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l.  Evaluation Summary

Framework Summary
+ Issuer: Yamaguchi Heavy Industries Ltd. (hereinafter referred to as “Yamaguchi Heavy Industries”)

« Financial Instrument Subject to Evaluation: “Sustainability-Linked Loan Framework”
issued by Yamaguchi Heavy Industries (hereinafter referred to as “the Framework”)

+ Issuer’s Location: Minato-ku, Tokyo

+ Evaluation Type: Second Party Opinion (hereinafter referred to as “SP0”) on the Sustainability-
Linked Loan
 Evaluation Criteria:

v Sustainability-Linked Loan Principles (SLLP), 2023 (LMA, APLMA, LSTA; hereinafter
referred to as “LMA”)

v Green Loan and Sustainability-Linked Loan Guidelines, 2024 (MOE)
% The above two are collectively referred to as “SLLP” below

« Validity Period: Valid unless changes are applied to the Framework or the Sustainability
Policy

Assessment Summary

« An SPO was conducted to assess alignment of the Framework with the SLLP. As a result,
the Framework is assessed to be aligned with the core components of the SLLP.

B KPI : Robust

KPI-1: Reduce CO2 emissions per activity volume (per ton of incoming materials) by 15.0%
relative to FY2023 by FY2029 in Scope 3 Category 1, in the amount of materials received and
subcontracted processing directly related to manufacturing at Yamaguchi Heavy Industries.

KPI-2: In Scope 1 and 2, reduce CO2 emissions per activity volume (per ton of incoming
materials) by 17.4% relative to FY2023 by FY2029

Not Aligned Acceptable Robust Very Robust

m SPT : Ambitious

SPT-1: Reduction of CO2 emissions per activity volume (per ton of incoming materials) by a
rate of 2.5% per year multiplied by the number of years from the FY2023 baseline to FY2029
in Scope 3 Category 1, in the amount of materials received and subcontracted processing
directly related to manufacturing at Yamaguchi Heavy Industries.

SPT-2: In Scope 1 and 2, a reduction of CO2 emissions per activity volume (per ton of

incoming materials) at a rate of 2.9% per year multiplied by the number of years from
the FY2023 baseline to FY2029. \

Limited Ambitious Very Ambitious
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3. SPO Scope

B SPO Contents

At the request of Yamaguchi Heavy Industries Ltd. (hereinafter referred to as “Yamaguchi Heavy
Industries”), Codo Advisory Inc. (hereinafter referred to as “Codo Advisory”) conducted a Second Party
Opinion (hereinafter referred to as “SPO”) on the Sustainability-Linked Loan Framework (hereinafter
referred to as “the Framework”). This SPO provides an independent opinion on the performance of the
Framework and its alignment with current Japanese and international standards.

As part of the SPO, three core elements were assessed to determine the sustainability qualities of the
Framework.

+ Sustainable Management Strategy
« Transition Strategy
- Materiality Assessment

Additionally, alignment with the Sustainability-Linked Loan Principles (2023) was evaluated.

m  SPO Scope

As part of this agreement, Yamaguchi Heavy Industries’ representative affirms that (1) Yamaguchi
Heavy Industries is solely responsible for ensuring that the information provide to Codo Advisory is up-
to-date, complete, and accurate; (2) all relevant information has been provided to Codo Advisory and
(3) allimportant information has been disclosed in a timely manner.

The SPO issued by Codo Advisory reflects the alignment of the Framework with the current market and
international standards but does not guarantee alignment with any future guidelines to be issued.
Measurement and reporting of the impact of the projects financed under the Framework are the sole
responsibility of the issuer.

Any information provided by Codo Advisory in the SPO does not constitute, either directly or
indirectly, any representation, assurance, warranty or assertion (favorable or unfavorable) regarding
the truthfulness, reliability or completeness of the information and related materials provided by
Yamaguchi Heavy Industries.

This report does not provide any guarantee regarding the financial performance of the bonds or other
financial instruments, their investment value, or the long-term environmental impact of the
transaction.

B SPO Limitations

The SPO issued by Codo Advisory reflects the alignment of the Framework with the current market and
international standards but does not guarantee alignment with any future guidelines to be issued.
Measurement and reporting of the impact of the projects financed under the Framework are the sole
responsibility of the issuer.

Any information provided by Codo Advisory in the SPO does not constitute, either directly or
indirectly, any representation, assurance, warranty or assertion (favorable or unfavorable) regarding
the truthfulness, reliability or completeness of the information and related materials provided by
Yamaguchi Heavy Industries.

This report does not provide any guarantee regarding the financial performance of the bonds or other
financial instruments, their investment value, or the long-term environmental impact of the
transaction.

B Statement on Conflicts of Interest

Codo Advisory certifies that there are no conflicts of interest in the provision of this SPO and that
nothing compromises its impartiality. Any objections regarding this SPO should be directed to the
contact information provided on the cover page. Such matters will be addressed in accordance with
Codo Advisory’s established process for handling impartiality-related claims.

‘



- T TT———
4. Overview of Yamaguchi Heavy Industries’ Business

Yamaguchi Heavy Industries was founded in 1949 and incorporated in 1975. In recent years,
the company has handled the design, manufacturing and construction of steel structures for
warehouses, factories and commercial facilities across Japan. In 2024, its headquarters was
relocated from Fukuoka to Tokyo. Yamaguchi Heavy Industries’ strength lies in its integrated
production of large and specialized steel structures. In the 2021, the company obtained the
BIM (Building Information Modeling) certification for their management of building
information through digital systems. Its Fukuoka plant and Kanto-Tohoku plant have received
a H-grade certification from MLIT (Ministry of Land, Infrastructure, Transport and Tourism),
indicating the company’s technological capacity to handle large-scale construction.

B Corporate Values and Core Strategy

Yamaguchi Heavy Industries’ management principle is “Beyond the information revolution.
Making people happy through the product revolution.” and expresses “Build for dreams” as its
corporate slogan. Its corporate policy consists of three pillars : (1) Our greatest contribution to
society is the creation of jobs, (2) We supply products that are indispensable to the world and
(3) We focus on being the best and aim to be the best in the world at everything we do. To
realize these principles, Yamaguchi Heavy Industries promotes three mottoes: “Passion,
enthusiasm and persistence”, “Intelligent, challenging work” and “Doing what we must do
immediately and without fail until we accomplish it”.

Under the mid-term management plan “Active & Challenge 2026 ”, formulated in FY2023 for
implementation between FY2024 - 2026, the company has identified the following as its core
strategies: “Strengthening domestic business foundation”, “Enhancing human capital” and
“Contributing to decarbonization”. While working to further profitability, Yamaguchi Heavy
Industries also aims to pursue innovation for future growth, accelerate investment in human
resources and contribute to a sustainable society through its business activities.

As part of its efforts to contribute to decarbonization and promote carbon management, in
2024 Yamaguchi Heavy Industries obtained a PAS 2080 certification, an international standard
for the calculation and reporting of greenhouse gas (GHG) emissions in construction and
infrastructure development, making it an industry pioneer. Looking ahead, the company plans
to expand its handling of sustainable, high-value-added products, such as green steel (i.e.
lower emission steel), reducing CO2 emissions both within its own operations and throughout
the supply chain to achieve carbon neutrality.

CORPORATE VALUE Corporate Values

Beyond the information revolution.
Management Principle . . .
Making people happy through the production revolution.

Corporate Slogan Build for dreams.

1.0ur greatest contribution to society is the creation of jobs.

2.We supply products that are indispensable to the world.
Corporate Policies N ) . 3

3.We focus on being the best and aim to be the best in the world at

everything we do.

Passion, enthusiasm, and persistence
Intelligent, challenging work
Doing what we must do immediately and without fail until we

accomplish it.
Our Three Mottoes

Source: Yamaguchi Heavy Industries Ltd. website
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5. Overview of SPO Evaluation

The Sustainability-Linked Loan (SLL) Framework and its associated SLL have been evaluated
against the following five core components commonly recognized in both international and
domestic guidelines, including SLLP:

- Selection of KPIs

- Setting of SPTs

- Loan Characteristics

- Reporting

- Verification

The Framework places climate action at the core of corporate strategy, in response to internal
and external pressures to demonstrate expanded efforts in the area. It considers the current
state of the steel industry, incorporating an engagement strategy inclusive of the company’s
business partners and stakeholders. Goals, targets, and implementation strategies have been
set accordingly.

Within the Framework, Yamaguchi Heavy Industries has established targets exceeding the
ambition requirements for SMEs under the Science Based Targets Initiative (SBTi).
Furthermore, the established goals are benchmarked against the internationally recognized
for ambition UK governmental targets: 81% reduction from 1990 levels by 2035 (announced in
November 2024). Commitment to even more ambitious reductions than their determined
benchmark demonstrates Yamaguchi Heavy Industries’ extensive intentions.

The company has taken a proactive stance by independently publishing a Human Capital
Report and becoming the first Japanese company to participate in the SteelZero initiative led
by Climate Group, an international non-profit based in the UK. Its strategy has also
incorporated mechanisms for third-party validation, such as the PAS 2080 certification,
contributing to a high evaluation.

In setting KPIs, Yamaguchi Heavy Industries has identified direct CO2 emissions from its
operations as the area of greatest material impact. While the specific SPT values for these KPIs
are presented in terms of reductions compared to a baseline year, clarifying their
environmental benefits by comparing them to a business-as-usual scenario would improve the
quality of their framework.

Although mechanisms to achieve the declared KPl and SPT goals have been putin place, there
are further expectations for the company to enhance its implementation plan by considering
external factors that may impact goal achievement and by incorporating scientifically
grounded, concrete countermeasures in the future.

m Alignment with Sustainability-Linked Loan Principles, Green Loan and
Sustainability-Linked Loan Guidelines

SLLP-1. Selection of KPIs Aligned
SLLP-2. Setting of SPTs Aligned
SLLP-3. Loan Characteristics Aligned
SLLP-4. Reporting Aligned
SLLP-5. Verification Aligned
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6. Evaluation and Analysis

l. Section1 : Framework Analysis
@ Framework Overview

B Definition

The Framework is designed as a strategic financing tool to accelerate sustainable
management, focusing on adopting CO2 reduction efforts as an investment strategy
in response to the urgency of the issue.

B Characteristics

« The Key Performance Indicators (KPIs) and $ustainab.ilit)()Performance Targets (SPTs)
are set based on Yamaguchi Heavy Industries’ sustainability strategy outlined in its
“Human Capital Report 2023,

« TheKPIs and SPTs are paired, and set to reflect the company’s emissions materiality.

« The targets are set at levels exceeding the standards of the Japanese and the UK
governments, with realization strategies defined as the expanded procurement of
green steel and the implementation of energy-saving technologies.

« Progress will be verified by third-party organizations and reported to financial
ms’gtutlons, while transparency will be ensured through disclosure on the company’s
website.

@ Outline of ESG and Sustainable Management Strategy

Yamaguchi Heavy Industries has identified nine key materialities that are central to
sustainable corporate management (see figure below). Among these, the promotion of
“Green Innovation” to address climate change is a major focus. In the “Human Capital
Report 2023” (published in December 2024), KPIs and targets for reducing CO2
emissions on the path to carbon neutrality are declared.

To achieve these goals, Yamaguchi Heavy Industries intends to expand the company’s
portfolio of environmentally friendly, high-value added products. Doing so is expected
to help reduce the negative impact of other activities with relatively high CO2 emissions
per unit while enhancing the added value of the company’s products. This approach is
core to and highly significant from a business strategy perspective.

Materiality Assessment Results

=
<)
=

@ 9- Building a Solid Management ® 1. Green Innovation

Foundation @
® 8. Contribution to Society . = R < 2 >
through Our Businaess @ e 2 ._(_onknbuhcm to the Creation of a Recycling-
® " Oriented Society

pjoUBeIs 03 daueyiodiu]

1,2 (green) = Environmental
3,4,5,6,7(orange) =
8,9 (blue) = Governance

y (Importance to Our Business)

Source: Yamaguchi Heavy Industries Ltd. “Human Capital Report 2023”
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® Alignment of the Sustainable Management Strategy with the Framework

The KPIs set out in the Framework are concluded to be aligned with Yamaguchi
Heavy Industries’ sustainable management strategy and materiality. Furthermore,
the KPIs are consistent with the rationale for issuing a Sustainability-Linked Loan.
The Framework reflects the ambition outlined in the company’s “Human Capital
Report”, but there is potential for enhancing the concreteness of the transition
plan by setting climate change mitigation actions based on more scientific
evidence, thereby supporting the achievement of the stated targets with a
credible roadmap.

KPI-1 Reduce CO2 emissions per activity volume (per ton of
incoming materials) by 15.0% relative to FY2023 by
FY2029 in Scope 3 Category 1, in the amount of
materials received and subcontracted processing
directly related to manufacturing at Yamaguchi Heavy
Industries.

KPI-2 In Scope 1 and 2, reduce CO2 emissions per activity
volume (per ton of incoming materials) by 17.4%
relative to FY2023 by FY2029.

Alignment with Issuer’s Aligned
Sustainability Goals

Reason Out of the nine key materialities identified by
Yamaguchi Heavy Industries, green innovation -
understood as innovation which shall reduce the
demand for high emission materials - has been
defined as the most critical.

Alignment with Key ESG Aligned
Industry Issues

Reason Aligned with key issues in the environmental domain.

Relevant Materiality Climate Change Mitigation
Contributions

Reason Aligned with the urgent global imperative of climate
change mitigation.
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@ Potential Impact Analysis through SDGs Mapping

B SDGs Mapping Based on ESG and Sustainable Management Strategy

The Sustainable Development Goals (SDGs), established by the United Nations with
a target year of 2030, are recognized as an important benchmark within Japan as
well, as they help aligning with global efforts toward achieving sustainability.

In this SPO, the Framework is evaluated against the SDGs to provide investors with a
clearer understanding of how the allocated funds contribute to global sustainability
initiatives.

i SDGY9
& Build resilient infrastructure, promote inclusive and
sustainable industrialization and foster innovation

9.4.1 By 2030, upgrade infrastructure and retrofit industries to
make them sustainable, with increased resource-use efficiency and
Targetand greater adoption of clean and environmentally sound technologies
Indicator  and industrial processes, with all countries taking action in
accordance with their respective capabilities

Indicator: CO2 emission per unit of value added

The KPIs listed all contribute to the achievement of SDG 9.4.1.
Innovation in steel production is a critical component for Yamaguchi
([(% Heavy Industries to achieve its CO2 reduction targets. Innovation

Evaluation

initiatives such as the “high-skip construction method” are
supported by further process optimization and carbon capture,

13/15 utilization and storage (CCUS). These activities are considered to
directly contribute to the achievement of SDG 9.




SDG 12
Ensure sustainable consumption and production patterns

Target and
Indicator

Evaluation

7

6/15

Target and
Indicator

Evaluation

E

13/15

Target and
Indicator

Evaluation

€A

12/15

12.5.1 By 2030, substantially reduce waste generation through
prevention, reduction, recycling and reuse
Indicator: National recycling rate, tons of material recycled

In the Framework, Yamaguchi Heavy Industries states that the capital
generated through the issuance of the Sustainability-Linked Loan will be
used for technological innovation in green steel production. One of the
main decarbonization levers in steel manufacturing is to increase the use
of recycled steel. While the Framework does not explicitly lists this as a
planned area of implementation, it is considered aligned with KPI-1, and
therefore, the Framework has potential to align with SDG 12.5.1

12.6.1 Encourage companies, especially large and transnational
companies, to adopt sustainable practices and to integrate
sustainability information into their reporting cycle

Indicator: Number of companies publishing sustainability reports

In issuing the Framework, Yamaguchi Heavy Industries has stated that it
will publish an annual report to monitor progress towards each SPT.
Furthermore, as part of the supply chain decarbonization to achieve KPI-
1, it will be a necessity to promote data collection and accurate supplier
reporting in order to verify claims related to Scope 3 emission
reductions.

12.7.1 Promote public procurement practices that are sustainable,
in accordance with national policies and priorities

Indicator: Number of countries implementing sustainable public
procurement policies and action plans

The indicator and target are supported by KPI-1, which focuses on
reducing supply chain emissions through green procurement. While
the Framework does not clearly specify the steps of implementation,
Yamaguchi Heavy Industries is expected to establish a procurement
approach that considers material and supplier emissions in order to
achieve KPI-1 and SPT-1in line with SDG 12.7.1.

10



3 sDG 13
s 3 Take urgent action to combat climate change and its impacts

Target and 13.2.2 Integrate climate change measures into national policies,
Indicator strategies and planning
Indicator: Total greenhouse gas emissions per year

Evaluation _ _ _ o
Both KPIs are directly aimed at reducing GHG emissions from

Scope 1,2 and 3. By issuing the Framework, Yamaguchi Heavy
f((h\:x Industries is expected to make progress in integrating strategic
planning around CO2 emission reduction KPIs, thereby directly

15/15 contributing to the achievement of SDG 13.

SDGs Alignment: Summary

The Framework is aligned with SDGs 9, 12 and 13. In particular, targets
related to sustainable industrial innovation, sustainable procurement and
climate action are found to be strongly aligned with SDG targets 9.4.1,
12.6.1and 13.2.2.

CLIMATE
ACTION

L3 2
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6. Evaluation and Analysis

Il.  Section 2 : Alignment of Sustainability-Linked Loan
Principles, Green Loan and Sustainability-Linked Loan
Guidelines with the Framework

@ Selection of KPIs

m KPI-1

Reduce CO2 emissions per activity volume (per ton of incoming materials) by 15.0%
relative to FY2023 by FY2029 in Scope 3 Category 1, in the amount of materials
received and subcontracted processing directly related to manufacturing at
Yamaguchi Heavy Industries.

—_

Not Aligned Acceptable Robust Very Robust

m KPI-2

In Scope 1 and 2, reduce CO2 emissions per activity volume (per ton of incoming
materials) by 17.4% relative to FY2023 by FY2029.
\

Not Aligned Acceptable Robust Very Robust

According to the Sustainability-Linked Loan principles set forth by LMA, the
selected KPI must be material to the borrower’s core sustainability and business
strategy and must address ESG issues relevant to the borrower’s industry sector. In
this regard, the KPIs defined in the Framework have been confirmed to be relevant,
core, and material to Yamaguchi Heavy Industries’ overall business and to hold
significant strategic importance for both its current and/or future operations. The
KPIs are also quantifiable based on scientific evidence and can be benchmarked.

It has also been confirmed that the company’s sustainability strategy, including the

KPIs set out in the Framework, is managed under a robust sustainability
governance structure led by its executive management

‘
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B KPI Selection Process

The KPIs (KPI-1 and KPI-2) identified in the Framework are assessed as being aligned with
Yamaguchi Heavy Industries’ efforts toward achieving carbon neutrality, a core component
of the key materiality of “Green Innovation”. These KPIs are defined as being both
strategically significant and central to the business strategy.

The calculation methods for KPI-1, KPI-2, SPT-1 and SPT-2 are based on the “Greenhouse Gas
Emissions Calculation and Reporting Manual” issued by the Japanese Ministry of the
Environment and are measured based on a consistent methodology, leveraging specialized
tools for quantifying and visualizing GHG emissions. IDEA coefficients are used for the
calculation of values.

B KPI Characteristics

Relevance e Public Target : KPIs aligned with international, national and local
and Core government targets that have been officially set, published and
Significance guantitatively measurable.

e Industry Target : KPIs aligned with targets established and
published by industry peers and associations.

Scope * As defined in the KPIs
Baseline » Baseline Year:

Year * Performance:

Performance o KPI-1:0.5374t-CO,/t

« KPI-2:0.0177t-CO,/t
(Details in the SPT Setting section)

External « GHG emission data are subject to a third-party verification by an
Verification independent assessment body.

13




@ Setting of SPTs

m SPT-1
Reduction of CO2 emissions per activity volume (per ton of incoming materials) by a
rate of 2.5% per year multiplied by the number of years from the FY2023 baseline to

FY2029 in Scope 3 Category 1, in the amount of materials received and subcontracted
processing directly related to manufacturing at Yamaguchi Heavy Industries.

—_

Limited Ambitious Very Ambitious

(Unit: t-CO,/t)

Fiscal Year FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029
2023 (2025.6) (2026.6) (2027.6) (2028.6) (2029.6) (2030.6)
(actual target target target target target target
values) value value value value value value
1.7967 1.7518 1.7069 1.6619 1.6170 1.5721 1.5272
Reducégotg 2.5% 5.0% 7.5% 10.0% 12.5% 15.0%
m SPT-2

In Scope 1 and 2, a reduction of CO2 emissions per activity volume (per ton of

incoming materials) at a rate of 2.9% per year multiplied by the number of years from
the FY2023 baseline to FY2029.

Limited Ambitious Very Ambitious

(Unit: t-CO,/t)

Fiscal Year FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029
2023 (2025.6) (2026.6) (2027.6) (2028.6) (2029.6) (2030.6)
(actual target target target target target target
values) value value value value value value
0.0177 0.0172 0.0167 0.0161 0.0152 0.0151 0.0146
Reducégotg 2.9% 5.8% 8.7% 11.6% 14.5% 17.4%

B SPT Progress Evaluation Process

« Each annual target is shall be assessed at the end of Yamaguchi Heavy Industries’
fiscal year (end June of each year). Verification by an independent third-party
assessment body will take place in January of the following year. The calculation
method for SPTs is the annual reduction rate (2.5% for SPT-1 and 2.9% for SPT-2)
multiplied by the number of years from the base year of FY2023 until FY2029.

- 14



B SPT Ambition Level Assessment

« SPT ambition is assessed based on the following elements:

« They represent significant improvements in each KPI, going beyond a
business-as-usual scenario and any targets required by regulations.

« Where possible, they are benchmarked or compared with external data.
« They are aligned with the borrower’s overall sustainability strategy.

« They are determined based on a pre-defined timeline set prior to or at the
time of the loan structuring.

B SPT Characteristics

Baseline Year « Baseline Year: 2023

Performance + Performance:

« KPI-1:0.5374t-CO,/t (Scope 3, Cat 1)
« KPI-2:0.0177t-CO,/t (Scope 1 and 2)

Target Year « 2029

Long-term Target | « 46% reduction in CO2 emissions compared to FY2013 by
FY2030 (source: Human Capital Report 2023)

Benchmarking « Benchmarking against industry peers, the Science Based
Targets initiative (SBT), and international indicators such as
CDP is possible.

Target « Each annual target is evaluated at the end of the company’s
Observation fiscal year, which is set at the end of June.
Schedule « For Sustainability-Linked Loans executed under the

Framework, the SPTs will be set according to each specific
loan. The applicable reporting periods and observation
dates will be clearly specified in the relevant documentation
associated with the execution of each loan (such as the loan
agreement and other related contracts)

SPT Calculation SPT-1: With 2023 as the baseline year, the reduction rate is
Method calculated by multiplying 2.5% by the number of years up to
2029.

SPT-2 . With 2023 as the baseline year, the reduction rate is
calculated by multiplying 2.9% by the number of years up to

2029.
Alignment with » As with the relevant KPIs, the SPTs are aligned with the
the Issuer’s company’s materialities.
Sustainable
Management
Strategy

‘



Strategy and
Action Plan
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EMSPT-1

+ Currently, Scope 3 Category 1 emissions are calculated based on
the annual contract volume. To ensure that fluctuations in contract
volumes do not directly affect the achievement rate of the target,
Yamaguchi Heavy Industries has joined the SteelZero initiative, led
by the UK-based non-profit Climate Group. This initiative requires
participating companies to commit to procuring, specifying and
using at least 50% low-carbon steel by 2030 and to set a clear
roadmap for using 100% net-zero steel by 2050.

« Yamaguchi Heavy Industries is also equipped to support clients in
increasing their adoption rate of green steel, even partially. In
coordination with the PAS 2080 certification process, specific
annual action plans are planned to be linked with SPTs.
Introduction of a Carbon Footprint (CFP) calculation system is
planned, with the aim of visualizing the environmental value
offered to clients and creating a cycle that promotes engagement
with decarbonization strategies and helps achieve environmental
targets.

HMSPT-2

« Euglena Co. Ltd.’s biofuel has been adopted to address Scope 1
emissions (from forklifts and gasoline use), enabling a gradual
reduction in emissions. Hybrid company vehicles have already
been introduced and fuel efficiency is improving thanks to the use
of diesel trucks. Yamaguchi Heavy Industries is also promoting a
shift to renewable electricity by purchasing non-fossil certificates
and accelerating energy savings through automation (unmanned
welding robots). Measures for the CO2 used in welding are also
under consideration.

Trigger Events
and External
Factors that May
Affect SPT
Achievement

« High costs of green steel may lead to customers opting out of
adopting it and raises concerns in terms of procurement. While
these risks ultimately depend on market trends, the company has
judged that, given the diversification of procurement across four
suppliers and the absence of bulk orders, procurement is not an
issue. However, further clarification of countermeasures aligned
with future market conditions and quantification of the
contribution values are expected.

Sector-Specific
Context

« Yamaguchi Heavy Industries has set a target of 17.4% reduction in
CO2 emissions by FY2029 compared to Fy2023 (equivalent to a
2.9% annual reduction), which exceeds the reduction targets per
unit of activity set by both upstream (The Japan Iron and Steel
Foundation) and downstream (Japan Federation of Construction
Contractors) industry associations of its sector.

Recalculation or
Adjustment of
Baseline Year
Performance
Data

« As the data has already been verified by a third-party, no
recalculations or adjustments are planned.

16



m Analysis
Comparison B Visualization Towards Goal Achievement
with Past « In order to visualize progress towards the targets, Yamaguchi Heavy
Performance Industries will use a GHG accounting system to measure the gap between

actual and target values and implement countermeasures accordingly.

« At the management level, a mechanism is in place to compare annual
performance against sustainability targets as described and disclosed in
the “Human Capital Report”.

m Evaluation

The Framework is evaluated to be aligned with the LMA principles for selecting SPTs.
The Framework clearly defines the SPT selection process and criteria for assessing
ambition and, although not exhaustive, provides a transparent explanation.

The SPTs are set at such a drastic reduction rate compared to current industry trends
that we have evaluated them as Ambitious. However, as Yamaguchi Heavy Industries
has not calculated a business-as-usual (BAU) scenario, as used in the SLLP to evaluate
the ambition level of SPTs, we are unable to evaluate the SPTs as highly ambitious.
We expect that, should Yamaguchi Heavy Industries calculate a BAU scenario and
align their action with the target, they may be able to receive the more robust
evaluation.

Although the selected SPTs are ambitious and exceed both domestic and
international benchmarks, greater alignment with scientifically based targets (such as
SBTi) is encouraged, particularly as the company scales up and seeks deeper
engagement across its supply chain.

(3 Loan Characteristics

The characteristics of the loan will change depending upon whether or not the SPTs
are achieved. The specific terms will be defined in the documentation of each
Sustainability-Linked Loan. If the SPTs are achieved (or not), the interest rate will
respectively increase or decrease from the interest payment date following the
determination date until the loan maturity, based on the annual rate specified at the
time the SPTs are established.

The specific loan characteristics determined at the time of financing include the
following:

+ SPT values
+ SPT reporting periods, determination date and basis for determination
+ Annual interest rate increase/decrease range

* Response to any material events that may affect the SPTs

‘ 17



@ Reporting

Yamaguchi Heavy Industries has stated that it would report the following items to the
lending financial institutions once a year:

« SPT achievement status during the reporting period

+ Information on the company’s latest sustainability strategy related to the KPIs and

SPTs

The company will obtain verification from an independent third-party assessment
body by the reporting deadline and submit documentation confirming the SPT
achievement status in writing to the financial institutions. The reporting period will
cover the fiscal year preceding the fiscal year in which the reporting date falls. The
results will be disclosed annually on the company’s website.

KPI Performance

Reporting
Contents | SpT Achievement (quantitative progress)
Frequency | Everyyear
Financial Report: Not applicable
Annual report: Disclosed in the “Human Capital Report”
Disclosure

Sustainability: Same as above

Integrated Report: Same as above

18



® Verification

m Verification Method

« Verification of the achievement status of SPTs shall be conducted once a year by an
independent third-party verification body.

B Evaluation

« SLLP requires that the performance level of each KPI in relation to its respective

SPT be verified at least once a year by an independent external party (auditors,
environmental consultants or independent rating agencies with appropriate
expertise), through limited or reasonable assurance. Yamaguchi Heavy Industries has
established a framework that meets these verification standards. However, further
improvement is encouraged in terms of specifying the assurance standards and the
recommended outcomes of such verification.

None: No mention

Verification | Internal: No mention

Body External: Third-party organization deemed appropriate by the
company
None: No mention
Limited: No mention
Assurance

Standards | Full: No mention

Other Referral to external GHG evaluations and
standards such as the GHG Protocol

Frequency | Every six months: No mention
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