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Summary
Within the scope of our work, we have assessed Japan Finance Organization for
Municipalities' (JFM) green bonds issued in June 2024, December 2024, and January 2025
(collectively, the issuances) under JFM's green bond framework published in March 2024.

We consider that JFM has allocated proceeds from its issuances in alignment with the four
core components of the International Capital Market Association's (ICMA) Green Bond
Principles (GBP) 2025.

The issuances thus reach the same level of alignment with principles as JFM's 2024 green
bond framework, as in the Second Party Opinion (SPO) on the sustainability credentials of
the framework that we published on 29 March 2024 as detailed in Appendix 1.

https://moodysanalytics.fra1.qualtrics.com/jfe/form/SV_6nSiBDZYONp8Y7Q?pubid=PBC_1466419
https://www.moodys.com/research/Japan-Finance-Organization-for-Municipalities-Second-Party-Opinion-Green-Bond-Second-Party-Opinion--PBC_1397141
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Scope
We have provided a post-issuance SPO on whether the proceeds from JFM's green bond issuances in June 2024, December 2024, and
January 2025 were allocated in alignment with the ICMA GBP 2025, as well as in line with commitments made by the issuer in its
green bond framework dated March 2024.

Our assessment is based on the draft of JFM Green Bond Impact Report (Domestic Bond) dated December 2025; JFM Green Bond
Impact Report (International Bond) dated December 2025; and the green bond framework dated March 2024. Our opinion reflects our
point-in-time assessment of the details contained therein, as well as other public and non-public information provided by the issuer.

Our work does not constitute an assurance, verification or audit.

We produced this post-issuance SPO review based on our Assessment Framework: Second Party Opinions on Sustainable Debt,
published in October 2025.

Issuer profile
Japan Finance Organization for Municipalities (JFM) is a financial institution dedicated to providing long-term, low-cost funding to
Japanese regional and local governments (RLGs). Established in 2008 based on the Japan Finance Organization for Municipalities Act1,
it is jointly owned by Japanese RLGs.

JFM has increased its lending to cover the RLGs' tax-supported activities since 2009, in addition to increasing its traditional lending
to the RLGs' public enterprise funds that manage non-tax-supported, fee-based operations, such as water, sewerage and mass
transportation. As of the end of March 2025, sewerage-related lending accounted for the largest share at 27.4% of the total
outstanding loans extended, followed by water supply which accounted for 12.5% (excluding temporary financial countermeasures
funding).

Key highlights

» Comprehensive and transparent project evaluation and selection process, including robust environmental and social risk mitigation
practices

» Clearly defined and relevant environmental objectives associated with the eligible category

» Granular reporting, which includes a list of financed projects and detailed impact metrics

» Short allocation period of no more than 12 months

» Reporting will only be conducted until full allocation of proceeds

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the issuer/deal page on https://ratings.moodys.com for the
most updated credit rating action information and rating history.
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Post-issuance Second Party Opinion detailed assessment

We consider the issuances in June 2024, December 2024, and January 2025 under JFM's green bond framework dated March 2024 to
be aligned with the four core components of the ICMA GBP 2025, and with the original pre-issuance commitments made by the issuer.
A detailed assessment by factor for alignment with principles is provided below.

Use of proceeds

The net proceeds from the issuances in June 2024, December 2024, and January 2025 have been allocated to eligible expenditures
in two categories, in line with the eligibility criteria detailed in the issuer's framework. JFM has clearly and comprehensively
communicated the nature of the spending, the eligibility and exclusion criteria for the financed projects. Proceeds were allocated in
line with the eligibility criteria which is clearly defined in the framework. JFM has extended loans to municipalities to finance eligible
sewerage and water supply assets. The assets are expected to comply with relevant Japanese laws2, which set the detailed standards
and requirements of sewerage and water supply systems in Japan. All projects were financed in Japan, in line with the issuer's pre-
issuance commitment.

We consider that all financed projects have clear and relevant environmental and social objectives coherent with the recognized
international standards. In line with our pre-issuance assessment, the expected benefits are clearly defined, relevant and measurable.
While JFM did not disclose the expected share of refinancing in its framework, it has confirmed in its allocation reporting that there was
no refinancing since the allocation only pertained to new loans for both sewerage and water supply projects (excluding refinancing).

As of March 2025, the EUR 500 million net proceeds from the January 2025 international bond issuance have been fully allocated to
the sewerage projects, while the JPY 21 billion from the June 2024 domestic issuance and the JPY 20 billion from the December 2024
domestic bond issuance have been fully allocated to the water supply projects. The allocation distribution status as of March 2025 is in
line with the issuer’s pre-issuance commitment.
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Exhibit 1

Allocation of proceeds for JFM's international green bond issuance
(sewerage business) in January 2025
Actual allocation by eligible sub-category (facility type)

Exhibit 2

Allocation of proceeds for JFM's domestic green bond issuances
(water supply business) in June 2024 and December 2024
Actual allocation by eligible sub-category (facility type)
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» Sustainable water and wastewater management (sewerage business): All the proceeds from the international issuance in
January 2025 were allocated to sewerage projects. Under this category, the proceeds were mainly allocated to pipes (71%). The
remaining of the proceeds were allocated to sewage treatment plant, pump station, sludge treatment plant, advanced treatment
plants, and other relevant plants.

» Sustainable water and wastewater management (water supply business): All the proceeds from the domestic issuance both
in June 2024 and December 2024 were allocated to water supply projects. Under this category, the proceeds were mainly allocated
to pipes (45%) and water purification facilities (40%). The remaining of the proceeds were allocated to water distribution facilities,
water intake facilities, and other relevant facilities.

Process for project evaluation and selection

JFM has established a clear process for determining the eligibility of projects and disclosed the details in its public framework. In
addition to following the standard loan screening procedure, which includes the loan department confirming that the borrower has
fulfilled the requirements of Japanese laws related to the water supply and sewerage projects, the Sustainability Working Group will be
responsible for evaluating and selecting the projects to be financed by any specific green bond. In evaluating and selecting the projects,
JFM confirmed that the working group has conducted surveys to understand the impact. The roles and responsibilities for project
evaluation and selection are clearly disclosed and include relevant expertise.

JFM has conducted monitoring in line with the pre-issuance commitment and confirmed that the eligible projects remain in
compliance with the eligibility criteria. JFM confirmed this will be done until full allocation of the proceeds, which will occur each fiscal
year. The process for evaluation, selection and monitoring was documented and traceable. JFM remains committed to ensure that the
environmental and social risks are monitored, identified and managed appropriately. The inclusion of the environmental and social risk
mitigating process is required by Japanese sewerage-related laws and water supply service act, and JFM confirmed it has only extended
loans to projects that fulfill this requirement and will receive consent or approval from the relevant authorities. Furthermore, JFM has
confirmed that it has conducted surveys to ensure that the loans are exclusively used for the stated projects, and can request a full
repayment if the results are unsatisfactory.
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Management of proceeds

JFM has confirmed that all elements of its process for the management and allocation of proceeds remain the same as detailed in its
framework. For the issuances under scope, the net proceeds were placed in JFM's general treasury account and have been tracked and
managed under a formalized internal process to ensure that the proceeds are used for eligible projects only. The working group has
ensured that the balance of the net proceeds match allocations to eligible projects by extending loans that have longer maturities than
the green bonds.

The proceeds have been allocated within 12 months in line with the issuer's pre-issuance commitment. JFM confirmed that temporarily
unallocated proceeds were kept as cash and cash equivalents, and have not been directed to GHG-intensive or controversial activities.
The issuer also confirmed that all eligible projects continued to meet the eligibility criteria, and thus, there has been no case of
cancellation or postponement of a project. In case the loans are redeemed, JFM commits to replace such projects.

Reporting

JFM has reported annually on the allocation and impact of the bonds issued under its framework in line with its pre-issuance
commitments. Reporting will occur until the full allocation of the funds and in the event of significant developments. The issuer
confirmed that no material developments occurred during the reporting period. Both the allocation and impact report are publicly
available and can be found on JFM's website.

The allocation reporting exhaustively encompasses the amount of net proceeds, breakdown of projects, environmental reporting
indicators that are clear and relevant such as water management capacity, and case studies. The impact reporting includes clear,
relevant, and exhaustive impact indicators as specified in JFM's 2024 framework. The methodologies and assumptions used to report
on the environmental impacts follow the relevant standards and guidelines stipulated by the Japanese laws.

For its pre-issuance SPO we provided in March 2024, JFM did not achieve the two best practice factors related to verification at the
time of assessment. By receiving this post-issuance review, the two best practice factors are now considered to be satisfied, as reflected
in Appendix 1.
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Exhibit 3

Review of impact indicators and reported actual impacts
By eligible category

Source: JFM Green Bond Impact Report 2025 (Domestic Bond), JFM Green Bond Impact Report 2025 (International Bond), and Moody's Ratings

JFM has also provided case studies related to its financed green projects.

JFM financed JPY 258.50 million of the JPY 555.45 million total project cost for a public sewerage sludge composting project in
Tsuruoka City, which targets to increase the amount of composted sludge and compost production from 16 tons per year to 47 tons
per year and reduce CO2 emissions during sludge transportation by 80% (compared to 2024 base year). JFM also financed JPY 379
million of the JPY 944 million total project cost for a purification center development and operation project in Hayama Town, which
is expected to achieve an annual CO2 reduction of 264,987 kg. Both projects are aligned with JFM's framework under the sustainable
water and wastewater management (sewerage business) category.

Under the sustainable water and wastewater management (water supply business) category, JFM financed the Hinokuchi water
purification plant construction project in Hirosaki City and Horowa water purification plant reconstruction project in Tome City. These
projects contributed to improving local water purification systems through the renewal of aging facilities, downsizing purification
capacity to match regional levels, and enhancing purification process efficiency. Both projects are aligned with JFM's pre-issuance
commitment.
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Appendix 1 - Alignment with principles scorecard for JFM's 2024 green bond framework and 2024-25
issuances (as of 31 March 2025)

Factor Sub-factor
Component 

score

Sub-factor 

score
Factor score

Component 

score

Sub-factor 

score

Factor 

score

A A

A A

A A

Yes Yes

A A

A A

Yes Yes

A A

A A

Yes Yes

Yes Yes

No No

Yes Yes

A A

A A

A A

No No

A A

A A

A A

Yes Yes

Yes Yes

A A

A A

A A

A A

No No

Yes Yes

Yes Yes

No Yes

No Yes

Aligned Aligned

Aligned

Definition of content, eligibility and exclusion criteria for nearly all 

categories

Location

BP: Definition of content, eligibility and exclusion criteria for all 

categories

Clarity of the 

objectives

BP: Commitment to communicate refinancing look-back period prior 

to issuance

Component

Use of proceeds

Clarity of the 

eligible 

categories

Nature of expenditure

Best 

practices

Relevance of objectives to project categories for nearly all 

categories

Best 

practices

Coherence of project category objectives with standards for nearly 

all categories

BP: Objectives are defined, relevant and coherent for all categories

Clarity of 

expected 

benefits

Identification and relevance of expected benefits for nearly all 

categories

Aligned

Measurability of expected benefits for nearly all categories

BP: Relevant benefits are identified for all categories

BP: Benefits are measurable for all categories

BP: Disclosure of refinancing prior to issuance and in post-allocation 

reporting

Process for project 

evaluation and 

selection

Transparency 

and clarity of 

the process for 

defining and 

monitoring 

eligible projects

Clarity of the process

Aligned

Disclosure of the process

Transparency of the environmental and social risk mitigation 

process

BP: Monitoring of continued project compliance

Aligned

Management of 

proceeds

Allocation and 

tracking of 

proceeds

Tracking of proceeds

Best 

practices

Best 

practices

Periodic adjustment of proceeds to match allocations

Legend: BP - Best practice, A - Aligned, PA - Partially aligned, NA - Not aligned

Best 

practices

Aligned

Best 

practices

Aligned

Aligned Aligned

Best 

practices

Best 

practices

Aligned Aligned

Reporting duration

Report disclosure

Reporting exhaustivity

BP: Allocation reporting at least until full allocation of proceeds, and 

impact reporting until full bond maturity or loan payback

BP: Clarity and relevance of the indicators on the sustainability 

benefits

Framework 

alignment:

Issuances 

alignment:

Aligned Aligned

Alignment with principles 2024 Framework 
2024-25 Issuances (as of 31 

March 2025) 

BP: Disclosure of reporting methodology and calculation 

assumptions

BP: Independent external auditor, or other third party, to verify the 

tracking and allocation of funds

BP: Independent impact assessment on environmental and social 

benefits

Disclosure of the intended types of temporary placements of 

unallocated proceeds

BP: Disclosure of the proceeds management process

BP: Allocation period is 24 months or less

Reporting
Reporting 

transparency

Reporting frequency
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Endnotes
1 The Japan Finance Organization for Municipalities Act

2 The laws are the Sewage Act, the Water Pollution Prevention Act, the Purification Tank Act, and the Water Supply Service Act.
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in the Moody’s Investors Service Code of Professional Conduct.

Additional terms with respect to Second Party Opinions (as defined in Moody’s Investors Service Rating Symbols and Definitions): Please note that a Second Party Opinion (“SPO”)
is not a “credit rating”. The issuance of SPOs is not a regulated activity in many jurisdictions, including Singapore. JAPAN: In Japan, development and provision of SPOs fall under the
category of “Ancillary Businesses”, not “Credit Rating Business”, and are not subject to the regulations applicable to “Credit Rating Business” under the Financial Instruments and
Exchange Act of Japan and its relevant regulation. PRC: Any SPO: (1) does not constitute a PRC Green Bond Assessment as defined under any relevant PRC laws or regulations; (2)
cannot be included in any registration statement, offering circular, prospectus or any other documents submitted to the PRC regulatory authorities or otherwise used to satisfy any
PRC regulatory disclosure requirement; and (3) cannot be used within the PRC for any regulatory purpose or for any other purpose which is not permitted under relevant PRC laws or
regulations. For the purposes of this disclaimer, “PRC” refers to the mainland of the People’s Republic of China, excluding Hong Kong, Macau and Taiwan.

© 2025 Moody’s Corporation, Moody’s Investors Service, Inc., Moody’s Analytics, Inc. and/or their licensors and affiliates (collectively, “MOODY’S”). All rights reserved.
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