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16 | - Would it be possible to separate section for ESG Evaluation and Data | - T—2IZDWVTI&, AXZE P10 O REFIZFRDHTEARMLGZEZ AFICE | - The "Basic Concepts" on page 11 of the Code of Conduct stipulates
Providers, as these 2 players have different goals / approach & scope WT. BET—EDRE - - ZOMDBFROMAMEITIZEITIE. — that since data proceeded by providers has a wide range of estimation
of work? [CHEETFIRICIEAHY . FEICE O TIERERFITRIBEZAE LS E L TEE methodologies and investors may misunderstand the data depending

EDRHIEMND, RITHREDHNRETEIEFRELTWET F-. & on the estimation methodology and presentation method, data

FRHETE. T—2EHBIE—ATIRESN S LLE<EELHEICR elements should be covered by the Code of Conduct. The Technical

FIEILIEERERZTHEWEDERLH LA TT, 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.

17 | - P.8 —you discuss communication with market players where mention - BN AL, ESG FHii - T —2 12 ## I & BRI % (non-governmental | - The point you asked is in reference to communication between ESG
private companies. It would be helpful if you could provide some enterprises) EDEINIAZ2 =4S —L 3 % FBEITH N -EEE TT . ESG & evaluation/data providers and non-governmental enterprises. Although
examples of communication with private companies, as in some cases - T —2IRHEME L ELNDIZ A= —L a3V DEAKRMLBEY AL, &4 |  we believe that each provider would determine their approach in their
it is a challenging task to do. NESEIEIXROTTERELTLKEDEEZTWETA, IREI6 (£%& | ingenuity with respect to communication with companies, providers

DAZ2=7—230) JICEBEDOESY . FIZIE, RIS URMEADRE may, for example, provide feedback with evaluated companies on their
Pt LD HEFEDTA— RNV IEITITELRENEBZONET, ESG issues or comparison with other companies, as stated in "Principle
6 (Communication With Companies)".

18 | - P.9 — I think it will benefit all players if companies provide sufficient - RITENRER(L, FMEMAEEICEBREZEUL T, BRIMEAIZETIX, 3REE | - This Code of Conduct calls for endorsement of ESG evaluation and
(“detailed”) explanation of reasons they do not comply with a particular DFERA-IEHEZERETSH . EHELEVMSGEICIE,. ZDERZERAT ALY | data providers, and the organizations supporting the Code will either
item. BV TSAFT - TORTLAV IDFEITHBZEELTLET, comply with the principles and guidelines of the Code, or explain the
“We don’t comply since we don’t operate in this region” — it looks - EELGWMEEDERICOVTIE, SOSLEARTEREO T EEZHFA T, reasons why they do not comply with a particular principle or guideline.
sufficient; however, company might have presence there in form of FZEMEHEAZEICH T, CHBOESY D HIY BT EEBAZITIZEM | - When not implementing certain aspects of the Code, each ESG
subsidiary where their share is only 10%, or one of their Supplier is HfFsnEzd, evaluation and data provider is expected to provide an easy-to-
located there. In such case, should they mention it in the comment? understand and sufficient explanation of its rationale based on the

purpose of this Code of Conduct.

19 | - p.31 — about confidentiality. ATEREICEEHEOERY . TEDTHERELZREAT. BOMOAEELT | - As stated in the Code of Conduct, we understand that many ESG

There is concern that for some ESG evaluation companies may get
non-public information and it will impact evaluation (it may favor
companies that provide information using non-public resources), while it
will not be received from other companies. Hence, it may lead to not
appropriate / fair final evaluation score.

ERRBEREAFLENLLET HHAEBEFLZVEDERMLTVET
A REIBISENT, FHEHEEARXRBICRL TELARBREIRG T 515
BICE, B FBRERETD-ODFHE-FHREZED . AT-ERT S
EFEDHEBEZMANEEERELTLET,

- FD LT, ELRBHREMOERHBICHA I IEADFTHERFICILETLSE

WFIRHEREEOBRRAIERLZZON, CORTHAEILTH-OLUTD
EBYBELEY,

P23 —7. FHiiE B M EIEIChH =2 TLSI5E0EM THHEE . XILE
A OERRFIBEFICESEMN S MEE (L, 5l FRLETMEHEAESZ

DELEOHFERMAEIKREAGY  BEMICIEFIZERNELD
BEINDBLEIIENEZOND, £, FHEFICRLBEHRZMOY—E

RICEATRIGECIE EREEICMZ T, FIFHEROBE AL OLEHIZE
BENRELLDS,

evaluation and data providers have adopted their policy of not obtaining
non-public information in light of the company's confidentiality
obligations, etc. However, Principle 5 provides that when ESG
evaluation and data providers acquire non-public information in the
course of business, they should take necessary measures such as:
establishing, disclosing and implementing the policies and procedures
to protect such information.

- On that basis, it is considered important to have a perspective of

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.

P27 On the other hand, when the evaluation items are diverse or
complex, or when there are many aspects-such-as relying on individual
qualitative judgments, then the discretion of the institutions or




employees involved in the evaluation relatively increases and it
potentially raises the risk of conflicts of interest. Also, when using

information related to evaluation for other services, it is necessary to

pay particular attention from the viewpoint of managing conflicts of

interest, in addition to confidentiality treatments.

20 | - General — language of information. C BEROBEIBEMLOEERNDLTLELASHATHYEEAN, EOLS4IER | - Although the meaning of “priority” you referred is not necessarily clear,
Is there any priority (Local vs English)? What would happen and what BEASIERZEZAFLEEZTOMI BT MEEZFDOREIXRDTTITH we believe that the source of information to be obtained and evaluated
ESG Evaluation and Data Providers should do if translation (to English, | 153D EEZTWVET, ZD LT, RTEIREIEEH D EEY . ESG 5T is determined based on the ingenuity of each ESG evaluation and data
for instance) does not match with original language? fffi- 7 —2REEBEN T —RF LRI T HEICRYDH L LV STIHFEERR provider. Based on this, as stated in the Code of Conduct, basically the
FIE, ERMIZIZDEARTITZT—EDEICDOLTIE—FMICITRZEIZ | quality of data disclosed by a company is primarily dependent on the
WHLDEEZONFT, company, except for cases where there is an error when the ESG
evaluation and data provider transcribes the data disclosed by a
company.
21 |- ESG FHifi- 7 — RO IOV TIL, HEFIID I, BRIE | - RNTERE(L. ESG BEMLKT 5FTEEUNSFHEHEMEZFIZD
THEICETHEDLEERFEL TS, HELY, BRETHEBS SISO WT. BFHEMEOCEHAEOHER. FAIZEROEEZFOREERTLNDTT,
WTHITERBEORRELTESD  BZRSAICHLERAINLSLSREA-1EE | - ZOH. LWHRSERIETHEMERHTHoTH. P10 ICTEH SR RE
FHBIET RETIEARLD, EDOIERNGEZ A ICEBRT HEEICIERTHREDFUNTORER
LBEDTY,
BB BRETEESHZSTHBERERMAIT Y —ERREHEIIONT
(X RF2T—FIyT-a—F(REI8) IZEWLNT, AVRRIMAVIFI—U %
ARO#EEM LD SN S, FIZEE RO LEICBE T AHIZfEFRMED
BRENBIFONTNDEIATT,
22 |- BRARELTHARINSGZLEZRTEIR TERREDRA-IEHDOER | - RNTERE L ZRFITEIE—RICHIEERH D LD TG, L

LEWMEEDTIRTLAVORBRUVETRERICOVWTIRHENLTHTR
FARETHAIEZHARLEE -\ MA T, I—RL— INFURBREED
FOIGMTIA—VREERL. ATRERT CEBREATRET LY,

[Z.REDBEICERLINEZITANDSEDRB(AR)EFEUMNT. 2
ANBBEICEWNTIE REDERE -5 EEHET o0 EELLGVNVEE
21X, ZNZNDRA- B ERELEVZOEBEZHRAT LI LVHP SO
VIS AT TORTLAV IDFEIZEO>TVET,

TTZHORTLAV 1Z T35 8 DEKMNEAEICOVWTIE,. RAIER(TUY

DTNA=R)IZEDEMYFED-IEH THDILERFEA T, BEHEHES
ENRE-TRDOTTRIATDIIDEZEZTVET A, A FIZE-THEAI
BEOEHOIER ZEDEFRAAEEHESBRERMTHMNYDOT LR
TITOCENEEICEDEZZFT,

- F- HREOHRFRUNZERT DHEITOVTH, AHAFITETRRBEUE

$OEE S LORANTEFRRNBRTES LS. SHYLTOBHE
ASCENBELEZTVETS,




23 |- P17 23 DAERICEBVWTUTRE L HHH . RITEREDMENTFHEAD | - EFIDFETIL. ESG §HMli- T— 2R MR C L O BAMEDERNEET
BRAROATHE I THSECAH, — MR ERICARESN TEEICRRE HHEERMRIZ. TORERDHYAIZOLWTIE., BIZ IEFHEERZOLD
NEWEEE) ICHLTOAFMICATT AL ETAETHY, BKIR | ZHEBFCHENREEDOAITLMMRELTVVEMEELE  RIBTEHH—
(XHIBRT <&, EXDHHUEEETIVENELTRFADIDELHLLE DN H T

LIATY,
23 RITENREICHE VLT, TBRIEHDEEITDOVTIE. DxTHAMI&D | - BEEFRITOVTIE, IHLIEHERFEALOTT A, FHERIREELE
— R ARFELZEARNICERZBISEVNVTOSA IREITHIY—EXOFAE | 03227 —avOEFEERICOVNTEBEEAZLEDLE KD, HlRDEE
DS, FROMEME O —ERXFRITRIMMUMEFLRFEAT. B | BELUTOEBYBELET,
BDFIE T, fIZIEEFOTENREEDOHRATTEHIEN, REICE
BHERTBIELEFND P18 ZBEDFIM T, FIZA TBEE. BE. LRUFE I REXDA#IZH
~IAHIE

24 | - ESG i - T —IREMERE L. DELBEYGEIZA= S —2a F KT S | - ESG FHll- T —AREEELAE OIS =3V D ERNGEY A
5. RA 6.ICEEEH LN, BIFOERERLLTE. REOFELSEETANLN X, ZEHHABSEIEIROTTERELTLKEDEEZTVET A, ST
BWMGEHZNIEND, RITEREICMMEL T, SRTICHABROZRIT | ELTH. RTHRENDRBERHLEHIT. BEMICRTEDELLEY
TIEEW MAT, XRRFAREZECEBC LICEMICRERHZEE BREET>TENYET,

WY A H ORERRIBIE - RECHHTIEERL, - FHEMBEFICEISIRITHREDOZ(FANIKRELLIZ HRAGEET H1E
MELUTELTRIDITAHILLEL. TDEELNRXITER L LG TH
SEBLTLVET,

25 |- EDRRETIITOVWT, BERMVBATLHERT 2OV TEH, EA | - EMSHEETEH. VYT —EX(E, £%IZ ESG BEDEE
FZDEBED-OICERAENTTNSILLRBHIRERIEEEZD . T | AIBRIROETEEAREZRLIB AN EEZNHI—H. —fiwELT
DERVFHEEEOIU Y IL T Y —ERIZK VbR TS RIZDLY FBEHRICRIFENBEFLEZIERHEL. FICHETRY—ERZHE
TlE. RABIZESHONTWRLULDIVHIILTATH—E ZD BRI TIRETEIEEICHEVTIE, FHEFROBFRICHz> T, FIFMERHLD
NBIZOVWTZDERARRLEO THRINSIENEZELLY, ODHREHE T, KYEHERLRRAVETHSIEERBLTLET,

- Ffz A BETE. FHEEEEAOFERIZHEEDED B EMEREAIC
&5EDTHY . HL-RHRIREHZEICFHEEEZF T —EXRZRELT
WBEDTHAHACEN S, RELXZEOTIGEERDOERICDOLEMN DL, &t
DEIEIROTTEEADT(—RN\VIEEITSENEZONDEET
ELTUWET,

26 |- ESG AU A —2HWVTIE, EITH T 5 ESGEHEZ L LITIRERD | - ERFERISOVTIE, DETMEZEICHERFLLTHRT AN —HEM
ERE RO ESG #&FH1ET>TVNEAT—REH D, TDIHEITHESLD ERMLTEY . RIRICRHIEHITHON D ENRFINDIEDEEZFET,
RECERERIEETOTLAMNICDOVNTERIRESNSIENEFEL
LYo

27 |- BERICHTBIIREICOVT BERDNAUNDRATITIFHBIZOLTHY | - CHEBEOBRERAITORE L. HRERICEVWTEHEICHRAIEARNLGEZ

AERALHITHIENEFTLNNESNTNDA, B - ERBFRAIZE TS
FHEICDOVWTIREREDI VT VAV EURBEFBORRTHY . %
BHWISERSNDHBD/I/N\ID—D2THAHCEMN L. [L—RIZAEH
FRITFESHGN, — A REEER. BEICHLTIIHEDRIZKE
ENIRESN TS T —ANKF ERBHL TS,

AEALMNICTHIENDEZMZHERLTLDLOTHY. D REHAREIL
FTEES UTDESYEBIELET,

P34 BRERIF. 7IT4TERIZEITHBLDREHIE®, /v TER
TEELTHIEHDEEFITENT, EDKIIZESG FHli-T—4%%F A




- BERDODRAF1T—FOyvTFEHOBRAMEZRIETHECFIRET HH.

HERYM - TRICA B TRRAGENGIENERETH D, T
T17HEDHZE L TDIZEHIMIC ESG FHEA Y AFEN TS5,
FTRHXTEREICIDIRNDETHAELEHELSINDHIENEFEL
LY,

LTWWSDOMNIDWTHREKRMGEZA. BEAMIZIE, (FBR) [2DULVT,
FRTRETHD

28 |- REICHTHIREICDOLNT, ESG 1HIR. A FFRICEATHERRANF | - RITEBRETIE. DXOFRMATOEZEMZIERHEL. RXICLEOMNY 5
TRIEARPRTRIMSIVITEE0) ARREICRESNA TGO, BEWMA WHATROEEFZRELTVET,
FRARNMTHhN TS, TORTIHRHFBREBEZI1DIENTELDIELE | - Tz, SNITLEFEST . EMBER T RIO—v—T—F25 -5 )L—T
FREORTRICHT HIV—RETRICENTHREICRSN., LG %S [CBITAMEE (RE6 ) ZHFAT. ABASFBEETYHRATFE) T
KORATREREIEDIIELLGNEER D, LG ELADERFTERE BERE—AMICIRE T DO DREEHREFHRTHILLTIFEDOFIENRE
£ B=BICIE. FA— N LEELEHL-EERTRANED SN, & EEOHTVET, Tz, EEHG LR ATREMEZRRTILLEELOR M
EMES\o1- ESG 1EHRERAT T REMNAREICHATRATERINSGZE | 122 T. HAEELT. HRTFEYT(REFTE L (SSBI) #HLICERN
DNEETHY. TORANBERINDIENEFELL, DERZEHNLOD. EBEYRTFEYTAEEEEZL(ISSB)EFTHEK
MR EREICM B RICIEBMICSELTWSECATT  F2. &
%.SSBJIZHLVT. ISSB DiEMBLBEEZ DD KABEDYRTFE T4
FARODERHABDREADEDONDSFETT .
29 | - H{lE 8 ICTFEEMEBMETHREKESLY,  CHREBEBEATUTOESYIBELEL,
8 HAETH. RIREICEITDT -V RURDRTXZERTET. XENDE | P3IHAETE REAICB TR RORTRIEBET. XED
HELT. BRDI T =V RURHAR AU INDERKRIZONT FHE | EHRELT. BRDI T —VRURAAIRFAU INDERAKRIZDONT, 5F
BEEN ST MERLIENDELINTIND, £z, FO—/\LTHIHET MR E NI B A ENRBELINTINS, EEMICEH. HIX (ERIE
. RIER A= 7FIT(CBND T ) =207 ATV RARBEEFIELHY BHEA=—T7FI(CBNIZKBEILLE. BERDH RGBT EICHS LV TEH
RE S EPEEABE C LA SRUBER R EER U ES ST EE(2YY /S HEIE QA FERA SN TS
)T BRI D, T7A T REFTRR UV ERTEROBEAICE T
BLEoTLNVS,
30 |- RIESG FHMEDFEA D FHEDNRITFIE D 4 DDEVHSPPSNYEL | - THEEEZREAT. UTOESBYBELELS:,
1= EFIBML T, GBP (MM EREHEER ) #5852 L& THREIKIZELY,
RRNICHEMZREHTIDE. XEEDNTFVADBAMNLBE Y TIEALE P14 ESG EAEFED &5 DLVTIE. ICMATGuidelines for Green,
BEAFTEELTEIATHILT. RAF/FABENL MO R SAED Social and Sustainability Bonds External Review | THEARMIZRH D
MEREELKERIECCENEELEZFT, BE{1-oTL\%
31 |- TBETIEFESRLGRIAET HELTREIZEV BEVFEAFERRET |- THEBZEEABELEL,

BHELVIERTEZLGREANDRELEZIREZELY,




32

- We welcome the opportunity to provide comments on the Code of

Conduct for ESG Evaluation and Data Providers (Draft) proposed by
the Financial Services Agency of Japan on 12 July 2022.

- We propose that ICMA’s voluntary guidance, represented by the

Guidelines for Green, Social, Sustainability and Sustainability-Linked
Bonds External Reviews and the Guidelines for Green, Social,
Sustainability and Sustainability-Linked Bonds’ Impact Reporting
Databases, be listed as reference documents for ESG-related bonds
indicated on page 15 (page 13 for Japanese version) of the draft Code
of Conduct for ESG Evaluation and Data Providers.

- CHRWMEREATBIELEL.

- We have altered the Code in light of your comments.

33

- Whilst we understand it is a Code of Conduct, not a specific

methodology or guideline, we would still like to express a worry over
lack of certain details, especially in regards to indicating best practices,
methodologies, and reference sources.

- It would be good to consider what initiatives/methodologies the Code

could endorse (open-ended of course), so decision makers do not have
to face difficult methodological decisions without understanding best
practice examples. In our case, if the methodologies which would be
recommended as best practice were not aligned with our methodology,
then we would internally review our approach to suit the code of
conduct. We believe that this would push for greater methodological
scrutiny and offer a starting point, however we understand the principal-
based approach over recommending specific actions.

- Following from that logic, the comments re: specific principles - to be

taken with a grain of salt as we understand the limitations and the
approach of the Code.

- “In summary, the Code of Conduct is positioned as such that each

market participant would decide appropriate ways to implement the
"Principles" and "Guidelines" according to their unique situation,
considering contents covered in the "Concepts". “// While flexibility is
appreciated, lack of clear reporting structure and methodology opens
the door to interpretation and thus greenwashing.

- AITENREE (L. ESG i - T —HREHEEN TN DORIEIXRZRL. F

= FRMBE SR RAET LDELFISHLTHREREAEREIND S,
RAIER(TYoOTIR—X) TRl . ERMGEERDHY AL, B8
AELOY—ER-TMBRFICHELTRETEHIDELTLET,

- ZO LT, FHEHEAZIARITHREOBEZE KLY LCGEREL. READFE

RICAFT=BELLGEHHDELLIRHGEEDH T, BigrIRiRERBEL
DELGREHZEIT>TENYET,

- The Code of Conduct is principles-based, encouraging providers’ own
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.

- On that basis, we will continuously monitor the situation and make
necessary considerations, including further responses to enable ESG
evaluation and data providers to better understand the purpose of the
Code of Conduct and to enhance their initiatives.

34

- “Even if an organization endorses the Code of Conduct, it does not

mean that all principles and guidelines must be uniformly complied with
by the organization. However, when the endorsing organization would
not be implementing certain aspects of the Code, the organization
should make an effort to explain the reason, so that investors and
companies may understand its rationale.” // As with all "code of

- RATEREL ERFICEDE—RITHIEERD DD T, REE

E(TUDVTNAR=R)[ZEDE EHBICREBOBEITBRLINERZ(T
ANBSEDRB(AR)EFUNFTEEDEL>TVET,

- ATERBICLEHDELY . HEEBR-ZANDOKKISONTIL, E7b

FIZEVWT—EMEDOH IR TARETICEELTEY. IOLIEARPER
BDORRICEOTIGHEDRIEEZEBEL T, ENMEOERZRH>TLEDE
EZATVET,

- 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.

- As stated in the Code of Conduct, the FSA will publish the status of
endorsement in a comprehensive manner. We believe that the

10




conduct" and "company policy" documents, as there is no accountability
nor enforceability, it does not carry much weight in actions.

effectiveness of the Code will be ensured through the exercise of
market discipline through such publication and disclosure by each

provider.

35 | - We want to highlight that it is very important to recognise the human - CHRBOLBY . EFAMDOBRITEELEZTLET, - As you pointed out, we believe that it is important to develop
resource element, including training and personal capabilities, and as professional human resources.
such welcome the prominence of Principle #2.

36 | “Principle 1 (Securing Quality) ESG evaluation and data providers should | -Z5HfED EEBY . EEMHERZRHIBERDEDOTFYMN L. HXTFE |- Asyou pointed out, there is a growing trend in Japan and overseas for

ensure the quality of ESG evaluation and data they provide. DTAERICOVT. EENEETRIZZ(THBETHANTRELNDDH | companies to receive guarantees on sustainability information on a
Y, BEEE-RIIEEEES (AASB) ICEWTH, RIIEFODEE(ICD voluntary basis as investors demand greater reliability, and we
- The basic procedures necessary for this purpose should be WTERMDMTHONTLSEDERIMLTWVET , hAEIZHITHPRXTFE |  understand that the International Audit and Assurance Standards Board
established. “ // Should include discussion on importance of third-party DT A1ERICKTHRIEDHYHFIZDONTIE, EMBZ LT RUO0—T v (IAASB) is also discussing standards for assurance on sustainability
assurance and verification. ESG market should place higher priority on — =X 5 L—TIZEWT, RELDATHREGTSZ Y RTFE)T4B~E | reporting. The Disclosure Working Group of the Financial System
third-party verified numbers over self-reported ones and the Code does | #MDKRELCERNDEIRMZEHEFEZ DD, FHIMICKRHAZEDTLEET, 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 | - With regard to "Furthermore, companies subject to evaluation make - CHEEOEEY . REICEEIA MY OTVVERBIRIIEETHY. R1TER | - As you pointed out, it is important for companies to disclose information
various efforts for disclosure improvement, and an evaluation made a FIZHBWTEHEINITRDIREEZEYIAATNSEZATT, in an easy-to-understand manner, and the Code of Conduct includes
year ago may not necessarily still be applicable today. From this recommendations on this matter.
perspective, it is important to disclose the date of the evaluation and
when the data that serves as the basis for the evaluation is used or
updated". // Our data collection process occurs on an annual basis e.g.
collecting financial year end in 2021 in calendar year 2022. Even
though we try and collect restated figures as best as possible, this is
still on an ad hoc basis. Restated figures should be in a new column
within the GHG inventory with the data disclosed in the previous year
side by side to help improve transparency. This could be part of the
recommendations to companies.

38 |- On “Principle 3 (Ensuring Independence and Managing Conflicts of C—HEEREL T, TR MBEENS T —AONBZFIT DL TREEZZIT4HZ | - In general, when a provider discloses to its customers that it will receive
Interest)” // We would recommend adding the need to ensure that data LEBEICHATIDEAICIE. RIADE=ZFMHEHERL. RITBEENE= a guarantee on the contents of data, it is expected that the third-party
verifier/assurer/certifier and the entity collecting/aggregating the data FBHEITONWTRBEZACCEDNLBVWLSIBETHIENHFINDIEDEEZ |  nature of the guarantee will be ensured or that the provider will be
are not in conflict of interest or are not the same entity. 9, careful not to mislead its customers as to the third-party nature.

39 | - From recommendations to companies, “3. Companies should disclose |- CHEHEEHBEIUTOESYEBIELET, - In light of your comments, we have altered the Code as follows:

a contact point for responding to inquiries from ESG evaluation and
data providers regarding the company's strategy and policies.” //
Japanese companies are notorious for contact forms and telephone
numbers in lieu of e-mail addresses as a contact form, which disallows
dialogue (and e-mail contact facilitates easy communication).
Companies should consider setting up dedicated ESG e-mails and

P37 £XIF BF A=) TRLRADRFGE . BRND ESG FHli- T—43
RUEMBENSOEEDEEE- HEFICBHTIHGEICHIET SBAZHT
FRETHD

P43 Companies should disclose a contact point, such as e-mail

address, for responding to inquiries from domestic and foreign ESG

evaluation and data providers regarding the company's strategy and
policies.
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publishing their e-mail addresses. From our experience, we cannot
stress enough how difficult it is to contact Japanese companies via our
Corporate Engagement process as opposed to the rest of the world.

40 | - We are happy and ready to comply with first five principles of the Code | - AR{TENREIL., ZFHFICEIET—FITHIEERDBILDTIEHYELA - Although this Code of Conduct does not uniformly require actions of
of Conduct, which emphasize data quality and transparency, as well as M. ZHEREDLS57 ESG SHAENDEEMFRF A T, 18LL GRS parties concerned based on laws or regulations, based on the
addressing potential conflict of interests. These principles are crucial in 2. REDZANEFUNTTOELWNEEZTOET, importance of ESG evaluation as you pointed out, we would like to call
ensuring the long-term integrity of the ESG data/research industry and on a wide range of providers to endorse the Code.
it recommends making these principles mandatory. To provide clarity to
users and the public, we have made its own methodology transparent
on its website including its research approach, research scope
(including the definitions of the ESG risk factors analyzed for
companies), research process, and the algorithms behind the risk
scores companies receive. Together with that, we published sample
data and live code for users to customize their own ESG scores.

41 | - With respect to Principle Six, we are unable to comply with its current - RITENREIL ., EABRTHIEREFALLZWNGEELESH . EEL ESG | - This Code of Conduct applies to a wide range of ESG evaluation and
content as it contradicts our methodology and business model. We take | FHli- T —42iR It #EE R ETHEDTT, data providers, including those that do not use information disclosed by
an outside-in approach to evaluating a company’s ESG exposure: we A RITEREL ESFICEOE—RICHEERDDBDTIEEL. & | companies.
intentionally ignore company self-disclosures and self-reporting. WEIC. REDBEICERLINEZITANDSEDRB (AR)EHEUH - On the other hand, this Code of Conduct does not uniformly require
Instead, we exclusively analyze a broad range of media and (T, ZANKEBEICEWNTIX, REOERA-F5HEERETHH . EEHELALY | actions of parties concerned based on laws or regulations, but is
stakeholder sources such as NGOs, governmental agencies, and think HEICIE. T EThOIRAI- S EEMLAVERHZHRBAT L VHh AT designed to be a voluntary code on a “comply or explain” basis, where
tanks using a rules-based, transparent methodology to identify risks IS AT THORTLAV IDFEIZEKBEDTY, the FSA calls for organizations to express their support for the Code via
and to assess how companies conduct their business on the ground. In | - 2D, FEBZEHETHHADEHFOERELLZWNEADHBIZDOLNT public announcement, and the organizations supporting the Code will
other words, we do not collect information about a company via 3, CHEEOKRLGRLED T, HFHEMEENECDRIEI XD T THR either comply with the principles and guidelines of the Code, or explain
questionnaires, or communicate with a company as part of its H-EETHIEDEEATLET, the reasons why they do not comply with a particular principle or
evaluation process, and a company cannot influence our evaluation or guideline.
score (as it is based on information external to the company). That - For this reason, with respect to how to comply with the Code, or how to
being said, companies can easily get in touch with us, e.g. via our explain the reasons for not complying with a particular item, including
website, to get more information on their data and scores we collect the points you have point out, we believe that each ESG evaluation and
and rate, and we are glad to explain the approach and methodology data provider would determine its approach based on its ingenuity.
behind its research.

- Furthermore, in its current, Principle Six does not differentiate between
Al-driven providers and more traditional, research driven providers. We
believe that Al technology should be a key consideration in the
guidance to comply with Principle Six.
42 |- BGATENATEYRTFHIILEMLTEHEL . MIKIRIBRELHITOoTLY |- EELGTERELTERYET,

2300, RIFEMMNEMN THEL Co2 Bk RELRERICIIHILI-H—
RoZa—rSLBRGE, BREETIARE ISh=Moe T, IR
YEISNDDIEPH TS, BRBFERESESHEITTY,
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43

- PIIBREEIC R ANRIE T o1 BB THoTh. £TOFE- 15kt —

BICEELGTNIXESENED TIEELA, EELEVLISEDERAIZD
WTIE, FHEZFIA T SR ERFCTEL Z (T HEEDIRILLVIERENFS
NBEELS. TERMNDELLGLHEZEZONSITDNT, ESG £Rt%FFHED %
RETHILEXRLTH5E. 05E. AEE. & (FBx->0—) TR
BROEHHEINRERTD, ITEREICDSFARICKYEHEMEAS LUZ DT
ZEIRERNVBEUVICEIRTEIRBEZEZALEN. RTHREDBED
WEDEEBZNIE LA IE B DA EFMDOR LT HETMERE D5
. MERTEMEENDEFERIENRDOONDGEEZEZDHNEE
A AV

- AATEREE(L. BFRD ESGERE., H R, A/\F U R) ITET HEFEAIRR

D5 —URURED ESG BHEE O ESG [TEHEL-FE DERHEZEIC
DNTIHEREUNE - RHL., FIEZEITSTESG - T —F 4R BEAEES 1% %t
KLTBEMDTT,

- ZTDLET . RE-RMEDHICRSY . TERE PEICHLELBEDLEEY . BEE

DHELFETTRHE RTFTHIEXRFESCHREEROER LY
ENEELEATVTEY,

44

- PMTRIREICRANRAZIToIEETHo>TH, ETORE - feEtE—

BICEELETNIXESENED TIEELA, EELEVLSEDERAIZD
WTI. FHliZFI A I SR ERFOFMZE Z (T 5L K DIRLVIEFEN G
NBELS. TRMNDELLGLHEEZONDIIDNT, FHEEREICK>T. 17
ENFREAVR O HAFII I HEB KR T ERLLHH . BRIKBAZLIZFFAIC
AHEBENITHONTVIDELH DD M, BERIRANSEFHIEHEICET S
)—RE3A LEDREITEINEDN, ERUTDEZ DA LT—TILER
nt=Ly,

C ATERREL. RO AEZAITHLDELTERE - DRI HLDT

EE

- BRIRADEHICOVNTIE, RAIER (TP TIUAR—R) ITE KT

BREDORMERFA T, FFHEREFICEVTENTNITRET LD
EEZTLETH, ERMTICEVTIR. AREFFR (23 F6A) &I
BRRRZIMYFEEDHDEZEZEZTVET,

- BE. FHEHEFORRMNGRBRELETANIL, KIECHRFHIREFEEE

IHEE, FHODEMMKRIZEY, HEOEEAH O THLRIEIZIF—
EDRMZEET S ELEZAONET . OLEGEICE. FIZK. SEROE
AP EORERID B REREICHA(TIRTLAU)THIELEZDL
NBHLDTHY. AXIZHISLEBEEERELTVET,

45

- PO-10T{TENREE DB RZEMFUHNTS ESG FHili- T—2 IR LR D E B

[CIRBERIGEEZAH 1ITDLNT, TESG FHil - 7 — 2R (4 BE 1 D EEFE D
EBARELT . RELTOHYA. Y—ERDREAZLGEITDVNTRENT
WEH, H—ERDEEN OV LHEREEZ D, Y—ERADABELTIE
ADEFERERFREL-EHE I DR H DA, RITARMT 54—
RIZ[FHRRIGERE A H D, ESG RE (L. #4123 DICKANTTREEE A D, 1.
EFRFEA - AARSA IR - BEL-RMEY—EX 2ERFRER-ACFS
12&SEITLMEY—EX 3 HMBTERSN-MEY —ERXTHS,
RER DS LV EDFFEHEROBIRICET 585, ITHRE~D
BERRANLEFNLEFMEHBREA TRV RS E DFEEZRLTHRLLY,

- RITHREGICEBDESY ., FHEDHBEMEOCHBELEDFA, HRET D

EMBEMDRRGE . ESG FHADERIZIIHRLLGLDNHEH—7 . il
[CH-O>TOERNGEZAZTALONIT HEE | KITERELICERYRAT
REERPABREHBETHEDERICIL ST, RBENY—E REFMRITE
YFEELEHTVET,

- CHEBEOFFEOR DI DONTE, CNIZE>TRAIZEERDEZE WA ELSD

DTREV—F . ENETLDOR L ->TEHEHEENRL LI5S (. 5T
MHEREFICH T, ZAMERD-IRELTIDRZHLMIZTHIENE
FLLELTWET,

46

- PEI () AITHREICHIBER 1 HEEARERLHEIOVT,

£737 ESG MiiE DM A%, ESG & - 7 — =Bt H R AE U ST 15258
RENBJIENRELE RS, ESG iHEiASTSFRA L - BlRh oS
NBZLDTHAELEREANT RERDEREICEVWTRIRShHREES
A% {TENRE D B W (IEHMEH B D BAMZ R L LIRE R EKEZE
BYNREATREAIREEE T AT ENERMT B EE NI 5, ESG Rl
BOREMEDERIIZTDHERTH D, MR AGHLED T TESE
ZRELTRY. ITHREICH T IRICLE—MICGoBNEDEF RN

- CHEEOLBY . RERFICLoTHHEDME CERMEZ A EFNHALHL

[CHBIENEETY  [THORTLAV1ZITIHE D BRI EIZDOL
T REER (TIVOLTIAR—R) [CEIEMYFED-IEHTHDHE
ERFEAT, FFHEREFLIBIZE - TXOTTRETHILDEZEZTVET
A RAFICESTRARUEHDIRE JenEFRR AN EREH KD EK
BTHOMYOTVRBEITICENERITRDHEEZFT,
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%, BERIKRFADOFELILTI3M DEEICLDN LI TIEEL BHR
DOFAEBER)MNFHEOMEZERELISZA TERETIENEET
HY. ZOHIHIZETA-ODITHRETHLI_LDEETREL T 1E
=L\ CNOZBAREICT 5L T, BEERRMATOFAICENTELEF
MIERDBEHESSIIOINBREEITHILIZDOHEMNY , FSITHIZOH

EF-MIGEARTITIZRITGEAD TG,

- F REOHRAEERTDHZEICONTE, AFICES>TIRAIKR VS

HDIERCLDEFMTETIKEN BB TESRS. 7MY TLERRAZ
TIITENEEEEATLET,

47

- P20TRAI 3 (CRIMEDHER-FZHERDOER) IISDOWNT, [RAISIXEH

RIS L DI RAE G L D ELDH LD, FHAKEA RV EDELEN
IR RN EZERL, ELSDFREREEETHEEROTL
BHEBLTLSNHRERZ LD,

- I EOREROFBAROBYGEEL, ESG FHli- T —2RMtORE

DIEEMZTERIHIERLLTEETHY., RAISTE, FHMEXRELGHE
XEFLOBEFRES SO MIMEHEAL., FIZmERICEYICHLTED LS.
EMILEHHEEDHINELEFERELTVET,

48

- BERAHEIZE1TH ESG §HiEi- T —2DFI AN B AL D DHHEIKIZ

#H . SHRERESNT- ESG i - T — 2R MBI R AHITBREIRSN
ERER~NDRS L. EEGBRERSAARIEOTVDESZAEY,
ESG &Hifi- T —2AFERE L THAHZEMND, FIFABETHLHERMEN. &7
EFERICH T HREIC DN TR EEEER DI &L, ESG §Hii- 7
—SDEDRLICETHEEZET,

- CHEOLSY . REREFTMEBADEFMEMEIEEZELEATEY. K

THRETHLNIRDERERYAATNEY,

49

- ERBEANEDEXSIZESG FHli- T —2EFALTLAD MO T, &

RHRBEZAERALHICT DL IRELEFRD ESG FHRATDRER
LR ERMLFETICET HEEAFTTH, BAMGIRE 212E#H I T
HEFRFHECOVTIE, RITERED BMICBOLTRE NI LB
TIREVWIENS, BEPKRDHON TN DERAICET HFHRAMA SN ST
ENEENFET,

C AITERETE, BEICEH>THIMHERDOBENEDSISBEX LD

RELE0IMNEARMIZIEFTHLIIDGNDFOH AL, RERD
FEDFAAEERATT OENERTHAEZHEBLTLET,

EREAICESBERFE OV TL BRERITHITSH ESG FHEi- T—42D

FIAO—BELT, BOAEDESLEE BT ESG FHEETL. 13 EH)
M CRIALTOAINIDNT, BIRT A LN BEEERATLVET.

50

- FBET—FTHS ESG FHRO LAY ZVERICELT, BAMIEEIC

BWT. FYBHAAEBIRORENHDHE, RIEAEL D TGN EE
E 8

- BEGCBRELTRYET,

51

- NGO [2&B ESG IZET 50X T 1220V TH, TDEEEDKESEE

HBHE, HARE - BEMNTILOTHNIL, HARTENRSNSGELVET
[FEVNNEEZFETS,

- RITHRETIL, ESG FHli- T — 2 DIREICIZERSN THRR G EHEAF

EL. ZNTNITHFEEREBLTWAILEERLISA T, BEFEN-EE
FIEANZESD . Y—ERARBEOEADEMRICHLT | EHICHTIIFESS
BIZFERZEFUEITOIHRETHELLTVET,

52

- ERICEHORBAMENGHNRTH S, AL A1 (REDFER) (S

BLT. REIDERE FEBETELH, 25X D ESG FHRDHATH., HMFEFE

HERLGY, + 2B H-AEFINTORGNRRIZEW T, 58 DR
MICEFEHEEFLEH00. BIL [BAFIFTHRAMEERY . LT
FLDTIHGELD, ( COTBRRRAF1T—FvT -0—FIDKRERI.
MRAIELTITE O S 1 EV RBARASN T =EEELTLND)

- BEGCERELTRYET . ATHRETE. £FZRL T, JFRLE

CRRAETILDEFIZHLTLRHMELEREINS LS. RAIEEH (T
DOTIA—=R)TREi L TLVET,

53

- REI2(AMOER) . RIS MEDHER-FIRHEROERE) X, EEMK

DEVREETHLTLEA, MBICRL TOFHEMEDIXFREAD
RELDLETIIGULD, FIZE, [REI3 HEEHEICTHEITISC ESG §¥ih-
TAY—EANEREEITIBAELANFHEFLTOBAZIVHTS

- AATENREE(L. ESG i - T —HREHBEEN TN DORIEIXRZRL. F

= FRMBE SR RAETLDEALFITH L THRERMEAEREINS S,
RAIER(TYOOTIAR—X) TRdL. ERMWTERDHYFH L. B#E
ABLDY—ER-TGFREICHELTRETHIDELTVETS,
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CE1EHBHN, ARMEFTHREMISHIEAH LV EEELH S EE DN
%o ARMEDREAN O KFFHEHBICLIF SN EL LTI RER
[CELTHRFBAELARGVLDEREZINS,

- F - ATEIEE T, —BC. BYASED T T REORERIZE T

BEAZEHONDLEE RERICESTH, BoDAHHFICHEIHIHE
BREHERITLTIKEDIC. EELELGDHEBZALNDSFLHERLTLS
ESAHTY,

54

- REIB(RFEDIAZA=T—2a) RS 3IE, I, ARBWDAIZEDIL

=5l (WO BEBEF RS T ZITo TS —RZEREL-LO LR DN,
ZDFSEHRICIL. FHEDFR GEAT T DR ORIIZERICEEL TH
DI D ELRETHHIERDNS,

- LALEDS, RN O[ZEZA]IEHEICENT, Y—ERD B, Y —

EXDMER. MMDARRLGE . BEDHYADKRLTHDIEHDLIIT. &
R ICH TR E -FHEDHYH IR L THAHAENRHLNTEY.,
BIZIE, Tor— MRAEANDEEIZE DV TEHEZTo TS 7 —X T,
AHEDEHRIREEXEFNToEIZETHY . sHEEERTICERISEHML
THRITHERFELGVLDERDNS,

- BRRGHE-FHEDHYANEHONTNESH T, BFRMAFITDHEEDE

BlZtEECIBIT AL ENNERTHAIDD K TRHFBEIBEM G L
f=h> T, RIEFHZ DV TIET ABHIEIRD A IEDUVFEHE (WL S8F
BT Z1ToTWAIHE IEHRE T 5. FEH TIEHAK[BEZAITOHITRIC
EEIHEFELTRETLFZE LY,

- RAIBIZDOWTIK, 7o —MZEDEFFHEEITIHEEEHTHRELNIS

ATV DEANSRLERREHEZEZTVETH., TOEMBDEERKIC
DNTIE. FEIEE (T TILA—R) [ZE DR ITHRE D 41 B
FAT, REHAEEFICBOVTEN T NIRRT HIDEZEZTULET,

55

- We welcome the opportunity to comment on the draft Code of Conduct

for ESG Evaluation and Data Providers (CoC) and want to thank the
FSA for organising a constructive dialogue between all relevant
stakeholders prior the publication of the CoC. Sustainable investing and
understanding sustainable business practices are integral to our
mission of empowering investor success. We support investors around
the world with the development and implementation of responsible
investment strategies.

- After a first wave of regulation focusing on greenwashing and asset-

manager disclosures, policymakers are now contemplating
promulgating standards for ESG rating providers. In our view, this new
focus on ESG ratings providers reflects market reality. ESG ratings are
playing an ever-increasing role in fund flows and are now an integral
part of investing. Provided that these new standards are well calibrated,
we believe new regulatory expectations such as the proposed CoC
represent an opportunity to inspire greater investor confidence in ESG
ratings, while fostering innovation and encouraging a diversity of ESG
methodologies and opinions.

56

- The principles-based approach the FSA proposes for the CoC would

set an appropriate minimum floor of conduct, while generally providing

- CHRBOEBYESG §Hii- T —2ATIHERTEEEDOH ST THAS

NBHTEFEETHAHAEZATHEY . ATHHED BRI OFUMNTOER
RRDEYFLEDGE | BIEHERMEEDTOELNEEFEATVETS,

- 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 ratings providers. We view this as a floor not
a ceiling as investors using these ratings would still be able to ask
raters to go beyond the CoC. We believe this principles-based
approach will improve the availability and quality of ESG ratings for

investors.
57 | Further international harmonization. - CHREBOLBY . BIEEHEA TH—ERRENTTHNS ESG Ffi-7—4 | - As you pointed out, given the characteristics of ESG evaluation and
- Setting principles that align with the IOSCO recommendations will DEFMEBEFANL, SIS EEERREHEE (10SCO) HREL-EEML data, which enable cross-border provision of services, it is important for
facilitate harmonization of expectations and practices around the world, [RAIZBFEZ DD, FEICEVLTHFADEN =X IEEED TLKIEIFEE | each country to promote coordinated responses based on the
and we support the FSA for taking this approach for most of the THHEBZTVET, international principles established by IOSCO.
proposed CoC. The interests of various market participants will be - IOSCO [ZHEWTIE. EF 11 AICKEL-ERBEEDOWEZIRELLEE | - 10SCO is in the process of engaging in dialogue with a wide range of
served more effectively if the regulatory frameworks in different REISRBSEEELS, iHAMRE - X - REREDELVBEREEDOREE | stakeholders, including evaluation providers, companies, and investors,
jurisdictions do not diverge from one another materially. In contrast, FORMAEEDTNSEIATI A BRIBLEEL DD, BB in order to disseminate the intent of the final report formulated in
more specific divergent local rules would result in a long list of IOSCO IZHTHEMICTSMLTELWETS, November last year to a wide range of stakeholders. We will actively
potentially inconsistent provisions ESG raters would need to consider in participate in discussions at IOSCO in cooperation with the relevant
concert. In the event of major regulatory divergence, ESG rating authorities, including further cooperation between authorities.
providers would face a complex puzzle of rules to consider, which may
even contradict each other. Ultimately, such an outcome will impede
innovation, entrench incumbent ratings providers who can cope with the
divergences, and impede investors’ access to, and understanding of,
ESG ratings.
58 | Promote diversity in opinions. - CHREBOLBY ., SHLHEOB M- FEEEZEELODOIMENEMR L | - As you pointed out, we believe that it is important to improve the quality
- In our view, the Technical Committee’s recognition of the value in FROTULKIENEELEZTLET, of evaluation while respecting various evaluation objectives and
diversity of ESG rating methodologies, as indicated in the draft CoC, is methodologies.
encouraging and sets an important precedent for regulatory
developments in this space in other jurisdictions. We agree that
standardization of ESG ratings is not desirable nor an appropriate
policy goal.
59 | Maintain flexibility for a nascent market. - ZHEEOLBY.ESG FHii- T AR OTHIHESEEERECEIHLTLY | - As you pointed out, since the market for ESG evaluation and data
- Given that the ESG rating market is still nascent and rapidly growing, (CENBEESINZELDTHY . RITHRBEIZ DL T, FERMWABE DR RAE | provision is expected to change significantly in the future, and the Code
we believe the CoC strikes an appropriate balance between providing TILOERFIHLTERRMEDLERIND LS. RAER(TIVOT L of Conduct is described in a principles-based manner, ensuring
flexibility and raising standards for ESG ratings providers. The comply R—R) TREBEINTNET, flexibility in response to future business model changes.
or explain approach adopted in the CoC should allow players of
different sizes and with different business models to embrace the code.
Ultimately this inclusive approach will enhance transparency and allow
users to understand the foundation of various ESG ratings.
60 | Encourage investors and issuers to share responsibilities. - RITHRETE. EXOFERFATOEEMRZIERHEL. £XICKSHMY S | - The Code of Conduct points out the importance of corporate

- We appreciate that the CoC includes a section reminding investors of
their due diligence responsibility and calls on issuers to disclose
relevant ESG information in an ‘easy-to-understand manner’.

LWBATRORERFERELTLET,

CF L IHICEFLST ERBEES T RVO—C—T—X 255 IL—7

[ZEITEHMEE (REF6R) ERFA T, AMEEHFHREETHRATFE) T+

information disclosure and recommends that companies improve their

easy-to-understand disclosure.
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Beyond the CoC, we want to highlight that the quality of ESG ratings is
dependent on the quality of disclosure made by issuers. Putting in
place a mandatory disclosure regime for issuers is in our view, the most
efficient way to improve the quality of ESG data and related products.
We would encourage Japanese policy makers to endorse ISSB
standards for issuers.

FEE —ARICIRE T - O DREBREFH R T HILLETIFDHIEHE
FEHTWET, =, EEHG LR ATEENZRRTHILLEELORM
[SM>T. HHAEELT HRTFEYT(EERZE R (SSBH)FFILIZERA
DERZEHNLOD Y RTHE T+ REEEZES(ISSB)EFTHERKR
M EEREICH T ERICIEENICSELTNSECATT  F2. 5
%.SSBJIZHLVT. ISSB DiEMBBEEZ DD KABEDYRTFHE T4
MATROEARMNABTDRIANEDONEGFETT,

- In addition, 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 company’s Annual
Securities Reports. Furthermore, 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.

61 | - We believe the CoC should focus on ESG ratings, where most - BREOHARSAUADSEIZDOWNTIE, CHEBEBREATBELEL, - References to the existing guidelines have been altered in light of your
materiality judgment and proprietary methodology comes into play. comments.
Should the scope remain unchanged we suggest introducing additional P15 WA EDT =R REICEAT A MRS 4 FREH) TH. ESG B
adjustments to better tailor the CoC as it pertains to ESG data and EE-BEOFHEICOVT, FHEEE NI SNEZBEENREINTLND P17 The Ministry of the Environment's "Green Bond and Sustainability
Second-Party Opinions (SPOs). Linked Bond Guidelines, Green Loan and Sustainability Linked Loan

- First, in the case of SPOs, the existing Green Bond Guidelines in Japan | - T—2IZ2W\TId, AXE P10 DR REHIRDEARMEGEEZ FIH Guidelines" defines the items that bond evaluation agencies should
already set appropriate recommendations for external verifiers, and WT, BEXT—20HE - - ZOMOBEHROAMETIHZEICIE, — i follow in evaluating ESG-related bonds and loans.
CoC should refer to these extant guidelines. [CHEETFERICIEAHY . BEICF O TR EREZFIZRBZELSEHAHE

- Second, references to methodologies or communications with MNHEEMND RITHREDORMRETHIELTHRELTLET . F/-. F | - Regarding data, the "Basic Concept” on page 11 of the Code of
companies are harder to apply in some cases to ESG data than ESG FARFETIEH. T—2EFMIE— AR TRESN LI L ZAMELTHEICK Conduct stipulates that since data proceeded by providers has a wide
ratings. Without adjustment, the CoC may be hard to implement as PFIBHEIIEB LB THEWNEDIERHLH AT, range of estimation methodologies and investors may misunderstand
drafted, leading firms to opt out of the voluntary standard, at least to the | - £D £ T, TEMD K57, HE - #EH - ZOMDOFINZEITOTLVELLOP | the data depending on the estimation methodology and presentation
extent it applies to data. While the comply or explain approach may H50—T—RIIO0WTEH. FHED AEEECEBEHRRO—IRELT, &F method, data elements should be covered by the Code of Conduct. The
alleviate some of these challenges, we believe markets would be better EHEEHFICE T EMNAREESENARELEZZON .. FIZIXFED 11585, Technical Committee also pointed out that data and evaluation are
served if CoC were further tailored in its application to data as [RAI1{54t6. [RAI4i58t4. [RAI445815. [RBIGIEET3. [RAI6EEt4%E A | often provided together, and it is not easy in practice to make clear
suggested below: IOLE=BRWNNRAEEICH =210 EEZLNET, distinction between the two.

- We recommend that the FSA clarify which parts of the CoC apply to - With regard to so-called raw data, for which calculations, estimates,
activities involving scraping and storing raw ESG data provided by and other information-additions are not made, continuous management
issuers, such as carbon emissions data. For example, principle 4, by a provider would be necessary as part of quality control and
paragraph 4 addresses obligations for handling this raw data. However, reliability of evaluation. For example, Principle 1 Guideline 5, Principle 1
the CoC as drafted could be interpreted as requiring the ESG providers Guideline 6, Principle 4 Guideline 4, Principle 4 Guideline 5, Principle 6
to apply all principles to both the production of the ESG rating and each Guideline 3, and Principle 6 Guideline 4 are considered to fall under the
of the underlying ESG data point incorporated in the ESG rating. provisions on such treatment concerning raw data.

62 | - We recommend that the FSA clarify that the principle 6 requirements to | -+ [REIGICDWTIX, BELDAZI2 =S —1avDEANLWHELIEEEEZ | - We consider Principle 6 as a necessary statement from the viewpoint of

communicate with a company do not apply to data that is provided in
publicly-available corporate reporting and filing. Such requirements to

TOWFETHA, TOERDERKICONTIE, RAIERICEDATERED S
MEBFEA T, FFHEREZF LSOV TENTNITERFTEHIDEEA T
Y,

communication with companies, but the manner of its implementation
will be discussed by each evaluation organization, considering the
principles-based characteristics of the Code of Conduct.
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communicate with companies in these cases would be redundant and

unnecessary.
63 | - We recommend principle 1, guideline 6 be adjusted with respect to - CHRBEBFEAT.NHERRICELT,. ZEITEHIH—EREORNBEEEM | - In light of your comment, the following amendments have been made
cases involving outsourced raw data collection. Although it is important [CHRCTRICEEDIDENHLSELTHEIL T IEAND LLTOESYIE | from the perspective of clarifying that actions should be taken to
that outsourced data collection meet high standards, principle 1 ELFL outsourcing services according to the nature and importance of the
currently focuses on methodological consistency, which is not relevant services to be outsourced.
in cases where ESG ratings providers outsource raw data collection. P18 (/R AI1$58t6)
ESG &Flli- 7 —212 AN ESG FHli- T —2REY —ERZHNERICE P21 (Principle 1, Guideline 6)
RIDEBICIE. ZRXONBLEEZEMITHELT, £5E1. 155, [THETS | In cases where ESG evaluation and data providing services are
NEBZRRKITRODLGE . RFAXLEDTESG FHii-T—2DMAEZHE | outsourced, taking necessary measures for the quality of ESG
RIB-OICHELHREZHELL L evaluation and data to be ensured including the outsourced party, such
as, as necessary and depending on the nature and importance of the
outsourced service, requesting the outsourced party to comply with 1.
through 5. above.
64 | - We also suggest technical changes to the CoC to improve the clarity of | - CHE#ZEEZ. LTOEEYEBELEL -, - In light of your comments, we have altered the Code as follows.
the principles.
P18 (/R AI1$58t5) P20 (Principle 1, Guideline 5)
Principle 1 - Securing quality ESG FfliFi%- T —RZHEMICEEL. THMICHRIIXIEZEHL. T— Managing ESG evaluation methodologies and data on an-ongeing-a_
- 5. Managing ESG evaluation methodologies and data on an ongoing AOMER-BHFH@EEV OG- FHIINF)EZMTTHIL continuous basis, checking or updating them regularly, and disclosing
basis, checking or updating them regularly, and disclosing when the when the input data is usually obtained or updated by the providers
input data is usually obtained er and updated as part of the update
cycle of the ESG evaluation (if evaluation and data items are diverse or
of great numbers, doing this in a reasonable scope and manner, such
as by consolidating or limiting the scope, taking into account their
importance and usefulness based on user needs).
- Justification: Disclosing when data is obtained and an update cycle as
general approach makes sense; however, disclosing whenever a data
source is updated is burdensome, including if a scope/limit is set.
65 | Principle 6 - Communication With Companies - CHBETRFEZ . UTOEBYEBELEL R, - In light of your comments, we have altered the Code as follows.

- 3. When disclosing ESG evaluation and-data, subject to the institution's
evaluation methodologies and customer service policies, to the extent
practically possible, expeditiously notifying or communicating to a
company of the essential information sources of the evaluation and
data, thereby allowing time for the company to check whether there are
any factual errors significant-deficiencies-in-the-seurces.

- Justification: Companies should be allowed to check in the context of
ESG evaluation factual errors rather than sources. ‘Deficiencies in the
sources’ may create 'negotiations' between company and research
provider and potentially threatens the independence of ESG research.

P30 ([REI6+EE3)

BoDFHEFECBRERMIEDAHEEZEEA T, ESG Hli- T—42Z/HR
THIZEELTIL., ATRELRY . B OM YT - T —2 D EELIFRIRIC
DVWTEFHBRMREEITRMXIEELL ., FHEXMROEENANLIZ, BE
BRELEDERGRENEVIEHER T SRENBEFTE. BRI EHE

P34 (Principle 6, Guideline 3)

When disclosing ESG evaluation and data, subject to the institution's
evaluation methodologies and customer service policies, to the extent
practically possible, expeditiously notifying or communicating to a
company of the essential information sources of the evaluation and
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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66

- AREE—FELTRTARE ZERTEOBERFTHY . TR
DESRRETIVICERGEZENELBUVARICEETEIEDELSI-DT
[FHELMENSTE, BAMICIE. EEEDYRTAFINITFAFTUREH

REORSEIISV T EXEOMTAERRICEAT HERENREIC
EFfonTWAICEh D hET . G T HBEN—DEEYRAFENTLVEL
mABIFOEND, COBEKT. ARHITEROBMEZ HORAEZRLTES
Y, HRBICKDETHEIL—ILEHECEBEDOERICHITI-ELRLEETH
BETHDHLEEMTDEDEERD,

- CHEOLSIBEEDRBICOVWTHERET HIENEELZEZIATEY. K

TERE TIE, FIA X, [RAI6 T, ESG 5148 % D 1F HRUR & A FT A 43
B EXMAICE TR ELGDIIGT R - WEEROINEFELHLTL
FY,

- ESG §Hifli - T —HRHERRIZ DLV TIE, ENNEICH VD THREB ORI Z R

Y HEMOELERMLTEY., SREIFELRLEELOD BLER
HNGERFALTENYETS,

67

- KREDOREICH > THSN-ER T FHEDORE 1R LAEN R
S BREROLEDOMBREEOIENDETHIEDHANGTINT
L5 (TESG &1 - T — R HEF IR IEM D HSMES | (UT. ]
HE)PS5), FHAEDRE IEVSAEICONT, EDESHERTHEOLNT
WBDMIDNTIERBALLZNEDO D, RENSENMDILERHIL.
(EEZAIMELELTOMUEEZEE LEBLTLDICHEDLLT ., &F
A EDBRAMEIMENCE CEHBFER AU o LM% RS B 1EITRAED
MNhMiEly) | (2) FIAESNSERA BRI L >TEEFELETHY. [
CLIG. LGN EEDHLHFHREAN RIZHRTHIEITHT
HEEROEF . () FELAMONIEREIRESIE LI LN THEFERD
[ EIZD%A B &SHEHETF RIS T ARER. BREICERTIARLH
gqanb,

- BEGCERELTRYFY,

68

CUT TR TEHED RE SR LTHEEESATLAIEEED ESG 1HHE
~E1E | LTESG FHEHBEIDE SR RETILIOMERRIZ DT, 1) 5H
BROESDEAF DB, 2) MGT — 20N REFETOERD A F
. DERMNS/NBORBERS, SRORFDARIEICH T IERER

’{T:l/\o

FHERERDILSDENFOEK

- ESG FHE#RA IS &> CEHMEFERICIESDENELHT L, TN EKRITARE
(FREREICELEN, PITANBATVSRHEE. B -FHEERZIRE T
BIEMNTED, TORRER T THIE (IFHRFAREBLLOVIERE)(2LD
BRMNEIY ., BEOBENERENBASNSET, BRELTHBDRE
UF =R HEIL SN T LTS, TOL- AN X LD EEET 15 A,
BEMZIL—ILELEBICRDRHILBENLL,

- LROBENBLIDIZEZODRHRNDE LGS, — D TR AT EEGE
WICERNGVIE, F— DX B O FERI< L TERIGREED
AIRETHAHETH D, BIBEMBERSNTOSRYIZEWN T, B OFHEE
HIZITDTRENDEENRBREINDZLICREY | FERRGIRIEN AT REICAR
%o LALLM DG, HAED ESG Al HRELG L UITT —2RMEEZHS
RIFEICELT &, DAKERRIBITDOVTIEFE SN TS EEZ (KL, 5T

- FHEDERAMDOR LFERLGRELEZEATEY. §&L. XTHREDE

BRRGEELRFEZ DD BEICHLHGEREFLTENET,
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RIS DEN, FHEHBEAD AT ADEIZLLLDEDHN. Théd
FIATRELGT —2DEICEDLDLEONEHANT HENTELL,

- ARICFIRTIRER T — 2D EICLSHFHEBRDOER THo>1=ELTH, A5
BEHRZAVTHBICEV-BERICE GO THNES T D EE RBL
TWAEITTH D, CNIZIFBRAGREREILEL, th75 T, AFASH TGN
RNEREHZ ALSETHHERRICEENAELTLDDTHNIE, FHEFE
ENEEOHRATFEVTAEDOREDEZRBLTLDD M., HBHL
(F. BIZ ESG FHEEEN RO HIEHMATERICILLARBADHLERE
BALTWSEITEDN. #ATHEMTELL,

- ESG 1lEHZEH<HEMTIL, LIFLIEEER D LLE AT REE DB RARE
ELTEMND, BIREWNZDNETHAHEIF ESG ML RA#RTHY. ESG
AHERERE CERESNHIRNELE XD, AHRE L ESC sTMHERI D FTE T

OEADBEREEEHZHRIIEAT ZTRMEND S, 5. ESG FHEH

BANoENSTHAS. FHli/L—ILICET SBTRRAEE AL Tl ERE
(ST OIRIRETHEZ 1T, ESG St B DM #E R (<3t L TRIA R
EEZTLADOMN, FEFRBRHZITOIENEFND,
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WM T—2DONREFETO RO F

- RIREETIL. ESG FHEHBENEIF L= X BFHRESMEBICART T HED
FRAETIVERALTWSS—RIZEITEFBHERICOVTORFAN+5
[SHEN TR, ESG FHBE#EDE SR RETILICE>TIFFET O+
RZ—EDFBHERNAYVAO RIAHHI LMD, BFLIIERD SR
[CRLTHELEDERMOE D, GELLIE. BT HERNEENGELONE
IMTDONT, HEBDERERETT T HR MM H S,

- ESG FHE#REMNEG L= X IFHE NIRRT I HE SR RETILER
ALTWSBE. M) HMEERDES d2ENFE OB THEL-RBHE
EINDEITTEL REULDOERATEERICKROHEZETEEDAH
TEBFEMIEELIECDEMNO>TULSARENENH D, —ARIZ. ESG 5F
MBI D EMECTERINERIE. TEAEFRLIANFEZEROM
LITOMBEEITHEOTLS (FISH K, it EDLEIZKYEBEMNRES
INTH—RURT—H),

- 3% ESG FHE#R L. S R DL EMNSEFLI-AEERICDUNT,
NEBNDEBEZHFRITEINEINZRFEIE TS, COZLIE. HED
ESG FFli#&Ra7% L LI 2% ESG FHEt&REMN S BHREZIFL TLERUS
—#2HTESG BHMEMB I I EIZDHA, —BIZIFARShTLVEND
EDREERZEAVIEEFIREL TSI LEEKT S, ESG FHEHERS
[CEL TR, FHEHE DM ZFIAT S5 ETHREDFRE S ENCIE
L. ERTHIETIRBEEFTIRSER/ TS ILITES,

- COLEMREICEADIE, ESG FHEIZ L TH D BAITEEMNT . B
DFHEIL—ILE R TE AT BEAK R THAHIRBEITT L. Fou I e @ hViE

C RITHREICEBDOESY . EXOTHEBFEHEA T, BoDAEEL

TEARABHREAF LGV LET HFHEREFLE VLD EAMLTLE
A RAISIZE LT, eHEEAEAEHICIRL TELAFIFHREZRG T S
BRICIE., HREBRERET H-ODHEH-FHEseED, FR~-EHET S
CEEDHETMANEFTERELTLES,

- FO LT, ELRBEBREMORBICHAIIEEDOTFTHEHFFICIEFTLL

WFIREREEOBRAVERLEZ DN, CORZTHAMEILT H-OLTD
EBYEBELFY,

P23 —7 . FHEIIEE NS IR ICH =2 TV ISR LEM THHES . XIETE
A DOFERHITEICLDEMN S VMERICIL, 5l IR OTMEEF L

DELBEOHERMAEFHIKREGY, BEMIZEIFZERNELS
BENDABLLEIENEZOND, £, FHEFICFRAIEHREMD Y —E

RAITERYTHHEICE. FREECMAT, ABERDBELEHNLLFICE
ENRELLD,
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WIETHD, RICFHEFZR ISR ENBEMAFERELEL LICFHRSET
WHETHIE, FEEFITHLTHEICBTRAEZNTTOALILICEMIGS
9. ESG FHfitBE (X th it D EAAE O T TEH OIS EZEERLTL
B EITHiEBTELN,

70

- FEGEHRFATREOEKRE. 1) FHEREROESDENFOEKRITEE
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Principles based framework

- We support the introduction of a proportionate, principles-based
framework for ESG evaluation and data providers. We believe that a
properly calibrated framework can be supportive of market
development, provided it focuses on creating an environment of high
integrity and transparency. In contrast, a framework that is overly
prescriptive and inflexible could inadvertently stifle innovation in
products and services or might impose solutions that do not respond
adequately to complex and diverse customer needs.

- We welcome the principles-based nature of the proposed JFSA Code of
Conduct and its focus on the transparency of methodologies, data
quality, and the management of potential conflicts of interest. This focus
will guard against potential unintended consequences of imposing
standards that create barriers to entry or that drive changes in business
models when a nascent industry is rapidly evolving in response to
multiple demands.

- The growing presence of both established financial players and
relatively new startups exemplifies the commitment of the industry to
develop decision-useful data, analytics and insights for a broad
stakeholder base. We support healthy competition in the provision of
sustainability services and a supervisory environment that reflects the
rapidly evolving state of the industry.
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- As you pointed out, since the market for ESG evaluation and data

provision is expected to change significantly in the future, and the Code
of Conduct is described in a principles-based manner, ensuring
flexibility in response to future business model changes.
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Issuer disclosure is key to market development

- The proposed Code of Conduct sets out expectations for ESG
evaluation and data providers to engage constructively with issuers and
entities that are subject to the evaluation. In order for this to work
efficiently, there needs to be a corresponding requirement for issuers
and entities to disclosure sufficient information in a timely manner and
secondly to organize themselves so as to engage with ESG evaluation
and data providers. It is important that the framework for engagement
applies to both parties. Evaluation and data providers should not be
seen as a proxy for or as an agent or intermediary with respect to
issuer disclosure.

- We believe that the market for ESG evaluation and data providers is
best served by regulatory efforts that focus on enhancing the
availability, quality and comparability or underlying data and inputs. If
successfully implemented, harmonization of ESG and climate
disclosures might lead to more robust, useful inputs for end-users,
including ESG evaluation and data providers.

- We welcome ongoing efforts internationally to this effect. This included
the ongoing work of the International Sustainability Standards Board
(ISSB) to consolidate and further develop global sustainability reporting
standards. Greater harmonization of ESG data will provide a clearer
staring point from which ESG evaluation and data providers can base
their analysis and research. Investors, in turn, will benefit from
improved confidence in ESG-relevant data and from additional clarity
around ESG products, facilitating their choice of ESG evaluation and
data provider.
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Principle 1 (Securing Quality) ESG evaluation and data providers should

ensure the quality of ESG evaluation and data they provide. The basic

procedures necessary for this purpose should be established.

- Our ESG Assessments use publicly-available data sources, such as
corporate reporting, third-party open sources, data vendors, or
information from other stakeholders, including not-for profits, unions or
well-defined media outlets. Company sources also include non-
confidential information made available by the issuer during analyst
interaction, such as formal codes of conduct or policies and
independent sustainability reports (externally audited where possible.
We believe that disclosures are most useful to ESG analysis where
they are aligned with recognized standards and are timely, accurate,
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- 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.

- 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
integrated manner in company’s Annual Securities Reports. In addition,
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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comparable, trusted, traceable and accessible. Disclosure is also most
valuable for end-users when tagged appropriately and in machine-
readable, digital formats such as XBRL.
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Principle 4 (Ensuring Transparency) ESG evaluation and data providers
should recognize that ensuring transparency is an essential and
prioritized issue, and clarify their philosophy in providing services, such
as the purpose, approach, and basic methodology of evaluations. In
addition, methods and processes for developing services to be provided
should be fully disclosed

- From our perspective, clear and transparent information on the data
and methodologies underpinning ESG assessments and data products
that we provide enable investors and other users of such products to
decide which approach best suits their own investment philosophy.
Importantly, ESG evaluation and data providers primarily rely on issuer
information for their analysis and therefore the issuer disclosure
framework for ESG information is the critical foundation for this sector.
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Principle 6 ESG evaluation and data providers should devise and
improve information gathering from companies so that it becomes
efficient for both institutions and companies. When important or
reasonable issues related to information source are raised by companies
subject to evaluation, ESG evaluation and data providers should
appropriately respond to the issues.

- As per our comment above, it important that the primary obligation for
market transparency lies with the issuers and entities being assessed.
ESG information should be widely (publicly) available in the market so
that a wide variety of users can access and use this information for their
own public interest or commercial purposes.

- Regarding issues raised by companies, at our services, individual
entities can find information on methodologies and processes, timelines
for the current/upcoming assessment, pre-inputted information on their
previous assessment and functionality to interact with their assigned
analyst or the agency directly.

- Companies are also able to review and provide comments on the draft
assessment prior to finalisation and publication of the assessment.
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Principle 3 (Ensuring Independence and Managing Conflicts of Interest)
ESG evaluation and data providers should establish policies and
procedures so that they can make decisions independently and

- CHEROEEY . ESG FHili- T — R MBI DRI M DFER - FIZAER D

EEIEETHIEZATVET,

- As you pointed out, we believe that it is important to ensure the
independence of ESG evaluation and data providers and manage
conflicts of interest.
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appropriately address conflicts of interest that may arise from their
organization and ownership, business, investment and funding, and other
compensation for their officers and employees. With regard to conflicts of
interest, providers should identify their own activities and situations that
could undermine the independence, objectivity, and neutrality of their
business, and avoid potential conflicts of interest or appropriately
manage and reduce the risk of conflict of interest

- We support the focus in the proposed Code of Conduct on managing,
rather than eliminating, potential conflicts of interest so as to ensure
high standards of business conduct. Adherence to these principles are
essential to the credibility, independence and objectivity of our
employees and our ESG-related products and solutions.
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Principle 5 (Confidentiality) ESG evaluation and data providers should
establish policies and procedures to appropriately protect non-public
information when it is obtained in the course of business

- We support the protection of non-public information communicated by
entities. We clearly separate analytical teams involved in solicited
sustainability rating analysis from those involved in (unsolicited) ESG
Assessments.

- REGCERELTRYFY,

- Thank you for your valuable input.
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General Comments

- As users of Providers’ services, we support the FSA’s initiative in
putting forth the Proposed Code to enhance the availability of
transparent and reliable data and rating information related to ESG. As
we further discuss below, in that supportive spirit, we would like to
highlight certain areas that are related to the six principles presented by
the Proposed Code and should be considered for further improvements
of the Proposed Code.

- Notably, the Proposed Code includes “recommendations” to investors
and presents the “concept” thereunder (collectively, the “Investor
Recommendations”). We understand that for the purposes of the
Investor Recommendations, the term “investors” would include a variety
of entities and persons that invest proprietary or client funds, which
would include a broad range of asset managers such as our member
firms as well as shareholders, bondholders and pension plans.

- We respectfully oppose the FSA’s novel proposal to “mandate”
“investors” to engage with companies and to provide public disclosure
as suggested by the Investor Recommendations. As explained in
further detail below, although it is not entirely clear how they would be
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- Recognizing the IOSCO report as a basis, we established the Technical

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.

- 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 impose obligations, as described as “Reference”
in the document.
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implemented or enforced, the Investor Recommendations are not
supported by the FSA’s well-established statutory or regulatory
authority; are inconsistent with well-established market practices,
responsibilities or obligations that we owe to our clients or other
stakeholders; and/or are far beyond our authority given by our clients or
investment programs that we agreed with our clients. In addition, the
Investor Recommendations appear to contradict the approach
proposed by the International Organization of Securities Commissions
(“IOSCQO”). IOSCO only recommended, in its Final Report on
Environmental, Social and Governance Ratings and Data Products
Providers (the “lOSCO Report”), market participant users of ESG rating
and data products consider conducting due diligence or gathering and
reviewing information on the ESG ratings and data products that they
use in their internal processes. The FSA references the IOSCO Report
to indicate that the Investor Recommendations are consistent with the
approach taken by IOSCO. However, IOSCO suggested Providers’
engagement with companies, called for more transparency of Providers
vis-a-vis users and made no indication regarding users’ engagement or
disclosure to the public.

- We respectfully request that the sweeping Investor Recommendations
be reconsidered. As they relate to the asset management industry, this
agenda should be dealt separately from the Proposed Code and there
should be a separate process focused specifically on the asset
management industry. In particular, anything that essentially amounts to
a “requirement” should only be provided within the existing framework
of conduct regulations and disclosure obligations applicable to asset
managers. We respectfully oppose introducing any such “requirement”
without the express legislative or regulatory authority and process that
is involved with introducing a new requirement, which should only be
pursued when such “ESG conduct regulation and/or disclosure
obligation” is appropriate to introduce.
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Areas for Further Improvements

- The Proposed Code presents six principles. As users of ESG
evaluation and data, we highlight the following additional specific
challenges and perspectives that are related to such principles and
should be considered for further improvements of the Proposed Code:

- Delays in updating ratings. It can take up to three to six months for
Providers to make changes to ratings following companies’ ESG
reporting.

- CHEEOLSY ., FHBEHEICE LTI, BRAMOLATEME, FIBHERAD

WIREMNERSNTEY . RMTHREICE LTI IALITHIET R ME
DR AM OB, MILEOHER-FIRBROEE, SFHER. XL
DA —aVFITRYBO EERELTVET,

- 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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- Subijectivity in external ratings. Different agencies will look at different
data for similar metrics and even when using the same data may look
at different ranges, so they are not comparable.

- Lack of transparency, particularly on the methodology and how scoring
is carried out. The process of how scores are arrived at and reasons for
certain ratings is not always clear. There is also a lack of transparency
over controversy scoring (i.e. the definition of controversy) and how that
feeds into ratings.

- Shortcomings in coverage. Ratings will often miss out social issues and
are unlikely to cover small and medium-sized enterprises (“SMEs”). If
firms are considering investments in SMEs, ESG assessments and
data collection will often need to be done on an in-house bespoke
basis.

- Fairness of pricing. Pricing structures are opaque and can have
expensive add-ons to view additional levels of data. If managers want
to access granular ESG data, this can be expensive and there are often
restrictions on what data can be shared with clients.

- Transparency. Increased transparency is also key. If regulation were to
be introduced, members believe it should focus on increasing
transparency of the methodology and process that ESG ratings
providers employ.

- Education. Education is also needed to help investors understand what
ratings do or do not mean and what they should be used for.
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Investor Recommendations

- We respectively disagree with the Investor Recommendations as they
apply to asset managers, and our opinion is that they should not be
adopted. The Investor Recommendations are not supported by the
FSA’s well-established statutory or regulatory authority, and they are
inconsistent with well-established market practices in the asset
management industry and responsibilities and obligations that we owe
to our clients or other stakeholders.

Nature of the Investor Recommendations

- The most significant issue with the Investor Recommendations appears
to be their sweeping and yet ambiguous nature. Though it is not entirely
clear how the FSA intends to implement or enforce the Investor
Recommendations, the Investor Recommendations appear to
“mandate” certain conducts and public disclosure without the FSA’s
well-established statutory or regulatory authority. In our view, anything

- BERERFICE UL TH, ESG iz Rk - iR I D5 BN HHERKL

THEY. R ITHREICBEVTE. (BB RERATOREIELT. BRER
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ML TULKRERZIRELTOLFETA Cho(d HRHERIHEDNLOT
FHYEEA,

- We are aware that some institutional investors conduct and provide

ESG evaluations. Therefore, in the "Reference” part of the document,
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.
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that essentially amounts to a “requirement” should only be provided
within the existing framework of conduct regulations and disclosure
obligations applicable to asset managers. We respectfully oppose
introducing such “requirements” without the express legislative or
regulatory authority and process that is involved with introducing a new
requirement. We further note that introducing any ESG-related conduct
regulations or disclosure requirements should only be pursued when
the industry is developed enough to adopt such regulations and
requirements in order to avoid discouraging managers from using ESG
evaluation and data.

109 | Expansive Scope and Conflict With the FSA’s Established Nomenclature | - AR{TENREIZIE. ESG i - T —2ANELNFIAINST1=8HIZ. 1A Xk | - In addition to developing the Code of Conduct concerning ESG
- We note the Investor Recommendations are defined as being AMFI—U2BEECERERFEEZR>TLKE AN S, ESG FHE-T evaluation and data providers, this document also includes
applicable to “investors” by which is meant institutional investors such — IR MBI~ DIREICIMA T, RER. EEADIRELEHTEYFEES | recommendations for investors and companies, from the perspective of
as asset owners, asset managers, fund providers and providers of TWETH, (X . (SB)BRERRBITOREIFELT.IZRERZEICE | developing an environment for the entire investment chain where ESG
loans. Grouping such varied market participants together is completely ETORMEAZIRELTLDLDTHY .. ZBERIHEDOLOTEHYE evaluation and data are appropriately used. Please note that
inconsistent with the current regulatory framework of the FSA. This A, recommendations for investors and companies are particularly
coupled with the absence of any definition of these sub-groups of voluntary and do not impose obligations, as described as “Reference”
“investors” creates a void of ambiguity so deep that the intention of the in the document.
proposal would likely be lost if implemented.
- In addition, there is clear risk of significant regulatory overreach due to
the potential extraterritorial applicability of the Investor
Recommendations with the term “investors” expressly labelled “without
any particular restriction”. This runs counter to existing exemptions
under which for example offshore asset managers may provide certain
services to the Japanese market. Setting such an extraterritorial
precedent would be at odds with the stated goal of the FSA to transform
Japan into an international financial centre.
110 | Issues with Sweeping Investor Recommendations — Potential Violation of | - RITENREEIC(E. ESG FHifi- T —2A@UNCFIASNST=HIZ. 12 RXE | - In addition to developing the Code of Conduct concerning ESG

Investment Authority or Investment Programs

- The Investor Recommendations, as proposed, would “require”
engagement with Providers and companies and “public” disclosure
regardless of the types of “investors” or specific use of ESG evaluation
and data. They do not accommodate various circumstances in which
asset managers engage with investors or methods by which asset
managers make investments. Such sweeping Investor
Recommendations, as proposed, would not work for different types of
asset managers and are inconsistent with well-established market
practices and responsibilities or obligations that asset managers owe to
their investor clients or other stakeholders.
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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 impose obligations, as described as “Reference”
in the document.

- As for the manner where investors decide to implement the

recommendations, we believe that each investor will consider how to
address them according to its characteristics of business, based on the
fact that the recommendations are principles-based.
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- As discussed in the background section above, alternative investment
managers use ESG evaluation and data for a variety of purposes to
support different aspects of their operations and investment processes.
In addition, some managers combine ESG data to build their own
internal ESG assessment frameworks. The proposed engagement
“obligation” with Providers or companies does not appear to be
appropriate or even possible in all circumstances.

- Asset managers invest clients’ money pursuant to a specific investment
authority given by a client or investment program agreed with investors
or promised to investors for fees, and the costs of doing so are
generally passed onto the investors. Engagement with Providers or
companies could be beyond a manager’s investment authority or
investment program that managers are bound to clients unless such
authority or program includes or supports such engagement. If the
specific investment authority or investment program does not support
managers to take such engagement either with Providers or
companies, the Investor Recommendations could make asset
managers violate their investment mandates given by their clients.
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Additional Economic Burden on Asset Manager Clients Without Specific

Economic Benefits

- In addition, the Investor Recommendations do not take into account the
economic impacts that they would impose on the clients of asset
managers, and they seem to ignore the well-established and accepted
practices around costs of investment management. While we
appreciate and generally support the FSA'’s policy objective to improve
the ESG evaluation and data industry, the FSA should understand that
imposition of additional obligations on asset managers would result in
increased investment costs to be borne by the clients of asset
managers, and the FSA should consider whether such additional
economic burdens would result in comparable economic benefits to
such investors. It does not appear that such analysis was done.
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- 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.

- At the Technical Committee, it was pointed out that institutional

investors also play an important role in the investment chain of ESG
investment, such as by conducting and providing ESG evaluations. It
was also indicated that institutional investors as well could benefit from
companies' initiatives on various sustainability issues in that those
initiatives promote companies’ growth and business sustainability,
leading further activation of the overall market.
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No Consideration of Asset Managers’ Proprietary Information

- Asset managers who engage in sophisticated ESG-focused private
funds and target highly sophisticated institutional investors often treat
their ESG investment policies, including how they utilize ESG
evaluation and data, as proprietary and confidential information. While
these managers share such policies or information about their policies
with their clients, these clients generally are bound to strict
confidentiality obligations. If such managers are forced to make public

CREEERT HELIZIGEDREIRICOVTIE. RAIER (T TILAR—
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- As for the manner where investors decide to implement the

recommendations, we believe that each investor will consider how to
address issues such as confidentiality and their fiduciary responsibilities
according to its characteristics of business, based on the fact that
recommendations are principles-based.
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disclosure as proposed by the Investor Recommendations, they would
significantly be disadvantaged and could lose market competitiveness.
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Contradicting with the IOSCO Approach
- The IOSCO Report included a sweeping recommendation for market

participant users of ESG ratings and data products; however, the
recommendation only suggested that such users “consider conducting
due diligence, or gathering and reviewing information on the ESG
ratings and data products that they use in their internal processes” and
that such “due diligence, information gathering and review could include
an understanding of what is being rated or assessed by the product,
how it is being rated or assessed and, limitations and the purposes for
which the product is being used.” IOSCO made no suggestion or
indication that these users should, in addition to such due diligence,
information gathering and review, engage with Providers or companies,

let alone make public disclosure.

- The Investor Recommendations clearly contradict with the approach

taken by IOSCO without reasonable explanation or circumstances that
could justify for a different approach. Arguably, the FSA’s proposed
approach would significantly discourage asset managers’ use of ESG
rating and data.

- AITENRER (L. AESFE B E EREE 10SCO) H|EEEEICLDDO. D

AEIZETSH ESG §Hifi- T —2D Y —ERREDKREERFAHDOT
HMNMETERETL.IOSCO HEEZEZEERLRTEIESHMEDD. &
WMERFEA THICEEGERREZE(ITERY AL EBMICERBLDEL
TEYFED=LDELGELOTVETY,

- KITHRSELICEESDESY . BEBRICKDFHRICOVNTIK,. RERB 5%

BUAUNRAMNANTFI— V2 EDREDBERNCEREEATVET A,
REZERTHELIEZBEDOREZFRICOVTIE, RAIER (TP TILR—
RINEDURETHAHLERFA T, THEBOZAEERZLOERL
E. BHEFENZDFEICIS LB THISZTIUHEDLDTHSHEEZT
WEJ,

 Recognizing the IOSCO report as a basis, we established the Technical

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.

- As stated in the Code of Conduct, we believe that disclosure by

investors is important from the viewpoint of improving the entire
investment chain, including investors themselves. However, as for the
manner where investors decide to implement the recommendations, we
believe that each investor will consider how to address issues such as
confidentiality and their fiduciary responsibilities according to its
characteristics of business, based on the fact that recommendations
are principles-based.
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Investor Recommendations as They Apply to Asset Management Industry
Should Be Dealt With Separately
- We appreciate and share the policy objective to improve Providers’

industry and foster good ESG investment practices within the asset
management industry; however, the Investor Recommendations are too
specific, not consistent with well-established practices in the industry or
the obligations and responsibility of asset managers and provide no
flexibility to accommodate different asset managers supporting the

diverse needs of investor clients.

- The Investor Recommendations, as they apply to the asset

management industry, should be dealt with separately from the
Proposed Code, and there should be a separate process focused
specifically on the asset management industry. While we respect the
work and efforts by the Technical Committee for ESG Rating and Data
Providers, etc. and FSA, it does not appear that alternative investment
manager industry, which provides highly sophisticated ESG investment
opportunities to key Japanese institutional investors whether through
hedge funds, private equity funds or venture capital funds, were
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- 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 impose obligations, as described as “Reference"
in the document.

- As for the manner where investors decide to implement the

recommendations, we believe that each investor will consider how to
address issues according to its characteristics of business, based on
the fact that recommendations are principles-based.
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represented in the committee, and the Investor Recommendations were
created without any substantial involvement of the larger asset
manager community. In particular, we respectfully oppose the FSA’s
proposal to introduce essentially new “requirements” that are not
supported within the existing framework of conduct regulations and
disclosure obligations applicable to asset managers without the proper
legislative or regulatory authority and process.
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- We welcome the launch of the Code of Conduct for ESG Evaluation

and Data Providers and commends its mission to improve the financial
market functioning via stakeholder mutual encouragement

- CERAHSIIEVET.

+ Thank you for your opinion.
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- We invite the FSA to consider expanding its recommendations to go

beyond the analysis of sustainability-related risks and opportunities and
embrace an approach that accounts for the impacts of economic
activities on people and planet. We strongly support the view that
environmental-related risks have financial implications and should
therefore be an integral and essential part of investment decision-
making.

- REGCERELTRYFY,

- Thank you for your valuable input.
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- We support the intention of the Code of Conduct to promote enhanced

disclosure but advocates for more robust disclosure requirements on
the methodology used by providers to ensure data assurance, reduce
the risk of greenwashing and move the ecosystem towards
environmental-related ESG data and scientifically sound ratings.

- We would welcome a reference in the Code of Conduct to the

importance of companies disclosing their environmental performance to
drive action towards the achievement of the ambitious environmental
goals set in the Paris Agreement, the 2030 Sustainable Development
Agenda and the upcoming Global Biodiversity Forum.
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- We acknowledge the difficulty of standardizing evaluation

methodologies and welcomes the diversity of assessments, provided
evaluation and data providers use a science-based, transparent, and
forward-looking methodology to allow for capital allocations to
effectively contribute to the ambition and objectives of the global
sustainability and environmental agendas. Only the availability of high-
quality environmental data and the development of credible,
scientifically sound methodologies will enable the financial sector to
achieve meaningful and green lasting results.
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- Thank you for your valuable input.

- As you pointed out, 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
integrated manner in company’ s Annual Securities Reports. In
addition, 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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- We supported the efforts of the Expert Panel on Sustainable Finance
and Technical Committee for ESG Evaluation and Data Providers
(“Technical Committee”) to develop the Draft Code, and we welcome
publication of the Draft Code by the Financial Services Agency (“FSA”)
for comment.

- We welcome the approach proposed by the FSA in developing a
voluntary code of conduct for ESG ratings which will establish principles
of conduct to the benefit of the domestic markets. We support the
primary principles proposed in the Draft Code and offer a few
observations and recommendations:

The scope of the Draft Code should cover the activity of assigning ESG

ratings regardless of the ESG rating provider

- The scope of the Draft Code is limited in application to ESG rating
providers who offer this service as part of their primary business and
not to other service providers who offer ESG ratings and data products
as a complimentary service to their primary business, for example,
asset managers (“Other Service Providers”). One of the primary
objectives of the final Code should be to protect users of ESG ratings.
However, the providers of these ratings/scores may be subject to other
regulatory regimes that do not cover the unique conduct principles
required of entities assigning ESG ratings. By adopting such a limited
scope, the FSA will leave the domestic market exposed to ESG ratings
that may suffer from conflicts of interest and would be to the detriment
of the Japanese capital market. For example, ESG ratings/scores
assigned by Other Service Providers are used by investors in making a
fund selection (as part of an investment decision) or as part of their
investment decision more broadly. A fund manager assigning a
score/rating to its own fund will face conflicts of interest in promoting
investment into the fund and assigning an objective rating to that fund.
Other Service Providers will not be required to publish a rating
methodology or the meaning of their ratings, leaving investors unable to
distinguish or ascertain the quality of the ratings assigned. Therefore,
the final Code should apply to all ESG ratings that have an external
use, including those developed internally by Other Service Providers
and used in external publications.

C IR Uy —FORBERERFICELTH, ESG FHBZE Rk - =it

TRGENHAHERMLTEY . RTBREICE L TE, (BB RERRAIT
DREITEVT BERICIHFEBETO—IREL T, BoA T35 (B
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DERFREASHNCT ST BRI IXERITORENLTESEE 1D
HEZITIFETY

- We are aware that some institutional investors such as asset managers

conduct and provide ESG evaluations. Therefore, in the "Reference”
part of the document, we recommend that investors clarify their
methods of their own (in-house) evaluations as a part of disclosure by
investors.

- 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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The scope of the Draft Code should only cover ESG ratings and not ESG

data

- As we have raised with the Technical Committee and with IOSCO,
extending the Draft Code to include “ESG data products” and “ESG
data providers” presents a number of challenges:
- The universe of what constitutes “ESG data” is broad and rapidly
evolving. Cybersecurity, political risks, weather models and governance
indicators are just a few examples of what could be captured as data
used for ESG purposes. Defining boundaries and/or devising rules
across so many different types of data sources is not feasible and will
create an overly broad regulatory framework that is not appropriately
tailored, stifles innovation and slows down the rapid evolution of
solutions to assist the market in understanding and measuring ESG risk
and opportunities.
- Not feasible to regulate the entire supply chain of raw data. The Draft
Code demonstrates that a framework that seeks to capture “ESG data
products” and/or “ESG data providers” is difficult to apply in practice. In
particular, the Draft Code’s explanation of scope reflects the
complicated nature of the exercise. For example, the Draft Code
excludes those organizations which provide expert knowledge to ESG
evaluation and data providers while conducting research on their
normal course of business, but are not, in principle, organizations that
provide ESG evaluations and data directly to investors. However, it is
not clear what might be construed as “direct” and “indirect” and
therefore the entities within scope will be subject to varying and
potentially conflicting interpretations of the provision.
- Principles of conduct that may be appropriate for ESG ratings present
significant challenges if applied to “data services”. For example,
publishing methodologies and procedures for the computation of data,
which could extend to thousands of data points within an analytical
solution is not equivalent to the publication of a defined universe of
methodologies. Publishing the underlying computations for ESG data is
not feasible, undermines intellectual property and discourages service
providers from creating solutions to address climate and ESG risk.
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- 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.

- 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.

- 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.

- 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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The Draft Code should be business model agnostic

- ESG rating providers operate under various business models, including
an issuer-pays model and investor-pays model. The ability for these
providers to select the most appropriate model for their business should
be protected. Guidelines 4 and 5 of Principle 6 of the Draft Code
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- 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.

- 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 an issuer-pays model, for example, providing issuers with
notification of rating actions and a right to veto information used in ESG
ratings. Under an investor-pays business model, the provider does not
necessarily have a relationship (contractual or otherwise) with the
issuer.

- We support the need for ESG rating providers to provide issuers with
access to material underlying data points, the rating methodology and
the company’s rating report. However, the Draft Code further suggests
that the company should be notified or communicated of the essential
information sources of the evaluation and data, thereby allowing time
for the company to check whether there are any significant
“deficiencies” in the sources. We are concerned that the proposed
approach would result in significant unintended consequences,
including potential conflicts of interest, by seemingly granting issuers an
inalienable right to challenge “deficiencies” entirely unrelated to data
accuracy and delay announcements that may affect them. There is no
similar pre-requisite for journalists or investment analysts. The
proposed approach would set a dangerous precedent for the
publication and distribution of information to the market and would
damage the reputation of the domestic market against international
markets where there is no such restriction on the publication of
information without “approval” from the related entity/issuer.

- Furthermore, under an investor-pays model, disclosure is typically only
made to the clients of the provider and the relevant issuer. Requiring
this information to be free and public would fundamentally undermine
this business model and force providers to change their business
model.
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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) (iv) Scope of services covered by the Draft Code of Conduct
- current text:

A. An entity, participating in financial markets in Japan or providing
services directly to such participants, that provides ESG evaluations
and data services as part of its business, and as a service that would
contribute to market participants’ investment decisions.

- proposed text:

A. An entity, participating in the financial markets in Japan by er
providing ESG evaluations on Japanese securities and / or entities

. ; | I " I des ESC luat I
data-services-as-part-ofits-business-and-as-a-service that would

contributes to market participants’ investment decisions.

- rationale:

The Draft Code is drafted to apply to ESG rating providers who offer
this service as part of their primary business and not to other providers
who offer ESG ratings and data products as a complimentary service
for clients, for example, asset managers (“Other Service Providers”).
Adopting this approach in the Final Code of Conduct would be to the
detriment of the Japanese capital market. The Draft Code correctly
identifies, conflicts of interest, transparency and consistent application
of methodology which are key principles of conduct that should be
expected of providers of ESG ratings, regardless of the identity of the
provider. ESG ratings/scores assigned by Other Service Providers are
impacted by conflicts such as securing retail investment into their
products. Therefore, the Draft Code should apply to all ESG ratings that
have an external use, including those developed internally by Other
Service Providers and used in external publications. Since these ratings
are used by investors, they should follow the same principles of
conduct as ratings assigned by independent third parties.

C IR Uy —FORBERERFICELTH, ESG FHBZE Rk - =it
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- We are aware that some institutional investors such as asset managers

conduct and provide ESG evaluations. Therefore, in the "Reference”
part of the document, we recommend that investors clarify their
methods of their own (in-house) evaluations as a pat of disclosure by
investors.

132

2 (3) (iv) Scope of services covered by the Draft Code of Conduct

- current text:

D. In principle, the provision of ESG data is also covered by the Code, if
A. to C. above are satisfied, and the service adds information on
corporate data through calculations, estimates, etc.

* proposed text:
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- 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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Principle 1 (Securing Quality)

- current text:
ESG evaluation and data providers should ensure the quality of ESG
evaluation and data they provide. The basic procedures necessary for
this purpose should be established.

- proposed text:
ESG evaluation and-data-providers should ensure the quality of ESG
evaluation and-data they provide. The basic procedures necessary for
this purpose should be established.
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Principle 1 (Securing Quality), Guideline 1

- current text:
1. Establishing necessary procedures to analyze in detail information
that can be reasonably obtained, and formulate and provide ESG
evaluation and data.

- proposed text:
1. Establishing necessary procedures to analyze-in-detail information
that can be reasonably obtained, and formulate and provide ESG
evaluation and-data.

* rationale:
This is very subjective, we suggest to keep the granularity to be defined
by the ESG evaluation organization.
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Principle 2 — Human Resources Development, Guideline 1

- current text:
1. Collecting and analyzing information necessary to provide
appropriate evaluation and data, and maintaining necessary
professional resources and technologies to make relevant decisions.

* proposed text:
1. Collecting and analyzing information necessary to provide
appropriate evaluation ard-data, and maintaining necessary
professional resources and technologies to make relevant decisions.
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Principle 2 — Human Resources Development, Guideline 2
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BB TADEHEICOVWTIEIEMSHSLERDHo12ECHTHY.

FRAJAZENWT, FREFNSIKITEDHE AL EEECARMEEEHAT

HNREENRIIBET 2L GEMGEE - FETHNT HEANTRET

HAHEEHELL TS EIATY,

- 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.

- 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.

- 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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- current text:

2. In particular, taking necessary measures to ensure personnel
engaged in ESG evaluation and data would have professional
knowledge and carry out their duties in good faith.

- proposed text:

2. In particular, taking necessary measures to ensure personnel
engaged in ESG evaluation and-data would have professional
knowledge and carry out their duties in good faith.
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Principle 3 (Ensuring Independence and Managing Conflicts of Interest)
- current text:

ESG evaluation and data providers should establish effective policies
so that they can independently make decisions and appropriately
address conflicts of interest that may arise from their organization and
ownership, business, investment and funding, and compensation for
their officers and employees, etc.

With regard to conflicts of interest, providers should identify their own
activities and situations that could undermine the independence,
objectivity, and neutrality of their business, and avoid potential conflicts
of interest or appropriately manage and reduce the risk of conflict of
interest.

- proposed text:

ESG evaluation and-dataproviders should establish effective policies
so that they can independently make decisions and appropriately
address conflicts of interest that may arise from their organization and
ownership, business, investment and funding, and compensation for
their officers and employees, etc.

With regard to conflicts of interest, providers should identify their own
activities and situations that could undermine the independence,
objectivity, and neutrality of their business, and avoid potential conflicts
of interest or appropriately manage and reduce the risk of conflict of
interest.
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Principle 3 (Ensuring Independence and Managing Conflicts of Interest),
Guildline 4
- current text:

4. Taking appropriate steps to prevent their employees from engaging
in securities or
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derivatives transactions that could create conflicts of interest with ESG
evaluation and data provision services.

- proposed text:
4. Taking appropriate steps to prevent their employees from engaging
in securities or derivatives transactions that could create conflicts of
interest with ESG evaluation-and-data provision services.

139 | Principle 4 (Ensuring Transparency)
- current text:
ESG evaluation and data providers should recognize that ensuring
transparency is an essential and prioritized issue, and publicly clarify
their philosophy in providing services, such as the purpose, approach,
and basic methodology of evaluations.
Methodologies and processes for formulating services should be
sufficiently disclosed.
- proposed text:
ESG evaluation-and-data providers should recognize that ensuring
transparency is an essential and prioritized issue, and publicly clarify
their philosophy in providing services, such as the purpose, approach,
and basic methodology of evaluations.
Methodologies and processes for formulating services should be
sufficiently disclosed.
140 | Principle 4 (Ensuring Transparency), Guildline 2

- current text:
2. In order for users of ESG evaluation and data provision services to
understand the basic content of the services, including what the
evaluation aims to capture and how this is measured, disclosing the
philosophy for providing services, including the purpose, concept, and
basic methodology of evaluation.

* proposed text:
2. In order for users of ESG evaluation and-data providersion services
to understand the basic content of the services, including what the
evaluation aims to capture and how this is measured, disclosing the
philosophy for providing services, including the purpose, concept, and
basic methodology of evaluation.
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Principle 5 (Confidentiality)

- current text:
ESG evaluation and data providers should establish policies and
procedures to appropriately protect non-public information obtained in
the course of business.

- proposed text:
ESG evaluation and-data providers should establish policies and
procedures
to appropriately protect non-public information obtained in the course of
business.
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Principle 5 (Confidentiality), Guideline 1

- current text:
1. Establishing, disclosing and implementing the policies and
procedures to protect information provided as confidential in the course
of ESG evaluation and data services.

- proposed text:
1. Establishing, disclosing and implementing the policies and
procedures to protect information provided as confidential in the course
of ESG evaluation and-data-services.
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Principle 5 (Confidentiality), Guideline 2

- current text:
2. Establishing, disclosing, and implementing the policies and
procedures so that such confidential information will be used in
accordance with the purpose of provision and not for the purposes
other than ESG evaluation and data services, unless otherwise agreed.

- proposed text:
2. Establishing, disclosing, and implementing the policies and
procedures so that such confidential information will be used in
accordance with the purpose of provision and not for the purposes
other than ESG evaluation-ard-data-services, unless otherwise agreed.
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Principle 6 (Communication With Companies), Guideline 2

- current text:
2. Establishing a dedicated contact point where companies can send
inquiries and raise issues regarding ESG evaluation and data provision,
and informing the companies concerned or posting it in an easy-to-find

manner.

- proposed text:
2. Establishing a dedicated contact point where companies can send
inquiries and raise issues regarding ESG evaluation-and-data provision,
and informing the companies concerned or posting it in an easy-to-find

manner.
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Principle 6 (Communication With Companies), Guideline 4

- current text:
4. When a company subiject to evaluation raises important or
reasonable issues about the information source of evaluation and data,
subject to its own evaluation methodologies and customer service
policies, taking timely and appropriate measures such as allowing the
company to at least confirm the accuracy of the underlying important
data and correcting errors if any.

- proposed text:
4. When a company subject to evaluation raises important or
reasonable issues about the information source of evaluation and-data,
subject to its own evaluation methodologies and customer service
policies, taking timely and appropriate measures such as allowing the
company to at least confirm the accuracy of the underlying important
data and correcting errors if any.

* rationale:
ESG evaluation providers should give due consideration to issues
raised that relate to the accuracy of information and should take
appropriate steps to correct errors when identified.
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146 | Principle 1 (Securing Quality), Guideline 2 - CHEfEREEA . RANEH2ZUTOESYIBELEL, - In light of your comments, Principle 1 Guideline 2 has been altered as
- current text: follows :
2. Establishing logical and cross-organizational and continuously P18 (/R AI1$58t2)
applied methodologies to provide high-quality ESG evaluation and data, | BED &S ESG - T—2Z R E T 5O DHIBMTHRBERT- #4580 | P20 (Principlel, Guideline2)
and disclosing it while paying attention to confidentiality, intellectual [CERINASGFEETED. CE. BB - EZFICEELDD. AT Establishing legical-and cross-organizational and continuously applied
property, etc. gH5E methodologies to provide high-quality ESG evaluation and data, and
disclosing it while paying attention to confidentiality, intellectual
- proposed text: property, etc.
2. Establishingegical-and cross-organizational and continuously
applied methodologies to provide high-quality ESG evaluation and-data,
and disclosing it while paying attention to confidentiality, intellectual
property, etc.
- rationale:
It is unclear what is meant by “logical” and how this might be
interpreted. The most important principle is that methodologies are
developed that are applied consistently.
147 | Principle 1 (Securing Quality), Guideline 3 - EFSRESTOERERTA. REHREOE AN LML ELREEHEEZ T | - Based on the discussions at the Technical Committee, we believe it is t

- current text:

3. In order to ensure that the prescribed methodologies are applied
consistently across the organization, disseminating them throughout the
organization, as well as devising measures, such as horizontally
reviewing under an appropriate system, or accumulating and sharing
knowledge of evaluations to be provided.

- proposed text:

3. In order to ensure that the prescribed methodologies are applied
consistently across the organization, disseminating them throughout the
organization,-as-well-as-devising-measures,-such-as-horizontally—
reviewing under an appropriate system, or accumulating and sharing
knowledge.-Of evaluations-to-beprovided.

- rationale:

These are detailed processes and not principles, we suggest to keep
them principle based.

WET, EEDOERICOVTIE, RAIEER (FUVITILAR—X) IZEDER
YFEELOH-IEH THAHEERFA T, FEMBEAEINRIE LT XD T CTHEL
THLDEEZTLET,

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), Guideline 5 - CHeEERER . RREHSEUTOESYEBIELEL -, HE. EHEDEE | - In light of your comments, Principle 1, Guideline 5 has been altered as

- current text: BRICOWTIE REIER TV TIA—R) [ZEDEmMY T LEHI-15E T follows. As for the manner of implementation, we believe that each
5. Managing ESG evaluation methodologies and data on an ongoing HAHEEERFEZAT, ZFTMEEENBEI RO T TRETHLNDEEZT | provider would consider how to address items according to its
basis, checking or updating them regularly, and disclosing when the WFE9, ingenuity, based on the fact that the Code is principles-based.
data is obtained or updated (if evaluation and data items are diverse or
of great numbers, doing this in a reasonable scope and manner, such (RENT$EET5) EX DA P20 (Principle 1, Guideline 5)
as by consolidating or limiting the scope, taking into account their Managing ESG evaluation methodologies and data on an-engeing a_ Managing ESG evaluation methodologies and data on an-engeing a_
importance and usefulness based on user needs). continuous basis, continuous basis,

- proposed text:
5. Managing ESG evaluation methedelogies-and-data on an ongoing
basis, checking or updating them regularly, and disclosing when the
data is obtained or updated (if evaluation and data items are diverse or
of great numbers, doing this in a reasonable scope and manner, such
as by consolidating or limiting the scope, taking into account their
importance and usefulness based on user needs).

- rationale:
The ESG evaluation of an issuer happens on an ongoing basis
whereas the methodologies and data are amended at specified time
intervals.

149 | Principle 1 (Securing Quality), Guideline 6 - EFSHESTOERERTZ. RERREOH AN SV ELFEEHLELEZ T | - Based on the discussions at the Technical Committee, we believe it is t

- current text:
6. In cases where ESG evaluation and data providing services are
outsourced, taking necessary measures for the quality of ESG
evaluation and data to be ensured including the outsourced party, such
as, as necessary and depending on the nature of the outsourced
service, requesting the outsourced party to comply with 1. Through 5.
Above.

+ proposed text:

WET, EREDRERKRICOVNTIE, RAIER TV TILA—R) ITEDER
DEEDIEH THAHEERFA T, FHEHEELIBIE T RO T TIRE
THELDEZZATVET,

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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- rationale:
This specific guideline may not be required since any ESG evaluation
services provider be it direct or outsourced would anyway cover within
scope of the Draft Code.

150 | Principle 2 — Human Resources Development - EMQHETOERERFER. AMBEREOBANISLELEHEEZ T | - Based on the discussions at the Technical Committee, we believe that
- current text: WET, BREDERKICOVTIL., REIER(FIVUITILAR—X)IZEDEE | itis necessary to maintain the text from the viewpoint of human
ESG evaluation and data providers should secure necessary YFEEDT-IEH THALERFA T, FFMEEENBIEI RO T THREL | resource development, etc. As for the manner of implementation, we
professional human resources to ensure the quality of the evaluation THLDEZEZTLET, believe that each provider would consider how to address items
and data provision services they provide, and should develop their own according to its ingenuity, based on the fact that the Code is principles-
professional skills. based.
- proposed text:
ESG evaluation and-data providers should secure necessary and
appropriate resources to ensure the quality of the evaluation and-data—
provision-services they provide,-and-should-develop-theirown—
- rationale:
"Resources” is broad enough to cover human resources and other
resources necessary to assign high quality ratings.
151 | Principle 2 — Human Resources Development, Guideline 4 - EFSQRETOEBRZHEEA. AMBREOBRAHNSHELRIEEH EEZ T | - Based on the discussions at the Technical Committee, we believe that
- current text: WET, EREOEHKISOVTIE, RAIER(TVUITILR—=X)IZEDER | itis necessary to maintain the text from the viewpoint of human
4. Recognizing, as top management of the institution, that securing and YFEEOHT-HEH THHIEERFTZ T, FELMHEEASENBIE I RN T THET | resource development, etc. As for the manner of implementation, we
developing human resources is important element for continuously THLDEZEZTLEYT, believe that each provider would consider how to address items
providing high quality evaluations, and taking actions as necessary. according to its ingenuity, based on the fact that the Code is principles-
based.
- proposed text:
- rationale:
This is already covered in Guideline 2 and should be deleted to avoid
redundancy.
152 | Principle 3 (Ensuring Independence and Managing Conflicts of Interest), | - CiEHZFHER. U TOESYIBIELELT =, - In light of your comments, we have altered the Code as follows.

Guideline 1

- current text:
1. Identifying potential conflicts of interest that may affect the
assessment and analysis conducted by the institution or its employees

(FRBI3EEH 1) EXDH
then establishing and disclosing publieizing

P 25 (Principle 3, Guideline 1)
then establishing and disclosing publicizing
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with respect to the services provided, and then establishing and
publicizing effective policies to avoid, or appropriately manage and
reduce the risk of, the conflict of interest.

- proposed text:

1. Identifying potential conflicts of interest that may affect the
assessment and analysis conducted by the institution or its employees
with respect to the services provided, and then establishing and

disclosing publicizing effective policies to avoid, or appropriately
manage and reduce the risk of, the conflict of interest.

- rationale:

We propose adjusting the language to clarify that the ESG evaluating
organization should publicly disclose its policies designed to avoid, or
appropriately manage and reduce the risk of conflict of interest.
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Principle 3 (Ensuring Independence and Managing Conflicts of Interest),
Guideline 3

- current text:

3. In cases evaluations are developed through questionnaire, paying
attention to the contents and structure of service and questionnaire, so
that there would principally be no such situation where the content of
the questionnaire is unreasonably too complicated or difficult to
understand and effectively respond without using the institution’s paid
services.

- proposed text:

- rationale:

This could be interpreted as rule and not aligned with a principles-
based approach.

- EFOMETOBREREFTA. AIREAROEEZFOEH RIMORBELRRHL

EZZTWET, EEOERRIZOVWTIE, REFR (T TIAR—=X)(ZH
DEMYFEED-IEHTHAEFHFTA T, FILEHEENBEIRDT
TREATREDEEZTULET,

- 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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Principle 3 (Ensuring Independence and Managing Conflicts of Interest),
Guideline 5

- current text:

5. Developing appropriate work and compensation structures for its
own employees, and avoiding, or appropriately managing and reducing
the risk of, potential conflicts of interest related to ESG evaluation and
data provision services. For example, as necessary, assigning a staff
member to conduct evaluation, separate from the staff member
responsible for sales of ESG evaluation and data services

- proposed text:

5. Developing appropriate work and compensation structures for its
own employees, and avoiding, or appropriately managing and reducing
the risk of, potential conflicts of interest related to ESG evaluation and—

data provision services. For-exampleas-hecessany-assighing-a-staff-

- rationale:

This could be interpreted as rule and not aligned with a principles-
based approach.

- BRI TORBREHEFTA. AIRAROEEFOEH RMOBELGRHL

ZZTVWET, EROERKIZONTIE. REIEZR (TP TILA=R)IZH
DEMYFED-IRHTHALFHFA T, FIEHEENBEIXRDT
TRIATIEDEEZTLET,

- 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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Principle 3 (Ensuring Independence and Managing Conflicts of Interest),
Guideline 6

- current text:

6. For an, disclosing measures to ensure that existing business
relationship with the company subject to ESG evaluation and data
provision does not affect the evaluation to the company.

- proposed text:

Adopt measures to prevent existing business relationships impacting

the evaluation of companies.

- rationale:

This suggests an individual level of disclosure per rating which is not
practical. An alternative principle would be to require that providers
adopt measures to prevent existing business relationships from

- CHEHEIBER RAISIEHEZLUTOESYEIELEL,

([REI3tEEt6) XD H

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.

- In light of your comments, Principle 3 Guideline 6 has been altered as

follows:

P26 (Principle 3, Guideline 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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impacting the evaluation of a company. This could be interpreted as a
rule and not aligned with a principles-based approach.

We also suggest a revisit to the text of Guideline 6. There seems to be
some text missing (For an...). This may please be rectified in the final

guideline.
156 | Principle 4 (Ensuring Transparency), Guideline 3 - EMEAREHFIC KA EENAZI AT —L AV (XEELEETHY. [REI6IZ | - Since communication between ESG evaluation/data providers and
- current text: DWTCIEEXEMBFTIAENEELEZTLET, companies is a significant issue, we believe that it is important to
3. In order to enable users and companies subject to evaluation to - ZO LT, i T 2LV - REMITIRE SN SERZFIZOVTIE E | maintain the original text of Principle 6.
understand the basic structure of the evaluation, disclosing sufficient ARICIXFHAEEEEDEEICHBLTRITT SN THS %L T 57 | - Onthat basis, as you pointed out, the final products to be provided,
information on the methodologies and processes for formulating the H.LUTOESVEELELT, such as evaluations and data, are basically issued under the
evaluation, including any major updates on them, if any. When inquiries responsibility of ESG evaluation and data providers. In order to clarify
are received from companies subject to evaluation through a contact P32 HIAFICHRADEZ -Z(TIEHINT LE—ET HEILB 5S4, FHEAS | this point, the following amendments have been made.
point, providing careful explanations to the extent practically possible. T—2EV S RMICIRESNSBERFISOVTIE. EFLDIZIa=
T—avERFEZ D00, H<ET. FHAMEABLDEEICE-THEITT | P36 the views and perspectives on evaluation would not necessarily be
- proposed text: B2LDTHAZLICHFBRENMLETHD, HLI-RZHFEZTH., FHlHES identical among providers, as well as between companies and
3. In order to enable users and companies subject to evaluation to [ZHEWTIE. BofHEOERMLGZEZAEZHLMNIL, CNICEDEMHEL | providers. It should be noted that the ESG evaluation, data, and other
understand the basic structure of the evaluation, disclosing sufficient HMEEIT > TS EZBELDAHFICEODEEEMNICHRBEALTIKIENLE final products are the products issued by the providers, while taking into
information on the methodologies and processes for formulating the BELEZDbND, account communication with companies and other parties, under the
evaluation, including any major updates on them, if any. When-inquiries- own responsibility of ESG evaluation and data providers. In light of this,
e-received-from-companies-subjectto-evaluationthrough-a-conta 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
- rationale: appropriately based on such approach.
We agree that users and companies subject to evaluation should be
able to understand the basic structure of the evaluation through the
disclosure of sufficient information on the methodologies, the processes
for formulating the evaluation, and the rating report which explains the
rationale. Where feasible and appropriate, the ESG evaluating
organization may respond to additional inquiries from the companies
subject to evaluation, but they should not be required to do so in every
instance, including in instances where the issuer may simply be
unhappy with the rating.
157 | Principle 4 (Ensuring Transparency), Guideline 4 - TADZHFEICOVWTITIEMARELEZRIHo1-LZATHY. [REI4 | - The diversity of data has been discussed by the Technical Committee,

- current text:

4. Disclosing the sources of information that are used in the
development of ESG evaluation and data. In particular, if estimated
data is used, disclosing this fact and the basic methodology of
estimation; if data sources and/or items are diverse or of great
numbers, doing this in a reasonable scope and manner, such as by

[ZHEWT, FRRENZIRIESSE (X, EERHOFAREZEATHEE
EHNRIIRET DHE . GBI - FEATHIGT HIENTARETHSE
#BAEELTL\BECATY,

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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consolidating or limiting the scope, reflecting their importance and
usefulness.

- proposed text:

4. Disclosing.t!  inf ot i
development-of ESG-evaluation-and-data—tnparicular-ilf estimated

data is used, disclosing this fact and the basic methodology of
estimation; if data sources and/or items are diverse or of great
numbers, doing this in a reasonable scope and manner, such as by
consolidating or limiting the scope, reflecting their importance and
usefulness.

- rationale:

As we use hundreds of data points, this is practically challenging while
the benefit is unclear. Whist we can explain where estimation of data
has been taken into account, a specific mention of all the sources of all
information is extremely wide and not practically feasibly considering
the value chain of data.
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Principle 4 (Ensuring Transparency), Guideline 5

- current text:

5. Disclosing, in an easy-to-understand manner, the purpose, concept,
and basic methodology of the evaluation; doing this in a reasonable
scope and manner, such as by consolidating or limiting the scope,
taking into consideration a provider’s situation and the importance and
relevance of individual items. The items are for example the following:
*Purpose, approach, and intent of formulation of ESG evaluation and
data

* Specific details of evaluation methodologies (detailed evaluation
criteria,important indicators and weights in evaluation, businesses and
companies

subject to evaluation, and other contents of methodologies that can
lead to

significant differences in evaluation results)

*Evaluation process (evaluation procedures and steps, checks and
monitoring, etc.)

*Contact point where the evaluation results can be explained in detail
Sources of information on which the evaluation is based, policy and
status of

estimated data usage, the update timings and estimation

- EMSHSTORBER TR BRAROERFOB RN ORLELZREHLES

ATVWEY  REDERICOVTIE, REER TV TIAR=R)I2ED
EMYFEDIEH THAHLEHFEA T, BFFHEHEELNRE-TROT
TRETHILDEZFEATNET,

- 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.
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methodologies of that

is particularly important to the overall assessment

*With respect to the overall evaluation, the timing of evaluation and the
timing

of data creation, use, and update

*Changes made when the evaluation methodology is updated.
Especially if any

items are improved through the PDCA cycle, this fact and reasons for it.

- proposed text:

5. Disclosing, in an easy-to-understand manner,-the-purpose,concept,
and basic methodology of the evaluation; doing this in a reasonable
scope and manner, such as by consolidating or limiting the scope,
taking into consideration a provider’s situation and the importance and

The i ﬁ lo the followina:

relevance of individual items.

- rationale:
We agree with the underlying objective to make sure there is sufficient
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information disclosed so that companies and users understand the
basis of the evaluation. However, as noted by the proposal, these
specific items may not apply equally to all types of ESG ratings and
therefore should not be enumerated in a principles-based code.
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Principle 6 (Communication With Companies)

- current text:
ESG evaluation and data providers should devise and improve the way
they gather information from companies so that the process becomes
efficient for both service providers and that companies or necessary
information can be sufficiently obtained.
When important or reasonable issues related to information source are
raised by companies subject to evaluation, ESG evaluation and data
providers should appropriately respond to the issues.

- proposed text:
ESG evaluation and-data providers should devise and improve the way
they gather information from companies so that the process becomes
efficient for both service providers and that companies or necessary
information can be sufficiently obtained. ESG evaluation providers

should give due consideration to issues raised that relate to the

accuracy of information.

- rationale:
ESG evaluation providers should provide due consideration to the
collection of information.

- BN EETOERERFTA . £EEDIZ2 =y —2a FOH RN LD

BRERBEEATOET  EREOBRICOVTIK, RAIER T ITIL
N=R) [TEDEMYELOTIEH THAHLERFEA T, FEHEFN
RIEIXROTTRETHBDEZEZATNET,

- 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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Principle 6 (Communication With Companies), Guideline 1

- current text:
1. When and if collecting information through surveys from a company
subject to evaluation, notifying the company of the collection period
sufficiently in advance. If available and where appropriate, entering,
prior to the request, information that is already known to the providers,
such as those publicly disclosed or submitted in the past, then seeking
verification by the company in question.

* proposed text:

- BN TOERERTA, REEDIAZ2=r—2a FOH RN LD

BURRHEEATVEY , EREOBRIOVLTIE, RAER (T LTI
A=) [ZEDEMYFLD-IEH THAHLEREA T, HeTMEHEREEN
RIEI XD T TRETHLDEZEZATNET,

- 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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- rationale:
While we support efforts to make the information gathering process
transparent and efficient, these provisions are operational in nature and
not consistent with a principle-based approach.
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Principle 6 (Communication With Companies), Guideline 3

- current text:
3. When disclosing ESG evaluation and data, subject to the institution's
evaluation methodologies and customer service policies, to the extent
practically possible, expeditiously notifying or communicating to a
company of the essential information sources of the evaluation and
data, thereby allowing time for the company to check whether there are
any significant deficiencies in the sources.

- proposed text:

practically-possibleexpeditiousty Notifying or communicating to a

company of the essential information sources of the evaluation-anrd—

- rationale:
This provision is particularly problematic for ESG rating providers that
operate under a subscriber-pays model and that have limited contact
with the evaluated company. Furthermore, the proposal is impractical
as it provides an opportunity for the evaluated company to assess
individual data sources at the risk of materially delaying or otherwise
compromising publication of the rating.

- AHMEHRAAFIC LSRR EDIAZA S —LaV FEEGRETHY. REA6IC

DNTIREXEHIFTIENEREEZEZATVLETS,

- FD LT, FHEOT—2EV S HBRMICRESNABERFIOVTIE &

AHICITFHEEEFOBRREICENTRITI LD TH S EIFXTIERED L
BYTHY. CORZEAMEILT 5=, UTOEEMEELELS,

P32 FHAEZFICHRDIEZ -ZITLLOIDTLEL—ET D EIXB 54, 5T
PT—REVSEERMICEEINIERZFCOVTIE, £ EFLDISa
Zr—=a EBEZ DD, HEET, FHERBEN BN EFEICE TR
FTE5LDTHALICITBRENDLETHD, OLI-REBFERTEH, FFEH
BICHEWNTIE, BoFHEOERNLEEZ AEHLMNIL, CHICEDEHHE
HEHAEE T > TS EXELDAHFICEDTEEMNITHALTIKIEN
BELEZOND,

- 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.

- 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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Principle 6 (Communication With Companies), Guideline 5
- current text:

5. As an ESG evaluation and data provider, disclosing a "procedures of
engagement" regarding how it normally interacts with companies being
evaluated with respect to the evaluation and data it provides. The
procedures would include elements such as when it requests
information from companies, when and what companies could check
with, how they could raise issues if any, and how the institution would
be able to respond to such issues.

- proposed text:

5. As an ESG evaluation-and-data provider, disclosing a "procedures of
engagement"”

regarding how it normally interacts with companies being evaluated
with respect to the evaluation-and-data it provides. The-procedures—

- rationale:

The principle is now reflected in the drafting rather than specific rules
on the nature of the disclosure.

- BN EETORRERFTA . RFEOIZI2 25 —av D8RR E

HREBEZEZTVET EREOEBHFRICOVTE, RAIER(TIPTILAR
—R)ITEDEMYFTED-IEH THAHLEMFTA T, HFHEHEFNEI
B IXROTTREATIIDEZZATNEY,

- 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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Principle 6 (Communication With Companies), Guideline 6
- current text:

6. Subject to providers’ evaluation methods and customer service
policies, and to the extent practically possible, conducting constructive
dialogue with companies to be evaluated (for example, by providing
feedback on evaluation results).

+ proposed text:

- rationale:

This level of detail is not consistent with a principles-based code of

- BN EERTOBRRERTA ., RFEOIZ2=r—2av D8RR E

HREBEEATVET . EROBZKICOVTE, RAIER(TIDITIA
—R)ITEDEMYFED-IEH THAHLEBFTA T, HELEHEZEN R
E-IXROTTREATIIDEZATNEY,

- 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. In addition, the underlying objectives of the provision are
already addressed by the other guidelines under principle 6

164 | - We appreciate the FSA’s continued efforts in supporting enhanced - CERBYNESTEVET, « Thank you for your opinion.
environmental, social, and governance standards in its markets, as well
as its adherence and contribution to IOSCO principles. We are
supportive of the FSA’s proportionate and principles-based approach
as laid out in the draft Code of Conduct.

165 | -+ ESG Terminology: As rightly pointed out in the Code of Conduct, there | - RITEIREEICFEEH D EHBY . ESG 5l - T—RIZIEER R GEDHNHY . 135 | - As stated in the Code of Conduct, there are various types of ESG
are currently no specific statutory regulations or definitions for ESG ERELEREMTTLODIEN L. BFRICEVLWTHEBKN-—EDERZE | evaluation and data, and the market as a whole continues to change.
evaluation and data. They can cover a wide range of products and KCLIFBSZTRWNEEZONFT TN, 5IEHmETHEOEBRFEIHRLTE Therefore, it is considered to be difficult to establish a mechanical and
services designed to meet investors’ needs. We would therefore WUET, uniform definition at this point in time. However, the FSA will continue to
suggest the FSA consider defining ESG terminology and the categories monitor market trends, etc.
of products intended to fall into the scope of the Code of Conduct.

166 | - Recognise the difference between ESG ratings and ESG scores: Inour | - C#HMD ESG L—T424J &£ ESG Ra7)U T MDENELES ., ESG 5Hfi- | - There are various types of ESG evaluation and data, including the
earlier response to the FSA’s questionnaire on ESG related products T—RZEHRARGELDOLNHY . TIHFEARELEREHRTTTLSIEN, L, BREF difference between ESG ratings and ESG scoring that you mentioned,
we highlighted that while in some respect they are similar, there are RIZBLWTHEHM - —ROERZTEC(CLFIB A TRV EEZONET, and the overall market continues to change. Therefore, it is not easy to
differences between ESG ratings and credit ratings. The difference - ZO LT, ATERE TIL, FHEOFEREICEAL T, FHEFENIRER. set a mechanical and uniform definition at this point.
between ESG ratings and scores should be recognised and defined in TEZDELVEREN R THMNZNEDTHAIEEIZIX, FHEDZE | - On that basis, the Code of Conduct points out that, with respect to the
policy and regulation, especially as ESG scores are the result of an BFHENERLOTC FBEROEZNIIERMICIE T T HAEEMEAHS |  objectivity of evaluation, if the evaluation method is easy to understand
objective, systematic processes relying exclusively on public data. The ExEHLTLET, from the perspective of a wide range of parties concerned, such as
absence of subjective assessments makes scores less prone to investors and companies, it may be easier to ensure the objectivity of
potential conflicts of interest. Such distinction already exists in the evaluation and relatively reduce the risk of conflicts of interest.
analogous regulation such as the EU Credit Rating Regulation (Art 3.1
(y)), which defines scores as a measure without subjective analyst
input.

167 | - Data Gaps: We believe the key challenge faced by ESG evaluation and | - ESG IZEAT 5T — 2D EEILEFEELFEELEZTHEY.IPX (BXESEIAT | - We consider the development of ESG-related data to be an important
data providers is the existence of data gaps. The underlying data that TI—)LEHELT BEORITRERELZENTBMERI SV I+—L1 | issue, and we will continue to advance various initiatives such as
feeds into ESG evaluation models and scores needs to improve in ZEE-LFTT S E  RRGEEAZES I EHREEHTENYET developing and expanding an "information platform" to aggregate bond
terms of quality, relevance, availability, and comparability. This would - F  REOYRTFEUTARATRICONWTIE, hREAMG S EMEDH issuance and other ESG information in cooperation with JPX (Japan
reduce the need for estimations and improve comparability of ESG F-RELEOBRANCEELEATHY. EREZERTR/A—Tv—"7 Exchange Group, Inc.).
scores. We would therefore recommend that the FSA’s regulatory focus | —F 24 - J I —TIZH1TE5HEE (AFE6 B ) #HFZ T, AMEEHHKEE | - In addition, we believe that corporate sustainability disclosure is
concentrate on the mandatory and standardised reporting and THRTFET1EHRE—ANIZIRBE T -0 DEEWEFRTHLE important from the perspective of maintaining and improving corporate
disclosure of ESG data at company (and sub-entity) level. THOEDHEREZEDHTIVET , £ EFRMIGLLE ATREMEHER T D value over the medium to long term. Based on the report of the

168 | - We believe that globally available, comparable, and reliable CEHLEELORMICIS>T. WAEELT. HRATFEVT+EEZER Disclosure Working Group of the Financial System Council (June

sustainability-related data is essential to facilitate more reliable ESG
ratings and scores. The transition to an environmentally and socially
sustainable economy will remain very challenging without mandatory
corporate disclosures and globally agreed reporting standards. We

(SSBYZHMERNNERZENL DD BRYRTHE T+ EEEE
Z(ISSB)ETHERMGEEREICAITEmICEBNICSEL TS E
CATY, £=. 5. SSBI [ZHUVT, ISSB DEHLHEEZ DD, HHE
DY RTFETHATOEFRMNBEDRGANEDONSIFETT,

2022), the FSA is proceeding with disclosure system reforms such as
creating a new section to provide sustainability information in an
integrated manner in company’s Annual Securities Reports.
Furthermore, from the viewpoint that it is also important to ensure
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encourage continued cooperation between regulators and the industry
to support convergence and standardisation among the several
standards as they emerge. In our recently released policy paper, we
recommend that domestic disclosure frameworks (i) include transition
plans and (ii) align with TCFD / ISSB standards (as their development
is completed). This will help to improve ESG data quality, availability,
and comparability.

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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Principles 1, 2, and 4

- We are supportive of these principles as drafted. We believe
transparency should be the central principle of ESG evaluation and
data products with a focus on the following areas: the purpose of such
products, the methodologies including the approaches to materiality,
weights and estimates, as well as the description of underlying data
used.

- CHEOLERY . ERAMOEREERTHIEZATLET,

- As you pointed out, we believe that it is important to ensure
transparency.
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Principle 3

- We are supportive of the principle mitigating conflicts of interests. Strict
company policies should be in place to preserve the independence of
the ESG evaluation and data providers. The distinctive features
between ESG scores and ESG ratings should be acknowledged in the
FSA’s Code of Conduct to keep the policy intervention fit for purpose. A
transparent and rules-based methodology, together with the use of
public data will minimise subjectivity in ESG evaluation and diminish
potential conflicts of interest.
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Principle 5

- We are supportive of the principle dealing with confidentiality. It is
complementary to our recommendation that the ESG evaluation and
data products should be based on public data, to the extent possible, in
order to minimise the usage of non-public data and estimations. It is
also a further element that usually distinguishes scores and ratings as
scores tend to be based on publicly available data.

- CHEOLSY, IZREROEEOFTHEF EEETHHEZATVET,

- As you pointed out, we believe that the management of conflicts of
interest and confidentiality are important.
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Principle 6

- We are supportive of the principle ensuring good communication with
the companies. We believe it is legitimate for companies to have
adequate visibility on the evaluations performed and access to the
underlying logic in order to ensure a full understanding of what the
evaluations are meant to measure. This is particularly important given
the different use cases and purposes of ESG evaluation. The
companies shall also be able to review and submit comments on their

ratings or scores to the ESG service providers.

- ZHEBEOLBY . £EEOAZA S 3V FEETHIEZEZATLET,

- As you pointed out, we believe that communication with companies is
important.
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- #f=bIE JFSA D ESG FHli. T—4-TANAF —DHIFITH L THRHIIC

FANANBETHAHEVSRAZRHBLTCVET, FAf-bIX JFSA L ESG
Pl - T — AR FCRAIEMNHRIIHLT. EF R0 FEHZE
WAL, BA®D ESG §Hii& T—2 1M (T O/ 14 —) 2R 5 HIIZF
DELENOERICHT BT—F N\ v IEEDHH-HICHIFSMERVYTA
AT —ERFEBERTL T ZEE LI LIV LET  RESh T
TEFREERIL. COBRZRMNERENRMINTLET, FfzbIE. TR
&I N\NTURDENT=KREFESNE=XETHY . ESG L—Ta2T &T—
ATIEDOERARES O . BRELGH /N FT U ADHEEZIETIERICHHo
EBDELO>TVNDENSIRAELTNET , #hf=bId, JFSA [CLEIRES
NE=77O—FEEUL ., TERERICH S ESG 5. T — 2R HEHEES
(FANAF ) IZBRBRAUER. A2 TS T7 - THORTLAV I DFiE
[CkBATOEARNGEZHEZHFLET,

- We recognize that the JFSA sees a need for regulatory intervention in

the market for ESG evaluation and data services. We thank the JFSA
and its Technical Committee for ESG Evaluation and Data Providers for
engaging with market participants, including the providers, to inform the
Committee’s work and gather feedback on the Committee’s initial
recommendations regarding regulation of ESG evaluation and data
providers. The proposed draft Code reflects this constructive dialogue.
In our view, the Code is a well-balanced and thoughtful document that
meets the industry where it is while helping to advance transparency
and strong governance in the ESG research market. We welcome the
JFSA’s measured approach and supports the principles-based, comply-
or-explain disclosure framework for ESG evaluation and data providers
as proposed under the Code.

- CHEROERY . ESG FHli- T —2RMA. FEKICKSRIBEIRIZED

EFEICHEBINDEFRL., T FRUBEDRAETILOEILEICH
LTHEEEHRELIFERINDLSIC. RAER TV TIAR—R)2LB1T
EBIREIIEETHLHIEEATVET,

- As you pointed out, we believe that a principles-based Code of Conduct

is important to encourage further improvements in ESG evaluation and
data provision based on the creativity and ingenuity of each evaluation
and data provider and to ensure flexibility in response to future changes
in its business model.
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C EEDTBREEDETESFICEHILRBEEUTORYTY , HEIB

HZEER T B1=-OICBRREICERSN -, BT REGTHREREZHIRE
LI=RRDORHNd T 5FhF=D—EHGER A KUY JFSA [ZHETLTIEE
T:l'\hEEE%?TTL—CL\i_d—O

- Fht=blE, JFSA DRESh LRI EN-RHT7TO—FZEHEL THY.

ESG FHii& T —4iRHEHE (T o442 —) ICRHEHRMGREIER. O
VIS AT IHORTLAV IORTFEDREEXIFLES,

- BB COERRNLEMF L SHRETONSE—ZH T 5 & RU

EfRELGERD ESC FMTRDINRERH . BERIBLENRFICKDITAD
WEMRERELIISEICIE. TERELN R R TOBEYLRH OER T
HHEEAFT . A-BIE, SEHEEEERHE (0SCO)DitESHT0
NAT—DA/ROD— FBEROERE, BN TOH/NNFURAEEKICE

- CHEROERY . ESG FHli- T —2iRMA, FEKICKSRIBEIRIZED

SHEICHESNDSEZRL. T FRMBESRRET ILOERILFITH
LTHLRAMEAERINDISIC, RAIER (T TUA—R)IZ&LE1T
HREILEETHIEZATLET,

- As you pointed out, we believe that a principles-based Code of Conduct

is important to encourage further improvements in ESG evaluation and
data provision based on the creativity and ingenuity of each evaluation
and data provider and to ensure flexibility in response to future changes
in its business model.
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THEAMERICLE. RRIFED7 TO—FER<AERELET .

=B BESNITHREIEINSOZLOEREERTSHEEZFE
T, BEITRSNEY. TEREI/NMREO TN/ F—IZBED AR
252 AT EHKBATREOTONAE —(ICH L THEGENHYET, FA
=B, ITEREDFRIDER. MU, JFSA M FRET HIFTRIA.
RIETEH—ERADLHAEDOHFE. FROMESE LY —EXFERITHRLSHM
B ESLRFEZ T, BB O T, BEEC., M I REEDAIZH
TR AERREICERERITDILLEFNDILEXFLET  FAD
(X, JFSA B3, ITBNREDRBIRIZE VT, COXEEHMBFT HL53<
ERLET,

- JFSA M IOSCO DERFFHREIETLNSIEMD, SRIDTHREIE. 7
ONAS—  RER. BEEBICE-THLADHIBAMEEEBNI=-H /T
ADRFRBDOERESITARELZEDEL>TVET  FAl=B 1L, ESG
L—TaJ ET—3BEMDTONA T —H, FIIEHR D FELPEEDF I
MRET AN THRT 510, RITETNEEELERT 5-OICERDH D
BEZELOINETHLHLEOI L, TLTHEEFICH L CLEHGFRERE
L. BEMLGABEREENICHTETONS T —DORIGHEEIZDOLTD
+RERAMEITICLITGRRELES . TANA A —DBENET 21— T
DOV ADINYT—Uk —RICEZICT VL AAEETHAHIRET, EH
MICEEABTHRESN., FIBHEROTEEEHEL, SEMNICTHASH
BRETY,

- BEAGOF. TEREI. ESG FHET —2REIZE VLT HED A ER
OEEZTEDY., FAREER LAV ETT  IhILBELREIEES
FRIL. RERDEFOEILEFTNIZESITONA T —DBERFAODE
EMEEIR. ERAMICZLLEDELY, EHLTLERRESIERZIL
MaFEtE A, ABIEX. BROBM. 770—F . EXMNLGAYFOD—%5
LTANA T —DOFHEDOEZHLBAIEIZSN ., TADBERINTWDIEE. T
ANAS —ETEHERERICENET S LEBRRITILELL OLATFRT
HBHEND JFSA DEZFZXFHLET FhfBI(E, Fi=. AVFOD—DR
RIETANAT —DHPEELZEZ R T AETHY ., TOHBDFEEST
BIEEERITRELENS JFSA DEHICHLEKEEL, B#L:=LE
T, CDmIE. RRIZERT S ESG FHli- T—AHBICENT. HEDT
ODEFENRA/R—3VF BT BRERIVELTHBRZREZRBETS
ZEND, COMHBICREEENATNLDTT , £AERMICIE, Fat=H(E. JFSA
DRAERICEDTTO—F (&, ESG 5Hli- T— AR —E XML K
[CLBRIBEIRICEDESSICHEINSIEL FFRMLBEDRRE
TILDOERFICHLTERREDHERINDIIEER T LVSKERICREL
T ATHREDNSURDENE=TTA—FEIL, BRITHREOBAMN
RKFEFNOBMADTOANAT—IZFEFICAIBETHIELEEREFT .
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&Y BRERETED=ODTHREL T A TOREQTONSFT—H
XFITHEERTEBAFT,

- Below, we comment on key areas of the Code, offer our general view
on regulation of the industry and a few suggestions for the JFSA’s
consideration, with the goal of encouraging a well-defined and workable
Code that fulfils its regulatory objectives.

- We commend the JFSA’s measured and thoughtful regulatory
approach, and supports the proposed voluntary and principles-based,
comply-or-explain disclosure framework for ESG evaluation and data
providers.

- Given the nascent and diverse set of providers in the industry and the
state of global corporate ESG disclosure, should policymakers
determine a need for regulatory intervention, we believe that a code of
conduct is the appropriate regulatory path at this time. We strongly
advocate for a principles-based approach based on the International
Organization of Securities Commissions (I0SCO) recommendations for
transparency into providers’ methodologies, management of conflicts of
interest and internal governance practices.

- In our view, the proposed Code achieves many of these goals. As
drafted, the Code is flexible to accommodate providers of different sizes
without placing undue burden on smaller providers. We support the
Code’s definition for “disclosure” and the JFSA’s recognition that
disclosure may refer to public disclosure or to disclosure “only to
customers or companies subject to evaluation at the discretion of each
institution, taking into account the characteristics of the services and
users, the confidentiality of information, and intellectual property related
to service methodologies.” We strongly encourage the JFSA to maintain
this language in the final Code.

- Because the JFSA has leveraged IOSCO’s work, the Code is rooted in
“North Star” regulatory principles of transparency and good governance
that are familiar to providers, investors, and regulators. We strongly
agree that ESG ratings and data products providers should take
meaningful steps to eliminate or to manage and disclose all perceived
or actual conflicts of interest, as well as provide their clients with
extensive information to ensure that clients are fully informed of
potential conflicts and the steps the providers have taken to address
the identified conflicts. A provider's comprehensive due diligence
package should be easily accessible to the public and should
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incorporate a routine review of the provider’s business lines to identify
and reasonably address potential conflicts of interest.

- Critically, the Code does not prescribe specific methodological

approaches or criteria for conducting ESG evaluations or providing
data, nor template-based disclosure which, given investors’ changing
preferences and therefore providers’ changing product lines, runs the
risk of being overstandardized with limited to little user utility or of
becoming stagnant altogether. We support the JFSA’s view that where
a provider’s philosophy of evaluation, including a product’s purpose,
approach, and basic methodology, are made clear and are accordingly
applied, diverging evaluation results between providers are not a cause
for concern but rather a positive feature. We also strongly support and
appreciate the JFSA’s recognition that disclosure of methodologies
needs to account for providers’ intellectual property rights and the
ability to protect proprietary methods. This is especially relevant given
the fast-evolving ESG evaluation and data market, where competitive
differentiation fosters innovation and offers investors the choice they
demand.

- Overall, we agree with the JFSA’s conclusion that the principles-based

approach will encourage “further improvements in ESG evaluation and
data provision services based on [providers’] own initiatives and
ensuring flexibility in response to future business model changes.” The
Code’s balanced approach places the implementation of the Code
equally within reach of big and small providers, and we believe this will
encourage providers of all sizes to endorse the Code for the benefit of
investors and the market.

175

- ERH. HIg TR ORI ESG T2 -FHEDTO/NAF—DHi5E

M+ ITHREL  IERLEE T AT-OICEETY , FAf=bE REDNH AL
WEFEEEZONSBREDIKRICENTIE, ESG T—42-FHEDTA/N(
F—DRAERDFEBIZTITERE) A%, ESG HBD—EELT

(I0SCO [CEZHSNAHIII) RN LGHBOSERDEREZEEZZET .

- BRI EMN ESG TONA T —KRERGITHENIALHZERLMLT

WBIBEITENT, =6, BRTHRFEIEICHLTREGRAEZR>T
WET, —DDERISHLER P THREM T, FFMRMTRFNRESL
SREREGHARENTVALTY  F=BEBREBELEMNHALT,
IOSCO D#E(IRILI-EETERMATIO—FERY AN, £f=. 70O
NAF—  BIPBEYGEEEZDOERDEETRELE TORMEEZRHL
E S

- BIREHA TH—ERR#MNITHONS ESG §Hli- T2 DHRHZRFEAN

(X, SEAEEEEE#E (10SCO) N EEL-ERMLRAZREZ DD,
FERICEWTHAOEN - IEEEO T EIFEETHDHEEATNE
ERB

- 10SCO IZBEWVWTIE. EFE11 BICKRELERBRREEDBREZIRILLVER

FITRBEISEHLD., FHEHE - - REREFDORLVERE OGS
DEMAEEDHTNDECATTA, BERLUB/EEELDD, BEMIC
IOSCO IZH+HERISMLTENYET,

- 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.

- I0SCO 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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- BTAMGHRERTE. TON\/4—0 ESC BR DX BERAEOF BHERM
DEFLLY, AHBEFORDLEGERMS., SHICEIFEZESISEITL
(72 BHRTREM L HYE T . M ERAIIZ, A2 H S KRB [EE R
RIRB OGN IL, RER, BERITKR.ESC DIY—F-TON(4—F&
UHHIHEICERELBYET . ESC DTG, B2FEIZERLTEY.
ISS [X. BURELEN. FROHESAZRLA/A—230FFTHEH
(2. TR TOBEBEICEN TR SN 7 TO—FERY ANDIENE
BREEZZAET . CORIGEBT, Af=b(E, ITEREEEICEIT 5 JFSA
DEEEFHENF-TTO—FIZHRL. thDRHEE DML EHEEX
BLETS

- Global and regional regulatory convergence is essential to a well-
functioning and growing market of ESG data and evaluation providers.
As it stands today, where regulatory intervention is deemed necessary,
we believe the most practical common denominator path forward is
principles-based regulation - such as a code of conduct - of ESG
evaluation and data providers and of ESG ratings (as defined by
IOSCO *, a subset of ESG evaluations.

- To the extent policymakers are committed to regulating the ESG
provider industry, we caution against a regulatory rush, likely resulting
in scattershot and inefficient regulation across the globe of a single
industry. We encourage policymakers to work together to embrace a
deliberate global approach in line with IOSCO recommendations and a
workable scope for regulation of providers and, where applicable, their
products.

- Fragmentation of reporting requirements and a lack of common
terminology for providers’ ESG products may hinder transparency and
unnecessarily raise duplicative or worse, conflicting, regulatory
obligations. By contrast, regional or, ideally, global regulatory
harmonization would benefit investors, corporate issuers, ESG
research providers, and regulators. Because the market for ESG
analysis is rapidly evolving, we believe it is critical that policymakers
take a thoughtful approach at every step to encourage new market
entrants and foster product innovation.

- For these reasons, we appreciate the JFSA'’s thoughtful approach in
the proposed Code and supports its ongoing collaboration with other
regulators.
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* “ESG ratings:” refer to the broad spectrum of ratings products that are
marketed as providing an opinion regarding an entity a financial
instrument or a product, a company’s ESG profile or characteristics or
exposure to ESG, climatic or environmental risks or impact on society
and the environment that are issued using a defined ranking system of
rating categories, whether or not these are explicitly labelled as “ESG
ratings.”
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- #ht=blE. JFSA N ESG T—4%-FHiifm D2 EREL L. KEMIZH

T, ZLDBZEHRMTRONENSHIBTICERLET .

- JFSA (%, IRk . ESG i - T—27O/N\A S —IZxf L SFB D EENERE

LTULVENZEN S, RIS RELE->THY . ESG B & STl (<44
B —ROEEEHEFINBEZ TR IELTWS, A =bEFDREICE
BLTWET, Fhf=bI%. ESG BEDFHEDBMELEL T ¥—R/IN(5—R
[C&YHETL, TANAE—(E, REIR—XIZKVE LDy —REHET 5
ZEHMEEFHFDELD JFSA OBEERE (TANAF—D1=hDIREA. TR
EITHEIL TV TTRENR) (IBRTHIEEZ . BGHELTULVET LH
L.TESG FHfi1& WS AEISBEICLEEICERASN D REE N HEHLE
AET, JFSA NTEREDZERRETONA T =M TONA T —DEH
[THEKLTZBE . fh b, TEIRERIEEIZ I0SCO ICBHREICE&Z SN -
ESGL—TA4 VB LUVHLOBERIZERZELNRETHY.ESCG T4
BERIEECRETHENEEZAFTT BFICELTIE, FAf=bIX. ESG T—4
(XM IDIHBET—2OZDTONAF—LRZFOEEDLEICRDOND
RETHDHEHCBNET ESG TR L THAFLEERETICLE, &
HBEREL TR L BB, MY —EXRER DD S EFTIE.
T—AEHICAL TR TOENIENLRERIZIITFEELT-
HLET . BESN=TONAFT—DLARILTOBAMEIL, TDH/NAFUR
A&l NEMRER MIBHEREE, REEE, AMBRKICHIZY.ESG T—
APZTOREEERICEOLIBELGRIICHRMICHLT HEEZFT,

- We agree with the JFSA’s determination that a standardized

classification of ESG data and evaluation products is inherently
challenging and, in many cases, unrealistic.

- The JFSA identifies that because there are no statutory definitions for

ESG evaluation and data providers that regulatory scope is “an issue,”
and that establishing a “mechanically uniform definition” of ESG-related
evaluations is “not easy.” We agree. We find helpful and appreciates
the JFSA’s related guidance (to providers potentially complying with the
Code) that the scope of ESG related evaluation should be judged on a
case-by-case basis and that providers have the flexibility to assess
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FRAJAZENT, FREFNSIKITEDSSHERIL. EEMHCARMEEHAT

HREEMRIIBET HE . FEGER - FETHIST HENFHET

HEHEZTHLLTLSETATY,

- 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.

- 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.

- 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.

- 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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each case on a principles-based manner. Still, the term “ESG
evaluation” is potentially overly broad.

- If the JFSA extends the Code in its final form beyond providers

themselves to providers’ products, we believe the Code should focus
primarily on ESG ratings, which are well defined by IOSCO, and similar
products, and should not include ESG data products. With respect to
the latter, we strongly believe that ESG data should be treated on a
level regulatory playing field relative to “traditional” financial data and its
providers. We do not see a public policy justification for raising unique
scrutiny of ESG data, which would be unprecedented and to the
detriment of investors since data aggregation is otherwise not regulated
in any other part of the financial services industry. Transparency, as
proposed at the provider level, into providers’ governance structures,
internal controls, conflicts of interest management, quality assurance,
and human resources development would effectively address any
significant concerns about the provision of ESG data and related
products.
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- We appreciate that the JFSA has already considered how the proposed

Code may at times overlap with existing domestic regulation, such as
Japan’s Stewardship Code. We recognize the proposed Code offers
some clarity in such situations by stating that ESG evaluations provided
to individual companies as a one-on-one consulting service, rather than
providing evaluation by horizontally comparing listed companies, may
not be in scope of the proposed Code. Nonetheless, we would support
the JFSA explicitly stating in the final Code that where the provision of
proxy advice overlaps with the proposed Code and may therefore be
considered “ESG evaluation,” that service providers report only to the
Stewardship Code, which specifically covers proxy advice.
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- 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.

- 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.

- 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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- We agree that basing Principle 6 (Communication with Companies) in

providers’ policies and procedures (for “procedures for engagement”)
will help ensure that the interaction between providers and rated
entities remains constructive and is balanced in favor of safeguarding
provider independence.

- We support the JFSA’s aim of ensuring the independence and

objectivity of ESG evaluation and data products. We agree that the
credibility of ESG ratings and data products is rooted in their accuracy,
independence, and objectivity, as well as that of the providers who offer
them. We also support the JFSA’s determination that ESG evaluation
and data providers should have a dedicated contact point through
which companies can submit inquiries and “procedures for
engagement” with rated entities. We agree that providers should take
an open and transparent approach in relation to corporate issuers and
seek to provide issuers with insight into and understanding of providers’
research processes and methodologies as well as the data and
analyses that are integrated into reports.

- CHEOERY . EREDBFHNGHEIIEETHAIEEATVET,

- As you have pointed out, we believe that constructive communication with

companies is important.
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- Equally, we strongly support the Code making clear that interactions

between a provider and a rated entity should be “constructive” and
subject to the provider’s discretion and policies and procedures. We
also support language in the Appendix stating that “companies should
be careful not to give impression to ESG evaluation and data providers
that they are exerting undue influence....”
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- We fully support the JFSA’s emphasis on the need for comprehensive

and comparable corporate disclosure as a foundation for ESG
evaluation and data products. We agree that effective and timely
corporate reporting is essential to and will enhance market confidence
in ESG evaluation and data products.

- I0SCO has found that “the lack of standardization of corporate

disclosures...impacts the quality and availability of information that can
be used by ESG ratings and data products providers. “We agree with
this finding and therefore support the JFSA’s and other regulators’
efforts to promote decisionuseful, machine-readable, and reliable ESG
corporate disclosure. We strongly support the work of the International
Sustainability Standards Board (ISSB) to develop a “global baseline” for
sustainability-related disclosure standards. These efforts are critical to
closing the gap between current corporate reporting, upon which
providers rely, and investor needs, which providers try to meet.
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* We 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
company’s Annual Securities Reports. In addition, 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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- Greater corporate disclosure will not only help ensure a high-quality

information baseline for the benefit of ESG research providers, it will
enhance investor understanding of companies’ ESG risks and
opportunities and deepen ongoing engagement between investors and
issuers.
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5% ERHIST (AFM: the Netherlands Authority for the Financial
Markets) RUT5RER/MIET (AMF: Autorité des marchés
financiers) MERMICARLIZRI L3V R—/I—I2&kDEESG T—4
RUY—ERIZHRLTIHEOHREIL, 2025 FFTIZ 50 EXRFILLAEISET
BAREME DB D ESN TLVET (Position Paper: Call for a European
Regulation for the provision of ESG data, ratings, and related

services) .

- We welcome the intention of JFSA to improve the role that ESG

evaluation and data products and the providers of these products play
in the financial market. These products and providers play an
increasingly important function in investment processes and the market
for ESG evaluation and data has experienced considerable growth and
consolidation in recent years. Demand for these products and services
is only likely to keep growing in the future, given investors’ accelerating
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- 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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interest in ESG and sustainable investing and as they increasingly face
mandatory ESG disclosure requirements®.

- In light of these developments, we are generally supportive of the
JFSA'’s proposal to establish a Code of Conduct (‘the code’) for ESG
Evaluation and Data Providers. Alongside the Stewardship Code and
the Corporate Governance Code, this code can contribute toward
enhanced consideration of and engagement on ESG risks and impacts,
and in doing so, support a more sustainable financial market. To better
ensure that the code plays an effective role in improving the
consideration of ESG risks and impacts in the investment chain, we
recommend that the JFSA consider the following.

* According to a position paper by the AFM and AMF, the ESG data and
services market could reach a value of over US$5 billion by 2025
(Position Paper: Call for a European Regulation for the provision of
ESG data, ratings, and related services).
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- 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.

- Although we believe that each provider would consider how to “explain”

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.

- 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.

- 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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B EZEE S ‘Targeted consultation on the functioning of the ESG
ratings market in the EU and on the consideration of ESG factors in
credit ratings’

Recommendation: Implement public reporting requirements that make it
mandatory for supporters of the code to explain which principles and
concepts they comply with and how.

- We recognise that the code’s principles-based comply-or-explain
approach is proportionate and will allow for market innovation.
However, this approach will only be effective if entities that publicly
endorse the code are subject to clear disclosure requirements about
how they do so. Without such a requirement, the potential for market-
based accountability and innovation will be significantly reduced.

- Currently, the draft code does not explicitly provide for any effective
accountability mechanisms, either by regulators, or by the market. ESG
evaluation and data providers are required to publicly disclose their
support for the code but not to disclose if or how they have
implemented it. As was with the expectations of the Stewardship Code,
this approach can allow for a focus on industry best practices without
setting minimum compliance standards. However, the lack of any
effective accountability mechanism can undermine market participants
confidence that providers are complying with the code and limit its
effectiveness. Stronger accountability would not only help to codify
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principles and guidelines of the Code, or explain the reasons why they
do not comply with a particular itemprinciple or guideline.

When implementing the principles or quidelines of the Code, it is

important to provide easy-to-understand explanations so that readers

HEDDHMYPTVERBIRNBELLDEEZOND,

can understand the specific status of compliance with each item of the

principles and guidelines.

Even if an organization endorses the Code of Conduct, it does not
mean that all principles and guidelines must be uniformly complied with
by the organization. However, when the endorsing organization would
not be implementing certain aspects of the Code, the organization
should make an effort to explain the specific status of compliance with,

and the reason for not complying with, each item of the principles and

quidelines, so that investors and companies may understand its
rationale and the status.
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terminology and promote greater consistency, it would also create
market efficiencies and level the playing field on existing best practices,
rewarding first movers and the best performers.

- To ensure minimum compliance to the expectations of the code, ESG

evaluation and data providers should be held accountable to report
publicly on their approach to the six principles and guidelines of the
code, much like the existing Corporate Governance Code. This would
also provide a clear space for ESG evaluation and data providers to
explain which principles they are not in compliance with and why.
Introducing a standardised reporting expectation that aligns with the six
principles and guidelines would also enable investors and companies
to efficiently understand the approach and philosophy of each ESG
evaluation and data provider.

- Such an approach would align with the sentiments evidenced in the

European Commission’s targeted consultation on the functioning of the
ESG ratings market in the EU and on the consideration of ESG factors
in credit ratings, where “almost all respondents (97%) consider that
ESG rating providers should be subject to minimum disclosure
requirements in relation to their methodologies, and most consider that
they should be using standardised templates”.”

* European Commission ‘Targeted consultation on the functioning of the
ESG ratings market in the EU and on the consideration of ESG factors
in credit ratings’
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- In light of your comments, we have altered the Code as follows :

P2 The FSA will fermdisseminate the finalized Code of Conduct for-
ESG Evaluati {0 Provid : bl ltation—and
disseminate-it-and-to, grasp the situation at-an-early-stage-and-
proactively-and-continuously respond to such ehangesprogress, and

consider in three-year term whether or not to take further actions that

are including but are not limited to revising the Code.
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*A U REEZER 5| & & £ Consultation Paper on Environmental, Social
and Governance (ESG) Rating Providers for Securities Markets |

Recommendation: Implement a triennial review and revision process that
ensures periodic reviews of the effectiveness and relevance of the code
in the future and revisions.

- Reviewing the code on a three-year cycle would help ensure that the
content of the code as well as the mechanisms to ensure compliance to
the code are relevant and proportionate to the status of the market.
This should include reviews on the state of compliance to the code by
reviewing the disclosures and practices of ESG evaluation and data
providers publicly supporting the code.

- Currently, the draft code does not explicitly note any intentions by JFSA
to subject the code to periodic reviews and revisions. Especially in the
early stages of implementing the code and given the voluntary
principles-based approach that is being taken, JFSA should commit to
measures to ensure that the code is operating effectively and that
stakeholder expectations are being met.
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- We therefore recommend that the code be subject to a formal triennial
review to ensure that it remains aligned with up-to-date market
practice, as well as with information users’ needs and expectations. In
light of the rapid developments in this area, ESG evaluation and data
providers will continue to work with their stakeholders to improve their
governance and transparency practices regarding their services and
products. The review should therefore also consider how ESG
evaluation and data providers are improving their practices on
governance and transparency and consider whether further regulatory
action is required.

- For example, the review could consider whether the implementation of
an accreditation system for different types of ESG evaluation products
could be beneficial, potentially distinguishing between those focusing
on financial risks posed by ESG factors relevant to a company and
those focusing on the environmental and social impacts of companies
on their externalities. This is the approach currently being suggested by
the Securities and Exchange Board of India (SEBI) *.

* Securities and Exchange Board of India ‘Consultation Paper on
Environmental, Social and Governance (ESG) Rating Providers for
Securities Markets’
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- 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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Recommendation: Provide more clarity on key concepts used in Principle
4, regarding the transparency of methodologies and processes used by
ESG evaluation and data providers.

- The clarification of key concepts used in Principle 4, such as “purpose,
approach, and intent” and “sources of information”, would help to
ensure a greater consistency between different providers and provide
investors with the information necessary to understand the products
and services better.

- Investors need to be able to understand an ESG evaluation’s or data
product’s intended purpose and how its outputs are determined, to
choose the product that best fits with their investment processes. In this
context, transparent and well-communicated methodologies are critical
for supporting investors to make these choices — including when

79




changes are made to the underlying data or to the methodologies
themselves. In addition, improved transparency would not only help
investors, but also make ESG evaluations and data products providers
more accountable for how they verify and validate their data sources
and metrics, including to regulators. This in turn can help to increase
the reliability and quality of ESG evaluations and data products and
would also help the market better understand the reasons behind
divergent ESG evaluations from different providers.

- Enhanced transparency of methodologies would also help to ensure

that investors applying ESG evaluations to different asset classes are
able to undertake analysis on the appropriateness of the evaluation for
use in their particular investment strategy and/or analytical model.
ESG-focused data, products and services have historically been
tailored to meet the needs of equity investors. Our research highlighted
that fixed income investors utilise ESG evaluations and data differently
to equity investors, recommending that further transparency and
customisation of methodologies is required to properly accommodate
this market. Our ongoing work in this area also notes ongoing
confusion by market participants regarding what is measured by ESG
evaluations versus credit ratings. Enhancing transparency of
methodologies is an important step towards addressing such issues.
Furthermore, even for those investors that carry out proprietary ESG
assessments, it is important to have transparent methodologies for all
ESG evaluations’ providers so they can justify to clients why and where
assessments may differ from third party providers’ evaluations.

We therefore welcome the JFSA’s establishment of an independent
principle (Principle 4) dedicated to ensuring transparency regarding the
products and services provided by ESG evaluation and data providers.
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- As you pointed out, there are various basic concepts and objectives of

ESG evaluation, and we believe that it is important for each evaluation
provider to disclose information based on its ingenuity, taking into account

its own policies and dialogues with investors and companies.
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*A > REE%ERS5| & B £l Consultation Paper on Environmental, Social
and Governance (ESG) Rating Providers for Securities Markets |

- To enable greater transparency that is fit-for-purpose in informing
investors of the precise objective of ESG evaluation and data products,
we recommend the following:

Clarify the concept of “purpose, approach, and intent of formulation of

ESG evaluation and data”

- We recommends that the code be more specific on the items of
information that constitute what is broadly referred to as “evaluation
objectives”. For example, some ESG evaluations try to capture an
issuer’s exposure to ESG risks and how prepared they are to manage
these risks, while others assess the positive and negative impact of
companies on the environment and society, irrespective of whether
such factors have any impact on the company’s enterprise value. ESG
evaluation and data providers are currently not always transparent
about the objectives of their evaluations, what their methodologies are
or what data they use. How they make such assessments should be
better explained. This should involve outlining clear expectations on the
evaluation’s approach to material non-financial information.

- In this respect, the approach proposed by the Securities and Exchange
Board of India (SEBI) could be considered.* SEBI has proposed the
adoption of a classification system with the following categories: 1)
ESG risk evaluations that aim to evaluate the impact of environmental
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and social issues on the company’s enterprise value; 2) ESG impact
evaluations that aim to evaluate a company’s impacts on the
environment and society irrespective of whether these issues have an
impact on the company’s enterprise value; and 3) other evaluations
and benchmarks that, for example, evaluate other ESG aspects such
as the quality of ESG disclosure or thematic risk exposure (e.g. human
rights risk benchmarks or carbon risk ratings).

*Securities and Exchange Board of India, Consultation Paper on
Environmental, Social and Governance (ESG) Rating Providers for
Securities Markets
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Clarify the concept of “sources of information”
- As the data coverage of these ESG evaluations and data products

continues to expand to meet the needs of investors, companies that are
yet to establish robust ESG data collection systems are often assessed
based on external evaluations, data sets, and estimations. While it is

- ESG FHEDE LG HEHRRICOVTIE, CTHEBOEBYRENAKRLET
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- 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.

- 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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important for ESG evaluation and data providers to clarify the source of
information they use — i.e. whether it is data issued by the company or
estimated by the ESG evaluation and data provider — it is equally
important for them to clarify the requirements and standards they set
when collecting data. For example, whether or not there has been third
party assurance provided in relation to the data to ensure reliability.

- Another example could be whether the ESG evaluation and data
provider supplements company-provided data restricted to entity-level
coverage with estimated data to ensure comparability with the standard
expectation for group-level coverage. For investors to have access to
accurate and standardised data, ESG evaluation and data providers
need to ensure that the group-level coverage of ESG data is
standardised and where exceptions are made, provide transparency on
the rules and procedures of how this impacts the provision of data or
the evaluation of a company itself. This should be reflected in both the
evaluation and data providers’ overall explanation of their approach, as
well as flagged in specific instances where corporations deviate from
the standard.
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- 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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Recommendation: Providing better clarity in section 3(iv) “Scope of
services covered by the Code of Conduct” about whether the scope is
intended to include ESG evaluation and data providers in relation to
private financial markets, as well as public financial markets.

- Under the section on the “scope of services covered by the Code of
Conduct’, the draft code notes that “the scope of the Code of Conduct
are ESG evaluation and data providers that participate in Japanese
financial markets or provide services to the participants in Japanese
financial markets”. The footnotes further note that that ‘financial
markets’ include “stocks, bonds, loans, and others”, and that ‘services’
include those that fall under the category of “financial instruments
business”. Further context for the intended scope is outlined in the four
items included under the heading of “basic concepts to the scope of
ESG evaluation and data providers that are to be called for support of
the code of conduct”.

- 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.

- 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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- Thank you for your valuable input.
- 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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- 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

FEUTAITOVWTORBAEETIFRT NEEZ. TNETNHELTH
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DRELBFEA T, BYIHIENEESNDHENRAFINET,

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.

- 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.

- As such, we support JFSA’s inclusion of recommendations for investors
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.

- 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.

- 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.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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- 3B E~37TH EEADREIDIBZAIDOWT:36 AN, BEE---
Fi-. BULRAF O T T, BRI S ESG BHHROBELZHERT IRETH
SIDTEYGEGFICEFNEEZLGHEATH L. RIS CEEREFNR
I REJRBNFICOVTEHREEH T RETIELELTLLID,

- ZHEEOLBY  FHATREEL ESG REICHR AR ALTEEAITELT

(X, BEREENEELRENZRE-TEEZONTITN. TOEKMLER
BEHEIZDOWTE, 3— RL—MINF U R-0—FREOBREFLHRFAT. &
TEICBVLVTEYICR-EHLTIRELDEEZTVET,
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MRAIS (SFHEET) IDTEZFH(FIX p27)
IOV AN=TAUIDNWT DI T = A N—=ST 1 (RO
BEE-1ERERICRET 2 HM) IEEREMRBL TSN,

(B2 -EREA)

(1) EXTHDEE(L p31 TDlgender diversity I T A, BEIZhahFEE
THETTIE, BLDOANIIEDYFER A BATIED VA —LWSEERIZHLH
AEW =0, BICKMERRELDRAELZADNET , BAREECHL
THEBMNLGERICENE LSS . COTEREN+2ICEMRE - FRATEDL
SIZTBEHICIE. COHWENBETT,

(2) EEFMHEROCHEERICEATIENZHEET IMYBAHZETTH
THY., =X L ILO [X UNAIDS/UNDP &£&312 2015 FIZTEROEHRZETI
7L, BI5ETO LGBTQ+~DERIDEHERHTULET,
ILO/UNAIDS/UNDP. 2015. 'The promotion of LGBT human rights in the
workplace'
https://ilo.primo.exlibrisgroup.com/discovery/fulldisplay
/alma994894343402676/411LO_IST:41ILO_V2

(3) EFBETIX gender 2, BRD AT THEL PRV IUA—/INFURD
IV —DRLEFENFTFITH. BRTERIZIDIDF— LWV o EEITIK ]
KTERFDANIZEENIMEDHLT  BICBLXDRERLTVDEELZ LN
NETY, () THAZH>TIEZRL. EENMEZSIESEILTLESY
RVETIFHIENBETY,

(4) €ERFTY—2v L TOD IO HEEHRITRLIEEZ DA
https://www.fsa.go.jp/news/r4/singi/’20220715/01.pdf
[CEVWT, [(RHRELGDARIDHFIELT, KELELITHHIRUDUT—TA
/T4 (LGBT FDAR)DBBAREINTVET  SNEDLRIGTH I, Hh
PRI LRI RETY,

- AXETIEIZEHGESG ERDENFITONWTHEHEMGRBEEZITOTLSE

DTIEBYFEBAN S8 —FAIN—2 T 412D TIE, D £S5
(2. —f%(C. HRIOEER-ENERICETI2EHMEEEIETENEEZD
nEd,

87




(BEELESH)

[RFRFvy, EGEICZE- B ARMBEOERARHE]
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T%) A5 LGBT (R 8UR) . KIED IR EREERBE D115, MEIFEEE
FTHKIMEMEIZER(SEC)H 6 H, LIFIL—ILOBEFEELI,

oed
https://www.nikkei.com/article/DGXZQOGNO070EK0X00C21A8000000/

191

- Overall, the draft is a measured analysis of the market developments in
the ESG ratings and data space. We recognize and appreciate the
careful approach that the technical Committee has taken in considering
the views of various stakeholders in their draft.

- 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.

- 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.

- CHEROEERY . ESG FHli- T —2iRMA. FEKICKSRIBEIRIZED

EFEICHEBINDEFRL., T FRHUBEDRAETILOEILEICH
LTHEEREEAERINDLSIC. RAER(TUSTILA—R)2LDIT
BREIIEETHIEEATLET,

- As you pointed out, we believe that a principles-based code of conduct

is important to encourage further improvements in ESG evaluation and
data provision based on the originality and ingenuity of each entity and
to ensure flexibility in response to future changes in business models.

192 | International Coordination - CHREBOLBY ., BEEHA TH—ERREATHNS ESG Ffi-7—4 | - As you pointed out, given the characteristics of ESG evaluation and
- We believe in the importance of international coordination in this area. It | D%MHZEREFEZINIL, SEAEE B EEH#EE 10SCO) A KR E LI-EIFHAL data, which enable cross-border provision of services, it is important for
is critical that any policy initiatives are pursued on the basis of [REIZBFEZ DD, ZFEIZEVLWTHFADEN =M IEEEDH TLKIEIFEE | each country to promote coordinated responses based on the
coordination and harmonisation rather than market fragmentation or THHEBEZTVET, international principles established by IOSCO.
incompatible requirements. There may be risks of market fragmentation | - I0SCO IZEWTIX. EFE11 BICEKEL-HRBEEDBWEZIRILLIBESR | - I0SCO is in the process of engaging in dialogue with a wide range of
and/or potential regulatory conflicts between jurisdictions without FIZERBEIEDES, FHMEHE - ¥ - REREDELEVERELDXEESE | stakeholders, including evaluation providers, companies, and investors,
appropriate consultation and coordination with international partners. DOHEAEEDTNDECAHTI A, BFRAB/EEEL DD, MBI in order to disseminate the intent of the final report formulated in
- We very much welcome enhanced dialogue with the private sector and IOSCO 12T BERISMLTENET, 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 I0SCO - CHEEOLBY . BREEHA TH—ERRZEIATHNS ESG 5Efi-7—74 | - As you pointed out, given the characteristics of ESG evaluation and

Recommendations

- We would recommend that each element of the proposed Code of
Conduct be explicitly mapped to the corresponding recommendation
from IOSCO in its Final Report on ESG Ratings and Data Providers.*1
The I0SCO recommendations will likely be used as the global

DEMERFEANL, GEHFEEEEREE (10SCO) N ERE LB
FAZEFEZ DD, FEICEVLTHADEN =R ISEED T EFEER
THHEZEZATVET,

- 10SCO IZEWTIE. EF11 BICKELE-RBBREEDBREZRILLVERZR

HISRBESE DL, FHEHE - X - RERFOBLVEFRELONESF

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.

- I0SCO is in the process of engaging in dialogue with a wide range of

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.

- 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:

“IOSCO recognises that individual jurisdictions have different domestic
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.”*2

- 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.

- 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.

- 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 JFSA’s leadership on ESG ratings at IOSCO we
would welcome further discussion on the idea of further work through
IOSCO on implementation of the recommendations.

DEFEAHZEDTNSHESATY M, BRI/ EEREL DD, FEBAIC
|IOSCO (&I AEMISMLTENYET,

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 Ibid. page 5.

194 | Clarify Scope - P10 RREEADIERMTEZFIHHEEY . RITHRE (L. HHAED | - As stated in the "Basic Concepts” on page 11, the Code of Conduct is

- With regard to scope, we believe that it should be clarified that services | ®@MIESMFICEEZICH—ERREEZTSIBFEZFUNMNTORRELTEH aimed at entities that provide services directly to Japanese financial

offered primarily for market participants outside of Japan are not in Y, ELAIENTH—ERRBETIBIERNICIIFUNMTORMEELT | market participants, and entities that provide services exclusively
scope of the Code of Conduct. This would ensure that the scope of the HELTRYFEEA, 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 | - Regarding definitions, it is not particularly clear what is meant by “ESG | - FEUMN T DxtRET B ESG §fifi- T—2IZ DL TIE. AXE P10 D*®ZE | - The ESG evaluation and data that fall under the Code are described in
evaluations and data services”. It may not be straightforward to apply HHEICRAIERMGEEZ A ITBWTEBLTULET, the" "Basic Concept" "on page 11 of the Code of Conduct.
the code to data service providers as these activities have a very broad | - 8. TDH T, T—RITDWTIE, BET—ADRE - HEH- TDMODTEER | - It stipulates that since data proceeded by providers has a wide range of
range and the definitions are not precise enough. DRMEITIGEICE. — RIS FEICRAHY . FEICL-TIEIRE estimation methodologies and investors may misunderstand the data

REICRIPZAELSERAAREMNHLIEND, RITEHREDNRETSHE | depending on the estimation methodology and presentation method,

EHRELTWET, 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.

196 | - Itis also not clear if the expectation to endorse the code of conduct also | - ZHEHEDEEY. 7Y IR—Tr—FDHERERZEICEVTEH.ESG | - As you pointed out, we are aware that some institutional investors
extends to “in house” ESG evaluations and data products by banks, iz =i RE T HBENHHILRMLTEY . RITEREICH LTI, conduct and provide ESG evaluations. Therefore, in the "Reference”
asset managers, insurance companies, etc. In order to ensure a level (BEVERERAITOREIZEVT, BERICKDIFEHREATO—IRELT. part of the document, we recommend that investors clarify their
playing field the scope should be impartial and should apply equally to BN T35 (B REHE) D FEZEZEHSMNILTULKREEZHERHLTLY | methods of their own (in-house) evaluations as a part of disclosure by
ESG evaluations and data that are produced by such entities. F9, investors.

197 | Implement or Explain - CHEEOTHREOMED (TOERMLEEZ FIZOLTIE, LTDLS% | - With regard to the positioning of the Code of Conduct and its basic

- We welcome the proposal on page 9 that “when the endorsing
organization would not be implementing certain aspects of the Code,
the organization should make an effort to explain the reason, so that
investors and companies may understand its rationale”. We believe this
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.

RETIEMIC P8 [CRRETHILELTLET,

- RTHRE L ESFICEDE—RITHIEERDDIEDTIEEL &
BEIC. HEOBEICERILINERZ(TANDSEDORBA (AKR)EFU
M. ZANKBICEWNTIE REDOERE - 1582 EHET 50 Eff
LEWGEEICZIE. TN ZENOREA-E#HEEELEVNEDEBEZHRAT
BN BIaAV TS FT7 - TORTLAVIDFERIZE>TVET,

- TZORTLAL 1% T5BEDERMLFEICOVTIE, RAIERICE
DEMYFELOHIIEHTHAHILERFA T, KFHEMEZEIBIEIX
DT THRETDIDEEZTWETH, SBAFIZE>TRAI R UGS
DIEEZEDEFRANBBHESEARM T MY OTVERBAZITS
CENEEITHDEEZFET,

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
“explain” according to its ingenuity, based on the fact that the Code
is principles-based, it is important to provide specific explanations
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- T REOHEFRAUNZRET DESICONTH, A FICETRAIK
VRS DIER DB FRMEFIKENEBFETESLD. AU
WERBAZATOCENEREZEATLET,

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 - BB EE R 10SCO) MIBEEIL, ESG L—To2FFMRIL<x | - While the IOSCO report covers a wide range of ESG ratings, it basically
- We, through different business divisions, provide a product called the RETHBEDELDD EAMIZIK,. BEEAIEETILIZE O R E focuses on the evaluation of equity and corporate based on the
ESG Evaluation but we also provide ESG scores. Many stakeholders, FHMEZEE A RELTHLMICEREITOTLNDDITHL, R1TENIFRE T |  subscriber pay model. On the other hand, this Code of Conduct more
such as I0SCO, have referred to the broader set of products that F. BORNTHIGEET ) —iR R0 D3 RO R E (2R A EET explicitly includes the evaluation of bonds and loans based on the
provide opinions on E, S, or G matters as ‘ESG ratings’. It would be DEEUNEFEOTWAIELIBEZA T, KYBATRMIZ, RITEGEETIL issuer pay model in the scope, taking into account the growing
helpful for the Code of Conduct to be consistent with IOSCO’s use of [CEIEH-BEFEEHRELTEHTUVET, importance of the evaluation of green bonds and transition bonds in the
‘ESG ratings’ if there is no intention to deviate from what IOSCO’s use | - ZH5LI-AZHFEZ T, RITERE T, ©ED ESC OEHAIZIRZEME markets in and outside of Japan in recent years.
of the term captures according to its definition. FI7%EEHE . ESG DFER (RI7) DT 5. BB D54 E 1RILLY ESG §F | - Based on these points, the Code of Conduct covers a wide range of
MDY —EREXFEL, CNBEFIESG FHMEIELTULVET, ESG evaluation services, including qualitative evaluation of companies'
ESG initiatives, granting of ESG scores, and granting of symbols.
These services are referred to as "ESG evaluation" in the Code.
199 | Clarity on Terminology - CHRBEBEA . UTOESYBIELEL . - In light with your comments, we have deleted the word “accurate” and

- The report states on page 6 that:
“ESG evaluation and data providers are expected to appropriately
provide evaluation and data based on reasonable grounds and
professional judgment, while accurately understanding the movement
of society as a whole around sustainability.”

- Itis unclear what is meant by “accurately understanding the movement
of society as a whole” means. This assumes that there is an “accurate”
and an “inaccurate” understanding of “the movement of society”

whereas in reality there are many different ways of looking at the future.

We would suggest revising this expectation.

P5ESG RENT EHNRIKT HH T, ESG FHili- T—HR 4RI
BULTIE ESG XD EEARDEIETZFHEERLDOD

altered the Code accordingly.

200

- The report states that “given the importance of ESG data, this report
considers ESG evaluation and data as an integral activities”. However,
it is not clear what “integral activities” means. We would not consider
that ESG ratings and ESG data are the same activity and should be
treated the same. We would support a distinction being made between
the two activities of (1) the provision of an ESG rating / evaluation /
score / opinion and (2) the provision of ESG data (either raw or
curated).

- EMAHEK TR, T2l I —ATRR‘—EN S 2L S HEEHAFEIC

RO FHEEEBELERZ THENEDHERLH oIECHTY . IOLERE
BEZ T, TR0 T AXE P10 O REGHE RO ERGE
AANENT, EET—IORE - HET - TOHMOFERDAMEITIES
[ZIF. —MRICHET FIRITIEAHY . ZBRICE S TIRERFICRIBELELS
EAAREMENH LI EMND, RITHREDHRETIEERELTLET,

- £MLET.ESG §Hfi& T —2DEIRNE S H T, EEDREFRIZ DT,

RAIER (T TIUR=R)ITEDERYFEEDH-TEH THILEHF
AT, FFHEHEFNBIEI RO T TREAITHIELDEZATNEY,

- It was pointed out in the Technical Committee that data and evaluation

are often provided together, and it is not easy in practice to make clear
distinction between the two.

- On this basis, 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.

- On that basis, as for the manner of implementation, including the

specific treatment of data and evaluation, we believe that each provider

91




would consider the approach according to its ingenuity, based on the
fact that the Code is principles-based.

201

- On page 12 it is stated that “it is desirable for the ESG evaluation and

data providers to clarify where the company will confirm the accuracy of
the data that serves as the basis for the assessment”. However, it may
not be possible for ESG evaluation and data providers to “confirm the
accuracy” of the underlying data, especially if it is reported by a
company. Rather we suggest that they be asked to disclose the source
and whether / how it has been evaluated by the provider.

- CHEQOLEY DREHEARTEHREICFELT AL, KRIGIZONT, U

TOESVEELTWET,

[REI6 (RXDH)

When a company subject to evaluation raises important or reasonable
issues about the information source of evaluation and data, subject to
its own evaluation methodologies and customer service policies, taking
timely and appropriate measures such as allowing the company to at
least eonfirm-assess the accuracy of the underlying important data and
correcting errors if any.

- Although there is no description in this Code of Conduct as you pointed

out, Principle 6 has been altered as follows.

P34 (Principle 6)

When a company subject to evaluation raises important or reasonable
issues about the information source of evaluation and data, subject to
its own evaluation methodologies and customer service policies, taking
timely and appropriate measures such as allowing the company to at
least confirm assess the accuracy of the underlying important data and
correcting errors if any.

202

Principle 1 — Securing Quality
- Principle 1 provides that “ESG evaluation and data providers should

ensure the quality of ESG evaluation and data they provide”. However,
despite the implementation Guidelines, it is unclear what is meant by
“ensure” and how providers would “ensure” quality when the products
are based on disclosure (or lack of disclosure) by rated companies.

- We also believe that using the word “ensure” could potentially be

misleading that the information has been “assured” or “verified”, when it
may not have been. We would suggest replacing the word “ensure” with
“establish measures to safeguard the quality of ESG evaluation and
data they provide”. Alternatively, it could be reworded to read: “ESG
evaluation and data providers should disclose how they assess the
quality of ESG information in the methodologies of the ESG evaluation
and data they provide”.

- 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.

- However, as we noted in the context of IOSCO’s Workstream on ESG

Ratings & Data Products, “high quality” should be measured against the
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

- CHRBOLBY. REOHERIZIFT ANFUOREKE, T-20OREEE, F

EOERAL. BENGFREROEE -RTGENEELLDHLDTHY.
RITHNIRE D R S FHEEREFE N S LI A E ED HEE M ZIEHEL
EADTY, HLERERAELET LS. UTOERYEBIELFELE.

P18 (IR A1)
ESG 5 - T —2i= it B8 (3 . IR 95 ESG FHfi- T -2 DR EEHRE
H5FH~ETHY

- As you pointed out, in order to secure quality, governance systems,

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 1 — Securing Quality

- Guideline 5 on page 19 states the following:

“Managing ESG evaluation methodologies and data on an ongoing
basis, checking or updating them regularly, and disclosing when the
data is obtained or updated.”

- For ESG rating services that are based on an issuer pay model, we
believe that the disclosure should be the date when the ESG ratings
are assigned and “disclosing when the data is obtained or updated”
should be optional. This is because the ESG ratings are based on the
most updated information available when the ESG ratings are
assigned. In addition, issuers themselves are the primary data source
in the issuer pay model. They provide information to the rating provider
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.

- RITERBEITILOEREED . HMEMEFICLLTMED REEEIL

EXGRETHY., RANBEXEMIFIOIENERLEATNET,

- ZEQLT, CHEELBEAT. BBV OG- EH I 5N ZHALNT HE

B CHAHEZHAIEILT B0, UTOESYBIELELT=,

P18(JRAI1$5£t5)
ESG FHliFix - T—2 %M GMNICEEL., EHMNICKRIEXIEEHL, T—
AORG - BHEHHEEVNOIME -FH TN EHTTHE

- Including in the case of the issuer pay model, quality control of

evaluations and data by providers is an important issue, and therefore
we believe that it is important to maintain the original text of Principle 1.

- Furthermore, in light with your comments, we have altered the text of

the Principle 1 as follows in order to illuminate that the purpose of this
amendment is to clarify when the data is normally to be acquired and
renewed.

P20 (Principle 1, Guideline 5)

Managing ESG evaluation methodologies and data on an-engeing
continuous basis, checking or updating them regularly, and disclosing
when the input data is usually obtained or updated by the providers

204

- While we understand that the Code of Conduct is not aimed at users, it
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
IOSCO’s Recommendation 7 which states that:

“Market participants could consider conducting due diligence or
gathering and reviewing information on the ESG ratings and data
products that they use in their internal processes.”

- 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

- CHEHEOEBY . ESG FHli- T —2 D MEOMHERICHIT-EEAHEEDD

CEIF BERICESOTHERTHAIENBAICI>T. RERAITDIRE
[ZIE, BERHN, BOABREHEE(CALTLNS ESG 5F:fi- T—2I12D1
T, FHEOEAMZE M- At FFHEZFICAVLLATVS T 2D ERE-
B, ARET AT REME. MDA EEL OB AMEFICOWTIEEL., SHEA
LIERICAEEBEURMARONSEEZONDIGEEIC(E, ST O
ELOBTHEBEEITINETHIEEZHRELTLET,

- As you pointed out, from the viewpoint that it is beneficial for investors

to promote efforts to ensure the quality of ESG evaluation and data, the
Recommendations for Investors provide that investors should
understand the basic objectives and policy of ESG evaluation and data,
sources and timing of the data used for evaluation, verifiability, and
consistency with other evaluation criteria with respect to ESG
evaluation and data that they utilize for investment decisions, and that If
there is an unreasonable gap between the evaluation’s policies and the
results, investors should hold a dialogue with evaluation providers and
the companies.
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205

Principle 3 - Ensuring Independence and Managing Conflicts of Interest

- Guideline 6 states the following:

“For an [sic], disclosing measures to ensure that existing business
relationship with the company subject to ESG evaluation and data
provision does not affect the evaluation to the company.”

- The IOSCO final report requires measures to be in place but does not
recommend the disclosure of these measures. In addition, Guideline 1
of Principle 3 already states that ESG rating and ESG data providers
should:

“take necessary measures such as [...] establishing and publicizing
effective policies to avoid, or appropriately manage and reduce the risk
of, the conflict of interest.

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

- CHRWMERER . UTOEBVBELEL, 4H. FIREREREGHLGE

DEKRMEEIZDOVTIE, RE1—3IZH2EBY RN EFELLNEEZ
TWET,

P21 ([REI34EE6)
HEFDHRELGDIEFREDMIZEFET SBRFOE DR A ZRA. ST
FEBESABVNEIICT A -HRITBYLBHEEEZELAF N HFF
&

* In light with your comments, we have altered the Code as follows. We
believe that basic elements such as the conflict of interest management
system should be disclosed as described in Principles 1-3.

P26 (Principle 3, Guideline 6)
Forandisclosing Establishing measures to ensure that existing
business relationship with the-company companies subject to ESG

evaluation and data provision does not affect the evaluation to the
company-companies.

206 | Principle 3 - Ensuring Independence and Managing Conflicts of Interest | - BREI(X, RITEEEETILDGEIHFIBEMELELOFI AR EE | - The referred Principle and Guideline is meant to point out that the

- Guideline 7 states the following: NEETHSIEZHRBLTLDEDTT A, ZELMEEZEOR TFHEED management of conflict of interest with evaluated companies is
“For the issuer pay model where compensation is received from the B ST EMICLERTILEDT LIBESTHEVREREZ. ULTOES particularly important in the case of the issuer pay model. However,
company subject to the evaluation, implementing more detailed UEIELFELT=, considering that it is not necessarily easy to simply compare the
procedures to avoid conflicts of interests.” strictness of procedures among providers, the Code has been altered

- We do not necessarily agree that one model | should be subject to P22([RBI3%5%t7) as follows.
“more” or less detailed procedures as a result of their business model. CORIOVTHEERZREE T S5-HDKRYFHMGFiREEERTHL
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([REI3EZA) implementing mere detailed procedures to avoid conflicts of interests.
word “more” from this Guideline. CO-OBEFEEBEEFAIYBRLEI 74T 4+—IL GHEFETIEL

EXZESIBEODEE) CEMNOFHMEICEH->TOEMAXIILENDZESR | P27 (Principle 3, Concept)

[CKDIRAF. KYFMGFRELRETIENEELLD, For this reason, it is important to implement mere detailed procedures
such as strieter strict firewalls (e.g. separation of persons in charge of
evaluation and sales) or requiring inspections by expert or upper
committee in individual evaluations than-the-subseriberpay-rodel.

207 | Principle 4 — Ensuring Transparency - CTHEREEEZ . 8 (philosophy)Z= & AKHZE 2 A (basic approach)IZf& | - In response to the comments received, we have altered the word

- Principle 4 states that:
“ESG evaluation and data providers should recognize that ensuring
transparency is an essential and prioritized issue, and publicly clarify
their philosophy in providing services, such as the purpose, approach,
and basic methodology of evaluations.”

- We believe that “intention” or “approach” may be a better and clearer
word to use in this Principle than “philosophy”. We believe this should
also be changed in Guideline 2 of Principle 4 which provides for

IELFEL=,

“philosophy” to “basic approach”.
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“disclosing the philosophy for providing services, including the purpose,
concept, and basic methodology of evaluation”. Again, we believe
“philosophy” should be replaced with “approach” or “intention”. It should
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

by users.
208 | Principle 5 — Confidentiality - HF4®D Engagment Letters BED&S5GEDMLT LERASMTIEHY | - Itis not necessarily clear what the Engagment Letters you mentioned,
- Guidelines 1 and 2 refers to “Establishing, disclosing, and implementing | FH A, BliF 28 IZH5HEHEY . ESC FHllHREEFLFEART LORDMER DT | but as indicated in footnote 28, we believe that individual
the policies and procedures”. We would note that policies and 22z —2a ERATRDIDDFERTHHIEEZEZTVET, 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 — Communication With Companies - BEDHRTFEUTARRIZONWTIE, DRI EMEDHIF-M L | - We believe that corporate sustainability disclosure is important from the

- We welcome that there is a section with recommendations on
communications with companies. As IOSCO points out in the
Consultation Report on ESG Ratings and Data Products, sourcing high
quality corporate disclosure remains a challenge for both preparers and
users of ESG information, including ESG rating and data providers. We
welcome I0SCO’s recommendation for entities subject to ESG rating
and data provider products to streamline their disclosure practices.*1

- In assessing the market for ESG ratings and data provision it is
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.

- 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.

- For example, IOSCO has found that the “current lack of consistent
information at the level of corporate disclosures” remains a significant
obstacle for all actors to perform ESG analysis. IOSCO also found that
“the lack of standardisation of corporate disclosures therefore impacts
the quality and availability of information that can be used by ESG

ZENHRANCEELEATEY . EMBERER T RVO—Pv—TJ—F7 -
TI—TIIETERESE (RE6R)ZBFA T, AMAEHFHREETYRT
FEVTAERE— AR T E-DDREHMETRTHEETIED
FIEREEZEOTINET , T, BB LLEATRENZRR T I LLEE
EDRMICIT-T,. bHAEELT. Y RTFEYTAHEZE L (SSBI)EH
DERNOEREZEMNLOD, B RATHEY T+ REFER(SSB)F
TOEBEMGEEREICA T -ERICEEBHICSELTNSEIATT,
Fr-. §%.SSBIIZHEUT. ISSB DFEHULBEFA DD OHIEDYRTF
EVT(BTROEGHABTORIANEDONDTFETT,

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 integrated manner in
company’s Annual Securities Reports. In addition, 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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ratings and data products providers”.*2 Consistent with this finding,
IOSCO concludes in a separate report that “there is an urgent need to
improve the consistency, comparability, and reliability of sustainability
reporting”.*3 We agree with these conclusions.

- 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.

- 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

96




