O Other
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SLBP/SLLP-2 Calibration of Sustainability Performance Targets (SPTs)

In January 2021, Osaka Gas formulated the "Daigas Group Carbon Neutral
Vision," which presents a roadmap for achieving carbon neutrality and sets out
the long-term goal of achieving carbon neutrality by 2050, which is consistent
with the goals of the Paris Agreement. Osaka Gas has set and published the
short- and medium-term goals for achieving the long-term goal, which are
"avoided CO; emissions in the entire society of 7 million tonnes / renewable
energy diffusion contribution of 4 million kW by 2026," "introduction of e-methane
of 1% by 2030 / avoided CO; emissions in the entire society of 10 million tonnes /
COz emission reduction in the domestic supply chain (scope 1, 2, and 3) by 5
million tonnes compared to FY2018.3 / renewable energy diffusion contribution of
5 million kW / renewable energy ratio of domestic power projects approximately
50%," etc.

While Osaka Gas has set a reduction of 5 million tonnes in FY2031.3 (compared
to FY2018.3) as its SPT, promoting the energy shift to natural gas in the
transition period, such as fuel conversion, will contribute to reducing CO;
emissions in the entire society, but will also increase Osaka Gas' COz emissions. In
this context, DNV has confirmed that this SPT is an ambitious and meaningful that
aims to reduce total CO, emissions by promoting energy efficiency and
introducing e-methane.

Osaka Gas plans to make carbon neutral investments of around 220 billion yen in
the cumulative total for the period FY2025.3-2031.3, and in the three-year period
FY2025.3-2027.3, it plans to make investments of approximately 100 billion yen
in carbon neutrality areas (e.g., conversion to renewable energy sources in
domestic power business, e-methane) to build future earnings and approximately
460 billion yen in priority growth areas, as well as has presented the CO>
reduction roadmap and specific initiatives. Therefore, DNV judged that the SPT is
realistic and feasible, and is in line with Osaka Gas’ sustainability/transition
strategies.

DNV has confirmed that this SPT shows a significant improvement in KPIs and is
beyond the trajectory of "business as usual.” In contrast to the Ministry of
Economy, Trade and Industry's Transition Roadmap in Gas Sector, which depicts
a pathway where the gas industry will see an increase in the demand for natural
gas as a result of society-wide fuel conversion, which will increase gas companies'
COz emissions (Scope 3) in the short term, Osaka Gas has set a target to reduce
the absolute value of the domestic supply chain CO, emissions (Scope 1, 2, and
3) for 5 million tonnes as of 2030, and the decarbonization awaiting the
establishment of innovative technologies would be difficult to achieve with
conventional approaches, due to the uncertainty of technological establishment
and the significant costs that would be incurred in the transition to
decarbonization even if it were achieved. Therefore, DNV judged that it is
ambitious. DNV has also confirmed that the SPT level is broadly in line with the
linear interpolation level from the baseline FY2018.3 results to 2050 carbon
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neutrality, taking into account the equivalent increase in domestic CO> emissions
of the Daigas Group due to these efforts to avoid emissions.

DNV has confirmed that the process for setting SPTs is based on an appropriate
combination of multiple benchmarking approaches.

* Osaka Gas has disclosed the base year and previous years' results for the
selected KPIs on its website etc., and targets are set until 2030 based on
these results.

* Ahead of its competitors, Osaka Gas has set reduction targets for absolute
value of domestic CO; emissions, including Scope 3.

DNV has confirmed that the SPT target setting has been properly disclosed.

*  Through the Framework and the "Roadmap to Achieving Carbon Neutrality," it
is explained how CO, emission reductions will be achieved.

DNV has confirmed that Osaka Gas decided not to set annual SPTs, but to
promote medium- and long-term initiatives to achieve the FY2031.3 target as CO;
emissions (Scope 1, 2, and 3) may fluctuate from year to year due to the
significant influence of domestic energy demand and the status of individual
projects, and that progress towards this target will be verified annually by an
external organization. Similarly, DNV has confirmed that milestone SPTs may be
set separately from these SPTs, taking into account the financing period etc., and
that in such cases they will be disclosed in the bond disclosure documents, the
loan agreement documents, etc. each time of the implementation of finance.

Table-1I (reposted) Osaka Gas' KPIs and SPTs for green/transition finance

Definition
of KPI

Definition
of SPT

CO> emissions in the Daigas Group's domestic supply chain (Scope 1, 2, and 3)

Total CO; emissions in Scope 1, 2, and 3 calculated in accordance with the GHG Protocol,
covering the Daigas Group’s domestic supply chain

Reduce CO> emissions in the Daigas Group's domestic supply chain by 5 million
tonnes in FY2031.3 (compared to FY2018.3)

Difference between the Daigas Group's domestic supply chain (Scope 1, 2, and 3) CO»
emissions of 32.01 million tonnes in FY2018.3 and the Daigas Group’s total domestic supply
chain (Scope 1, 2, and 3) CO, emissions in FY2031.3

(SPT's) rationale and degree of ambition:

Evidence that SPTs can bring Relevance and reliability of selected
significant improvements benchmarks and standards is proven.
Evidence that SPTs are aligned with SPTs are proven to be set on a pre-defined

the Fundraiser's sustainability and timeline.

business strategies

O Other
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Benchmarking method:

The Fundraiser's own performance
(e.g., past results)

Reference to scientific evidence

Additional disclosure:

Explanation of the possibility of
recalculation or adjustment

Identification of key factors that may
influence the achievement of SPTs

(The Fundraiser's) competitors

Other (please specify):

Description of the Fundraiser's strategy for
achievement

Other (please specify):
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SLBP/SLLP-3 Finance Characteristics

- DNV has confirmed that the transition-linked finance (bond or loan) with general
corporate purpose implemented under the Framework will have financial and
structural characteristics that change in line with the achievement of SPTs. DNV
has also confirmed that Osaka Gas has an internal procedure to ensure that the
trigger events and their scope of impact, with specific SPT measurement timing
and performance requirements, are linked to the achievement of targets and
changes in financial and structural characteristics each time of the implementation
of finance, and that the details, including conditions, will be disclosed in the bond
disclosure documents, the loan agreement documents, etc.

- DNV has confirmed that if Osaka Gas is unable to confirm the achievement status
of the SPT on the judgment date, the SPT will be treated as not achieved.

- Osaka Gas explains that if it is required to change the measurement method of
KPIs, the setting of SPTs, assumptions and scope of KPIs, etc. due to the
occurrence of circumstances that cannot be foreseen or controlled at the time the
formulation of the Framework and that could have a significant impact (e.g.,
changes in business structure due to M&A etc., changes in various laws, systems,
and regulations in each country, other extraordinary events), there is a possibility
to review the SPT figures for the Transition-Linked Finance already issued and
that the details will be disclosed on the website etc.

Financial impact:
Variation in interest rates

Other: Changes in financial or structural characteristics (e.g., stepping up or down in
interest rates, donations to organizations etc., aiming at environmental protection
activities)

Structural characteristics:

Other: The conditions of the trigger judgment (judgment date and SPT) will be set by
the term etc. of the individual bond or loan, and further details, including the
conditions, will be disclosed in the bond disclosure document, the loan agreement
document, etc.
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SLBP/SLLP-4 Reporting

- DNV has confirmed that the required information will be disclosed in a timely
manner on the following details as required by the SLBP/SLLP:

» KPI performance against the SPT: Subject to verification by an external body
etc., and disclosed on the website etc. at least once a year after the
implementation of the Transition-Linked Finance until the final judgment date

» SPT achievement status: Subject to annual verification by an independent
third-party organization and used to determine financial and structural

characteristics

* When change in the SPT is required: Osaka Gas will discuss with the relevant
parties, for example, the setting of an SPT with a level of ambition equal to or
higher than the existing evaluation criteria, taking into account the changes.

Reporting information:
Performance of selected KPIs

SPTs' level of ambition

Frequency:
Annual

O  Other (please specify):

Disclosure method:

O Disclosed in publicly available financial
reports

O Disclosed in documents that are made
publicly available in a timely manner

O Reporting with external review

Level of assurance report:
Limited assurance

O  Other (please specify):

X

Verification report

Other (please specify):

Semi-annual

Disclosed in publicly available sustainability
reports

Other: The Fundraiser's website

Reasonable assurance
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SLBP/SLLP-5 Verification

- DNV has confirmed that Osaka Gas intends to undergo independent verification
of the data related to the KPIs at least once a year by a qualified external
evaluation body with relevant expertise in SPT trigger events.

Reporting information:
Limited assurance O Reasonable assurance

O  Other (please specify):

Frequency:
Annual O Semi-annual

O  Other (please specify):

Significant changes:
Boundary (scope) Measurement method of KPIs

Adjustment (change) of SPTs
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VI. Assessment Conclusion

On the basis of the information provided by Osaka Gas and the work undertaken, it is
DNV’s opinion that the Osaka Gas Green/Transition Finance Framework and the
Transition-Linked Finance to be implemented this time meet the criteria established in
the Protocol, and are aligned with the definition or purpose of the CTFH/CTFBG,
GBP/GBGLs, GLP/GLGLs, SLBP/SLBGLs, and SLLP/SLLGLs.

“provide an investment opportunity with transparent sustainability credentials”

“enable capital-raising and investment for new and existing projects with environmental

benefits"

“encourage, through KPIs and SPTs, the achievement of the borrower's ESGs (with
regard to climate transition) that are important (as climate transition), material,
quantifiable, pre-determined, ambitious, regularly monitored and externally verifiable”

DNV Business Assurance Japan K.K.

8 May 2024

M bonsdoms.

Masato Kanedome

Technical Reviewer

DNV Business Assurance Japan K.K.

<o

Jun Chokai

Project Leader

DNV Business Assurance Japan K.K.

e

Naoki Maeda
Managing Director/SCPA Vice President

DNV Business Assurance Japan K.K.

ObMIBL)

Hiroyuki Mizoguchi
Assessor

DNV Business Assurance Japan K.K.
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About DNV

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

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

Disclaimer

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

The projects listed in the table are transition finance candidates that have been evaluated for eligibility at the time of the assessment of the framework (as of
April 2024). In the future, green/transition bonds or loans issued under the Daigas Group Green/Transition Finance Framework will be selected from one or
more of the green/transition eligible project (Eligible Criteria) as per its labelling and reported in the pre-financing or post-financing reports. If additional
green/transition projects are included, eligibility will be evaluated in advance by Osaka Gas in accordance with the Daigas Group Green/Transition Finance
Framework and, if necessary, DNV will evaluate them in a timely manner.

Eligible Criteria Project overview (main expenditure)

Expenditure on research and development and capital expenditure for social
Methanation implementation of e-methane and establishment of methanation technology (e.g.,
SOEC co-electrolysis)

Hydrogen Expenditure on building the hydrogen supply chain (equipment manufacturing,
0 Decarbonization of | utilization hydrogen production, transport, supply, etc.)
gas energy Direct use Expenditure on research and development investment in a process for simultaneous
production of hydrogen, electricity and CO using chemical looping combustion
technology

Expenditure on capital expenditure to expand the use of biogas and biomethane for

Biogas, biomethane domestic and international on-site utilization

Expenditure on the development, construction, operation and refurbishment of

Renewable power generation . . .
P 9 renewable energy, such as biomass, solar, onshore wind and offshore wind

2) Efe[c)zrb:mzatlon Carbon-neutral Expenditure on investment, research and development in the procurement, supply and
wer I ' .
use of synthetic methane, hydrogen and ammonia
generation Therma! power Fuel utilisation ' ydrog
generation CO; capture and storage _ o _ _
(CCUS) Expenditure on participation in CCUS demonstrations (e.g., consortia)
The fuel cells . N . .
3) Low- Fuel Cells High effici q Expenditure on research, development and capital investment in small SOFCs with
carbonization Ign €efficiency an high power generation efficiency
miniaturisation
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Advanced
utilization of
natural gas and
CHP

converting fuel from oil
and coal to natural gas

Expenditure on capital expenditure (e.g., on the construction of LNG satellite
terminals, LNG bunkering vessels, and the provision of related equipment) to support
customers' fuel conversion

Micro grid

Expenditure on the construction and demonstration of microgrids

Carbon-neutral LNG

Expenditure on the procurement and supply of carbon neutral LNG”
*LNG with GHG emissions offset by credits

Advanced energy
utilization

VPP and smart energy
systems

Expenditure on research and development and capital investment in VPP, storage
battery business, projects to demonstrate the establishment of smart energy systems,
etc.

EVs

Expenditure on EV charging infrastructure business, demonstration projects and
service provision, etc. that contribute to the diffusion and expansion of EVs

Other (Reduction
of CO; emission
associated with
own activities)

Reduce CO; emissions
from activities other than
the above, such as
manufacturing, power
generation, and office
operations.

Expenditure on cold power generation equipment and cold heat utilisation equipment
in the city gas production process, and on energy-saving renovation work in buildings
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Schedule-2 Key Performance Indicators (KPIs) and Sustainability Performance Targets (SPTs)

Key Performance Indicators (KPIs)

Explanation

CO> emissions in the Daigas Group’s
domestic supply chain (Scope 1, 2, and 3)

Osaka Gas has set "CO; emissions in the Daigas Group's domestic supply chain (Scope

1, 2, and 3)" as a KPI. CO; emissions in the Daigas Group's domestic supply chain are a
highly important and quantifiable indicator for addressing climate change, which the
Daigas Group positions as one of its key management issues.

Sustainability Performance Targets (SPTs)

SPT

5 million tonnes reduction by FY2031.3
(compared to FY2018.3)

Explanation

In contrast to the Ministry of Economy, Trade and Industry's Transition Roadmap in Gas
Sector, which depicts a pathway where the gas industry will see an increase in the
demand for natural gas as a result of society-wide fuel conversion, which will increase
gas companies' CO, emissions (Scope 3) in the short term, Osaka Gas has set a target
to reduce the absolute value of the domestic supply chain CO, emissions (Scope 1, 2,
and 3) for 5 million tonnes as of 2030, and the decarbonization awaiting the
establishment of innovative technologies would be difficult to achieve with conventional
approaches, due to the uncertainty of technological establishment and the significant
costs that would be incurred in the transition to decarbonization even if it were
achieved. Therefore, DNV has concluded that it is ambitious. DNV has also confirmed
that the SPT level is broadly in line with the linear interpolation level from the baseline
FY2018.3 results to 2050 carbon neutrality, taking into account the equivalent increase
in domestic CO, emissions of the Daigas Group due to these efforts to avoid emissions.
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The specific trigger judgment for individual transition-linked finance will be set around
this SPT in an appropriate manner and disclosed prior to the finance implementation in
the bond disclosure documents, the loan agreement documents, etc.
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Schedule-3 Climate Transition Finance Eligibility Assessment Protocol

The checklists (1-4) below are DNV evaluation procedures created for Daigas Group Green/Transition Finance Framework Eligibility Evaluation based on the

disclosure requirements of CTFH and CTFBG.
The "confirmed documents" in the Work Undertaken include public or private documents (internal documents of the issuer or borrower), etc., and are provided by

Osaka Gas as evidence of eligibility judgment for DNV.

*Please replace “Issuer”, “Investor” to “Borrower/Fundraiser”, “Lender” in the context in the following requirements.

Criteria

Requirements

Work Undertaken

DNV Findings

Issuer’s
Climate
Transition
Strategy and
Governance

The green, sustainability or
sustainability- linked financing should be
directed toward enabling an issuer’s
GHG emissions reduction strategy in
alignment with the goals of the Paris
Agreement.

Recommended information and indicators:

a long-term, science-based target
to align with the goals of the Paris
Agreement;

relevant and credible interim
science- based targets in the short
and medium-term on the trajectory
towards the long-term goal, in line
with the relevant regional, sector,
or international climate change
scenarios;

disclosure on an issuer’s transition
plan or climate transition strategy.
This should include specific
itemisation of the main levers
towards GHG emissions reduction,

Confirmed documents

Framework

Daigas Group Medium-
Term Management Plan
2026

Daigas Group Carbon
Neutral Vision

Daigas Group Energy
Transition 2030
Carbon Neutral
Challenge 2050 Action
Plan of the Japan Gas
Association

Gas and Electricity
Sector Roadmap of
Ministry of Economy,
Trade and Industry
Daigas Group Integrated
Report 2023

Daigas Group ESG data
Project list & estimated
CO; emission reduction

Osaka Gas has established a framework and has introduced
a range of plans and initiatives to manage and enhance the
environmental sustainability and related performance of the
organisation against Daigas Group’s wider environmental
strategy.

DNV has reviewed and confirmed that Osaka Gas's targets
are equivalent to meeting the targets of the Paris
Agreement, based on a plan of action to achieve carbon
neutrality by 2050, a science-based long-term target
quantified by Osaka Gas. Osaka Gas sets environmental
corporate strategies that are important to its business
model, assuming the IEA (World Energy Outlook 2021)
multilinear scenario (1.5°C scenario (NZE2050) and 2.6°C
scenario (STEPS)) that targets energy projects (domestic
and overseas gas and electricity projects etc.) that are
expected to be significantly affected by risks and
opportunities identification using TCFD guidance and climate
change, and considers the degree of progress in energy
saving, transitions in the composition of power sources, etc.

Osaka Gas has formulated the "Daigas Group Carbon Neutral
Vision" and the "Daigas Group Energy Transition 2030," in
which it presents a roadmap for achieving carbon neutrality.
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Ref. Criteria Requirements Work Undertaken

DNV Findings

such as a detailed capital
expenditure (CapEx) plan and
relevant technological implications
(i.e., amounts to be spent, what
carbon cost is considered for
implementing such CapEx
programme, operational impacts,
regulatory considerations, etc.);
clear oversight and governance of
an issuer’s climate transition
strategy, including
management/board level
accountability; and

evidence of a broader sustainability
strategy to mitigate relevant
environmental and social
externalities, including ‘just
transition’ considerations where
appropriate, and contributions to the
UN Sustainable Development Goals
(UN SDGs).

Interviews with stakeholders

In the vision, Osaka Gas sets the long-term goal of achieving
carbon neutrality by 2050, which is consistent with the goals
of the Paris Agreement, and the short- and medium-term
goals for achieving this goal, which are "avoided CO;
emissions in the entire society of 7 million tonnes /
renewable energy diffusion contribution of 4 million kW by
2026," "introduction of e-methane of 1% by 2030 / avoided
CO, emissions in the entire society of 10 million tonnes / CO;
emission reduction in the domestic supply chain (scope 1, 2,
and 3) by 5 million tonnes compared to FY2018.3 /
renewable energy diffusion contribution of 5 million kW /
renewable energy ratio of domestic power projects
approximately 50%,"” etc. The roadmap discloses the
strategic plan to achieve the transition to carbon neutrality.

Specifically, Osaka Gas's Transition Strategy incorporates the
environmental targets of the Japan Gas Association and the
Ministry of Economy, Trade and Industry (METI), as well as
action plan to achieve a target of limiting the increase in
average temperature below 2°C using the TCFD. In addition,
if it becomes necessary to review Osaka Gas’s efforts in
order to achieve continuous emission reductions in the
future, Osaka Gas plans to implement them as appropriate
according to the timeline.

Osaka Gas considers the response to climate change,
including the implementation of the Transition Strategy, to
be one of the most important management issues, and has
established a system and framework to promote the
initiatives specified in the Daigas Group Carbon Neutral
Vision and Roadmap at the management level. Performance-
linked remuneration is being adopted for directors other than
external directors, using ESG indicator achievement factors,
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Ref. Criteria Requirements Work Undertaken DNV Findings

making climate change-related indices such as CO;
emissions as one of the performance indicators.
Furthermore, after the conclusion of the Annual General
Meeting of Shareholders scheduled to be held in June 2024,
Osaka Gas plans to shift to a company with an audit
committee system to separate execution and supervision
and strengthen the supervisory function.

Osaka Gas's approach to promoting sustainability, both for
the Daigas Group and for society as a whole, is to provide
solutions for the realization of a sustainable society as an
innovative energy service company by decarbonizing city gas
feedstock and introducing renewable energy. In addition, in
the "Medium-Term Management Plan 2026," the Daigas
Group has set the following three commitments as key
strategies: Co-create value for a sustainable future
(achieving carbon neutrality in energy, improving the
resilience of customers and society, co-creating advanced
and diverse solutions), Support employees to shine in their
roles, and Evolve business foundation as a corporate group
that “secure peace of mind today, build sustainable lifestyles
for tomorrow” to conduct its business activities and make a
broad contribution to the achievement of the Sustainable
Development Goals (SDGs) set by the United Nations. Of
these, the key materiality issue to which Green/Transition
Finance is primarily concerned is climate change (achieving a
low- and decarbonized society) as set out in the Daigas
Group's Charter of Business Conduct "Contributing to the
Sustainability of the Environment and Society."

Based on an assessment of the implementation plan
provided by Osaka Gas under the Framework, the "Daigas
Group Carbon Neutral Vision" and the Osaka Gas Roadmap,
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Ref. Criteria Requirements Work Undertaken DNV Findings

DNV has confirmed that it is well aligned with Osaka Gas's
Transition Strategy. Through the assessment, DNV has
confirmed that the implementation plan based on the
Transition Strategy, such as the decarbonization of town gas
feedstock centered on methanation utilizing renewable
energy and hydrogen and the decarbonization of power
sources centered on the introduction of renewable energy, is
credible, ambitious, and achievable.

DNV judged that Osaka Gas ensures that substantial benefits
will be shared widely and shows consideration for just
transition as it has been implementing fuel conversion from
coal and oil to natural gas with low CO> emissions not only in
the Kansai region but also in wide areas of Japan and Asia,
and has been conducted multiple feasibility studies and basic
designs for the overseas supply chain building in cooperation
with domestic and overseas operators, viewing overseas
supply chain building as well as domestic supply chain
building is one of the most promising options for the full-
scale introduction of e-methane from FY2031.3.

Osaka Gas does not envisage any large-scale closure of
facilities or plants related to existing businesses, and even in
the cases of closure, Osaka Gas envisages the
implementation of measures that take employment into
consideration through personnel transfers within the
company's businesses etc.

2 Business model The climate transition strategy should be Confirmed documents DNV evaluated whether the key activities associated with
environmental relevant to the environmentally material - Framework Osaka Gas's business activities correspond to the Osaka
materiality parts of an issuer’s business model, - Daigas Group Medium- Gas’s Transition Strategy, which was evaluated as

taking into account potential future Term Management Plan | contributing to the environment.
scenarios which may impact current 2026
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DNV

Criteria

Requirements

determinations concerning materiality.
Recommended information and indicators:

Discussion on the materiality of the
planned climate transition strategy may:

« be disclosed in the form of a
materiality matrix made publicly
available by an issuer or be covered
in an issuer’s annual reports; and

« address the materiality of climate-
related eligible projects and/or
KPI(s) on the overall emissions
profile of an issuer.

«  Where Scope 3 emissions are
expected to be material but are not
yet identified or measured, a
timeline for reporting should be
disclosed.

Work Undertaken

Daigas Group Carbon
Neutral Vision

Daigas Group Energy
Transition 2030
Carbon Neutral
Challenge 2050 Action
Plan of the Japan Gas
Association

Gas and Electricity
Sector Roadmap of
Ministry of Economy,
Trade and Industry
Daigas Group Integrated
Report 2023

Daigas Group ESG data
Project list & estimated
CO> emission reduction

Interviews with stakeholders

DNV Findings

The Daigas Group's GHG emissions (Unit: t-COe /
FY2021.3-2023.3) are as follows:

Target Results for Results for Results for FY2023.3
Scope FY2021.3 FY2022.3

Scopel 5,215,428 4,526,038 4,405,987 17% ‘

Scope2 297,386 334,433 323,790 1%

Scope3 | 22,270,832 | 21,924,919 | 21,246,842 82%
Total 27,783,646 | 26,785,390 | 25,976,619 | (100%)

<Osaka Gas' approach to Scope 1 to 3 emissions>

Scope 1: Direct emissions from own operations (gas production, power
generation, etc.) (e.g., combustion of gas for power generation)

Scope 2: Indirect emissions from own operations (gas production, power
generation, etc.) (use of electricity supplied by other companies,
etc.)

Scope 3: Indirect emissions from value chains other than Scope 1 and Scope
2 (e.g., fuel procurement, combustion of gas at destination)

Osaka Gas's Transition efforts include not only CO»
emission reductions from its own business activities
(Scope 1 and 2), but also Scope 3 and activities that
contribute to the avoided emissions of other companies.

This will contribute to the implementation of supply-side
and demand-side carbon neutrality as an important
initiative indicated in the various plans and strategies for
decarbonisation in Japan. In other words, Osaka Gas's
transition initiatives directly support the transition of
society as a whole, including its own company, as an
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Criteria

Requirements

Work Undertaken

DNV Findings

energy service company taking on the challenge of
achieving carbon neutrality by 2050.

The Osaka Gas’s roadmap is well aligned with the gas and
electricity roadmaps of the Japan Gas Association and the
Ministry of Economy, Trade and Industry, and its specific
implementation plans and targets are set and quantified in
the absolute sense that they must be the optimization to
achieve them and the possibility of further improvement.

DNV has confirmed that Osaka Gas's plan to implement its
Transition Strategy is closely linked to the activities of its
core business and to activities that contribute to the CO>
emissions reduction of in society as a whole, thus
contributing to the environmental aspects of society as a
whole and supporting the promotion of Osaka Gas's
business.

Osaka Gas's planned transition strategy and transition
pathway are associated with the materiality that Osaka
Gas has achieved through GRI standards ™!, ISO 26000,
TCFD, etc., and will contribute to significant
environmental improvements (impact) in both qualitative
and quantitative terms.

*1: Global Reporting Initiative (an international standard
providing ESG-related reporting, management and analysis
methods)

Climate
transition
strategy and
targets to be
science-based

An issuer’s climate transition strategy
should reference science-based targets
and transition pathways. There is
scientific guidance around the required
rate of GHG emission reductions (the

Confirmed documents
- Framework
- Daigas Group Medium-
Term Management Plan
2026

Osaka Gas has set a transition plan that is consistent with
the Paris Agreement based on science-based evidence, and a
transition trajectory that is consistent with the goals of the
Japan Gas Association and the Ministry of Economy, Trade
and Industry. (In contrast to the Ministry of Economy, Trade
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Work Undertaken

DNV Findings

“GHG emissions reduction trajectory”) to
align the global economy with the goals
of the Paris Agreement.

The planned transition trajectory should:

. be quantitatively measurable and
aligned with the latest available
methodology;

. be aligned with, benchmarked, or
otherwise referenced to recognised
third-party, science-based
trajectories, where such trajectories
exist; when third-party trajectories
are not available, consider industry
peer comparison and/or internal
methodologies/historical
performance;

. be publicly disclosed (ideally in
mainstream financial filings),
including interim targets; and

. be supported by independent
assurance or verification.

Strongly recommended information and
indicators:

. short, medium, and long-term GHG
emission reduction targets aligned
with the Paris Agreement;

. baseline year and historic emissions
(including absolute emissions, where
intensity metrics are the main

Daigas Group Carbon
Neutral Vision

Daigas Group Energy
Transition 2030
Carbon Neutral
Challenge 2050 Action
Plan of the Japan Gas
Association

Gas and Electricity
Sector Roadmap of
Ministry of Economy,
Trade and Industry
Daigas Group Integrated
Report 2023

Daigas Group ESG data
Project list & estimated
CO; emission reduction

Interviews with stakeholders

and Industry's Transition Roadmap in Gas Sector, which
depicts a pathway where the gas industry will see an
increase in the demand for natural gas as a result of society-
wide fuel conversion, which will increase gas companies' CO;
emissions (Scope 3) in the short term, Osaka Gas has set a
target to reduce the absolute value of the domestic supply
chain CO; emissions (Scope 1, 2, and 3) for 5 million tonnes
as of 2030.)

The plan sets out realistic targets and pathways for reducing
CO, emissions in absolute terms, and plans to reduce
absolute (total) CO; emissions to maintain defined levels in
the future.

DNV has confirmed that Osaka Gas's Transition Strategy is
quantified in terms of emissions intensity and absolute
values or ratios based on a consistent measurement
methodology with prescribed assumptions.

Transition targets are set voluntarily based on the use of
TCFD and other initiatives to achieve sustainable CO>
emission reductions, and they are consistent with the
policies of the benchmarking Japan Gas Association and the
Ministry of Economy, Trade and Industry.

Specifically, Osaka Gas has set the following targets for
Transition

Table Osaka Gas Transition Targets

Short- and FY2027.3
medium- « Renewable development contribution™:
term targets 4 million kW

o Avoided CO; emissions: 7 million
tonnes/year (baseline: FY2017.3)
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indicator);

scenario utilised and methodology
applied (e.g., ACT, SBTi, IEA etc.).
When third-party trajectories are not
available, industry peer comparison
and/or internal
methodologies/historical

performance;

GHG emission objectives covering all
scopes and most relevant sub-
categories (Scopes 1, 2 and 3);
targets formulated in either intensity
or absolute terms, noting, that where
intensity targets are used, projections
on the change to absolute emissions
should also be provided; and

where applicable, use of carbon
capture technology as well as of high-
quality and high-integrity carbon
credits, and their relative contribution
to the GHG emissions reduction
trajectory in line with best industry
practices (e.g., SBTi, VCMI and
ICVCM).

CO; reduction rate in own offices and
company vehicles: 67% (compared to
FY2018.3)

FY2031.3

Renewable development contribution™:
5 million kW

Power portfolio in Japan consisting of
renewable energy*!: Approximately
50%

Avoided CO, emissions: 10 million
tonnes/year*? (baseline: FY2017.3)
CO, emission reduction: 5 million
tonnes*® (compared to FY2018.3)
Introduction of e-methane: 1%

CO; reduction rate in own offices and
company vehicles: 100%

Long- 2050

term
targets

Carbon neutrality

*1: Including solar, wind, biomass power sources which are eligible
for the feed-in tariff (FIT) scheme

*2: Equivalent to one third of the CO, emission currently produced
in our business and by our customers (33 million tonnes/year)

*3: CO, emissions in the Daigas Group’s domestic supply chain
(Scope 1, 2, and 3)

*4: 1% of gas sales

Osaka Gas's Transition efforts include not only CO; emission
reductions from its own business activities (Scope 1 and 2),

but also Scope 3 and activities that contribute to the avoided
emissions of other companies. This will contribute to the
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Work Undertaken

DNV Findings

implementation of supply-side and demand-side carbon
neutrality as an important initiative indicated in the various
plans and strategies for decarbonization in Japan. In other
words, Osaka Gas's transition initiatives directly support the
transition of society as a whole, including its own company,
as an energy service company taking on the challenge of
achieving carbon neutrality by 2050.

In addition to recycling CO; emitted into the atmosphere and
producing and supplying e-methane through methanation,
Osaka Gas has also started joint studies etc. on the capture,
transport, use, and storage of CO, emitted from domestic
plants in the steel, cement, and chemical industries, where
CO, emissions are difficult to reduce, towards the
development of a CO; value chain. In addition, with regard
to the utilization of carbon credits, Osaka Gas has announced
a joint investment in the Eastwood Climate Smart Forestry
Fund, a forestry fund set up by the Sumitomo Forestry
Group together with 10 Japanese companies. The fund plans
to generate approximately 1 million tonnes of new CO;
absorption every year and will contribute to the realization of
a decarbonized society through the creation and return of
high-quality carbon credits.

Transition initiatives and the respective scope emissions are
disclosed in the “Daigas Group Carbon Neutral Vision,”
“Daigas Group Environmental Performance Data,” etc.

Implementation
transparency

Market communication regarding the
offer of a GSS financing instrument
intended to fund an issuer’s climate
transition strategy should also be
transparent, to the extent practicable,

Confirmed documents
- Framework
- Daigas Group Medium-
Term Management Plan
2026

DNV has confirmed that the investment and development
plans related to Osaka Gas's Transition Strategy include
agreement on future investment and expenditure.
Specifically, Osaka Gas plans to invest a cumulative total of 2
trillion yen by FY2031.3 from FY2018.3 in quality
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Work Undertaken

DNV Findings

on the underlying investment program
including capital and operational
expenditures (CapEx and OpEx).

Recommended information and indicators:

» CapEx roll-out plan consistent with
the overall climate transition
strategy and climate science and
discussion of how it informs CapEx
decision- making within the
organisation;

« phase-out plan regarding
activities/products incompatible
with the climate transition strategy
(when such activities or products
are significantly harmful or display
levels of performance inconsistent
with science-based GHG emission
reduction trajectories);

» green CapEx, for example those
referenced under the eligible
green project categories in the
Green Bond Principles, as a
percentage of total CapEx and
how the ratio may be expected to
evolve over time;

« disclosure on the percentage of
assets/revenues/
expenditures/divestments aligned
to the various levers;

« a qualitative and/or quantitative
assessment of the potential locked-
in GHG emission from an issuer’s

- Daigas Group Carbon
Neutral Vision

- Daigas Group Energy
Transition 2030

- Carbon Neutral
Challenge 2050 Action
Plan of the Japan Gas
Association

- Gas and Electricity
Sector Roadmap of
Ministry of Economy,
Trade and Industry

- Daigas Group Integrated
Report 2023

- Daigas Group ESG data

- Project list & estimated
CO> emission reduction

Interviews with stakeholders

improvement, growth and M&A, including the activities
outlined in the Daigas Group Carbon Neutral Vision and
Roadmap. In addition, the Daigas Group's "Medium-Term
Management Plan 2026" aims to achieve a 1% introduction
of e-methane by 2030, avoided CO; emissions in the entire
society of 10 million tonnes, and renewable energy sources
diffusion contribution of 5 million kW. Osaka Gas plans to
make carbon neutral investments of around 220 billion yen
in the cumulative total for the period FY2025.3-2031.3, and
in the three year period FY2025.3-2027.3, it plans to invest
approximately 100 billion yen in carbon neutrality areas
(e.g., conversion to renewable energy sources in domestic
power business, e-methane) to build future earnings, and
approximately 460 billion yen in priority growth areas such
as thermal power sources, shale gas development, and life &
business solutions business. This includes projects to be
implemented with green/transition finance. The introduction
of and transition to e-methane etc. is also planned as a
measure to avoid lock-in of coal and oil use.

DNV has confirmed that Osaka Gas has been trying since
FY2022.3 to understand the carbon impact of projects that
have already invested by utilizing internal carbon prices, and
has also been utilizing since FY2024.3 as a decision-making
tool for new investment decisions in business areas with a
large carbon impact.

DNV has confirmed that the overall investment plan
(investment amount) for the future considers CTF-1 to CTF-
3 for the investment required to implement the transition
strategy and also confirmed plans to be implemented
according to the appropriate timelines, based on internal
management system and process.
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key assets and products;

« assumptions on the internal cost
of carbon; and

» disclosure on adverse impacts on
the workforce, community and
surrounding environment, and
related strategies used to
mitigate those negative impacts.
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Schedule-4 Green Finance (Transition Finance with specific use of proceeds) Eligibility

Assessment Protocol

The checklist below (GBP/GLP-1 to GBP/GLP-4) is a DNV evaluation procedure created for Daigas Group Green/Transition Finance (Bond & Loan) Eligibility
Assessment (Bond & Loan with specific use of proceeds) based on the requirements of GBP/GBGLs and GLP/GLGLs. "Confirmed documents" in the “Work
Undertaken” includes documents inside the issuer and is provided by Osaka Gas as evidence of eligibility judgment for DNV.

In Schedule-4, it is referred to as GBP or GLP according to the practice, but this is the standard to be referred to in the case of financing that specifies the use of
proceeds such as transition projects in transition finance (bonds and loan) that specifies the use of proceeds based on CTFH and CTFBG, so please read as the

meaning of the transition as appropriate.

GBP/GLP-1 Use of Proceeds

Criteria

Requirements

Work Undertaken

DNV Findings

la Types of funds The types of green bonds are classified Confirmed documents | Through the evaluation work, DNV has confirmed that Osaka Gas
into one of the following types defined by Green/Transition Finance (bond/loan) fall into the following
GBP. - Framework categories.
- (Standard) Green/transition Bond _ .
- Green/transition Revenue Finance Interview with (Standard) Green/transition Bond
- Green/transition Project Finance stakeholders
- Other
1b Green/transition The key to a green/transition bond is that | Confirmed documents DNV has confirmed that the Daigas Group Green/Transition
Project the proceeds will be used for a green Finance is intended to finance a wide range of green/transition

Classification project, which should be properly stated
in the legal documents relating to the

security.

- Framework

Interview with
stakeholders

projects focused on Osaka Gas's environmental targets and
transition strategy, as described in the Framework and Schedule-
1. The Group confirmed that the purpose of the financing is to
allocate funds to a wide range of green/transition projects
focusing on Osaka Gas' environmental objectives and transition
strategy as described in the Framework and Schedule-1.

Specifically, all Green/Transition Finance Eligible Project
Candidates listed in Schedule-1 are evaluated as conforming to
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the Transition Strategy, and the proceeds through
Green/Transition Finance are planned to be financed one or more
of the Green/Transition Finance Eligible Project Candidates. If a
transition project is pre-selected before the financing is
implemented, this will be disclosed in legal documents.

Through the assessment, DNV concludes that the
Green/Transition eligible projects candidates will bring concrete
and actual environmental benefits.

Table Daigas Group Key initiatives to achieve carbon neutrality
(Green/transition finance candidate projects)

Eligible Criteria Eligible Criteria & Project Overview ‘
Decarboni Hydrogen Methanation, direct use (chemical
1 ateilgﬁro?g:azs utilization looping combustion technology), etc.
energy Biogas, On-site utilization of biogas and
biomethane | biomethane in domestic/global scale
Renewable | Solar power plants, onshore wind farm,
., | power offshore wind farm, biomass power
Eggﬁrtg?n'z generation | plants, etc.
2) power Thermal Use of carbon neutral fuels such as
generation | power synthetic methane, hydrogen and
generation ammonia, CCUS (Carbon Capture,
Utilization and Storage), etc.
Fuel Cells Epchancing efficiency and downsizing,
Advanced Support for converting fuel from oil and
utilization of | coal to natural gas
Low- natural gas Demonstration of building micro grid
3)| carbonizatio| and CHP Use of carbon neutral LNG
n Advanced
energy VPP, smart energy systems, EVs, etc.
utilization
Other Cryogenic power generation in the city
(Reduction gas production process, Cryogenic
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Work Undertaken

DNV Findings

of CO, power generation facilities, energy
emission efficiency renovation work of buildings,
associated etc.

with own
activities)

1c

Environmental
benefits

All green projects to which the funds are
used should have clear environmental
benefits, the effects of which should be
assessed by the issuer and, where
possible, quantitatively demonstrated.

Confirmed documents

- Framework

Interview with
stakeholders

Green/Transition projects will contribute to goals based on Osaka
Gas’s Transition Strategy, and contribute to low-carbon or
decarbonization that classified into the three eligibility criteria
listed in 1b. The environmental benefit is the reduction of CO>
emissions, which has been quantitatively or qualitatively
evaluated by Osaka Gas.

DNV has confirmed that, prior to the implementation of
green/transition finance, the project's environmental benefit
evaluation method (calculation method) and the items to be
disclosed are planned to be evaluated and reported quantitatively
as indicators and CO, emission reductions according to the
project's characteristics in the annual report. (If it is difficult to
evaluate the quantitative CO, emission reductions due to the
characteristics of the project, Osaka Gas will report the project
outline and the status of R&D and demonstration to the extent
practicable.)

1d

Refinancing rate

If all or part of the proceeds are used or
may be used for refinancing, the issuer
will indicate the estimated ratio of the
initial investment to the refinancing and,
if necessary. Therefore, it is
recommended to clarify which
investment or project portfolio is subject
to refinancing.

Confirmed documents

- Framework

Interview with
stakeholders

Osaka Gas plans to allocate all of the proceeds to new
investment, refinancing, or both, in one or more of the eligible
project candidates included in Schedule-1. If it is clear in
advance, prior to the finance implementation, whether the
financing will be used for new investments or refinancing, this will
be disclosed in legal documents. If it is not yet clear, the issuer
plans to disclose the estimated amount (or percentage) of the
proceeds used for refinancing through reporting (annual report).
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GBP/GLP-2 Process for Project Evaluation and Selection

Criteria

Requirements

Work Undertaken

DNV Findings

2a Project Green bond issuers should provide an overview Confirmed documents DNV has confirmed that Osaka Gas has a process of
selection of the process of qualifying projects for which determining the eligibility of projects for which the
process green bond funding will be used. This includes - Framework green/transition finance, and that the outline is specified in the
(but is not limited to): Framework.
-The process by which the issuer determines Interview with
that the project in question is included in the stakeholders
business category of a qualified green project.
- Creation of criteria for eligibility of projects for
which green bond funding will be used
- Environmental sustainability goals
2b Issuer's In addition to criteria and certifications, the Confirmed documents Osaka Gas complies with environment-related laws, ordinances
Environment | information published by issuers regarding the and regulations, and considers that the environmental benefits
al and Social | green bond process also considers the quality of | - Framework such as CO; reduction are clear in the entire life cycle or each
Governance performance of the issuer's framework and process when selecting green/transition projects to be
Framework environmental sustainability. Interview with implemented.
stakeholders In the operation and implementation of the project, each of
the departments involved is committed to the preservation of
the surrounding environment.
DNV has confirmed that the green/transition projects
implemented by Osaka Gas are consistent with its
management and environmental policies, as well as with the
transition strategy, goals and pathways.
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GBP/GLP-3 Management of Proceeds

Criteria

Requirements

Work Undertaken

DNV Findings

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

3a Tracking
procedure-1

Confirmed documents

- Framework

Interview with
stakeholders

DNV has confirmed that the proceeds by the green/transition
finance can be tracked in line with the issuer's accounting
integration system and other systems, and confirmed the
systems actually in use or to be used, and documents to be
created specifically for use through the assessment, and
confirmed that the management status of the proceeds was
proved.

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

3b Tracking
procedure-2

Confirmed documents

- Framework

Interview with
stakeholders

DNV has confirmed that the issuer plans to regularly (at least
once a year) review the outstanding balance of the transition
financing by using the integrated accounting system and other
documents prepared specifically for this purpose described in
3a during the period from the implementation of the transition
finance to its redemption or repayment.

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

3c Temporary
holding

Confirmed documents

- Framework

Interview with
stakeholders

DNV has confirmed that the confirmation process of Osaka
Gas through the integrated accounting system and documents
produced specifically for this purpose is structured to ensure
that the balance of unallocated proceeds is recognised
sequentially.

DNV has confirmed through the Framework and assessment
that the balance of unallocated proceeds will be managed in
cash or cash equivalents. DNV has also confirmed that the
balance of unallocated proceeds will be disclosed through
reporting on the allocation status of proceeds.
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GBP/GLP-4 Reporting

Ref.

4a

Criteria

Periodical
Reporting

Requirements

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

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

Work Undertaken

Confirmed documents

- Framework

Interview with
stakeholders

DNV Findings

DNV has confirmed that the issuer will carry out annual reporting of the
green/transition finance until the proceeds are allocated and disclose information
on the allocation status of proceeds, the projects to which the proceeds have been
allocated and the environmental benefits. DNV has also confirmed that the issuer
will report on the environmental benefits until the redemption or repayment of the
green/transition finance is completed.

DNV has also confirmed that, even after the allocation plan or allocation has been
completed, the issuer plans to report in a timely manner or in its reporting on any
changes in transition strategy or pathways, or any major changes in the allocation
plan or project implementation status (e.g., interruption of a project for which
allocation has been started, significant postponement on an annual basis, sale or
retirement).

The report will be disclosed on the website.

<Allocation status>
Allocated amount per eligible criteria
Balance of unallocated amount
Estimated amount of the proceeds allocated to refinancing

* o

*

<Environmental benefits>

+  Environmental impacts are disclosed within the scope of confidentiality, to
the extent practicable, and in consideration of the characteristics of the
project, including an overview of the project (including progress,
completion, operation, etc.) and the expected environmental benefits
(e.g., t-COy/year).

<Other>

Page 76 of 88




DNV

Ref. Criteria Requirements Work Undertaken DNV Findings

+ Initiatives to achieve carbon neutrality by 2050 will be reviewed as necessary
in light of policy and technological trends, and will be disclosed where
necessary.

The currently planned reporting for the transition project is described in the
section of GBP/GLP-4. Reporting in this document.
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Schedule-5 Sustainability-Linked Finance (with general corporate purpose) Eligibility

Assessment Protocol

Since the Daigas Group Green/Transition Finance may be implemented as a General Corporate Purpose transition-linked bond or loan, which does not specify the
use of proceeds, it is evaluated by applying the five elements of SLBP/SLLP required for eligibility evaluation of a bond or loan that does not specify the use of
proceeds defined by CTFH/CTFBG.

The checklist below (SLBP/SLLP 1 to 5) is a DNV evaluation procedure created for the Daigas Group Green/Transition Finance (Transition-Linked Bond or Loan with
general corporate purpose) based on the requirements of SLBP/SLLP.

The "confirmed documents" in the Work Undertaken include public or private documents (materials inside the Fundraiser) etc., and are provided by Osaka Gas as
evidence of eligibility judgment for DNV.

*Please replace “Borrower”, “Lender” to “Fundraiser”, “Investor” in the context in the following requirements.

SLBP/SLLP-1 Selection of KPIs (Key Performance Indicators)

la

Criteria

KPI - material
to core
sustainability
and business
strategy

Requirements

The borrower’s sustainability performance
is measured using sustainability KPIs that
can be external or internal. The KPIs should
be material to the issuer’s core
sustainability and business strategy and
address relevant environmental, social
and/or governance challenges of the
industry sector and be under
management’s control. The KPI should be
of high strategic significance to the issuer’s
current and/ or future operations;

It is recommended that issuer
communicates clearly to investors the
rationale and process according to which

Work Undertaken

Confirmed documents

- Framework

- Daigas Group Medium-
Term Management
Plan 2026

- Daigas Group Carbon
Neutral Vision

- Carbon Neutral
Challenge 2050 Action
Plan of the Japan Gas
Association

- Gas and Electricity
Sector Roadmap of

DNV Findings

DNV reviewed the KPIs related to Osaka Gas’ Transition-
Linked Finance and has confirmed that the selected KPIs are
relevant and important to Osaka Gas' core transition
strategy and sustainability management.

Osaka Gas' approach to sustainability promotion for the
Daigas Group and society is to provide solutions to realize a
sustainable society as an innovative energy and service
company by decarbonizing city gas feedstock and
introducing renewable energy.

In January 2021, Osaka Gas formulated the "Daigas Group
Carbon Neutral Vision," which presents a roadmap for
achieving carbon neutrality and sets out the long-term goal
of achieving carbon neutrality by 2050, which is consistent
with the goals of the Paris Agreement. Osaka Gas has set
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DNV

Criteria

Requirements

the KPI(s) have been selected and how the
KPI(s) fit into their sustainability strategy.

Work Undertaken

Ministry of Economy,
Trade and Industry
Daigas Group
Integrated Report
2023

Daigas Group ESG data

Interviews with
stakeholders

DNV Findings

and published the short- and medium-term goals for
achieving the long-term goal, which are "avoided CO»
emissions in the entire society of 7 million tonnes /
renewable energy diffusion contribution of 4 million kW by
2026," "introduction of e-methane of 1% by 2030 / avoided
CO, emissions in the entire society of 10 million tonnes /
CO, emission reduction in the domestic supply chain (scope
1, 2, and 3) by 5 million tonnes compared to FY2018.3 /
renewable energy diffusion contribution of 5 million kW /
renewable energy ratio of domestic power projects
approximately 50%," etc.

The selected KPI "CO; emissions in the Daigas Group's
domestic supply chain (Scope 1, 2, and 3)" is in response to
climate change, which the Daigas Group positions as one of
its key management issues, and is a highly important and
quantitatively verifiable indicator. This KPI will contribute to
both the transition strategy and sustainability management
to realize the "Daigas Group Carbon Neutral Vision."

1b

KPI -
Measurability

KPIs should be measurable or quantifiable
on a consistent methodological basis;
externally verifiable; and able to be
benchmarked, i.e., as much as possible
using an external reference or definitions to
facilitate the assessment of the SPT’s level
of ambition.

Issuer are encouraged, when possible, to
select KPI(s) that they have already
included in their previous annual reports,
sustainability reports or other non-financial
reporting disclosures to allow investors to

Confirmed documents

Framework

Daigas Group Medium-
Term Management
Plan 2026

Daigas Group Carbon
Neutral Vision

Carbon Neutral
Challenge 2050 Action
Plan of the Japan Gas
Association

DNV concluded that the CO, emissions required for the
assessment of the KPIs are reliable indicators as they follow
the global standard GHG protocol and have been verified by
an external evaluation body in accordance with the
requirements of ISO 14064-3.

DNV has confirmed that the KPIs selected by Osaka Gas are
consistent with the gas and power roadmaps of the Japan
Gas Association and the Ministry of Economy, Trade and
Industry, and that the KPIs are properly set as comparable
indicators.
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Ref.

DNV

Criteria

Requirements

evaluate historical performance of the KPIs
selected. In situations where the KPIs have
not been previously disclosed, issuer
should, to the extent possible, provide
historical externally verified KPI values
covering at least the previous three years.

Work Undertaken

- Gas and Electricity
Sector Roadmap of
Ministry of Economy,
Trade and Industry

- Daigas Group
Integrated Report
2023

- Daigas Group ESG data

Interviews with
stakeholders

DNV Findings

The KPIs have been disclosed as actual results over the past
three years through the website etc.

1c

KPI - Clear
definition

A clear definition of the KPI(s) should be
provided and include the applicable scope
or perimeter as well as the calculation
methodology.

Confirmed documents
- Framework

Interviews with
stakeholders

DNV has confirmed that the KPIs selected by Osaka Gas
provide a clear assessment scope and calculation
methodology. The GHG emissions calculation methodology
required for the assessment of the KPIs follows the global
standard GHG Protocol and would be verified and reported
by an external evaluation body in accordance with the
requirements of ISO 14064-3.
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SLBP/SLLP-2 Calibration of SPTs (Sustainability Performance Targets)

Ref. ‘ Criteria

2a

Target Setting
- Meaningful

Requirements

The SPTs should be ambitious, realistic and
meaningful to the issuer’s business and be
consistent with the issuers’ overall strategic
sustainability/ESG strategy.

Work Undertaken

Confirmed documents

- Framework

- Daigas Group
Medium-Term
Management Plan
2026

- Daigas Group Carbon
Neutral Vision

- Carbon Neutral
Challenge 2050 Action
Plan of the Japan Gas
Association

- Gas and Electricity
Sector Roadmap of
Ministry of Economy,
Trade and Industry

- Daigas Group
Integrated Report
2023

- Daigas Group ESG
data

Interviews with
stakeholders

DNV Findings

In January 2021, Osaka Gas formulated the "Daigas Group
Carbon Neutral Vision," which presents a roadmap for
achieving carbon neutrality and sets out the long-term goal
of achieving carbon neutrality by 2050, which is consistent
with the goals of the Paris Agreement. Osaka Gas has set
and published the short- and medium-term goals for
achieving the long-term goal, which are "avoided CO>
emissions in the entire society of 7 million tonnes /
renewable energy diffusion contribution of 4 million kW by
2026," "introduction of e-methane of 1% by 2030 / avoided
CO, emissions in the entire society of 10 million tonnes / CO;
emission reduction in the domestic supply chain (scope 1, 2,
and 3) by 5 million tonnes compared to FY2018.3 /
renewable energy diffusion contribution of 5 million kW /
renewable energy ratio of domestic power projects
approximately 50%," etc.

Osaka Gas has set a reduction of 5 million tonnes in
FY2031.3 (compared to FY2018.3) as an SPT, which is
consistent with the gas and power roadmaps of the Japan
Gas Association and the Ministry of Economy, Trade and
Industry. On the other hand, promoting the energy shift to
natural gas in the transition period, such as fuel conversion,
will contribute to reducing CO, emissions in the entire
society, but will also increase Osaka Gas' CO, emissions. In
this context, DNV has confirmed that this SPT is an
ambitious and meaningful that aims to reduce total CO;
emissions by promoting energy efficiency and introducing e-
methane.

Page 81 of 88




Ref. ‘ Criteria

DNV

Requirements

Work Undertaken

DNV Findings

Osaka Gas plans to make carbon neutral investments of
around 220 billion yen in the cumulative total for the period
FY2025.3-2031.3, and in the three-year period FY2025.3-
2027.3, it plans to make investments of approximately 100
billion yen in carbon neutrality areas (e.g., conversion to
renewable energy sources in domestic power business, e-
methane) to build future earnings and approximately 460
billion yen in priority growth areas, as well as has presented
the CO; reduction roadmap and specific initiatives.
Therefore, DNV judged that the SPT is realistic and feasible,
and is in line with Osaka Gas’ sustainability/transition
strategies.

2b

Target Setting
- Meaningful

SPTs should represent a material
improvement in the respective KPIs and are
required to be beyond a “Business as Usual”
trajectory; where possible be compared to a
benchmark or an external reference and be
determined on a pre-defined timeline, set
before (or concurrently with) the issuance of
the bond.

Confirmed documents

Framework

Daigas Group
Medium-Term
Management Plan
2026

Daigas Group Carbon
Neutral Vision
Carbon Neutral
Challenge 2050 Action
Plan of the Japan Gas
Association

Gas and Electricity
Sector Roadmap of
Ministry of Economy,
Trade and Industry

DNV has confirmed that this SPT shows a significant
improvement in KPIs and is beyond the trajectory of
"business as usual."

In contrast to the Ministry of Economy, Trade and Industry's
Transition Roadmap in Gas Sector, which depicts a pathway
where the gas industry will see an increase in the demand
for natural gas as a result of society-wide fuel conversion,
which will increase gas companies' CO, emissions (Scope 3)
in the short term, Osaka Gas has set a target to reduce the
absolute value of the domestic supply chain CO; emissions
(Scope 1, 2, and 3) for 5 million tonnes as of 2030, and the
decarbonization awaiting the establishment of innovative
technologies would be difficult to achieve with conventional
approaches, due to the uncertainty of technological
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Ref. ‘ Criteria

Requirements

Work Undertaken

- Daigas Group
Integrated Report
2023

- Daigas Group ESG
data

Interviews with
stakeholders

DNV Findings

establishment and the significant costs that would be
incurred in the transition to decarbonization even if it were
achieved. Therefore, DNV has concluded that it is ambitious.
DNV has also confirmed that the SPT level is broadly in line
with the linear interpolation level from the baseline FY2018.3
results to 2050 carbon neutrality, taking into account the
equivalent increase in domestic CO; emissions of the Daigas
Group due to these efforts to avoid emissions.

2c

Target Setting
- benchmarks

The target setting exercise should be based
on a combination of benchmarking
approaches:

1. The issuer’s own performance over
time for which a minimum of 3 years,
where feasible, of measurement track
record on the selected KPI(s) is
recommended and when possible
forward-looking guidance on the KPI.

2. The SPTs relative positioning versus
the issuer’s peers where comparable
or available, or versus industry or
sector standards.

3. Systematic reference to science-based
scenarios, or absolute levels (e.g.,
carbon budgets) or official
country/regional/international targets
or to recognized Best-Available-
Technologies or other proxies

Confirmed documents

- Framework

- Daigas Group
Medium-Term
Management Plan
2026

- Daigas Group Carbon
Neutral Vision

- Carbon Neutral
Challenge 2050 Action
Plan of the Japan Gas
Association

- Gas and Electricity
Sector Roadmap of
Ministry of Economy,
Trade and Industry

- Daigas Group
Integrated Report
2023

- Daigas Group ESG
data

DNV has confirmed that the process for setting SPTs is
based on an appropriate combination of benchmarking
approaches.

Osaka Gas has disclosed the base year and previous
years' results for the selected KPIs on its website etc.,
and targets are set until 2030 based on these results.

Ahead of its competitors, Osaka Gas has set reduction
targets for absolute value of domestic CO, emissions,
including Scope 3.

Page 83 of 88




DNV

Ref. ‘ Criteria

Requirements

Work Undertaken

Interviews with
stakeholders

DNV Findings

2d

Target setting
— disclosures

Disclosures on target setting should make
clear reference to:

1. The timelines of target achievement,
the trigger event(s), and the
frequency of SPTs

2. Where relevant, the verified baseline
or reference point selected for
improvement of KPIs as well as the
rationale for that baseline or reference
point to be used

3. Where relevant, in what situations
recalculations or pro-forma
adjustments of baselines will take
place

4. Where possible and taking into
account competition and
confidentiality considerations, how the
borrowers intend to reach such SPTs

Confirmed documents

- Framework

- Daigas Group
Medium-Term
Management Plan
2026

- Daigas Group Carbon
Neutral Vision

- Carbon Neutral
Challenge 2050 Action
Plan of the Japan Gas
Association

- Gas and Electricity
Sector Roadmap of
Ministry of Economy,
Trade and Industry

- Daigas Group
Integrated Report
2023

- Daigas Group ESG
data

Interviews with
stakeholders

DNV has confirmed that the SPT target setting is properly
disclosed.

Through the Framework and the "Roadmap to
Achieving Carbon Neutrality," it is explained how CO>
emission reductions will be achieved.

DNV has confirmed that Osaka Gas decided not to set annual
SPTs, but to promote medium- and long-term initiatives to
achieve the FY2031.3 target as CO; emissions (Scope 1, 2,
and 3) may fluctuate from year to year due to the significant
influence of domestic energy demand and the status of
individual projects, and that progress towards this target will
be verified annually by an external organization. Similarly,
DNV has confirmed that milestone SPTs may be set
separately from these SPTs, taking into account the
financing period etc., and that in such cases they will be
disclosed in the bond disclosure documents, the loan
agreement documents, etc. each time of the implementation
of finance.

Based on the respective documents provided by Osaka Gas,
DNV has concluded that the SPTs were realistic, the plan
was feasible, and the SPT targets outlined in the Framework
were likely to be met.
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SLBP/SLLP-3 Finance Characteristics

Ref.

Criteria

Requirements

Work Undertaken

DNV Findings

3a Bond The SLB will need to include a financial Confirmed documents DNV has confirmed that the Framework includes trigger
Characteristi | and/or structural impact involving trigger - Framework events and complies with the requirements described in the
cs - SPT event(s) based on whether the KPI(s) reach SLBP.
financial/str | the predefined SPT(s). Interviews with DNV has confirmed that transition finance (bond or loan)
uctural stakeholders implemented under the Framework will have financial and
impact structural characteristics that vary according to the
achievement status of SPTs. DNV has also confirmed that
the trigger events with specific SPT measurement timing and
performance requirements each time of the finance
implementation and the extent of their impact have internal
procedures to link target achievement and financial
incentives or penalties, and that details, including conditions,
will be disclosed in the bond disclosure documents, the loan
agreement documents, etc.
3b Bond Any fallback mechanisms in case the SPTs Confirmed documents DNV has confirmed that if Osaka Gas is unable to confirm
Characteristi | cannot be calculated or observed in a - Framework the achievement status of the SPT on the judgment date,
cs — Fallback | satisfactory manner should be explained. the SPT will be treated as not achieved.
mechanism Interviews with

Issuers may also consider including, where
needed, language in the bond
documentation to take into consideration
potential exceptional events.

stakeholders

If it is required to change the measurement method of KPIs,
the setting of SPTs, assumptions and scope of KPIs, etc. due
to the occurrence of circumstances that cannot be foreseen
or controlled at the time of the implementation of the
Transition-Linked Finance with general corporate purpose
(e.g., changes in business structure due to M&A etc.,
changes in various laws, systems, and regulations in each
country, other extraordinary events), there is a possibility to
review the SPT figures for the Transition-Linked Finance
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Ref. Criteria Requirements Work Undertaken DNV Findings

already issued. Osaka Gas plans to disclose the details on its
website etc.
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SLBP/SLLP-4 Reporting

Ref.

4a

Criteria

Reporting

Requirements

Issuers of SLBs should publish, and keep
readily available and easily accessible:

1. Up-to-date information on the
performance of the selected KPI(s),
including baselines where relevant

2. A verification assurance report relative
to the SPTs outlining the performance
against the SPTs and the related
impact, and timing of such impact, on
the bond’s financial and/or structural
characteristics

3. Any information enabling investors to
monitor the level of ambition of the
SPTs

This reporting should be published regularly,
at least annually, and in any case for any
date/period relevant for assessing the SPT
performance leading to a potential
adjustment of the SLB’s financial and/or
structural characteristics.

Work Undertaken

Confirmed documents
- Framework

Interviews with
stakeholders

DNV Findings

DNV has confirmed that the necessary information will be
disclosed in a timely manner on the following details
required by the SLBP/SLLP:

- KPI performance against the SPT: Subject to verification by
an external body etc., and disclosed on the website etc. at
least once a year after the implementation of the
Transition-Linked Finance until the final judgment date

- SPT achievement status: Subject to annual verification by
an independent third-party organization and used to
determine financial and structural characteristics

When change in the SPT is required: Osaka Gas will discuss
with the relevant parties, for example, the setting of an SPT
with a level of ambition equal to or higher than the existing
evaluation criteria, taking into account the changes.
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SLBP/SLLP-5 Verification

Ref. ‘ Criteria Requirements Work Undertaken DNV Findings
5a External Issuers should have its performance against Confirmed documents DNV has confirmed that Osaka Gas intends to undergo
Verification each SPT for each KPI independently verified - Framework independent verification of the data related to the KPIs at
by a qualified external reviewer with least once a year by a qualified external evaluation body
relevant expertise, at least once a year and Interviews with with relevant expertise in SPT trigger events.
for each SPT trigger event. stakeholders
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