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16 | T Would it be possible to separate section for ESG Evaluation and Data 1 P10 fThe "Basi&€ Oonpeamte 11 of the Cod
Providers, as these 2 players have different goals / approach & scope that since data proceeded by pro
of work? met hodol ogi es and investors may

on tbBéeimation methodology and pr
el ensesrhto ulodo veeh ¥ dt he Code of Condy
Committee also pointed out that
together, and it is not easy in |
the .t wo

17 | 1P.871 you discuss communication with market players where mention 1 ESG (non-governmental |fThe poinédyyounaglkference to comm
private companies. It would be helpful if you could provide some enterprises ESG evaluation/ dat a-gprveewindreernsr adsneds nrt o&\
examples of communication with private companies, as in some cases we believe that each provider wo
it is a challenging task to do. ingenuity with respect t o pcroomnmulne

may, for examplewiphoevdéuhéeéedba:q
ESG issues or compamp asmise w,it ah edt
6 (Communication With Companies)

18 | 1P.97 Ithink it will benefit all players if companies provide sufficient 1 9 This Code of Conduct calls for endorsement of ESG evaluation and
(Adetail edodo) explanation of reas:H data providers, and the organizations supporting the Code will either
item. comply with the principles and guidelines of the Code, or explain the
AWe donét comphytsiopee awe itloaks t hi |1 reasons why they do not comply with a particular principle or guideline.
sufficient; however, company might have presence there in form of fWhen not i mplementing c eeratcahi nE SaG
subsidiary where their share is only 10%, or one of their Supplier is evaluation anids dex pepetroevd idiketreon e a
located there. In such case, should they mention it in the comment? understand and suffisieédtaiserdaloan :

purpose of this Code of Conduct.

19 | Tp.317 about confidentiality. 1 1 As stated in the Code of Conduct, we understand that many ESG
There is concern that for some ESG evaluation companies may get evaluation and data providers have adopted their policy of not obtaining
non-public information and it will impact evaluation (it may favor non-public information in light of the company's confidentiality
companies that provide information using non-public resources), while it obligations, etc. However, Principle 5 provides that when ESG
will not be received from other companies. Hence, it may lead to not evaluation and data providers acquire non-public information in the
appropriate / fair final evaluation score. 1 course of business, they should take necessary measures such as:

establishing, disclosing and implementing the policies and procedures
to protect such information.
1 On that basis, it is considered important to have a perspective of
P23 conflict of interest management that is not limited to confidentiality

when non-public information is used for other businesses. To make it
clear this point, we have altered the Code as follows.
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potentially raises thédlsbskwbfnc
informaéabited te evaluation for ot
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) in addition. to confi de

20 | T General i language of information. TAl t hough t hérmedsroiteyh eiof emdot neces
Is there any priority (Local vs English)? What would happen and what we believe that the source of inf
ESG Evaluation and Data Providers should do if translation (to English, ESG idetermined based on the ingenuil
for instance) does not match with original language? provider. Based on this, as stat ¢

guality of data disclosed by a c
company, exceptther ecasewmhmeieetrime
evaluation and data provider tra
company
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of certain details, especial
dol ogi es ,soaunrdc erse.f er ence
uld be good to consider whal
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1 ESG

9 The Code of Conduct is principles-based,e ncour agi ng pr

initiatives in ESG evaluation and data provision services and ensuring

flexibility in response to future business model changes. Specific

applications should be considered by each organization in accordance

with its own services and market environment.

fOn t hat basi s, wreo nwiitholr sohuiabhuon
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evaluati oprauwtddesta ter under stan

Code of Conduct and to enhance t
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9 This Code of Conduct does not uniformly require actions of parties

concerned based on laws or regulations, but is designed to be a

voluntary

code on a Acomply or e

organizations to express their support for the Code via public

announcement.
fAs stated

in the h@o®&SIAbf pGbhdeabt

endorsement i n a c¢omphee hheerl diewe m
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conduct

nor enforceability, it does not (

and company policy" doi{

effectiveness of the Code wild b ¢
mar ket discipline through such p
provider.

35 [fWe want to highlight that it is \ TAs youedpoti htwet betiilerwertant to de
resource el ement, including trai.l professional human resources.
such welcome the prominence of Pl

36 [Principle 1 (Securing Quality) ES 9 As you pointed out, there is a growing trend in Japan and overseas for
ensure the quality of ESG evaluat companies to receive guarantees on sustainability information on a

IAASB voluntary basis as investors demand greater reliability, and we
fThe basic procedures necessary fq understand that the International Audit and Assurance Standards Board
establi §hledl d include di scusspamt (IAASB) is also discussing standards for assurance on sustainability
assurance and verification. ESG | reporting. The Disclosure Working Group of the Financial System
t hipradty verified-rrepuobdrddowndnr Lo Council will proceed with medium-term discussions on guarantees for
not refer to verification sustainability information in Japan, taking into account the formulation
of sustainability disclosure standards that are the basis for such
guarantees, and trends in Japan and overseas.

37 [fTWith regard to "Furthermore, ¢co0mj TAs youedpoti ntit is important for ¢
various efforts for disclosure i/ in ant@aadeger stand mea@wmaece ,ofandomndiuc
year ago may not necessarily stil recommendati ons on this matter.
perspective, it is important to
when the data that seravieusatai sont hies
updated". [/ Our data collection
collecting financial year end in
though we try and collect restat
still on anRedt ahtoecd bfaisgwr.es shoul
within the GHG inventory with t hiy
side by side to help improve tral
recommendations to companies.

38 [ TOnfPrinciple 3 (Ensuring |Indepeafmd:¢ filn general, when ai ggusvtictnemt di 5cl
| nt ed We/t woul d recommend adding t a guarantee osnf tdaet a,0nnitte nits emxaretc
verifier/assurer/certifier and 1t/ nature of the guaranteerwivlildebe w
are not in conflict of i.nterest ¢ careful noittcuet mme £ adtphae ttyhinrad u

39 |[fFrom recommendat i dirBGo mma rioenp asih @ 1 In light of your comments, we have altered the Code as follows:

a contact point for responding t{
data providers regarding the ¢adm|

Japanese
number s i

di al ogusen

Companies should consider-maéet si af

companies are not dreipdwan
-mail eaddfesses as a coni|
aandoemtact facilitates

P37

ESG

P8Companies shoul d di ssculcohs-eaasd lec o

addr,esfsor respondi ndyo meos tiincg uakhSiGefs

evaluation and data providers re
policies.
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Corporate Engagement process as |

40 [fWe are happy and ready to comply TAl 't houg€bdehbé Coemsuctuni formly re
of Conduct, which emphasize dat a ESG parties boasedrwseadlrar e g ublaastei d nosn
addressing pbotehtiatecentbicThes| i mportance of ESG eedludgt iwen waou |y
ensuringtehm I ohggrity of the ESI on a wide range of providers to ¢
it recommends making these princi
users and the public, we have maf(
on its website including its res:¢
(including the definitions of t hi
compani es) , research process, anif(
scores companies receive. Togeéthe
data and |ive code for wusers to |

41 |[fWith respect to Principle Six, w¢ ESG | 1 This Code of Conduct applies to a wide range of ESG evaluation and
content as our cmeith@adlolcagy and b data providers, including those that do not use information disclosed by
an ouitsidpproach to ewalHHSG ienxgp oas companies.
intentionally i-gih®cleocsompapgndiedd 9 On the other hand, this Code of Conduct does not uniformly require
I nstead, we exclusively analyze ; actions of parties concerned based on laws or regulations, but is
stakehol deucls ouug ceGOs, government designedtobeavoluntar y code on a ficompl y
anks wusi-magsed,r uttresnsparent met hag the FSA calls for organizations to express their support for the Code via
and to assess how companies cond:]/ public announcement, and the organizations supporting the Code will
ot her words, we do not collect il either comply with the principles and guidelines of the Code, or explain
guestaiiarers, or communicate with a the reasons why they do not comply with a particular principle or
evaluation process, and a compan) guideline.
score (as it is based on infor mal 1 For this reason, with respect to how to comply with the Code, or how to
being said, companies can easily explain the reasons for not complying with a particular item, including
website, to get more information the points you have point out, we believe that each ESG evaluation and
and rate, and we are glad to expl data provider would determine its approach based on its ingenuity.
behind its research.
fFurther mor e, in its current, Pri
Aldri ven provireets aandimnal , r éMee
believe that Al technology shoul ¢
guidance to comply with Principl/

42 |

Co?2
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56

fThe
set

pr i-bnacsiepd easppr oach the FSA pro
an appropriate minimum floor

ESG

1 As you pointed out, we believe that it is important for ESG evaluation
and data to be used reliably throughout the investment chain, and we
will continue to take actions such as calling for endorsement of the
Code of Conduct and publishing the status of endorsement.
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sufficient flexibility for ESG r i
a ceiling as i nvegtsorwo ud di rsg itlHe:q
raters to go beyond the Ckladse dVNe |
approach will i mprove the avail al
i nvestor s.

57 |[Furt her i nternational har moni zati |1 ESG 9 As you pointed out, given the characteristics of ESG evaluation and
fSetting principglhes |tOIBLCtO aleicommeini I0SCO data, which enable cross-border provision of services, it is important for
facilitate harmonization of expe;q each country to promote coordinated responses based on the
and we support the FSA for taki ng¢ international principles established by IOSCO.
proposed CoC. The interests of v{fI0SCO 11 1 10SCO is in the process of engaging in dialogue with a wide range of
served morley eifff etchtei vieegul atory fr stakeholders, including evaluation providers, companies, and investors,
jurisdictions do not diverge fr ol in order to disseminate the intent of the final report formulated in
more specific divergent | ocal rul I0SCO November last year to a wide range of stakeholders. We will actively
potentially inconsistent provisif participate in discussions at IOSCO in cooperation with the relevant
concert. I n the event of major r ¢ authorities, including further cooperation between authorities.
providers would face a complex pl
even contradict each other. Ul t i1
i nnovation, entrench incoaabeaopei
di vergences, andacmpeset onvasdout
ESG ratings.

58 |[Promote diversity in opinions. 1 1 As you pointed out, we believe that it is important to improve the quality
filn our view, the &Tercehmnd cmilt iComna ft of evaluation while respecting various evaluation objectives and
diversity of ESG rating methodol ¢ methodologies.
encouraging and sets an i mportant
devel opment se iinn tohtihsers pjaucr i sdi ct i
standardization of ESG ratings i ¢{
policy goal

50 [Maintain flexibility for a nascen|f ESG 1 As you pointed out, since the market for ESG evaluation and data
fGiven that the ESG rating mar ket provision is expected to change significantly in the future, and the Code
we believe the CoC strikes prnovaipq of Conduct is described in a principles-based manner, ensuring
flexibility and raising standar d: flexibility in response to future business model changes.
or explain approach adopted in t|
di fferent sizes and with differeil
Ultimately this iercHarsde et ragprmps mar
users to understand the foundati i (

60 |[Encourage investors and issuers t|¥9 9 The Code of Conduct points out the importance of corporate
fWe appreciate that the CoC incl uf information disclosure and recommends that companies improve their
their due diligence responsibilit¥ easy-to-understand disclosure.

relevant ESG i @faeyoumad e ront a mid. ama nn
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Be
de

yond the CoC, we want to highld@

pendent on the quality of discl

1 In addition, based on the report of the Disclosure Working Group of the
Financial System Council (June 2022), the FSA is proceeding with

pl ace a mandatory disclosure regi SSBJ disclosure system reforms such as creating a new section to provide
efficient way to imgabaeanderqual (ISSB) sustainability information in an
We would encourage Japanese pol i Securities Reports. Furthermore, from the viewpoint that it is also
standards for issuers. SSBJ ISSB important to ensure international comparability, Japan is actively
participating in discussions toward establishing international standards
at ISSB and other organizations, while collecting opinions in Japan,
mainly through the Sustainability Standards Boards of Japan (SSBJ).
Going forward, SSBJ plans to proceed with discussions on specific
contents of sustainability disclosure in Japan, taking into account
discussions by the ISSB.
61 |[fWe believe the CoC should focus (¢ 9 References to the existing guidelines have been altered in light of your
materiality judgment and proprief comments.
Shoulhde scope remain unchanged we| P15 ESG
adjustments to better tailor the P17 The Ministry of the Environment's "Green Bond and Sustainability
Secomarty Opinions (SPOs). Linked Bond Guidelines, Green Loan and Sustainability Linked Loan
MTFirst, in the case of SPOs, t he P10 Guidelines" defines the items that bond evaluation agencies should
already seteacappmempdatitens for ext follow in evaluating ESG-related bonds and loans.
CoC should refer to these extant
fSecond, references to methodol ogi 9 Regarding data, the "Basic Concept" on page 11 of the Code of
companies are harder to apply in Conduct stipulates that since data proceeded by providers has a wide
ratings. Wi thout adj bhatrmento, i mipé range of estimation methodologies and investors may misunderstand
drafted, |l eading firms to opt out the data depending on the estimation methodology and presentation
extent it applies to data. While method, data elements should be covered by the Code of Conduct. The
all eviate some of these chall eng:g¢ Technical Committee also pointed out that data and evaluation are
served i ff LCrotChewerteai | ored in its often provided together, and it is not easy in practice to make clear
suggested bel ow: distinction between the two.
fWe recommend that the FSA clarif\y fWith regeadl ed saw dat a, f or whi
activities involving scraping an:¢ and ot her -aaddiotrimans oamre not made,
i ssuers, such as carbon emiasi ph by a provider would bdingcedqndmry
paragraph 4 addresses obligation: reliability of evalwuation. For e
the CoC as drafted could be intel Gui deline 6, Principle 4 Guidel:@
to apply al/l principles to both f Guideline 3, and Principle 6 Gui
of the under Ipywiimg E®G od ptoa at ed i provisisoam$r o6meat ment concerning
62 [fWe recommend t hat the FSA clarify fWe consider Principle 6 as a nec¢
communi cate with a company do notf commumati on with companies, but t
publ-dawdiyl abl e corporate reporting wi || be discussed by each eval ualt

princhiapsleeds characteristics of the
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C
u

ommni cate with companies in thes
nnecessary.

63 |[fWe recommend principle 1, guideld:@ 1 In light of your comment, the following amendments have been made
cases involving outsourced raw di from the perspective of clarifying that actions should be taken to
that outsourced data collection | outsourcing services according to the nature and importance of the
currently focuses on methodol ogi ¢ services to be outsourced.
in cases where ESG r atriawvg sd gtreo vd g P18

ESG ESG P21 (Principle 1, Guideline 6)
I n cases where ESG evaluation an
ESG out sourced, taking necessary mea
eval uation and data to be ensure
as, as necessary and amrg¢einmp abythan
out sourced service, requesting t
through 5. above.

64 |[fWe al so suggest technical changejq 1 In light of your comments, we have altered the Code as follows.

the principles.
P18 P20 (Principle 1, Guideline 5)
PrinciSeceurling quality ESG Managing ESG evaluation meatloaduol
15. Managing ESG evaluation met hof( contibasesus, checking or updating
basis, checking or updating them when itnipduatt al siusolbltyai ned &y uhedatpe d
i_npduatti @ U sowbalaleymendipdat ed as part
cycle of the (BESG eewaalluwaattiisommanaddd
of great numbers, doing this in |
as by consolidating or | imiting
i mportance and usefulness based |
fJustification: Disclosingpwheae dy
gener al approach makes sense; h o\
source is updated is burdensome,
65 |[Princi@dnmmueni cati on With Compani es 1 In light of your comments, we have altered the Code as follows.
13. When disclosi agdESE®S @alvjad citatti @ |
evaluation methodol ogies and cus{ P30 P34 (Principle 6, Guideline 3)
practically possible, expeditiou: ESG When disclosing ESG evaluation and data, subject to the institution's
company of the essenti al i nfor mali evaluation methodologies and customer service policies, to the extent
data, themrgebtyi nad Ifoomi t he company practically possible, expeditiously notifying or communicating to a
anyactuabi+egnribébisant—defieciencies company of the essential information sources of the evaluation and

1J

ESG evaluation factual d&efriodgise mail

S
p

ustification: Companies should |

ar comay create negotiations' bei

rovider and potentially threatei

data, thereby allowing time for the company to check whether there are
any significant deficiencies in the sources, such as factual errors.
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Principles based framework 1 ESG TAs youedpoti htsince the mar ket for
fWe support the introduct i emascefd a provii si ®@mxpecchtaendget ssi gni ficantly i
framework for ESG evalwuation and of Conduct iiesprdienscbirpsiiBesstt nerensur i n
propeal iybrated framework can be ¢ fl exibilityfutnurre shpwsnisreestso model
devel opment, provided it focuses

integrity and transparency. | n c

prescriptive and inflexible coul

poducts and services or might i my

adequatellyex ocarcd mpi ver se cust omer
fWe welcome tihaspdi mait ures of t he
Conduct and its focus on the tral
qua,Jliawyd the management of potent
wi || guard against potenti al uni i
standards that create barriers t{
model s when a nascent @gnidespgaolrys e !
mul tiple demands.

fThe growing presence of both est;
relatively new startups exempl i fi
devel op -Weefisli ochat a, analytics ar
stakehol derppaste. h&Wwal shy compet i
sustainability services and a su|

rapidly evolving state of the ini
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Principlreing (GBueacluity) ESG evaluat:i

ensur

e the quality of ESG evaluat

procedures necespasg $boultdibepes
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SSBJ

ISSB

9 As you pointed out, basically the quality of the data disclosed by a
company is primarily dependent on the company, except for cases
where there is an error when the ESG evaluation and data provider
transcribes the data disclosed by a company.

1 On that basis, we believe that corporate sustainability disclosure is
important from the perspective of maintaining and improving corporate
value over the medium to long term. Based on the report of the
Disclosure Working Group of the Financial System Council (June
2022), the FSA is proceeding with disclosure system reforms such as
creating a new section to provide sustainability information in an
i ntegrated manner i n c¢ o mgmosdsnlyaddditioni
from the viewpoint that it is also important to ensure international
comparability, Japan is actively participating in discussions toward
establishing international standards at ISSB and other organizations,
while collecting opinions in Japan, mainly through the Sustainability
Standards Boards of Japan (SSBJ). Going forward, SSBJ plans to
proceed with discussions on specific contents of sustainability
disclosure in Japan, taking into account discussions by the ISSB.
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entitie
for the
previou
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assessment prior to finalisation
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information gathering fro

to evaluati on, ESG eval ua

our comment above, it i mp ¢
transpamendyy sluiees wintdh ent
ormation should be widely
wide variety of users can
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s can find information on
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es are also able to reviejy
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ESG

TAs youedpoti ntwe
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appropriately address confrloimcttd ead
organi zation and ownership, busin
compensation for their officers a
i nterest , providers should identi
could undedmpeadeheeinobjectivity
busi ness, and avoid potenti al con
manage and reduce the risk of con

fWe support the focus in the propi(
rat her t hianng ,e lpiomiennatti al confl icts
high standards of business condu/q
essenti al to the credibility, i N
empl oyees amedlavtrdEPGoducts and

80 [Principle 5 (Confidentiality3h&sG|T 9 Thank you for your valuable input.
establish policies and pr oc epduubrleisg
i nformation iwhed iin tihse ocbhauvar se of
fWe support the -publtiecti mihormnimamnionr
entities. We clearly sepmpdrdtne saod i
sustainability rating analysis f|
Assessment s.
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103
TESG
ESG
104 | 9
105|fES G
ESG
ESG
ESG ESG
ESG

106 Gener al f€C® mmen I0SCO 1 Recognizing the IOSCO report as a basis, we established the Technical

fAs users obePvoovederwe &Supmont atl
putting forth the Prompowsaaed abadae ti

transparent and r el
we further discuss

highlight certain areas that are
the Proposeshc€wlde Bmeadconsi dervednef

of the Proposed Cod

fNotabl vy, the PropfoeedmBe ddtada niorvwsea
and presfeonhsoéethlee eunder ( clonVestar
Recommen bgwWe ounnsder st and t haotf ftohre
| nvestor Recommenidatveoevosulsd hien ctleu
of entities and persons that i nvg

would include a bro

firms as wel | baosn dshhea rdeahdo Ipdeenrssi,o n
fWe respectful | y onpopvoesle pihheep dlaSaAe t

i nvesdttooresngage with
as suggested by the

further detail behowrealyt cbeagh ihi

i abl e data ani
bel ow, i n that

e .

ad range of a

companies an(
l nvestor Rec:

ESG

ESG

I0SCO

ESG

Committee to deepen the discussion in the status of the provision of
ESG evaluation and data services in Japan. By this way, the Code of
Conduct was compiled as a practical useful document such as by
adding particularly important matters based on the discussion at the
Committee, while maintaining important issues in the IOSCO report.

1 In addition to developing the Code of Conduct concerning ESG
evaluation and data providers, this document also includes
recommendations for investors and companies, from the perspective of
developing an environment for the entire investment chain where ESG
evaluation and data are appropriately used. Please note that
recommendations for investors and companies are particularly
voluntary and do not i mpo sRefeicé"i
in the document.
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i mpl emented or enforced, the 1| nvi
supported &ywedtealFISIAshed st atutor
aut hority; are i-eisctoantsliissteend marn ke
responsibilitsi adhradr webloiwgattioomur

i nves

n

stakehol der s; and/ or are far bey/
t ment programs that we agr e(
t

I nvest or Recommendations appear |
proposed nbtyertnhaet i onal Organi zatio
(INOSOGQP OSCO only recommended, in

Environment al , Soci al and Gover ni
ProviderSCO hi®empaorket participant
and draddu@ts consider conducting

reviewing information on the ESG
use in their internal processes.
to indicate that the I nvesttorwiRteh

approach taken by |1 OSCO. Howe \WWer |,
engagement with companies, call e¢
vi-svi s users and made no &emdiaaqg atmia
di sclosure to the public.

fWe respecuesutl Ityhateqgt he sweeping |
be reconsidered. As they relate t
agenda should be dealt separatel)
should be a separate process foci
manageenmh i ndustry. I n particul ar,
aff equi roement d only be provided w
of conduct regulations and discl ¢

managers. We respectf ul luyg fiocepgpua srie
without the express | egislative |
is involved with introducing a ni{

pursued wiESG cwnlduct regul ati on
obl i giasi approprueéee to introd

107

Areas for Further | mprovements
fThe Proposed Code presents six pl
evaluation and dat avi nwge ahdidg H li ioglat

chall enges and perspectives that
Sshould be considevemdehfhobos ofurt herH
fDel ays in updating ratings. [ O o

Providers totmaketdmhmamggdEomha@i es

reporting.

1 As you pointed out, transparency, fairness, and responses to conflicts
of interest have been pointed out as issues for ESG evaluation
providers, and the Code of Conduct stipulates that there need to be
efforts to address these issues, by such as securing quality, developing
human resources, ensuring independence and managing conflicts of
interest, maintaining confidentiality, and communicating with
companies.
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fSubjectivity in external ratings|
data for similar metrics and evel
at different rreanmgets,c smp arhelyl a.

fLackt ro,afnsparency, particularly on
is carried out. The process of hi
certain ratings is not always ¢c¢l ¢

over controver sy scofriciogn t(rio Jee rwsty

feeds into ratings.

fShortcomings in coverage. Rati ng:
are unlikely to cosviezre ds nean ¢lSEM&E®NILF S|
firms are considering investment !
dat coll ection willoofamRronineechedp
basi s.

fFairness of pricing. Pricing str.]
expensi-ores atdal vi ew additi onal | ev
to access granul ar ESG drad at, hdre
restrictioms cam Wwlats hdated with c
fTransparency. l ncreased transpar ¢
be introduced, members believe i
transparency of the metBS&Gdolad gy gi
providers empl oy.

MfEducati on. Education is also nee:i

ratings do ord dwhatott meywns maul d K

108

I nvestor Recommendati ons

fWe respectively disagree with thy
apply to asset managers, and our
adopted. The I nvestor Recommendat
FS& wedtablished statutorandrt hrey
i nconsi st endt avdltihs hveed Imar ket prac
management industry and responsil
to oluirents or other stakehol ders.

Nat wrfethe I nvestor Recommendati on
fThe most signitheahnvestsoar Reédcdmr
to be their sweeping and yet ambi
clear how the FSA intends to i mpl
Recommendati ons, the I nvestor Re
fmandacteer t ai n acnodn dpuuchtisi ¢ di scl o ur

we-ebtablished statutory or regul |

ESG

1 We are aware that some institutional investors conduct and provide
ESG evaluations. Therefore, in the "Referenced par t of
we recommend that investors clarify their methods of their own (in-
house) evaluations as a part of disclosure by investors. These
recommendations, however, are voluntary in their nature and do not
impose obligations to investors.

t

h
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that essenti afrleygua meliretmd dt onday b
within the existing framework of
obhitgons applicable to asset man
i ntroducfi @eguisu@umetnhtosut t he expres
regulatory authority and process
requirement. We further nrdetag etdh af
regulations or disclosure requir
the industry is developed enough
requirements in order to avoid di
evaluation and dat a.

109 Expansive Scope andSé&omlmdtlalkelti siad | ESG 1 In addition to developing the Code of Conduct concerning ESG
fWe note the I nvestor Recommendat.i ESG evaluation and data providers, this document also includes
applicdamvesdttw rvshi ch i s meant i nst recommendations for investors and companies, from the perspective of
as asset owners, asset mpnagyieder ¢ developing an environment for the entire investment chain where ESG
| oans. Grouping such varied mar ki evaluation and data are appropriately used. Please note that
i nconsistent with the current r e/ recommendations for investors and companies are particularly
coupled with the absence -gorfouamsy o voluntary and do not i mpo sRefeeicd"i
i nveddroaat es a Vv oi & oo fdeaembitduwitt t in the document.
proposaliwebiydbe | ost if i mpl emei
fln addition, there is clear risk
the potenti al extraterritorial a]j

Recommendat i onsfi wvoerde xtphree stselryimil tahb
any particudTahri sr ersutnrsi cctoiuonnt er t o
under which for example offshore
services to the Japanese market.
precedentawoobddsbwith the stated

Japan into an international final

110|1 ssues wipimgSwemvestor RPobemendht| ESG 1 In addition to developing the Code of Conduct concerning ESG
l nvest ment Auwtthernitt yP roorg rlamvse ESG evaluation and data providers, this document also includes
fThe I nvestor Recommendatifeqg®ejras recommendations for investors and companies, from the perspective of
engagement with Provi dipudia®md!| o 91 developing an environment for the entire investment chain where ESG
regardl ess ofif n#d&gt ysppeesc idoffi ¢ use evaluation and data are appropriately used. Please note that
and data. They do not accommodat ¢ recommendations for investors and companies are particularly
asset managers engage with invesitif voluntaryanddonot I mpose obl i gat i BRefesence'a s
managers make investments. Such ¢ in the document.
Recommendati ons, ast pwopbstkdr o i TAs for the manner where investor
asset managers and arest aailxloinsh esd « recommendati ons, we believe that
practices and responsibilities ol address them according to itd arh
their thvesateror other stakehol di fact that the recommbadatdi ons ar
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compani e

managers

ssed in thabdbawekgalbtuardn st

use ESG evaluation and

di fferent aspects of thei
i on, some managers combi |
ESGr ameswsersknentTHe proposg

obnProviders or companies

ate or even possible in
nager Md mevye sgurcd i &emtt st o a
y giventmegna ofFbgnamoagr |
sed to investors for feej/
y passed onto the invest
s coul d be& bierywendt rme nma nay
nt prageam ahatbmand to (¢
y or program includes or

i nvest ment authority or

to take such engagement
S , Rbeommeedamoirons coul d
violate their invest ment

111|Addi ti onal Economic Bur den oount ASspse ESG 1 In addition to developing the Code of Conduct concerning ESG
Economic Benefits ESG evaluation and data providers, this document also includes
fln addition, the I nvestor Recommi recommendations for investors and companies, from the perspective of
economic impact s mplhate tomey hwo wll d developing an environment for the entire investment chain where ESG
managers, and they sestmhbloi §hgeadrs3 ESG ESG evaluation and data are appropriately used.
practices around costs of i nvest. TAt t he TCeocntmmiitctaelte was pointed out
appreciate and genew agdlyi sy pphojrac investors al saontplragyl eeni n mplog ti nve
the ESG evaluandaostagyd theaFSA st i nvest ment , such as by conductin
i mposition of additional obligat.i was alhnslo dataegd i ns tnivtestt ioosalas wel |
increased investment costs to be companies' initiatives on vtalra a ¢
managers, and the FSA should con:;g i hi atpirwersot e c@mmpaviihesand business
economi c buddemeswl|lt in comparab |l eading further activation of th
such investors. It does not appe;

112|No Consi der at i agetPdgo ArsisettamManl nf o fAs for the manner where investor
fAsset managers who engafgecusnedopi recommendati ons,cawke beVvVeswver t Wiol |
funds @eaend htigrhd y sophisticated in address issues such as confident
their ESG investment policies, il according to its characteristics
evaluation and data, as propriet. recommendati onsbaasreed.pri ncipl es
these managers share such popalciic
with their clients, these client
confidentiality obligations. I f
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di scl o

significantly be

sur e as

proposed by the 1 nj

d i sea dnvaar nkteat g ecdo napl

113| Contircatdi ng wi th the | OSCO Approach I0SCO 1 Recognizing the IOSCO report as a basis, we established the Technical
fThe |1 OSCO Reposwe @pmicnl gu dreedc camme n d & ESG Committee to deepen the discussion in the status of the provision of
participant users of ESG ratings IOSCO ESG evaluation and data services in Japan. By this way, the Code of
recommendation only sufggesidért lo; Conduct was compiled as a practical useful document such as by
due diligence, or gathering and | adding particularly important matters based on the discussion at the
ratings and sdatthaatprtohdeuyc use i mant Committee, while maintaining important issues in the IOSCO report.
that fbwe hdi |l i gence, information (¢ fAs stated in the Code of Conduct
an understanding of what is being investors is imporbéani mpromi niget
how it is being rated or asseesss g investment chain, including inve
which the prodwc®OSCO Mmadegnaoseug( manner where investors decide to
indication that these users shoul believe that each investor will
i nformation gathering and review, confidentimlfiitguainary heesponsi bil
lte al one make public disclosure. characteristics of business, bas:¢
fThe I nResommendati ons cl early cor are pribmciedl es
taken by |1 OSCO without reasonabl i
could justify for a diff &r epnrto paops
approach would significanbousye ddsfs ¢
rating and dat a.

114/l nvest or Recommendations as They ESG 1 In addition to developing the Code of Conduct concerning ESG
Shoul d Be Dealt With Separately ESG evaluation and data providers, this document also includes
fWe appreaemrd aslteare the policy obg ec recommendations for investors and companies, from the perspective of
industry and foster good ESG i nvg¢ developing an environment for the entire investment chain where ESG
management industry; however, thg¢ evaluation and data are appropriately used. Please note that
specific, not eeosntsaibsltienrhte dwiptrhatcw e | recommendations for investors and companies are particularly
the obligations and responsibilil voluntary and do not i mpose obli
flexibility to accommodate diff el in the document.
diew se needs of investor clients. TAs for the manner whepéeememéstboe
fThe I nvestor Recommendations, as recommendati ons, we believe that
management howudluds thbrey,desal t with se address issues according to its
Proposed Code, and there should | the fact that recommbadatdi ons ar

speci f
wor k a
Provid

manager industry, which provides
opportunities to key Japanese i ng¢
hedge funds, private equity e und:¢

ically

nd efforts by the Technical
eréd,F8Ac.itandoes not

on t he asset manage|l

appear
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represented in the committee, ani

created without any substanti al [

manager community. I n particul&ar,

proposal to introdaqgei e@tshd ntag &l In)

supported within the existing fri

d

S

closure obligations applicabl i

|l egi sl ative orty eagrnud aproacye sasu.t hor i

115|fWe wel come the | aunch oESGhEvV &£louda fThank you for your opinion.
and Data Providers and commends |
mar ket functioning via stakehol di
116 | fWe invite the FSA to consider ex| 9 Thank you for your valuable input.
beyond the anal ygied adfeds ugdts&kisn ami
embrace an approach that account ¢
activities on people and planet.
environmelnatadd ri sks hawnes fainma s dig
therefore be an integral and -ess|
making.
117|fWe support the intention of the 9 Thank you for your valuable input.
di sclosure but advadatcd 0 sfuare marqe 9 As you pointed out, we believe that corporate sustainability disclosure
the methodol ogy used by provider | is important from the perspective of maintaining and improving
the risk of greenwashing and mov | corporate value over the medium to long term. Based on the report of
environmelnatadd ESG data and scien the Disclosure Working Group of the Financial System Council (June
fwe would wel come a roeff eCGoemndcuec ti nt d 2022), the FSA is proceeding with disclosure system reforms such as
i mportance of companies disclosi| creating a new section to provide sustainability information in an
drive action towards the achievel SSBJ integrated manner in company’ s Annual Securities Reports. In
goals set in the Paris Agreement, (ISSB) addition, from the viewpoint that it is also important to ensure
Agenda and the updbwméengi Gyobatl ubi SSBJ ISSB international comparability, Japan is actively participating in discussions
118/ fWe acknowledge the difficulty of toward establishing international standards at ISSB and other
met hodol ogi es tahned dwevlecrosmetsy of as organizations, while collecting opinions in Japan, mainly through the
evaluation and data -paveddersamnsy Sustainability Standards Boards of Japan (SSBJ). Going forward, SSBJ
forwaogaki ng methodol ogy to all ow plans to proceed with discussions on specific contents of sustainability
effectively contribute to the aml disclosure in Japan, taking into account discussions by the ISSB.
sustai nadbienvitiyr oanment al agendas -
quality environmental data and t|
scientifically sound methodol ogi ¢{
achieve meaningful and green | asi
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128

fWe supported the efforts of the |
and Technical Committee for ESG |
(Mechni cal o@Gommietvted @p t he Draft (
publication of t Rien®n a fcae sC 8Adgetnthdyy
for comment .

fWe welcome the approach proposed
voluntary code of conduct for ES|
of conduct to the benefit of the
pri nmarriynci pl es proposed in the Dr
oBervations and recommendations:

The scope of dheulDd adov&€&odtehe act |
ratingsessgafdthe ESG rating prov
fThe scope of the Drafti othodteo iESSQA |
providers who offer this service
not to other service providers wl
as a complimentary service to thi¢
asset mamMaper seSeRrvow)odher f t he pr
objectives of the final Code shol
However, the providers of these |
regul atory regimes that do not c{
requi eatdi ofes assigning ESG rati/|

scope, the FSA wild. | eave the doi
that may suffer from conflicts of
of the Japanese capital mav lseor el
assigned by Other Service Provi dg¢
fund selection (as part of an i nj
i nvest ment decision more broadly,.
score/rating to itstewmff umd ewielsl
i nvest ment into the fund and assi
Ot her Service Providers wild/l not
met hodol ogy or the meaning of t hi
di sti nguderht awirn at he quality of th
the final Code should apply to al
use, including those developed i
and used in external publicati on:

ESG

ESG

9 We are aware that some institutional investors such as asset managers
conduct and provide ESG evaluations. Therefore,in t he " Ref
part of the document, we recommend that investors clarify their
methods of their own (in-house) evaluations as a part of disclosure by
investors.

1 Apart from the Code of Conduct, the FSA plans to revise the
"Comprehensive Guidelines for Supervision of Financial Instruments
Business Operators, etc.," with respect to ESG products and services
by asset managers, etc.
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129/ The scope of d¢heulDd adrn IEEEB@&d@wegs an P10 9 The "Basic Concept" on page 11 of the Code of Conduct stipulates that
dat a since data proceeded by providers has a wide range of estimation
fAs we have raised with the Techni methodologies and investors may misunderstand the data depending

extending the Dr&EfStG dada dpm tHEWGC It | on the estimation methodology and presentation method, data
data propvéedenss a number of <chall elements should be covered by the Code of Conduct. The Technical
-The universe offEGathasc absmwd drua Eris Committee also pointed out that data and evaluation are often provided
evolving. Cybersecurity, politicié together, and it is not easy in practice to make clear distinction between
indicators are just a few exampl ¢ the two.

used for ESG purposes. Defining | 1 On that basis, as you pointed out, data is particularly diverse in type
across so many diaf fseorugrcte st yi e ;1 od i and number compared to evaluation, which would need to take due
create an overly broad regul ator ) measures to develop internal systems. In particular, in light of

tail ored, stifles innovation and international operations of ESG evaluation providers, the
solutions to assist the market i1 implementation of the Code may possibly, even with considerable
and oppoesuni intention, take a certain amount of time such as those necessary for
-Not feasible to regulate the ent substantial changes in internal systems, depending on the

Code demonstrates that a f fEaSie wba circumstances of each provider.

pr odaacntdsfEoSrG dat a @rsowiiddricul t to 1 Considering these cases that a certain amount of time would be
particul ar, 6t eexrp@t a6 €bdecope r ¢ necessary even with considerable intenstion, the Code of Conduct
complicated nature of the exerci | states that, when the FSA compiles the status of endorsement of the
excludes those organizations whi ¢ Code of Conduct by ESG evaluation and data providers, it will aim to
evaluation and data providers whi complete to compile the status of endorsement regarding data around
nor mal course afebmnet neisws, pbiumci f further one year after the initial publication of the status of endorsement
provide ESG evaluations and dat a regarding evaluation.

not clear what mifdhtoabf naddoda ettt ue | 1 In addition, the diversity of data has been discussed by the Technical
therefore the entities within sci Committee, and Principle 4 clearly states that if data sources and/or
potewtcahflicting interpretation: items are diverse or of great numbers, implementing items in the Code
-Principles of conduct that may b in a reasonable scope and manner would be possible, such as by
significant chaldaetnag esse Fiovfri caeps@lmipé ( consolidating or limiting the scope, reflecting their importance and
publishing methodol ogies and pr of usefulness.

which could extend to thousands |

solution is not equivalent to t hi¢

met hodol ogi es. Publishing the un;{

not feasi bl e, under mands di scelul ai

providers from creating solution:

130| The DraftuCddébesbosiness model agil 1 Since communication between ESG evaluation/data providers and
fESG rating providers operate und:¢ companies is a significant issue, we believe that it is important to

an i spsawesr model @pmagsi moeeli or The a maintain the original text of Principle 6.

providers to select the most aplpa

be

prote

cted. Guidelines 4 and 5

1 On that basis, as you pointed out, the final products to be provided
such as evaluations and data, are basically issued under the
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assume apaiysswmedel , for exampl e,

notification of rating actions al

ratings. Undpaysanbusiveesde rmodei de

necessarily have a roel attihocermrsawhispe)|
i ssuer.

fWe support the need for ESG rati.|
access to materi al underl ying dalf
the compmayireport. However, the |
that the company should be notif]i

i nformation sources of t he eval ui

for the company to check whether

fdef ec oirest he sources. We are con
approach would result in signifi ¢
including potential conflicts of
i nalienabl e ridehHti cttemech el ghgdrt |

accuracy and delay announcements

simil-aegpreite for journalists of

proposed approach would set a dal

publ i

cation and distr mhutkiedn amfd |

damage the reputation of the domg

mar kets where there is no such r
i nformatifmppwaftrbobrutt he rel ated en
fFurt her mor e, updgs awmidedlvesuroe i S

mad e
this
this
mod el

to the clients of the provi
information to be free and |
business model and force pr

P32

responsibility of ESG evaluation and data providers. In order to clarify
this point, the following amendments have been made.

P36 the views and perspectives on evaluation would not necessarily be
identical among providers, as well as between companies and
providers. It should be noted that the ESG evaluation, data, and other

final products are the products issued by the providers, while taking into

account communication with companies and other parties, under the

own responsibility of ESG evaluation and data providers. In light of this,

it would therefore be important that evaluation providers, in line with
their own policies, elaborate their basic approach of evaluation and
reasonably explain that they are conducting their evaluations
appropriately based on such approach.
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2 (3)Sc(oipwe) of services covE&oadulty
fcurrent text:

A. An entity, participating in fi
services directly to such partici
and data services as part of its
contri but eartctoip anvkedt ment deci si o

fproposed text:

A. An entity,t hfpeantahnhci pat malgyehs i
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. . | ned

data—services—as—part—oft hveulbdsi
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, t he Draft Ci
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prod Therefor
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c
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external us

Ser vi a
o}

ar e d by invest

=

S , they shoul

- ® ®d >

condu as ratings assigned by i1

ESG

9 We are aware that some institutional investors such as asset managers
conduct and provide ESG evaluations. Therefore,in t he " Ref
part of the document, we recommend that investors clarify their
methods of their own (in-house) evaluations as a pat of disclosure by
investors.
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2 (3)
ffcurre

v) Scope of services cove

c
S5 ~|0 0 O 9 O

t t ext:

D. I n principle, the provision of
A. to C. above are satisfied, ani
corporate data througbtcalcul ati

fproposed text:

_ heiple  theal oaricaredo |

P10

9 The "Basic Concept" on page 11 of the Code of Conduct stipulates that
since data proceeded by providers has a wide range of estimation
methodologies and investors may misunderstand the data depending
on the estimation methodology and presentation method, data
elements should be covered by the Code of Conduct. The Technical
Committee also pointed out that data and evaluation are often provided
together, and it is not easy in practice to make clear distinction between
the two.
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Ar—toC—above are —satistied— ani
corporate data—through—-calcul ati {
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Principle 1 (Securing Quality)
fcurrent text:

ESG evaluation and data provider
evaluation and data they provide]|
thpsesrpose should be established.

fproposed text:

ESG evalawatidat—a—sphroowlidd eernssur e t he
eval uathdothdtty provide. The basic
thpsesrpose should be established.
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Principle 1 (Securing Quality), G
fcurrent text:

1. Establishing necessadgt pirlo ciendfi
t hat can be reasonably obtvthdaeHBSH
evaluation and dat

Q

fproposed text:
1. Establishing neces starydigrrfadcientdal
t hat can be reasonably obtained,
evaadt apd—dat a

frati onal e:
This is very subjective, we sugg:/
by the ESG evalwuation organizati

135

Princilpumanr Resources Devel opment,
ffcurrent text:

1. Collecting and nanceelsyszairnyg tion fpori
appropriate evaluation and dat a,
professional resoels cteec maldetreelhay

fproposed text:

1. Collecting and analyzing infol
appropriat enevagladaadi enai ntaining |
professional resources and tegéniq
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Princilpumar Resources Devel opment,

9 On that basis, as you pointed out, data is particularly diverse in type
and number compared to evaluation, which would need to take due
measures to develop internal systems. In particular, in light of
international operations of ESG evaluation providers, the
implementation of the Code may possibly, even with considerable
intention, take a certain amount of time such as those necessary for
substantial changes in internal systems, depending on the
circumstances of each provider.

19 Considering these cases that a certain amount of time would be
necessary even with considerable intenstion, the Code of Conduct
states that, when the FSA compiles the status of endorsement of the
Code of Conduct by ESG evaluation and data providers, it will aim to
complete to compile the status of endorsement regarding data around
further one year after the initial publication of the status of endorsement
regarding evaluation.

1 In addition, the diversity of data has been discussed by the Technical
Committee, and Principle 4 clearly states that if data sources and/or
items are diverse or of great numbers, implementing items in the Code
in a reasonable scope and manner would be possible, such as by
consolidating or limiting the scope, reflecting their importance and
usefulness.
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fcurrent text:

engaged ewalBElSaa i on and data woul d
knowl edge and carry a@ut htheir dulf

fproposed text:

engaged i n ESGdevdaatwhad ilhoanve pr of e
knowl edge anhdtbaeirydaties in goo|

I n particular, taking necessal

I n particular, taking necessal
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Pri

fcurrent text:
ESG

SO

addr e
owner
their officers and employees, et
With regard to conflicts of intel
actiievsitand situations that coul d
objectivity, and neutrality of ¢t}

of

i nterest .

fiprop
ESG

SO

address conflicts of interest thj
owner ship, busi ness, i nvest ment i
t hefiffi mers and employees, etc.

With regard to conflicts of inteil
activities and situations that c¢
objectivity, and neutrality of ¢t}

of

i nterest

nciple 3 (Ensuring Independenc

evaluation and data provider:

v

that they can independentl y m;
ss conflicts of interest thi;
s

hip, busi ness, i nvest ment i

i nterest or appropriraiteld yofmama

sed text:

0
e v a lawmatigaoaischeorud d establ i sh
h

that they can independentl y m;

i ndrereepgropriately mamag& afd(
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Principle 3 (Ensuring Independenc

Gui

ffcurrent text:

4 .

i n

dl i ne 4

Taking appropriate steps to pt

secourri ti es

47




der i
eval

fiprop

\
o

(0]

atives transactions that C Ol
aahd data provision service:

sed text:

4. Taking appropriate steps to ptr

i n s
i nt e

e
r

curities or derivatewaées tbpal
est withadEsdEGopartoal snadbnoser vi (
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Princi

ffcurr
ESG
tran
t hei
and
Met h
suf f

fiprop
ESG
tran
t hei
and
Met h
suf f

e

o

ple 4 (Ensuring Transparenc
nt text:

valuation and data provider
parency is an essenpubliahd
philosophy in providing sel
asic methodology of evaluat.
dol ogies and processetsl d obbe |
ciently disclosed.

sed text:

v a fammatigpawiader s should recogr
parency is an essential and
philosophy in providing sel
asic methodol ogy of evaluat.
dol ogies andupabcegsseer ¥ocel
ciently disclosed.
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Princi

ffcurr
2. |
nde
val
hil

81 C

o T o C

fprop
2. |
to u
eval
phil
ba s i

e
n
r

c

ple 4 (EnsurGuigl draneparenc
nt text:

order for users of ESG eval
stand the basic content of {
ation aims to capture and hiq
sophy for providing service:/¢
met hodol ogy of evalwuation.

sed text:

order for userds—pafldaEsGee val
derstand the basic content ¢
ation aims to capture and hi
sophy for providing service:/{
met hodol ogy of evalwuati on
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141|Principle 5 (Confidentiality)
fcurrent text:
ESG evaluation and data provider:
procedures to approwphbliad eil yf rerdd ti
the course of business.
fproposed text:
ESG evalawmatig@ama i doeurlsd sehst abl i sh
procedur es
to appropr i atpeulbyl ipcr oitnefcotremhaotinino n ha
business.

142\ Principle 5 (Confidentiality), Gu
fcurrent text:
1. Establishing, disclosing and
procedures to protect informati ol
of ES@&Iluation and data services.
fproposed text:
1. Establishing, disclosing and I
procedures to protect infor matuirosi
of ESG ewaduadtaitean ser vi ces

143|Principle 5 (Confidentiality), Gu
fcurrent text:
2. Establishing, di sclosing, and
procedures so that such confi dent
accordanceuwiptols et mé provision an
ot her than ESG evaluoaestsioonbardsdal
fproposed text:
2. Establishing, di sclosing, and
procedures so that such confndeni
accordance with the purpose of piI
ot her than ESGBdedatltaatemmMe e sot he
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144|Principle 6 (Communication With C
fcurrent text:
2. Establishing moidretdi wmdreal «compg a
i nquiries and raise issues regar |
and informing the compagni & si it chaian
manner
fproposed text:
2. Establishing a dedicatedamnorste;
i nquiries and raise issw@aas—gadar i
and informing the c¢ompainti eisn eafmicm
manner .

145|Principle 6 (Communication With C

fcurrent text:

4. When asubimpamnyto evaluation r
reasonabl e issues about the infol
subject to its own evaluation met
policies, taking timely and appr
compamy at | east confirm the accu
datamd correcting errors if any.

fproposed text:

4. When a company subject to eval
reasonabl e i ssues about t he aipmfali
subjest otwva evaluation methodol ogli
policies, taking timely and appr
company to at | east confirm the
datamd correcting errors iif any.

frati onal e:
ESG evalpuatvi@demrs should give due
rai sed that relate to the accur afl

appropriate steps to correct errf
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146|Principle 1 (Securing Quality), G 1 In light of your comments, Principle 1 Guideline 2 has been altered as
fcurrent text: follows :
2. Establ il s hminndgo clgoageisczaat i on a l and P18
applied methodol ogquas ity [ESGvVvieda ESG P20 (Principlel, Guideline2)
and disclosing it while ypayi mge lal Establishing legical-and cross-organizational and continuously applied
property, etc. methodologies to provide high-quality ESG evaluation and data, and
disclosing it while paying attention to confidentiality, intellectual
fproposed text: property, etc.
2. Est albdgisdha hgagani zati onal and
applied methodol oguasitg kIS davweded
and disclosing it while ypayi mgelal
property, etc.
frati onal e:
I't is uncl ear Awhgabacnadls h mmiadphi dlye
interpreted. The most important |
developed that are applied consi ¢
147|Principle 1 (Securing Quality), G 1 Based on the discussions at the Technical Committee, we believe it is t

ffcur rtemnxtt :

3. I n order to ensure that the pi
consistently across the organi zat
organi zati on, as wel | as devi sing{
revi ewing under an appmobpatanhg ail

=
>

owl edgaeabforsato be provided.

fproposed text:

3. I n order to ensure that the pi
consistently across the organi zat
organi aeatwehl—asadawvesingumb—-as |
reviewng under—an—appropandt e ha)
knowl eodgevaluvatioens to be provid

frati onal e:
These are detailed processes and

them principle based.

necessary to maintain the text from the viewpoint of securing quality,
etc. As for the manner of implementation, we believe that each
provider would consider how to address items according to its
ingenuity, based on the fact that the Code is principles-based.
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148|Principle 1 (Securing Quality), G 1 In light of your comments, Principle 1, Guideline 5 has been altered as
fcurrent text: follows. As for the manner of implementation, we believe that each
5Managing ESG evaluation met hodo provider would consider how to address items according to its
basis, checking or updating them ingenuity, based on the fact that the Code is principles-based.
data is obtained or updated (if ¢
of great numbers, doing trhdarmnédarn, i P20 (Principle 1, Guideline 5)
as by consolidating or | imiting 1 Managing ESG evaluation methodologies and data on an-engeing a_ Managing ESG evaluation methodologies and data on an-engeing a_
i mportaned uameésss based on user n continuous basis, continuous basis,
fproposed text:
5. Managing E&&tbuodbbefpien andodg
basis, checking or updating them
data is obtained or updated (i f ¢
of great numbers, doing this in i
as by consol i datei rsg opre, | itmiktiinrmgg i
i mportance and usefulness based |
frati onal e:
The ESG evaluation of an issuer |
whereas the methodol ogies and dal
interval s.

149|Principle 1 (Securing Quality), G 9 Based on the discussions at the Technical Committee, we believe it is t
fcurrent text: necessary to maintain the text from the viewpoint of securing quality,
6 . I n cases where ESG evaluadrnen etc. As for the manner of implementation, we believe that each provider
out sourced, taking necessary mea/ would consider how to address items according to its ingenuity, based
evaluation and data to be ensur eq on the fact that the Code is principles-based.
as, as necessary and depending ol

service, requesting tmpe¢ yolwt sThurracu

Above.

fproposed text:
66—t n—ecases—where ESG evaluyation
outsoureced,—taking —necessary
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frational e:

This specific guideline may not |
services provider be it dicecwdr ow
scope of the Draft Code.

150 PrincipumaR2sources Devel opment 1 9 Based on the discussions at the Technical Committee, we believe that
fcurrent text: it is necessary to maintain the text from the viewpoint of human
ESG evaluation and data provider: resource development, etc. As for the manner of implementation, we
professional human resources to ¢ believe that each provider would consider how to address items
and data provision services tthreay according to its ingenuity, based on the fact that the Code is principles-
professional skill s. based.

fproposed text:
ESG evalawmatigamai ders shoul damsdcu

appropreisaotug ces t o ensur e t haen-dgudag
pr+oviseiroyn ces t-hepg—phouldedevel op
p+ofessi-onal skills

frati onal e:
Resoudiscelsr oad enough to cover hut
resources necessary to assign hi

I51|Princiipumar Resources DEuiedledpmment | 9 Based on the discussions at the Technical Committee, we believe that
fcurrent text: it is necessary to maintain the text from the viewpoint of human
4 . Recogni zing, as top managemen:| resource development, etc. As for the manner of implementation, we
devel oping human resourceaentisni ang believe that each provider would consider how to address items
providing high guwaltiatkyi neggv aalcu a toincsi according to its ingenuity, based on the fact that the Code is principles-
based.

fproposed text:

frati onal e:
This is already covered denl eGueidd etl
redundancy.

152\ Principle 3 (Ensuring Independenc|( 1 In light of your comments, we have altered the Code as follows.
Guideline 1
fcurrent text: P 25 (Principle 3, Guideline 1)
1. I dentifying potential conflicl{ then estabdiisdlipprggtrmgcd zi ng then estabdiisdliparghgtrmged zi ng

assessment and analysis conduct e

53




with respect to the services pr o)

publicizing effective pmdlyi anaesa gte
reduce ofhe theskconflict of i Nt er ¢
fproposed text:

1. l dentifying potenti al confl i ci
assessment and analysis conduct e

with respect to the services pr o)

di sclpwsblnigef eogi ve polapgpreptioat
manage and r edafu,cet hédhecanfslki ct of

frati onal e:

We propose adjusting the | anguag:
organi zation should publicly dis¢
appropriately manaeee ramk rodduwonf

153

Principle 3 (Ensuring Independenc
Guideline 3

fcurrent text:

3. I n cases evaluations are devel
attention to the contents and st
that there would principally be |
the questionnaire is unreasonabl
understand and effectiveliyng ®istpuati
services.

fproposed text:

setrvices.

frati onal e:
This could be interpreted as o ul i

based approach.

9 Based on the discussions at the Technical Committee, we believe that
it is necessary to maintain the text from the viewpoint of management
of conflict of interest, etc. As for the manner of implementation, we
believe that each provider would consider how to address items
according to its ingenuity, based on the fact that the Code is principles-
based.
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154 Principle 3 (Ensuring Independenc|( 9 Based on the discussions at the Technical Committee, we believe that
Guideline b5 it is necessary to maintain the text from the viewpoint of management
fcurrent text: of conflict of interest, etc. As for the manner of implementation, we
5Devel oping appropriate work and believe that each provider would consider how to address items
own employees, and avoiding, or i according to its ingenuity, based on the fact that the Code is principles-
the risk of, potential conflicts based.
data provision servicey, Bhesignxnal

member to conduct eval uati on, s e |
responsi ble Goevalalaetsi ofn &®Sd dat g
fproposed text:

5. Devel oping appropriate work al
own empl oyees, apnpd oapvraiadien gy, noarn ai
the risk of, potential confl i ehs
datpa ovi si 0 nosrerewiachepske—as—necess
member—to—conduct—evaluation; se,|
responssdblesfor ESG evaluyuation ar
frati onal e:

This could be interpreted as s ul i
based approach.

155| Princi pl e 13nd(eEpnesnudreinncge and Managi I 1 In light of your comments, Principle 3 Guideline 6 has been altered as

Gui de6l i ne

fcurrent text:

6. For an, di sclosing measures t ¢
relationship with the company sul
provision dobe erofl| a&toanmpma ntyo t he
fproposed text:

6 Fo+—an,—diselosing measures—to
relatitonship—with the ecompany—sul
provi-sion—does—not—aftfeet the evi

Adopt measures to pr eevieantti oenxsihsidpisi
the evaluation of companies

frati onal e:

This suggests an individual l evel
practical An alternative princi |

measur es to

adopt preveaoahskBkpst il

Foran; Diselosing Establishing measures to ensure that existing
business relationship with the-eempany companies subject to ESG
evaluation and data provision does not affect the evaluation to the

coempany companies.

follows:

P26 ( Pr i ncGupildee I3i ne 6)

Foran; Disclosing Establishing measures to ensure that existing
business relationship with the-eompany companies subject to ESG
evaluation and data provision does not affect the evaluation to the

company companies.
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i mpacting the evaluation of a col
rul e and not al i gbnaesde dwiatphp rao apcrhi.n i
We al so suggest a revisit to the
some text miés)sTihng (nMRAob epd reeacstei f i e (

guideline.
156| Principle 4 (Ensuring3Transparenc|( 1 Since communication between ESG evaluation/data providers and
fcurrent text: companies is a significant issue, we believe that it is important to
3ln order to enable users and co|f maintain the original text of Principle 6.
understand the basic structure ol 1 On that basis, as you pointed out, the final products to be provided,
i nformation on the methodol ogi es such as evaluations and data, are basically issued under the
evaluati on, including amy.mahem | responsibility of ESG evaluation and data providers. In order to clarify
are received from companies subj (¢ P32 this point, the following amendments have been made.
point, providing careful e x pl alnea.i
P36 the views and perspectives on evaluation would not necessarily be
fproposed text: identical among providers, as well as between companies and
3. I n order to enable users and providers. It should be noted that the ESG evaluation, data, and other
under shteanbdasti ¢ structure of the e final products are the products issued by the providers, while taking into
i nformation on the methodol ogi es account communication with companies and other parties, under the
evaluati on, i ncluding anyWmeaf-oina own responsibility of ESG evaluation and data providers. In light of this,
atre—receivedfrom companiea—SwWmit| it would therefore be important that evaluation providers, in line with
point—providing—careful—explanal their own policies, elaborate their basic approach of evaluation and
reasonably explain that they are conducting their evaluations
frational e: appropriately based on such approach.
We agree that wusers and compani e
able to understand the basic str]
di sclosureiofosmhtioneon the met
for formulating the evaluation, q
rationale. Where feasible and ap|
organi zation may respond to addi
sudb¢t to evalwuation, but they shg
i nstance, including in instances
unhappy with the rating.
157|Principle 4 (Ensuring Transparenc|T 1 The diversity of data has been discussed by the Technical Committee,

ffcurrent text:

4 . Disclosing the sources of infq
devel opment of ESG evaluation an:¢
data is used, di sclosing this f afj
estimati on; i f data sourcesatand/ {
number s, doing this in a reasonal

and Principle 4 clearly states that if there are a wide range of sources of
information, it is possible to respond in a reasonable scope and
method, such as by consolidating or limiting the target in consideration
of its importance and usefulness.
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fproposed text:

frati onal e:

consolidating or | imigiimgi mphaer tsan
useful ness.

4 Bbiselosing—the souvreces—oft—infor
devel opment—of alBIG deatal—udiltni qaesrttiin

data is used, di sclosing this f afj
estimati on; i f data sources and/ i
number s, doing this in a reasonal
consolidatmindg ngr t he scope, refl e

useful ness.

As we use hundreds of data point

the benefit is uncl ear. Whi st we
has been taken i nitco maecnctoiuonnt ,ofa asl|
information is extremely wide ani(

the value chain of dat a.

158

fcurrent text:

Principle 4 (Ensuring5Transparenc

5. Disclosith@,ndiem samnaasmwanner, t
and basic methodology of thaasewnwal
scope and manner, such as by conj;q
taking into cons@ dsirtadadtoinom gmad vti
relevance of individual items. TI
Purpose, approaohmubaatdi ont eht ESF

dat a
Specific details of evaluation n
criteria,important i ndicators an:t

companies

subject to evaluati on, and ot her
lead to
significant differences in eval ui

Evaluation process (evalwuation p
monitoring, etc.)

Contact point where the evaluat.i
Sources of informati onhsobhawhdg¢hp
status of

estimated data usage, the wupdate

9 Based on the discussions at the Technical Committee, we believe that
it is necessary to maintain the text from the viewpoint of ensuring the
transparency of evaluation, etc. As for the manner of implementation,
we believe that each provider would consider how to address items
according to its ingenuity, based on the fact that the Code is principles-
based.

57




met hodol ogi es of that

is particularly important to the
With respect to the overall eval
timing

of dat@ancresade, and updat e

Changes made when the evaluation
Especially if any
items are improved thhibsghattheaPrl

fproposed text:

5. Di scl osifh@,ndiem sd ra nalahsmaipr-eip-0-S €
and basic methodology of the eval
scope and manner, such as by con:;{
taking into cons@ dsirtaddtoinom gmad vti

relevance of iIheivitemsbhmnpleembhect
Purpose—approach,—and—intent—of
dat a
-Speciftiec—detaits—of——evaluation n

. e | : L |
compani es
su4bjeeobltateon—and—other—conten
ead—to—signifiecant—differences I

| : . 0
moeAi+toring, etc.)

-Contact—point—where the evahuadei

frational e:

We agr ee uwmidtelr Ityhemng obj ective to
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information disclosed so that <col
basis of the evaluati on. However |
specific items may not apply equi
téaref ore should not be -asentrad ke

159

Principle 6 (Communication With C
fcurrent text:

ESG evaluation and data provider
they gather information from comj
efficient fprovwioddr seawdctehat cor
i nformation can be sufficiently ¢
When i mportant or reasonabl e i ss|
raised by companies subject to e)
provider s srhioaitl @b jadorpgopPt he i ssues

fproposed text:

ESG evalawatigamai ders should devi
they gather information from comj
efficient for both service provi (
i nf or matea oxmu fcfainc ibe ESIGY evlal aiam & @ n

should give due consideration to

accuracy of information.
When—+mportant—or +reasonable iss|

: . : . oem
providers—should appropriately 1

frati onal e:
ESG evaluation providers should |
coll ection of i nformation.

9 Based on the discussions at the Technical Committee, we believe that
it is necessary to maintain the text from the viewpoint of enhancing
communication with companies, etc. As for the manner of
implementation, we believe that each provider would consider how to
address items according to its ingenuity, based on the fact that the
Code is principles-based.

160

Principle 6o0fCWmmhniCoamGiandes) ne 1
ffcurrent t ext

1. When and if collecting infor mj
subject to evaluation, notifying
sufficiently in advance. I f avail
prior to the request, informati ol
such as those publicly disclosed
veridn clayt it he company in question

fproposed text:

1. When and i f collectinfgromfaraong

9 Based on the discussions at the Technical Committee, we believe that
it is necessary to maintain the text from the viewpoint of enhancing
communication with companies, etc. As for the manner of
implementation, we believe that each provider would consider how to
address items according to its ingenuity, based on the fact that the
Code is principles-based.
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vet+rifiecation—by —the company in ql

frati onal e:

Whil e we support efforts to make
transparent and efficient, t hese
not comsiitsht eantbasaedi appr oach.

161

Principle 6 (CommunicatGuoneWinle G
fcurrent text:

3. When disclosing ESG evaluati ol
evaluation methodol ogies and cusH
practicaléypedssibluely notifying

company of the essenti al i nfor malf
data, thereby allowing time for {
any signdeficanencies in the sour |

fproposed text:

3 Whencdiosing—ESG—evaluvation—and-
evat-dvation—methodologies—and—cusi
praectiecaltl vy posbBobl Eyi pgpedi toommi
company of the essential uaf-aotalit
data+—thereby allowingtimeF+or—|
ahy—signifiecant—deficiencies in |

frati onal e:
This provision is particularly pi
operate undepay ss modarti Beard et h i mi

with the evaluated company. Furt|l
as it provides an opportunity f ol
i ndividual data sources at the ri

P32

compr omi si ngofputbhlei craattiionng .

1 Since communication between ESG evaluation/data providers and
companies is a significant issue, we believe that it is important to
maintain the original text of Principle 6.

1 On that basis, as you pointed out, the final products to be provided,
such as evaluations and data, are basically issued under the
responsibility of ESG evaluation and data providers. In order to clarify
this point, the following amendments have been made.

P36 the views and perspectives on evaluation would not necessarily be
identical among providers, as well as between companies and
providers. It should be noted that the ESG evaluation, data, and other

final products are the products issued by the providers, while taking into

account communication with companies and other parties, under the

own responsibility of ESG evaluation and data providers. In light of this,

it would therefore be important that evaluation providers, in line with
their own policies, elaborate their basic approach of evaluation and
reasonably explain that they are conducting their evaluations
appropriately based on such approach.
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162

Principle 6 (CommunicatGuoneWi nle 6|71
fcurrent text:
5. As an ESG evalwuation and dat a

engagement regarding how it nor.

evaluated with respeddt doitt hpr @wii

procedures would include el ement
information from companies, wh en
wit h, how they could raise issue:
bebbhe to respond to such issues.

fprpoosed text:

5. As an ESGhevalawmati idemn , di scl os
engagement "
regarding how it normally inter af
with respect #aodtltiet gv adlhdeadipisoone e d
woutd—neluddalsemdrnsi$uaceguest
companies—when—and—what—compani |
coutd—raise—+ssuves it —anyamina thag
respond—to—-—such issues.

frati onal e:
The principle is now reefltdatned piel
on the nature of the disclosure.

1 Based on the discussions at the Technical Committee, we believe that
it is necessary to maintain the text from the viewpoint of enhancing
communication with companies, etc. As for the manner of
implementation, we believe that each provider would consider how to
address items according to its ingenuity, based on the fact that the
Code is principles-based.
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frati onal e:

Principle 6 (Communication Wi th C|f
fcurrent text:

6. Subject betvealpraadviiothermeet hods and
policies, and to the extent praci
di al ogeemwianhes to be evaluated
feedback on evaluation results).

fproposed text:

66— S ubiectbetveatpradvitochereet-hods—and
potieies—andto the extent—praci
i o il I I Lo
teedback—on—evaluation results).

This | evel of det ai | i s-bastedcacwodi

9 Based on the discussions at the Technical Committee, we believe that
it is necessary to maintain the text from the viewpoint of enhancing
communication with companies, etc. As for the manner of
implementation, we believe that each provider would consider how to
address items according to its ingenuity, based on the fact that the
Code is principles-based.
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conduct . I n addition, the under]|\
already agdtbassetdhkr guidelines |

164|fWe appreci &t econhtei nFuSeAd ef forts i nf fThank you for your opinion.
environmental, soci al, and gover |
as iIits adherence and contributi ol
supportive® opr dnnaetr éFiSsn d -lpa s enct i pp ®
as |l aid outdenofh€oddatt . Co

165|TESG Terminol ogy: As rightly pointf¥ ESG fAs stated in the Code of Conduct
are currently no specidfeifa nsttatouwts( evaluation and data, anduéeéet macl
evaluation and data. They can co) Therefore, it is considered to b
services desi gneahetea sme aMe iwowd It | uni form definition at this point
suggest the FSA consider defini ng¢ monitor market trends, etc.
of products intended Db takl Cbde:q

166 fRecogni se the difference betseelnn( ESG ESG ESG fThere are various types of ESG e
earlier respd&nsjeuetsa itomenakhSA on E di fference between ESGthati ypu an
we highlighted that while i n somq and the overall market continues
di fferences between ESG ratings {1 set a mechanical and uniform def
bet weenr &tSiGngs and scecegnshbhedl dr TOn thhaasti ¢ he Code of Conduct point
policy and regulation, especiall)} objectivity ofeveV alauadtoinometihfodt h
objective, systematic processes | from the perspective of a wide r
absence of subjective assessment | investors and companies, it may
potential cestli Bushotli snhtection the evaluation and relatively re
anal ogous regulation such as the
(y)), which defines scores as a |
i nput .

167|fDat a Gaps: We believe the key c¢hgESG JPX 1 We consider the development of ESG-related data to be an important
data providers is the existence ¢ issue, and we will continue to advance various initiatives such as
feeds into ESG evalwuation model s developing and expanding an "information platform" to aggregate bond
terms of quality, relevémntetyavalif issuance and other ESG information in cooperation with JPX (Japan
reduce the need for estimations Exchange Group, Inc.).
scores. We would theref o er egloant 1 In addition, we believe that corporate sustainability disclosure is
concentrate on the mandatory and important from the perspective of maintaining and improving corporate
di sclosure of ESG da®atat y¢ompae) value over the medium to long term. Based on the report of the

168 fWe believe that globally avail abl Disclosure Working Group of the Financial System Council (June
sustai-nebibt edyaadanti al to facildi SSBJ 2022), the FSA is proceeding with disclosure system reforms such as
ratings and scores. The transiti (ISSB) creating a new section to provide sustainability information in an
sustainable economy will remain | SSBJ ISSB integrated manner in companyo6s A
corporate disclosures and gl oball Furthermore, from the viewpoint that it is also important to ensure
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international comparability, Japan is actively participating in discussions
toward establishing international standards at ISSB and other
organizations, while collecting opinions in Japan, mainly through the
Sustainability Standards Boards of Japan (SSBJ). Going forward, SSBJ
plans to proceed with discussions on specific contents of sustainability
disclosure in Japan, taking into account discussions by the ISSB
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173 | 1 JFSAESG ESG 1 As you pointed out, we believe that a principles-based Code of Conduct
JFSAESC is important to encourage further improvements in ESG evaluation and
data provision based on the creativity and ingenuity of each evaluation
ESG and data provider and to ensure flexibility in response to future changes
in its business model.
ESG
JFSA
ESG
fWe recognize that the JFSA sees i
the market for ESG evalwuation an/{
and its Technical Commi tDaetea fRorro v
engaging with market participant ¢
Commi &t wer k and gat her f e el biarcikt i
recommendati ons regarding regul af
providers. The prepbsetdsdt hfs C€ol
I n our vVvi ew, t-bhael aOocdeed iasn da twhed u g h
meets the industry where it is wl
and strong governance in the ESG
JFSA measauprperdoach and suppmaded,t R
ofexplain disclosure framework fo
as proposed under the Code.
174 | 9 ESG 1 As you pointed out, we believe that a principles-based Code of Conduct
is important to encourage further improvements in ESG evaluation and
JEFSA data provision based on the creativity and ingenuity of each evaluation
and data provider and to ensure flexibility in response to future changes
1 JFSA in its business model.
ESG
1
ESG
| OSCO
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1 ESG

| OSCO

1 ESG
I0SCO

110SCO

I0SCO

1 As you pointed out, given the characteristics of ESG evaluation and
data, which enable cross-border provision of services, it is important for
each country to promote coordinated responses based on the
international principles established by IOSCO.

1 10SCO is in the process of engaging in dialogue with a wide range of
stakeholders, including evaluation providers, companies, and investors,
in order to disseminate the intent of the final report formulated in
November last year to a wide range of stakeholders. We will actively
participate in discussions at IOSCO in cooperation with the relevant
authorities, including further cooperation between authorities.
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ESG
fWe agree wihdeher hFS8Ati on t hat {
classification of ESG data f@ainyg e\
chall enging and, in many cases, |
fThe JFSA identifies that because
ESG evaluation and data pr dwn diegs
and that e dmeacbh a mnsihd anlgl ya udoif f d&ErSed a
eval uatim oth séVdessya g r efei.ndVehel pf ul a
the B&BF3AIl ated guidance (to provi
Code) that the scope of ESG rel al

cashec ase basis and that provider g

P10

9 The "Basic Concept" on page 11 of the Code of Conduct stipulates that
since data proceeded by providers has a wide range of estimation
methodologies and investors may misunderstand the data depending
on the estimation methodology and presentation method, data
elements should be covered by the Code of Conduct. The Technical
Committee also pointed out that data and evaluation are often provided
together, and it is not easy in practice to make clear distinction between
the two.

1 On that basis, as you pointed out, data is particularly diverse in type
and number compared to evaluation, which would need to take due
measures to develop internal systems. In particular, in light of
international operations of ESG evaluation providers, the
implementation of the Code may possibly, even with considerable
intention, take a certain amount of time such as those necessary for
substantial changes in internal systems, depending on the
circumstances of each provider.

1 Considering these cases that a certain amount of time would be
necessary even with considerable intenstion, the Code of Conduct
states that, when the FSA compiles the status of endorsement of the
Code of Conduct by ESG evaluation and data providers, it will aim to
complete to compile the status of endorsement regarding data around
further one year after the initial publication of the status of endorsement
regarding evaluation.

1 In addition, the diversity of data has been discussed by the Technical
Committee, and Principle 4 clearly states that if data sources and/or
items are diverse or of great numbers, implementing items in the Code
in a reasonable scope and manner would be possible, such as by
consolidating or limiting the scope, reflecting their importance and
usefulness.
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ESG

Code may at ptiwndsh ewerslta ng domes

Jap&nStewardship Code. We recogni
some clarity in such situations |
to individual commaniconnsad ta ngne

poviding evaluation by horizont al
not be in scope of the proposed |
the JFSA explicitly stating in tl
proxy advice overl aps a&imhytthleepad
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Stewardship Code, which specific:;

ESG

P10

ESG

9 The Code of Conduct encourages ESG evaluation and data providers,
which are becoming increasingly important as ESG investment
expands, to take measures such as ensuring objectivity and
transparency and managing conflicts of interest.

1 For this reason, if a company including proxy adviser provides services
that meet the "Basic Concept" of the scope specified on page 11, such
as comparing listed companies horizontally from an ESG perspective,
the FSA would call for the support for the Code by the provider.

1 Please also note that although the Stewardship Code (Principle 8)
states that service providers for institutional investors, including proxy
advisers, to establish systems for the prevention of conflicts of interest
and ensure transparency, the purpose of the Codes are to recommend
institutional investors to provide services appropriately in fulfilling their
stewardship responsibilities, given that institutional investors' service
providers may have a significant impact on the quality of their
stewardship activities.

In this respect, the two Codes would be different in their nature, and for
this reason institutional investors (including institutional investor service
providers) that agree with the intent of, and are prepared to accept, the
Stewardship Code are expected to publicize their intention of acting the
Code, separately from this Code of Conduct for ESG Rating and Data
Providers.
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fwe fully suppoemphdasi I FE®R t he nece
and comparable corporate discl os
evaluation and data prhaducetfd.ecWe
corporate reporting is essential
in ESG evaluation and data produ/q
fl OSCO has ftohuend atchka to f standardi z
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SSBJ
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AWe believe that corporate sustainability disclosure is important from the
perspective of maintaining and improving enterprise value over the
medium to long term. Based on the report of the Disclosure Working
Group of the Financial System Council (June 2022), the FSA is
proceeding with disclosure system reforms such as creating a new
section to provide sustainability information in an integrated manner in
companydéds Annual Securities Repo
that it is also important to ensure international comparability, Japan is
actively participating in discussions toward establishing international
standards at ISSB and other organizations, while collecting opinions in
Japan, mainly through the Sustainability Standards Boards of Japan
(SSBJ). Going forward, SSBJ plans to proceed with discussions on
specific contents of sustainability disclosure in Japan, taking into
account discussions by the ISSB.
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180 | 9 ESG ESG 1 As you pointed out, we believe that it is important for ESG evaluation
and data to be used reliably throughout the investment chain, and we
ESG will continue to take actions such as calling for endorsement of the
Code of Conduct and publishing the status of endorsement.
ESG
ESG
*
1 ESG
ESG
ESG
* (AFM the Netherlands Authority for the Financial
Markets) (AMF: Autorité des marchés
financiers) ESG
2025 50

Position Paper: Call for a European
Regulation for the provision of ESG data, ratings, and related
services
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P8

9 This Code of Conduct does not uniformly require actions of parties
concerned based on laws or regulations, but is designed to be a
voluntary code on a “comply or explain” basis, where the FSA calls for
organizations to express their support for the Code via public
announcement, and the organizations supporting the Code will either
comply with the principles and guidelines of the Code, or explain the
reasons why they do not comply with a particular principle or guideline.

1 Although we believe that each provider would consider howtofi e x p |
according to its ingenuity, based on the fact that the Code is principles-
based, it is important to provide specific explanations so that readers
can understand the specific status of compliance with each item of the
principles and guidelines.

1 When implementing the principles or guidelines of the Code, similarly,
easy-to-understand explanations are important so that readers can
understand the specific status of compliance with each item of the
principles and guidelines.

1 In order to clarify these points, we amend the Code as follows :

P9 the Code of Conduct is not laws or regulations that uniformly require
actions of parties concerned, but designed to be a voluntary code on a
“comply or explain” basis, where the FSA calls for organizations to
express its their support for the Code via public announcement, and the
organizations supporting the Code will either they comply with the
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1 In light of your comments, we have altered the Code as follows :
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* Consultation Paper on Environmental, Social
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ESG

1 As you pointed out, ensuring transparency of ESG evaluation providers
is an important issue. In this Code of Conduct, initiatives that contribute
to ensuring transparency are described as specifically as possible in
Principle 4, while taking into account the principles-based
characteristics of the Code of Conduct.
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We therefore wedl ceosntea tlhies hInkeSnAt o f
principle (Pridndaiopleensd)r icdcheaditaatne
products and services provided b)

184 | 9 ESG 1 ESG TAs youedpoi nhtt here are various basi
ESG evaluation,t hartd ivwe ibmeploirdvaent f (
provider to discl osiet i qnd ouimtay,i otna kb
i tosvn policies and di alcoognpeasn iveist.h i
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1
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ESG

ESG
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9 As for the sources of information that form the basis of ESG evaluation,
as you pointed out, in addition to data published by companies,
estimated data is widely used. The Code of Conduct stipulates that,
particularly when estimated data is used, that fact and the basic method
of estimation should be disclosed.

1 On that basis, we believe that each provider would determine its
approach in its ingenuity with respect to more specific methodologies of
disclosure, taking into account its policies and dialogues with investors
and companies, etc.
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P9

1 In light of your comments, we have altered the Code as follows.

P11 including stocks and bonds (both listed and unlisted), loans and

others.
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Recommendati on: Providing better

services covered by the Code of C

intended to include ESG evaluation and data providers in relation to

private financial markets, as well as public financial markets.

fUnder the sect i oservicencoverbdey thiesCode pf e
Conduct o, the dr aft code notes t
are ESG evaluation and data providers that participate in Japanese
financial markets or provide services to the participants in Japanese
financi al mar ket so. The footnote
mar ket so6 include fistocks, bonds,
include those that fall under the category of Af i nanci al
businesso. Further context for t
items included under the heading
ESG evaluation and data providers that are to be called for support of
the codeofconduct 0.

1 Currently, however, it is unclear based on this language whether the
scope is intended to include ESG evaluation and data providers in
relation to private financial markets, as well as public financial markets.
In this respect, ESG evaluation and data providers that exclusively
cover private markets may be unclear on whether they are included in
the scope of ESG evaluation and data providers that are expected to
support the Code of Conduct.

1 If the scope of the code is intended to cover providers of private market
ESG evaluations and data, further consideration should be given to
ensuring that the code appropriately reflects the commercial
relationships and arrangements involved. This may particularly be the
case in relation to Limited Partners and General Partners involved in
private equity markets and transactions.
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9 Thank you for your valuable input.

9 The Stewardship Code includes the consideration of sustainability
(medium- to long-term sustainability including ESG factors) in the
definition of stewardship responsibility, and when institutional investors
disclose a clear policy for fulfilling their stewardship responsibilities,
they should clearly indicate how they will consider sustainability issues
in accordance with their investment strategies. The Corporate
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1 In addition to these points, we recognise the fundamental importance of
the increased availability and quality of ESG data. We therefore

recommend that the FSA accelerate reform towards mandating

corporate reporting and disclosures on ESG issues. We welcome

global and regional efforts by regulators to improve the reliability,

consistency, and comparability of corporate ESG reporting standards

Governance Code stipulates that listed companies should appropriately
disclose their sustainability initiatives when disclosing their
management strategies. Institutional investors and companies are
expected to take appropriate actions based on these Codes and the
recommendations of this document.
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and disclosures. These efforts can by extension contribute to the better
quality of ESG evaluation and data products and services for the
benefit of investors and their beneficiaries and clients.

1 We acknowledge that alongside ESG evaluation and data providers,
investors and companies are also critical actors within the ESG
investment chain. We especially concern ourselves with the
responsibility of investors to understand the intended purposes and the
methodologies of ESG evaluation and data products and to determine
whether these are suitable for the purpose for which they are being
used in the investment process. We also recognise the important role
companies play in providing material ESG information on its corporate
group in a timely and clear manner.

MTAs such, we support JFSAO6s incl ujf
and corporates in the appendix. In order to ensure that these
recommendations are sufficiently recognised by corporates and
investors and that they are implemented appropriately, we recommend
that JFSA should additionally consider:

Recommendation: Consider the possibility of embedding the
recommendations for investors and companies into the Stewardship
Code and the Corporate Governance Code, respectively.

1 We acknowledge that alongside ESG evaluation and data providers,
investors and companies are also critical actors within the ESG
investment chain. We support the recommendations to investors
included in the Appendix to publicly clarify how ESG evaluation and
data is used in investment decisions. We also recognise the important
role companies play in providing material ESG information on its
corporate group in a timely and clear manner and welcomes the
recommendations to companies as well.

1 To ensure that these recommendations are sufficiently recognised by
companies and investors and that they are implemented appropriately,
these recommendations made for investors and companies should be
reflected in the respective policy instruments that support the code i
i.e. the Corporate Governance Code and the Stewardship Code. Such
measures can also provide alignment among the three actors and
enable the three codes to complement each other as three pillars

supporting the ESG investment chain.
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191 | 1 Overall, the draft is a measured analysis of the market developments in | ESG 9 As you pointed out, we believe that a principles-based code of conduct

the ESG ratings and data space. We recognize and appreciate the is important to encourage further improvements in ESG evaluation and
careful approach that the technical Committee has taken in considering data provision based on the originality and ingenuity of each entity and
the views of various stakeholders in their draft. to ensure flexibility in response to future changes in business models.
1 We very much agree the intention to base any initiatives in this space
on the 2021 recommendations of IOSCO on ESG ratings and data
products. We believe that the proposal for a voluntary code of conduct
may be a useful first step in this space.
9 However, we believe that it would be useful to clarify a number of
aspects of the draft Code of Conduct in order to ensure that it is clear to
whom it applies, how it should be interpreted, and what the
expectations for adherents are.

192 | International Coordination 1 ESG 1 As you pointed out, given the characteristics of ESG evaluation and

1 We believe in the importance of international coordination in this area. It I0SCO data, which enable cross-border provision of services, it is important for
is critical that any policy initiatives are pursued on the basis of each country to promote coordinated responses based on the
coordination and harmonisation rather than market fragmentation or international principles established by IOSCO.
incompatible requirements. There may be risks of market fragmentation | I OS CO 1 10SCO is in the process of engaging in dialogue with a wide range of
and/or potential regulatory conflicts between jurisdictions without stakeholders, including evaluation providers, companies, and investors,
appropriate consultation and coordination with international partners. in order to disseminate the intent of the final report formulated in

1 We very much welcome enhanced dialogue with the private sector and | OSCO November last year to a wide range of stakeholders. We will actively
coordination at international level through IOSCO. We believe that the participate in discussions at IOSCO in cooperation with the relevant
private sector can play an important role in facilitating international authorities, including further cooperation between authorities.
dialogue on ESG. This dialogue can help ensure that the steps being
taken on ESG matters remain aligned with global market practices and
frameworks.

193 | Explicit Mapping of Principles and Guidelines to IOSCO 1 ESG 1 As you pointed out, given the characteristics of ESG evaluation and
Recommendations IOSCO data, which enable cross-border provision of services, it is important for
1 We would recommend that each element of the proposed Code of each country to promote coordinated responses based on the

Conduct be explicitly mapped to the corresponding recommendation international principles established by IOSCO.
from I0SCO in its Final Report on ESG Ratings and Data Providers.*1 | 1 OS CO 1 10SCO is in the process of engaging in dialogue with a wide range of

The I0SCO recommendations will likely be used as the global

stakeholders, including evaluation providers, companies, and investors,
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benchmark for best practice by both providers and users of ESG ratings
and ESG data products. As such, it would be most efficient for
regulators, users, and providers to be able to identify which expectation
under the Japanese Code of Conduct corresponds to the IOSCO
recommendations.

1 For instance, in its Final Report on ESG ratings and Data Products,
IOSCO stated the following with regard to the planned international
standards on ESG disclosure:

Al OSCO recognises that i ndi vamestca |

arrangements for adopting, applying or otherwise availing themselves
of international standards. It will be important for individual jurisdictions
to consider how the common global baseline of standards can be
adopted, applied or utilised within the context of these arrangements
and wider legal and regulatory frameworks in a way that promotes
consistent and comparable sustainability disclosures across
jurisdictions. 0*2

1 We believe that it would be helpful for the same principles of promoting
consistent and comparable expectations based on a global baseline in
the field of ESG ratings and data should apply as those outlined above
by IOSCO for disclosure. We believe that the global baseline for ESG
rating and data providers should be the IOSCO recommendations.

1 Other jurisdictions may also have their own requirements for ESG
rating provider and / or ESG data providers. By ensuring that the Code
of Conduct is transparently mapped to the IOSCO recommendations
this will facilitate interoperability across jurisdictions. If, however, it is
difficult to identify which IOSCO recommendations are referenced in
any national requirements it may prove extremely difficult for users,
providers, and regulators to navigate multiple codes of conduct or
regulatory frameworks as well as to provide evidence of their
adherence.

1 It could be worth considering whether IOSCO could draft a code of
conduct or a set of principles for ESG rating and data providers on
which to base any national Codes. An IOSCO code could be based on
the IOSCO recommendations and help ensure global interoperability.
Such IOSCO principles already exist for other activities such as Credit
Rating Agencies, Price reporting Agencies, and financial index

providers. Given the JFSAOQ3I®SCOeva d ¢

would welcome further discussion on the idea of further work through
IOSCO on implementation of the recommendations.

| OSCO

in order to disseminate the intent of the final report formulated in
November last year to a wide range of stakeholders. We will actively
participate in discussions at IOSCO in cooperation with the relevant
authorities, including further cooperation between authorities.
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*1 I0SCO, Environmental, Social and Governance (ESG) Ratings and
Data Products Providers Final Report

*2 1 bid. page 5.

194 | Clarify Scope T P10 1 As stated in the "Basic Concepts" on page 11, the Code of Conduct is

1 With regard to scope, we believe that it should be clarified that services aimed at entities that provide services directly to Japanese financial

offered primarily for market participants outside of Japan are not in market participants, and entities that provide services exclusively
scope of the Code of Conduct. This would ensure that the scope of the outside of Japan are basically not expected to be within the scope of
proposal relates to coverage of Japanese companies. Other the Code.
jurisdictions may also have their own requirements for ESG rating
provider and / or ESG data providers.

195|fRegarding definitions, it i's not |9 ESG P10 fThe ESG evaluation and data that
evaluatonsand data services?o. I't may the" "Basic Concept" "on page 11
the code to data service providers as these activities have a very broad | fl't stipulateprpobbeedeidnby gaovoai de
range and the definitions are not precise enough. estimation methodol ogies and i nv¢

depending on the estimation meth
dat a edsehnoeunitcdo veeh ¥ dt he Code of Co
Techni cal Committee also pointed
often provided together, and it i
di stinction between the two.

196 | 1 It is also not clear if the expectation to endorse the code of conduct also | ESG | 1 As you pointed out, we are aware that some institutional investors
extends to Ain houseodo ESG eval ual conduct and provide ESG evaluations. Therefore,in t he " Ref
asset managers, insurance companies, etc. In order to ensure a level part of the document, we recommend that investors clarify their
playing field the scope should be impartial and should apply equally to methods of their own (in-house) evaluations as a part of disclosure by
ESG evaluations and data that are produced by such entities. investors.

197 | Implement or Explain 1 9 With regard to the positioning of the Code of Conduct and its basic

9 We welcome the proposalonpage9 t hat fiwhen t he
organization would not be implementing certain aspects of the Code,

the organization should make an effort to explain the reason, so that

i nvestors and companies may unde.]|
is a sensible and proportionate approach to ensure that flexibility is
maintained for providers. It would be useful to see this implement or
explain concept referred to in each of the Principles or in a preamble to

the Code of Conduct.

P8

approach, the following points are comprehensively described on page
9.

- the Code of Conduct does not uniformly require actions of parties
concerned based on laws or regulations, but is designed to be a
voluntary code on a “comply or explain” basis, where the FSA
calls for organizations to express their support for the Code via
public announcement, and the organizations supporting the Code
will either comply with the principles and guidelines of the Code, or
explain the reasons why they do not comply with a particular
principle or guideline.

- Although we believe that each provider would consider how to
i e x p lacdrdmg to its ingenuity, based on the fact that the Code

is principles-based, it is important to provide specific explanations
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so that readers can understand the specific status of compliance
with each item of the principles and guidelines.

- When implementing the principles or guidelines of the Code,
similarly, easy-to-understand explanations are important so that
readers can understand the specific status of compliance with each
item of the principles and guidelines.

198 | Use of the Term ESG Evaluation I0SCO ESG 9 While the IOSCO report covers a wide range of ESG ratings, it basically
1 We, through different business divisions, provide a product called the focuses on the evaluation of equity and corporate based on the
ESG Evaluation but we also provide ESG scores. Many stakeholders, subscriber pay model. On the other hand, this Code of Conduct more
such as IOSCO, have referred to the broader set of products that explicitly includes the evaluation of bonds and loans based on the
provide opinions on E, S, or G m; issuer pay model in the scope, taking into account the growing
hel pful for the Code of Conduct importance of the evaluation of green bonds and transition bonds in the
6ESG ratingsd if there is no int g ESG markets in and outside of Japan in recent years.
of the term captures according to its definition. ESG ESG fBased on these points, the Code
ESG ESG evaluation services, incl udi
ESG initiatives, grnadntgirnagntoifn g SG
These services are referred to a
199 | Clarity on Terminology 1 In light with your comments, we haved el et ed t he wor d
1 The report states on page 6 that: altered the Code accordingly.
AESG evaluation and data providel P5ESG ESG
provide evaluation and data based on reasonable grounds and ESG _
professional judgment, while accurately understanding the movement
of societyasa whol e around sustainabild:i
flitisunclearwhati s meant by fAaccurately
of society as a wholed means. Thi
and an Ainaccurated understandi n¢
whereas in reality there are many different ways of looking at the future.
We would suggest revising this expectation.

200 | fThereportst at es t hat f#Agiven the i mpori filrt was pointed out in the Techni ¢
considers ESG evalwuation and dat i are often provided together, and
it is not clear what #Aintegral af P10 di stinction between the two.
that ESG ratings and ESG data are the same activity and should be fOn this basis, the "Basic ConCcrpd
treated the same. We would support a distinction being made between stipulates that since data proce
the two activities of (1) the provision of an ESG rating / evaluation / estimation methodol ogies and i nv¢
score / opinion and (2) the provision of ESG data (either raw or ESG depending on the estimation meth

curated).

dat a
TOn
speci fic

e 3¢ sehnoeunlticdo voeeh ¥ dt he Code of Co
t hatadbarsitsheofmainmglrement ati on,
dat a

treat ment of apido el
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woul d consider the approach acco
fact that nihrec-lCpked.i s p
201|0On page 12 it is stated that ndit 9 Although there is no description in this Code of Conduct as you pointed
data providers to clarify where the company will confirm the accuracy of out, Principle 6 has been altered as follows.
the data that serves as the basi
not be possiblef or ESG evaluation and dal P34Prinmriple
accuracyo of the wunderl ying dat a| Whenacompany subjectto evaluation raises important or reasonable When a company subject to eval uat
company. Rather we suggest that they be asked to disclose the source issues about the information source of evaluation and data, subject to i ssues about the information sou
and whether / how it has been evaluated by the provider. its own evaluation methodologies and customer service policies, taking its own evaluation methodol ogi es
timely and appropriate measures such as allowing the company to at timely and appropriatagmehsucemp |
least eonfirm-assess the accuracy of the underlying important data and | e ;esotnfaisrsneshse accuracy of the und
correcting errors if any. correcting errors if any.
202 | Principle 17 Securing Quality 1 As you pointed out, in order to secure quality, governance systems,

ARESG e\
dat a t

t hat
ensure the quality of ESGe v al uati on

fPrinciple 1 provides
and
despite the implementation Guidelines, it is unclear what is meant by
and woul d

Afensureo how providers

are based on disclosure (or lack of disclosure) by rated companies.

fWealso believe that using the word
mi sl eading that the information |
may not have been. We would sugg/
Afestablish measures to swafuaioharar d
data they provided. Alternativel)

evaluation and data providers should disclose how they assess the

quality of ESG information in the methodologies of the ESG evaluation

and data they provideo.

1 We have developed ESG data sets, analytics, and solutions in order to
meet changing regulatory and investor demand. We believe that all
providers of ESG ratings and data products should strive for the highest
possible level of quality in their ESG ratings and data products. A
competitive market for ESG ratings and data products will enable users

of these products to determine which providers meet the highest

standards.
fHowever, as we noted in the cont
Ratings & Data Ptgodushoul dhibegh me!

design and governance specifications of the ESG rating or data point at
the time of its production. High quality ESG ratings and data products

should result from high quality production practices, including robust

P18

ESG ESG —

data quality control, transparency of methodologies, management and
disclosure of potential conflicts of interest, and other matters are
important, and the descriptions in the Code of Conduct point out the
importance of ESG evaluation and date providers advancing such
efforts. To clarify these points, the following amendments have been
made.

P20 (Principle 1)
ESG evaluation and data providers should strive to ensure the quality
of ESG evaluation and data they provide.
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governance arrangements, data quality controls, methodological
transparency, as well as management and disclosure of any potential
conflicts of interest.

203 | Principle 17 Securing Quality 1 Including in the case of the issuer pay model, quality control of
1 Guideline 5 on page 19 states the following: evaluations and data by providers is an important issue, and therefore
AManaging ESG evaluation met hodol we believe that it is important to maintain the original text of Principle 1.
basis, checking or updating them regularly, and disclosing when the 9 Furthermore, in light with your comments, we have altered the text of
datais obtainedorupdat ed. 0 the Principle 1 as follows in order to illuminate that the purpose of this
9 For ESG rating services that are based on an issuer pay model, we P18 amendment is to clarify when the data is normally to be acquired and
believe that the disclosure should be the date when the ESG ratings ESG renewed.
are assigned and fAdisclosing whel
should be optional. This is because the ESG ratings are based on the P20 (Principle 1, Guideline 5)
most updated information available when the ESG ratings are Managing ESG evaluation meatloadol
assigned. In addition, issuers themselves are the primary data source contibasesus, checking or updating
in the issuer pay model. They provide information to the rating provider when itnipduatt al siusolbltyai ned oy uhedatpe d
throughout the assessment process as required. Therefore, concerns
regarding outdated information when determining an ESG rating does
not apply in the issuer pay model as it is the issuer itself that is
delivering it directly to the rating provider.
204 | 1 While we understand that the Code of Conduct is not aimed at users, it ESG MTAs youedpoti htfrom the viewpoint t

may also be helpful to include a reference under this Principle to the

due diligence expected to be done by investors and users of ESG

ratings and ESG data products. For instance, an explicit reference to

| OS CO6 smnirRrdation 7 which states that:

AMar ket participants coulehceoronsi |

gathering and reviewing information on the ESG ratings and data

products that they use in their
1 This due diligence, information gathering, and review by users could

include an understanding of what is being rated or assessed by the

product, how it is being rated or assessed as well as limitations and the

purposes for which the product is being used.

* |OSCO, Environmental, Social and Governance (ESG) Ratings and

Data Products Providers Final Report

ESG

to promote efforts to ensure the
Recommendations for I nvestors pr
understand the basic objectinmdsd:
sources and timing of the data u
consistency witbrotwhethaeweaslpeati a
evaluation and data that they ut
there is an unreagdgdreatlelveasl gEqgliilomit g
resul ts, i nvestors should hold a
the compani es.
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205 | Principle 3 - Ensuring Independence and Managing Conflicts of Interest Aln light with your comments, we have altered the Code as follows. We

1 Guideline 6 states the following: believe that basic elements such as the conflict of interest management
AFor an [sic], disclosing measur | system should be disclosed as described in Principles 1-3.
relationship with the company subject to ESG evaluation and data
provision does not affectt he eval uation to the P21 P26 (Principle 3, Guideline 6)

9 The IOSCO final report requires measures to be in place but does not For—an—&Essabbscshgngp maasuureced hat
recommend the disclosure of these measures. In addition, Guideline 1 — business reltahdomcsthgmppawinég ect t ¢
of Principle 3 already states that ESG rating and ESG data providers — evaluation and data provision do¢
should: compaxmynpani es
Aftake necessary measures such as
effective policies to avoid, or appropriately manage and reduce the risk
of, the conflict of interest.

1 In order to avoid duplication and burdensome reporting we would
suggest removing Guideline 6 or merging it into Guideline 1 of Principle
3.

206 | Principle 3 - Ensuring Independence and Managing Conflicts of Interest 9 The referred Principle and Guideline is meant to point out that the

1 Guideline 7 states the following: management of conflict of interest with evaluated companies is
AFor t he i s s ue rcompangation® deeelved wdmethe e particularly important in the case of the issuer pay model. However,
company subject to the evaluation, implementing more detailed considering that it is not necessarily easy to simply compare the
procedurestoavoi d conflicts of interes strictness of procedures among providers, the Code has been altered

1 We do not necessarily agree that one model | should be subject to P22 as follows.

Amored or | ess det ai | ethkir usiness matlel.r |

Providers should be subject to the same minimum expectations in this P26 (Principle 3, Guideline 7)

regard regardless of model. We would therefore suggest removing the P22 implementing mere detailed procedures to avoid conflicts of interests.

word fimoreo from this Guideline.
P27 (Principle 3, Concept)
For this reason, it mossdeempbdDltednp
s u c hstarsisd trfeirctewal | s (e. g. separ at
evaluation and sales) or requiri
committee in indiwvarmduwtalhe esrnbartiib

207 | Principle 4 7 Ensuring Transparency (philosophy) (basic approach) 1 In response to the comments received, we have altered the word

1 Principle 4 states that:
AESG evaluation and data providel
transparency is an essential and prioritized issue, and publicly clarify
their philosophy in providing services, such as the purpose, approach,
andbasi ¢ met hodol ogy of evaluations

fWe believe that Aintentiond or 1j;
word to use in this Principle thj

also be changed in Guideline 2 of Principle 4 which provides for

Aphil osophyo to fibasic approacho
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i di sng thephilosophy for providing services, including the purpose,
concept, and basic methodol ogy o
Aphil osophyd should be replaced
also be recognized that the original intent of the ESG rating or data
provider may not correspond to all of the use cases of the rating or data

1
\

by users.
208 | Principle 57 Confidentiality Engagment Letters 1 Itis not necessarily clear what the Engagment Letters you mentioned,
fGuidelines 1 and 2 refers to AEsI 28 ESG but as indicated in footnote 28, we believe that individual
the policies and procedureso. We communication between ESG evaluation/data providers and customers
procedures relating to the handling of non-confidential information may could also be one form of disclosure.
be stipulated in the Engagement Letters for specific ESG rating or data
services. It would be useful to add a sentence to these guidelines
specifying that this level of bilateral disclosure can be considered as
meeting the disclosure elements of the Guidelines.
209 | Principle 6 1 Communication With Companies 1 We believe that corporate sustainability disclosure is important from the
1 We welcome that there is a section with recommendations on perspective of maintaining and improving corporate value over the
communications with companies. As IOSCO points out in the medium to long term. Based on the report of the Disclosure Working
Consultation Report on ESG Ratings and Data Products, sourcing high Group of the Financial System Council (June 2022), the FSA is
quality corporate disclosure remains a challenge for both preparers and proceeding with disclosure system reforms such as creating a new
users of ESG information, including ESG rating and data providers. We SSBJ section to provide sustainability information in an integrated manner in
wel come | OSCOO6s r ecommbéjectt@BSG mtng f | (ISSB) companydéds Annual Securities Repo
and data provider products to streamline their disclosure practices.*1 that it is also important to ensure international comparability, Japan is
1 In assessing the market for ESG ratings and data provision it is SSBJ ISSB actively participating in discussions toward establishing international

important to take account of the fact that ESG data and ratings services
depend on the quality of corporate disclosures available to all
stakeholders generally. Many of the questions about the reliability and
comparability of ESG scores and ratings stem from a lack of
standardised non-financial disclosure by companies.

1 Many of the questions raised about reliability and comparability of ESG
scores and ratings stem from a lack of standardised ESG disclosure by
companies. We believe that measures designed to improve corporate
disclosure will help ensure that ESG ratings, data, and research
providers have access to a higher quality and more consistent baseline
of information for their analysis.

fFor exampl e, | OSCO has found t ha
i nformation at the | evel of <corp
obstacle for all actors to perform ESG analysis. IOSCO also found that
Athe | ack of st and a rlasiureséherefavenmpacts
the quality and availability of information that can be used by ESG

1

standards at ISSB and other organizations, while collecting opinions in
Japan, mainly through the Sustainability Standards Boards of Japan
(SSBJ). Going forward, SSBJ plans to proceed with discussions on
specific contents of sustainability disclosure in Japan, taking into
account discussions by the ISSB.
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ratings and dat a 2ZComsidtencwittsthisdfindimg; i d |
| OSCO concludes in a separate re]
improve the consistency, comparability, and reliability of sustainability

r e por B\Weaagrée with these conclusions.

1 We believe that it is important for corporate disclosure to be
comparable, reliable, regular, relevant, and accessible. We believe that
measures designed to improve corporate disclosure will help ensure
that ESG data and research providers have access to a higher quality
baseline of information for their analysis.

9 The differences between ESG information and financial information
should also be recognised, including the current challenges due to lack
of standardised corporate disclosure.

*1 I0SCO, Environmental, Social and Governance (ESG) Ratings and
Data Products Providers, Consultation Report, 26 July 2021
*2 I0SCO, Environmental, Social and Governance (ESG) Ratings and
Data Products Providers, Consultation Report, 26 July 2021

*3 I0SCO, Press Release, 24 February 2021
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