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Introduction

In June 2023, Japan Airlines Co., Ltd. (“JAL") issued a transition bond aimed at financing projects related to
Clean Transportation (JPY 20 billion 10-Year Transition Bond, hereinafter the "2023 Transition Bond"). In 2024,
JAL engaged Sustainalytics to review the projects funded through the 2023 Transition Bond (the “Nominated
Projects”) and assess whether the project met the Use of Proceeds criteria and the Reporting commitments
outlined in the Japan Airlines Co., Ltd. Transition Bond Framework (the “Framework”).! Sustainalytics
provided a Second-Party Opinion on the Framework in January 2022.2

Evaluation Criteria

Sustainalytics evaluated the Nominated Projects based on whether they:

1. Meet the use of proceeds and eligibility criteria defined in the Framework; and
2. Reported on at least one key performance indicator (KPI) for each use of proceeds category defined
in the Framework.

Table 1: Use of Proceeds Categories, Eligibility Criteria and associated impact indicators

Use of
Proceeds Classification | Eligibility Criteria Impact indicators
Category
Targets and Initiatives towards CO;
Clean Transition emission reduction by 2030:3 Upgrading to Annual CO; emissions

Transportation fuel-efficient aircrafts such as Airbus A350 | avoided
and Boeing 787

Issuing Entity's Responsibility

JAL is responsible for providing accurate information and documentation relating to the details of the funded
projects, including descriptions of projects, amounts allocated and project impact.

Independence and Quality Control

Sustainalytics, a leading provider of ESG research and ratings, conducted the verification of the use of
proceeds from the 2023 Transition Bond. The work undertaken as part of this engagement included collection
of documentation from JAL and review of said documentation to assess conformance with the Framework.

Sustainalytics relied on the information and the facts presented by JAL. Sustainalytics is not responsible nor
shall it be held liable for any inaccuracies in the opinions, findings or conclusions herein due to incorrect or
incomplete data provided by JAL.

Sustainalytics made all efforts to ensure the highest quality and rigor during its assessment process and
enlisted its Sustainability Bonds Review Committee to provide oversight of the review.

T JAL, “Transition Bond Framework”, (2021), at: https://www.jal.com/en/sustainability/transitionbond/pdf/framework_en.pdf

2 Sustainalytics, “Second-Party Opinion, JAL", (2022), at: https://www.sustainalytics.com/docs/default-source/backend/japan-airlines-co-Iltd-transition-
bond-second-party-opinion_revised-in-july-2023.pdf?sfvrsn=4a13e44e_1

8 Sustainalytics notes that JAL has committed to transition 10% of its total fuels to Sustainable Aviation Fuel (SAF) by the end of fiscal year 2030.
Additionally, JAL actively promotes various operational methods aimed at enhancing fuel efficiency and decreasing CO2 emissions across its aircraft
fleet.
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Conclusion

Based on the limited assurance procedures conducted,* nothing has come to Sustainalytics’ attention that
causes us to believe that, in all material respects, the reviewed projects do not conform with the use of
proceeds criteria and reporting commitments in the Framework. JAL has disclosed to Sustainalytics that the
proceeds from the 2023 Transition Bond were fully allocated as of December 2023.

Detailed Findings

Table 2: Detailed Findings

Framework Procedure Performed
Requirements

Verification of the Nominated Projects to

Use of determine alignment with the use of
Proceeds proceeds criteria outlined in the
Criteria Framework.

. Verification of the Nominated Projects to
Reporting determine if impact was reported in line
Criteria with the KPlIs outlined in the Framework.

Factual Findings

All projects reviewed
complied with the use
of proceeds criteria.

All projects reviewed
reported on at least
one KPI per use of
proceeds category.

Error or
Exceptions
Identified

None

None

4 Sustainalytics’ limited assurance process includes reviewing documentation relating to details of projects, as provided by the issuing entity, which is
responsible for providing accurate information. These may include descriptions of projects, estimated and realized costs, and reported impact.

Sustainalytics has not conducted on-site visits to projects.
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Appendix

In June 2023, JAL issued the 2023 Transition Bond and raised JPY 19.8 billion.5 The proceeds from the
issuance were fully allocated to following Nominated Projects.

Table 3: Allocation and Reported Impacté from the 2023 Transition Bond

Net Bond
Use of Proceeds
Proceeds Overview of Projects Estimated Environmental Impact”
Catedor Allocated
gory (JPY billions)
Clean U_pgrad!ng to fuel-eff|f:|ent Annual CO, emissions reduced:
. aircraft: (Airbus A350: 16 19.8
Transportation . 72,000 tonnes of CO,
aircraft)
Total Net Proceeds Allocated (JPY billions) 19.8

5 Transition bond issuance amount of 20 billion JPY less issuance expenses.
6 Impact Reporting by JAL is available at: https://www.jal.com/en/sustainability/esg-finance/transitionbond/index_2nd.html

7 The impact reporting period encompasses the span of six months, from June 2023 to December 2023. The amount represents 16% reduction of total
CO2emissions from 16 aircraft, compared with the previous model.
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Disclaimer

Copyright ©2024 Sustainalytics, a Morningstar company. All rights reserved.

The information, methodologies, data and opinions contained or reflected herein are proprietary of
Sustainalytics and/or content providers, and may be made available to third parties only in the form and
format disclosed by Sustainalytics. They are not directed to, or intended for distribution to or use by India-
based clients or users and their distribution to Indian resident individuals or entities is not permitted.

They are provided for informational purposes only and (1) shall not be considered as being a statement,
representation, warranty or argument either in favor or against the truthfulness, reliability or completeness
of any facts or statements that the issuer has made available to Sustainalytics for the purpose of this
deliverable, in light of the circumstances under which such facts or statements have been presented; (2) do
not constitute an endorsement of any product, project, investment strategy or consideration of any
particular environmental, social or governance related issues as part of any investment strategy; (3) do not
constitute investment advice, financial advice, or a prospectus, nor represent an “expert opinion” or
“negative assurance letter” as these terms are commonly understood or defined by any applicable
legislation; (4) are not part of any offering and do not constitute an offer or indication to buy or sell
securities, to select a project or make any kind of business transactions; (5) do not represent an assessment
of the issuer’'s economic performance, financial obligations nor of its creditworthiness; (6) are not a
substitute for professional advice; (7) past performance is no guarantee of future results; (8) have not been
submitted to, nor received approval from, any relevant regulatory body; (9) have not and cannot be
incorporated into any offering disclosure, unless otherwise agreed in writing.

These are based on information made available by the issuer and therefore are not warranted as to their
merchantability, completeness, accuracy, up-to-datedness or fitness for a particular purpose Sustainalytics
has not independently verified any such information or data. The deliverables are provided “as is” and reflect
Sustainalytics’ opinion at the date of their elaboration and publication. Sustainalytics does not undertake
any obligation to update or revise any of the statements in the deliverable to reflect events, circumstances,
changes in expectations which may occur after the date of the opinion or any statements included in the
opinion. Neither Sustainalytics/Morningstar nor their content providers accept any liability from the use of
the information, data or opinions contained herein or for actions of third parties in respect to this
information, in any manner whatsoever, except where explicitly required by law. Sustainalytics does not
assume any responsibility shall the bond default. Any reference to content providers’ names is for
appropriate acknowledgement of their ownership and does not constitute a sponsorship or endorsement by
such owner. A list of our content providers and their respective terms of use is available on our website. For
more information, visit http://www.sustainalytics.com/legal-disclaimers.

Sustainalytics may receive compensation for its ratings, opinions and other deliverables, from, among
others, issuers, insurers, guarantors and/or underwriters of debt securities, or investors, via different
business units. Sustainalytics believes it has put in place appropriate measures designed to safeguard the
objectivity and independence of its opinions. For more information, visit Governance Documents or contact
compliance@sustainalytics.com.

This deliverable, in particular the images, text and graphics contained therein, and the layout and company
logo of Sustainalytics are protected under copyright and trademark law. Any use thereof shall require
express prior written consent. Use shall be deemed to refer in particular to the copying or duplication of the
opinion wholly or in part, the distribution of the opinion, either free of charge or against payment, or the
exploitation of this opinion in any other conceivable manner.

The issuer is fully responsible for certifying and ensuring compliance with its commitments, for their
implementation and monitoring.
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About Sustainalytics, a Morningstar Company

Sustainalytics, a Morningstar Company, is a leading ESG research, ratings and data firm that supports
investors around the world with the development and implementation of responsible investment strategies.
For more than 30 years, the firm has been at the forefront of developing high-quality, innovative solutions to
meet the evolving needs of global investors. Today, Sustainalytics works with hundreds of the world’s leading
asset managers and pension funds who incorporate ESG and corporate governance information and
assessments into their investment processes. Sustainalytics also works with hundreds of companies and
their financial intermediaries to help them consider sustainability in policies, practices and capital projects.
With 17 offices globally, Sustainalytics has more than 1500 staff members, including more than 500 analysts
with varied multidisciplinary expertise across more than 40 industry groups.

For more information, visit www.sustainalytics.com

Or contact us contact@sustainalytics.com
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