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Japan Rating Agency, Ltd. (JCR) announces Social Finance Framework Evaluation Results as follows.

JCR Assigns Social 1(F) to
the Social Finance Framework of

the National Institution for Academic Degrees and Quality
Enhancement of Higher Education

Social Finance Framework of the National Institution for Academic Degrees

Subject and Quality Enhancement of Higher Education

<Social Finance Framework Evaluation Results>

Overall Evaluation Social 1(F)

Social Impact Evaluation
(Use of Proceeds)
Management, Operation and
Transparency Evaluation

s1(F)

ml(F)

Chapter 1: Evaluation Overview

On April 1, 2016, National Institution for Academic Degrees and Quality Enhancement of Higher Education (NIAD-
QE), was established by merger of National Institution for Academic Degrees and University Evaluation (NIAD-UE)
and the Center for National University Finance and Management (CUFM). NIAD-QE was established with the aim
of realizing higher education that meets the expectations and trust of society in cooperation with universities, etc., by
supporting universities and other organizations' own activities to improve the quality of education and research, and
striving to appropriately recognize and evaluate their degree as a result of learning at the higher education stage. In
order to achieve these objectives, NIAD-QE conducts evaluation projects, provides loans and grants to facilities and
equipment of national university corporations, academic degree programs, quality assurance collaboration, and

research related to these projects.

The subject of evaluation is a social finance framework established by NIAD-QE (the “Framework™) to limit the use
of proceeds of the NIAD-QE bonds or borrowings from fiscal loans to the projects which have higher social benefits.
JCR shall assess whether the Framework is in line with the Social Bond Principles (SBP) (2018 edition) and SDGs
targets. SBP is the "principles" voluntarily published by the International Capital Markets Association (ICMA) and
are not regulations, and therefore are not binding, but are widely referenced globally at this time. Therefore, JCR

confirms their conformity with these principles. In addition, SBP emphasize the use of proceeds and their impacts, as
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well as the alignment of international sustainability objectives and national policies. Therefore, the SDGs and social

project categorization mappings developed by the society are used as reference indicators for evaluations.’

Under the Framework, funds raised through social finance will be allocated to new investment or refinancing for
national university hospitals to finance the installment of equipment for "providing advanced medical care and
responding to acute medical care in the region" at the university hospitals. National university hospitals play an
important role as hubs for the development of advanced medical technology in Japan and also play an important role
as hubs for local medical institutions, and are highly important as social infrastructures that provide useful solutions.
Therefore, JCR evaluates that the fund will be used to contribute to the provision of "essential services (education
and medical care)" to "university hospital researchers and medical students" within the classification of the principles
of social bonds, and "essential services (medical care)" to "patients with diseases or acute diseases requiring
advanced medical care in the region." In addition, among SDGs targets, JCR evaluates that it will contribute to Goal
3 "Good Health and Well Health" and Goal 4 "Quality Education." JCR confirmed that the use of proceeds is

consistent with Japan's policy on higher education.

NIAD-QE identifies the enhancement of the education and research environment of national universities, etc. and the
provision of acute care to local residents as important social issues. The Ministry of Education, Culture, Sports,
Science and Technology, the governing agency of NIAD-QE, determines projects for which funds will be used in
accordance with eligibility criteria. Regarding the management, operation and transparency system, JCR confirmed
that the management of the proceeds is clearly defined and that an appropriate internal control system has been
established. With regard to reporting, it is appropriately planned to disseminate key performance indicators (KPIs)
and the allocation status of funds. From the above, JCR evaluates that the management system for fund procurement
based on the Framework is appropriate and that transparency is ensured in light of the readiness for reporting to

investors.

As a result, based on the JCR Social Finance Evaluation Methodology, JCR assigned "s1(F)" for the "Social Impact
Evaluation (Use of Proceeds)" and "ml(F)" for the “Management, Operation and Transparency Evaluation."
Consequently, JCR assigned "Social 1(F)" for the overall “JCR Social Finance Framework Evaluation.” Detailed
evaluation results are discussed in the next chapter. The Framework also fully meets the standards for the
requirements of the Social Bond Principles and is consistent with the SDGs Objectives and concrete measures for the

SDGs Goals of the Government.

' ICMA(International Capital Market Association) Social Bond Principles 2018.
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Chapter 2: Current Status of the project on each evaluation factor and JCR's

evaluations

Evaluation Phase 1: Social Impact Evaluation
JCR assigns "s1(F)", the highest grade, to "Evaluation Phase 1: Social Impact Evaluation".
Rationale: 100% of the proceeds in the Framework is eligible as a social project.

(1) JCR's key consideration in this factor

In this section, JCR first confirms that the proceeds are used for social projects that have clear social improvement
effects. Next, JCR assesses whether an internal department/division which is exclusively in charge of environment
issues or a third party agency prove it sufficiently and have taken necessarily workaround or mitigation measures,
in case of possibility on use of proceeds have negative Society and environment impact on the environment.

Finally, JCR confirms consistency with the Sustainable Development Goals (SDGs).
(2) Current status of evaluation targets and JCR’s evaluation

<Framework for the Use of Proceeds>

[Eligible Project definition]
Installment of equipment at national university hospitals for "providing advanced medical care and

supporting for acute medical care in the region”

[Target population]
Researchers of advanced medical care at a National University Hospital and patients visiting the

National University Hospital

[Eligibility Criteria]
* Limited use for upgrading facilities at national university hospitals.
In order to provide loans in accordance with the national government's plans for the improvement of
facilities, the recipients of loans (national university corporations) and the amount of loans shall be
determined by the Minister of Education, Culture, Sports, Science and Technology.
Loan reviews (financial status, public mission) were conducted by NIAD-QE.

[Procurement method]
Issuance of NIAD-QE bonds
Borrowing from the Fiscal Loan Fund

[Investments]
Allocated to loans and refinancing for the installing equipment to National University Corporation's

hospitals.

<JCR's Evaluation on the Framework>

a. On the social benefits of the projects

i. The eligible projects in the Framework are loans for the installment of medical equipment, determined
by the Minister of Education, Culture, Sports, Science and Technology. National university hospitals

play an important social role as hub institutions for regional medical care that respond to advanced
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medical care in Japan and regional acute medical care. As a result, JCR believes that this project has a

high degree of social contribution.
(1) Outline of National University Hospital

National university corporations were established on April 1, 2004 in accordance with the National
University Corporation Law (Law No. 112 of 2003) in order to respond to the demands of the people for
education and research of universities and to improve the level of higher education and academic research
in Japan and achieve balanced development. Until then, each national university was established by the
Ministry of Education, Culture, Sports, Science and Technology under the Act on Establishment of
National Schools (Act No. 150 of 1949, abolished in 2004).

Currently, 42 national university corporations out of 86 national university corporations have and operate
university-affiliated hospitals. In accordance with Article 39 of the Standards for Establishment of
Universities (1956, Ministry of Education, Culture, Sports, Science and Technology, No. 28), attached
hospitals are established at universities with medical or dental faculties or affiliated research institutes as
necessary facilities for education and research of such faculties. A total of 45 hospitals have been

established at 42 national universities.
(2) Functions and Roles of National University Hospitals

Reflecting the recent changes in social conditions, the functions and roles of the national university
hospitals are required to change greatly; i.e., i) a need to change medical policy focusing more on the
issues of declining birthrate and aging population (a shift from a hospital-based to a community-based
system that reconstructs the medical care system by providing medical care specializing in specific
functions and dividing the roles of outpatient medical care), ii) a change in the structure of patients due to
an increase in the number of elderly and seriously affected patients due to a super-aging society, and iii) a
strengthening of the disaster prevention function such as the occasion of earthquakes. In light of changes
in the medical and dental environments in Japan, changes in the international competitive environment,
and other factors, the following five functions and roles are requested for national university hospitals,

which can be said to be of great social significance.

Social Significance 1: [Medical Care] Provision of Advanced Medical Care and Role as a Core Hospital in

the Region

Advanced medical care refers to medical care or other medical treatment using advanced medical
technology stipulated by the Minister of Health, Labour and Welfare. It is required to evaluate whether or
not it should be covered by insurance benefits from the viewpoint of ensuring the efficient provision of
appropriate medical care. The treatment of advanced medicine is often mainly used for cancer treatment,
and new and advanced treatment techniques are constantly being developed for cancer treatment. As of
January 2020, there are 87 technicals designated by the Ministry of Health, Labour and Welfare as advanced
medicine. As advanced medical technology is required for the implementation of advanced medical care, the
facilities standards of medical institutions enabling the implementation of such technology are finely

defined for each technology.

National university hospitals have a large number of doctors with advanced functions and advanced
technologies that enable them to implement advanced technologies. They are the core hospitals of their

respective regions and play an important role as hubs that provide high-quality medical care.

4/16

https://www.jer.co.jp/en/



$
3/

Social Significance 2: [Education] Education and Training of Healthcare People for Future Medical Care

A national university hospital plays an important role as an educational institution that conducts clinical
training for medical students and initial and specialized training for doctors after graduation in order to
educate and train high-quality healthcare professionals who will be responsible for Japan's future medical
care. In addition, the development of quality healthcare professionals at national hospitals in each region is

expected to contribute to job creation and regional revitalization in the region.

Social Significance 3: [Research] Contribution to the Development of Clinical Medicine and the

Improvement of the Level of Medical Technology

A national university hospital, as a special function hospital, is responsible for research and development of
technologies related to medical treatments that are normally difficult to provide in hospitals other than
special function hospitals. It is an infrastructure that causes to the development, evaluation, and research of
advanced medical technology such as the causes of intractable diseases, development of new diagnostic
methods and treatment methods, and development of new drugs through clinical trials, etc., and it is
expected to contribute to the development of clinical medicine and the improvement of medical technology

standards through research activities.

Social Significance 4: [Local and Social Contribution] The Last Bastion of Local Health

A national university hospital, as a policy-based medical institution, has been contributing greatly to
regional crisis management, such as revitalization of regional medical care, and emergency responses in the
event of disasters and emerging infectious diseases, by playing a role as a specially-functioning hospital and

by utilizing doctor helicopters centered on the Advanced Emergency and Critical Care Center.

Social Significance 5: [Internationalization] Realization of internationally-class medical care and

international leadership

National university hospitals are expected to realize the international standard of medical care and
demonstrate the international leadership in medical care, etc., as they shoulder the advanced medical

treatment of our country.

<Issues Facing Hospitals of National University and the Importance of Loan Projects from NIAD-QE>

According to the fiscal 2017’s financial statements of national universities, aging or erodent facilities and
equipment need renovation investment more than the budgeted investment amount year by year. The ordinary
income has been increasing mainly by the increase in income from external sources such as research revenue by
promoting the cooperation between corporates and academics. In addition, the scale merit and business efforts
of hospitals contribute to increase national university hospitals’ ordinary revenue. On the other hand, ordinary
expenses has also been increasing due to the purchase for expensive medicines and medical kits which are

necessary for providing advanced medical care services.
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While the new capital investments are needed for responding to future changes, the hospitals are not have

enough fund for such investment. As a result, it is necessary to get finance from both the government and

private sectors.

The loan from NIAD-QE is limited only to the purchase of medical related equipment of national university

hospitals.

ii. The proceeds will be used to provide "essential services (education)" for "university hospital
researchers and medical students" and "essential services (healthcare)'" for "patients with illnesses or

acute diseases requiring advanced community care" within the eligible social-bond project categories.

Reference:
Examples of equipment/facilities installed by the loans (source: FY2019 investor briefing materials of NIAD-QE)

(1) Yamaguchi University Clinic and Ward (redevelopment)

B In order to respond to various changes in the environment, such as designation as a core medical
institution and revision of damage assumptions in the event of a large-scale disaster, construction of a
new hospital building equipped with the functions of the General Perinatal Maternal and Child
Medical Center and the Advanced Emergency Medical Center

B Promote advanced medical care and strengthen functions such as BCP (business continuity) as an

emergency medical center in the event of a disaster.
(2) Tokushima University Robot Survey Support System (da Vinci)
B “Da Vinci”, an operation support robot consisting of a robot, an operator and a monitor.

B Surgery personnel remotely control the robotic arm while viewing 3D monitors, and conduct

operations such as resection and suture of the executive.

B With a robotic arm with fine and detailed operability, such as high-quality 3D images and anti-shake

functions, it is possible to realize surgery with a high system and low burden on patients.
(3) Kochi University (Multipurpose X-ray Digital TV System)

B The multi-purpose X-ray digital TV system is a facility that uses TV monitors to inspect the visibility

of the body in real time. Compatible with a wide range of X-ray inspections.

B With the introduction of this system, the amount of exposure to doctors and patients has been reduced
to one-half to one-sixth of that of conventional devices. On the other hand, high-contrast, high-

precision images are expected to improve diagnostic capabilities.

B In addition to diagnostic imaging, this system enables advanced procedures and treatments such as
non-vascular IVR. By the introduction of this system, it is expected that high quality medical care is

provided more safely.
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b. Consistency with SDGs goals and Targets

Referring to ICMA's SDGs mappings, the JCR assessed that it would contribute to the following SDGs

objectives and targets:

P Objective 3: Good health and well-health
AND WELL-BEING

Ensuring healthy lives and promoting the well-being for all at all ages is essential to
sustainable development.

Target 3.3.

By 2030, end the epidemics of AIDS, tuberculosis, malaria and neglected tropical diseases
and combat hepatitis, water-borne diseases and other communicable diseases.

Target 3.4.

By 2030, reduce by one third premature mortality from non-communicable diseases
through prevention and treatment and promote mental health and well-being.

Objective 4: Quality education
Obtaining a quality education is the foundation to improving people’s lives and

|!!| ' sustainable development.

Target 4.3.

4 QUALITY
EDUCATION

By 2030, ensure equal access for all women and men to affordable and quality technical,

vocational and tertiary education, including university.

JCR confirmed that the social project is consistent with the following items in SDGs Expansion Action Plan

2019, which the Japanese government has set as its SDGs objective.

List of Initiatives to Promote Government SDGs

Measures to materialize and expand initiatives in eight areas of SDGs Implementation Guidelines

Outline of measures Target Index

1. Promoting the | Promotion of next-generation education .
: o e e Plan determined by the

Minister of Education,
L 4 Culture, Sports, Science and

Technology

Active Participation
of All People

R&D in the area of medical treatment,

2. Achieving health | including measures against infectious diseases quauy
EDUCATION

and longevity

N

¢. Response to Environmental and Social Risks

<The Framework for Environmental and social risks>

The funds raised through the issuance of bonds are used for equipment.
NIAD-QE does not anticipate any impact on the environment or society (labor).

<JCR's Evaluation on the Framework>

JCR has evaluated that the purpose of this fund will be used for the purchase of medical equipment, and no

negative environmental or social risk is anticipated.
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/ Evaluation Phase 2: Management, Operations and Transparency Evaluation

JCR evaluated the social finance based on the current situation described below and JCR's
evaluation on each item. JCR evaluated that the management and operation systems were well
established, and that the implementation of the planned projects and the appropriation of funds to
be procured would be sufficient.

As results, JCR concluded that the evaluation phase 2: Management, Operation and Transparency
\ Evaluation were designated as "m1(F)", which is the highest level of this phase. /

~

1. Appropriateness and Transparency concerning selection standard and processes of
the use of proceeds

(1) JCR's key consideration in this factor

In this section JCR reviews the objectives to be achieved through financing under this framework, the criteria for

selecting social projects and the appropriateness of the process, and whether the process is properly disclosed to

investors and others.

(2) Current status of evaluation targets and JCR’s evaluation

a. Goal

Policy Structure of NIAD-QE

1.
[ ]

National Policy Targets and Policies Related to NIAD-QE
Policy objectives of the Ministry of Education, Culture, Sports, Science and Technology

Policy Goals 4 Advancement of Higher Education with Individuality

B Basic Plan for Education Promotion (Cabinet Decision on June 15, 2018)

Target (4) Acquisition of problem-finding and problem-solving skills,

Target (18) Development of a safe, secure, high-quality educational and research environment, etc.

Grand Design of Higher Education for 2040 (Report)

Policy Objective 4-1: Improving the Quality of Education and Research at Universities, etc.

Policy Goal 4-2: Development of educational and research infrastructure at universities, etc.

Objectives (8) Fostering human resources that will drive innovation through reforms in graduate

school education,

Objectives (10) Promoting Lifelong Learning for the Age of 100 Years in Life,

Looking ahead to the 100th year of life, in order to create a campus where students of various ages
and experiences can work together while stimulating each other, higher education institutions will
need a system in which they can educate students of diverse age groups with diverse needs, and the

importance of recurrent education will increase.

Prepare for the establishment of a National Information Centre in response to the entry into force of
the Regional Covenant on Approval of Public and Educational Qualifications adopted under the
UNESCO framework.

It is important that the quality of Japan's tertiary education be recognized domestically and

internationally.
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B National University Management Force Strategy (June 16, 2015 Ministry of Education, Culture,
Sports, Science and Technology)

In order for national universities to fulfill their roles and advance further reforms in the future, it is
necessary for each national university, under the leadership of the president, to establish a

responsible management system and to maximize the advantages of incorporation.

B  Human Resources Development Revolution Basic Initiative (June 2018, 100-Year Life Initiative
Meeting)

Universities are the foundation of knowledge, the driving force behind innovation and national
competitiveness. As one of the key drivers of the human resources development revolution,
university reform must be promoted in a manner suited to the times.

2. Purposes of NTAD-QE

The state of educational and research activities at universities, etc. will be improved by evaluating their
educational and research activities, and the education and research environment will be improved by
providing the funds necessary for the development, etc. of the facilities of national universities, etc. At the
same time, a society in which the results of various learning at the higher education stage are
appropriately evaluated will be realized by giving the degree under Article 104, Paragraph 4 of the School
Education Act, thereby contributing to the development of higher education in Japan. (Article 3 of NIAD-
QE Law)

3. Business of NIAD-QE

Evaluation Business Degree Graduation Program

Facility/Equipment expense
loan and subsidy program

Implementation of high

Base on a variety of learning

evaluation for fostering
international competitiveness

(Certification Evaluation,

outcomes

Providing opportunities to obtain
a degree

For the facilities/equipment
expenses of national universities

Loans and grants

Evaluation of National University
Education and Research, etc.)

Quality Assurance Collaboration

Collection, organization, and provision of information, and
collaboration with universities, etc., and quality assurance institutions
in Japan and overseas

Survey and research

Promotion of research and surveys related to quality assurance

Source: Mid-Term Targets for Business Operations to be Achieved by the National Institute for University Reform Support and Degree

Granting on March 1, 2019, Ministry of Education, Culture, Sports, Science and Technology

<JCR's Evaluation on the Framework>

NIAD-QE's business activities are guided by the policy objectives and policies of Japan. The purpose of the
bonds is to help the Ministry of Education, Culture, Sports, Science and Technology develop the educational
and research infrastructure at universities, etc. listed in Policy Target 4-2 of Policy Target 4. JCR considers that
the individual loan plans for the development of facilities of NIAD-QE are based on the order of the Minister of
Education, Culture, Sports, Science and Technology, and are determined annually in the Ministry's budget.
Therefore, JCR evaluates that the project is a social project that is consistent with the policies of the Ministry of
Education, Culture, Sports, Science and Technology. As the necessity of the development of facilities of

national university affiliated hospitals has been confirmed by the examination meeting established in the
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Ministry and the audit report of the Board of Audit, it is evaluated as necessary funds for the functions and roles

of the national university affiliated hospitals.

b. Selection standard

As discussed in Phase 1, JCR assesses that all the selection criteria indicated in Phase 1 are appropriate as

criteria for selecting social projects with high social benefits.

¢. Processes

<The Framework for Selection process>

1. As for the scope of operations, Article 16, Paragraph 1, Paragraph 2 of the Law Concerning the
NIAD-QE, stipulates that "the government shall provide loans to National University Corporations
and Inter-University Research Institutions for the funds necessary for the acquisition of land, the
establishment or improvement of facilities, or the installation of facilities as stipulated by the

Minister of Education, Culture, Sports, Science and Technology."

2. The Ministry of Education, Culture, Sports, Science and Technology determines the borrower to
implement the development in accordance with the national government's plans for the improvement

of facilities.

3. In accordance with the facility development plan established by the Minister of Education, Culture,
Sports, Science and Technology, NIAD-QE will provide loans to the national university corporations

and other entities covered by the plan.

4. The national university hospitals were assessed to get loans by NIAD-QE. The assessment items are

as follows.

Description of Businesses
Financial status
Collateral capacity
Public mission

5. Report to the Minister of Education, Culture, Sports, Science and Technology if the examination
finds that there is a problem with lending.

<JCR's Evaluation on the Framework>

The scope of operations of this mechanism is determined by the Minister of Education, Culture, Sports, Science
and Technology. In addition, the Ministry of Education, Culture, Sports, Science and Technology determines the
facility development plan for the selection of facilities, and because the examination criteria for loans by NIAD-

QE are clearly stipulated, the selection criteria and process for the subject projects are evaluated as appropriate.

2. Appropriateness and Transparency of management of the proceeds

(1) JCR's key consideration in this factor

While it is generally assumed that funds to be procured will be managed in a wide variety of ways depending on
the issuer, JCR confirms that funds procured based on this framework are certainly appropriated to social projects,
and whether or not mechanisms and internal systems are in place so that the appropriation can be easily tracked

and managed.

JCR also emphasizes evaluating whether funds raised under this framework will be appropriated to social

projects at an early stage or how to manage and manage unallocated funds.
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(2) Current status of evaluation targets and JCR’s evaluation

<The Framework for Proceeds Management>

JCR)

The funds raised through bond issuance will be immediately provided to national university corporations

for installing equipment of national university hospitals.
[Fund management]

In accordance with the provisions of Article 17 of the Act on the University Reform Support and
Degree Granting Organization of Incorporated Administrative Agencies, accounting for facility
expense loan projects and facility expense grant projects is organized by setting up a facility
maintenance account separately from the general account. A bank account exclusive to the facility
maintenance account is held, and the funds of the facility expense loan project and the facility expense
grant project are managed by this account. In this account, the funds for the facilities expense grant
business are also managed, but the uses of the funds received and withdrawn are strictly managed, and
the funds procured from the facilities expense “Loan” project are not allocated for the facilities expense

“Grant” project.

[Preparation of books relating to bonds]

Receivables and payables are managed through the ALM (Asset and Liability Management) system
and backed up.

[Internal Audit]

Internal audits shall be conducted in accordance with the Internal Audit Rules of the University of
Japan Reform Support and Graduate Awarding Organization of Japan, in order to facilitate proper,

efficient, and effective business of operations and to ensure proper budget execution and accounting.

At the beginning of each business year, the audit office manager creates an audit plan that describes the
basic policy and overall plan for audits in the relevant year. The audit plan is submitted to the director
of NIAD-QE and reported to meetings within NIAD-QE in which section chiefs or higher participate.

The types of audits include routine audits, periodic audits, and ad hoc audits. Daily audits are
conducted throughout the year to check accounting vouchers and contracts in accounting procedures.
Periodic audits are conducted every fiscal year to verify accounting vouchers and contracts, as well as
facility expense loan and issuance in accounting treatment. In addition, bank accounts (deposit
passbooks) are checked. Extraordinary audits are conducted when the DICJ deems necessary, but have

not taken place since the merger in April 2016.

The audit results are compiled into a report and reported to the director general of NIAD-QE.

[Auditor Audit]

Auditors are audited based on the Audit Rules of the Corporation Administrative Agency's University
Reform Support and Academic Degree Granting Organization and the Standards for Implementing
Audits of the Incorporated Administrative Agency's University Reform Support and Academic Degree
Granting Organization, in order to ensure the appropriate, efficient, and effective business of

operations, and to ensure the appropriateness of accounting.

Each fiscal year, the Auditor prepares an audit plan describing the audit policy and the implementation

timing and method. The audit plan is submitted to the director of NIAD-QE and reported to meetings
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within NIAD-QE in which section chiefs or higher participate.

Types of audits include periodic and ad hoc audits. Periodic audits are conducted mainly by attending
various meetings, etc., by receiving deliberations and reports on matters including facility expense
loans and granting projects, auditing of operations for which documents and opinions are heard as
necessary, and auditing of accounting for which documents are submitted and opinions are heard as
necessary. In FY2016, the Loan and Delivery Project for Facilities Expenses was selected as an audit
on specific matters in business, and opinions were heard from relevant staff members. Temporary
audits are conducted when the auditors deem necessary, but have not been conducted since the merger
in April 2016.

The audit results are compiled in a report and reported to the Director-General of NIAD-QE and the
Minister of Education, Culture, Sports, Science and Technology.

[External Audit]

There are audits by the Board of Audit, FILP audits by the Financial Bureau of the Ministry of Finance,
and accounting audits by accounting auditors.

[Method of Management of Unallocated proceeds]

Funds raised through bond issuance are generally allocated in full to loans and redemptions in the
following month (Refunding Bonds), and no unallocated funds are generated.

<JCR's Evaluation on the Framework>

JCR considers that cash management is appropriate given that funds for the Bonds are managed in separate
accounts and separate accounts, that the appropriation of funds is managed by an appropriate method using an
internal electronic system, that appropriate internal control systems are in place, including internal and external

audits, and that there are no particular concerns about the operation of unallocated funds.
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3. Reporting
(1) JCR's key consideration in this factor

In this section, JCR evaluates whether the reporting system to investors before and after the issuance is planned

in a detailed and effective manner at the time of the issuance of the notes.
(2) Current status of evaluation targets and JCR’s evaluation

< The Framework for Reporting >

a. Reporting on the proceeds allocation
Scheduled to be disclosed on our website. Unallocated funds will be allocated during fiscal 2020.
Balance of social finance
Amount appropriated
Balance of unallocated funds (in cases where unallocated funds are available)

Total acquisition price of social-grade assets

Even after the allocation has been completed, we plan to disclose any significant changes in the allocation
status to the extent that social finance remains.

b. Reporting on society improvement effects
<Output Indicators>

Number of borrowers of facilities improvement loans, total loan amounts, and numbers of equipment
installed projects

<Outcome Indicators>
* Status in Advanced Medical Care
* Implementation Status of Organ Transplantation in Brain Death
* Response to policy-based medical care
<Impact (Qualitative Targets)>
* Education and training of healthcare professionals who will be responsible for future medical care

* Contributing to the Development of Clinical Medicine and the Improvement of the Level of
Medical Technology

Provision of high-quality medical care as a core local hospital

<JCR's Evaluation on the Framework>

The setting of impact indicators planned by NIAD-QE is a setting that can quantitatively grasp the effects of
both outputs and outputs. Furthermore, the qualitative targets set as impacts are consistent with Japan's

education and medical policies and are sufficient to demonstrate their high social significance.

In addition, the Ministry of Education, Culture, Sports, Science and Technology's study group regularly
publishes a report on the impact assessment of the development of facilities attached to national universities,

and it is highly evaluated that it is highly transparent. (External evaluation examples are shown below.)

Case study group on the development of facilities attached to national universities (study group on the
preparation of case studies on the improvement of facilities attached to national universities of the

Ministry of Education, Culture, Sports, Science and Technology)
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National University Hospital Functional Assessment (a report that evaluates the degree of contribution

by the five functions of annexed hospitals, published annually by the Standing Committee of the
President of the National University Hospital since fiscal 2009)

4. Organization’s strategies on addressing Social Issues

(1) JCR's key consideration in this factor

In this section JCR evaluates whether the issuer's management positions social issues as high priority issues for
management, and whether the procurement policies and processes based on this framework, criteria for selecting
social projects, etc. are clearly positioned by establishing a department that specializes in promoting sustainability,

including social issues, or by cooperating with external organizations.
(2) Current status of evaluation targets and JCR’s evaluation

Sustainability Initiatives of NIAD-QE

NIAD-QE states that it will contribute to SDGs by supporting the development of higher education in Japan
through the following businesses: Academic degree awards, evaluations, facility maintenance support, quality

assurance coordination, and survey and research.
B Providing Degrees

In order to create a society in which the outcomes of a variety of learning at the higher education level are
appropriately assessed, a person who is recognized as having the same academic ability as a person who has

completed a university's faculty or graduate school is given a degree.
B Evaluation

In order to contribute to the maintenance and improvement of the quality of educational and research activities
by Japanese universities, etc., certification evaluation of universities, technical colleges and law graduate

schools, and national university educational and research evaluation are conducted.
B Facility and equipment assistance

In order to improve the educational and research environment for national university corporations, etc., the
government loans and delivers funds necessary for the development of facilities for national university

corporations, etc.
B Quality Assurance Collaboration

It engages in collaborative activities with universities and evaluation corporations, supports the strengthening

of the management base of national universities, and conducts projects such as university portrait.
B [nternational Quality Assurance Collaboration

In order to increase international confidence in Japan's tertiary education, Japan cooperates with quality
assurance organizations in other countries and provides information on higher education systems in Japan and

overseas through the center for approval information on higher education certification.
B Survey and research

In order to contribute to the development of higher education in Japan, it is conducting research on the basis

of each project and surveys on verification of the project.

NIAD-QE aims at "improving the level of education and research activities at universities, etc. by evaluating the
status of education and research activities at universities, etc., improving the educational and research

environment of national universities, etc. by providing loans and subsidies necessary for the development of
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facilities at national universities, etc., and at the same time, by giving them a degree under Article 104, Paragraph
4 of the School Education Act, to realize a society in which the achievements of diverse learning at the higher

education stage are appropriately evaluated, thereby contributing to the development of higher education in

Japan."

As confirmed in the Objectives of Evaluation Phase 2, the projects of NIAD-QE are carried out in accordance
with Japan's educational and healthcare policies, which are of high social significance, and their contributions to

Japan's measures to achieve its SDGs based on these policies are also clear.

The activities of NIAD-QE are regularly evaluated and reviewed by experts established within the Ministry of
Education, Culture, Sports, Science and Evaluation and by the Standing Committee of National University

Hospital Presidents. It can be said that business activities aimed at resolving social issues have been constructed

from a specialized perspective.

mEvaluation Results

Based on JCR Social Finance Evaluation Methodology, JCR assigned "s1" for the "Social Impact Evaluation (Use of

Proceeds)" and "m1" for the "Management, Operation and Transparency Evaluation." Consequently, JCR assigned

"Social 1" for the overall "JCR Social Finance Framework Evaluation." The Framework meets the standards for the

requirements of the Social Bond Principles and the SDGs Objectives and specific measures for the SDGs Goals of

the Government.

[JCR Social Finance Framework Evaluation Matrix]

Management, Operation and Transparency Evaluation
ml(F) m2(F) m3(F) m4(F) m5(F)

s1(F) Social 1(F) Social 2(F) Social 3(F) Social 4(F) Social 5(F)
t
g: s2(F) Social 2(F) Social 2(F) Social 3(F) Social 4(F) Social 5(F)
g; s3(F) Social 3(F) Social 3(F) Social 4(F) Social 5(F) Not qualified
é s4(F) Social 4(F) Social 4(F) Social 5(F) | Notqualified | Not qualified
- s5(F) Social 5(F) Social 5(F) Not qualified | Not qualified | Not qualified

m Scope of Subject

Issuer: National Institution for Academic Degrees and Quality Enhancement of Higher Education

[Assignment]

Subject Evaluation

Social Finance Framework

Social Finance Framework Evaluation :Social 1(F)
Social Impact Evaluation :s1(F)
Management, Operation and Transparency Evaluation :m1(F)

(Responsible Analyst for this evaluation) Atsuko Kajiwara and Rieko Kikuchi
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Important explanation of Social Finance Framework Evaluation

1. Assumptions, Significance, and Limitations of JCR Social Finance Framework Evaluation

JCR Social Finance Framework Evaluation provided by the Japan Credit Rating Agency, Ltd. (JCR) evaluates the policies set
out in the social finance framework and presents JCR's overall opinion at this time on the suitability of social projects as defined
by JCR and the extent of efforts to ensure management, operation, and transparency regarding the use of funds. Therefore, it is
not intended to evaluate the specific degree of social contribution, management and operational system, and transparency of the
use of funds for individual bonds or borrows, etc. implemented based on the policy. If social finance evaluations are granted for
individual bonds or individual borrowings based on the framework, they need to be evaluated separately. The JCR Social
Finance Framework Evaluation does not demonstrate the improvement effect on society of individual bonds or borrows, etc.
implemented under this framework, and does not assume responsibility for the improvement effect on society. In principle, JCR
does not directly measure the impact of social frameworks funded funding on society, although JCR confirms quantitative and
qualitative measures by the issuer or a third party requested by the issuer.

2. Methods used in the conduct of the evaluation
The methodology used to implement this evaluation is listed in the Sustainable Finance ESG section of JCR's website
(https://www.jcr.co.jp/) under the JCR Social Finance Evaluation Method.

3. Relationship with Acts Related to Credit Rating Business
JCR Social Finance Framework Evaluation is determined and provided by JCR as a related business, which is different from the
activities related to the credit rating business.

4. Relationship with Credit Ratings
The evaluation differs from the Credit Rating and does not promise to provide or make available for inspection a predetermined
Credit Rating.

5. Independence in Evaluation of JCR Social Finance Framework

There is no conflict of interest related to capital or human resources relationships between the subject of this evaluation and
JCR.

mDisclaimers

The information contained in this document has been obtained by JCR from the Borrower and from accurate and reliable sources. However, the information
contained herein, artificially, mechanically, and in this document, has been obtained by JCR from the borrower and from accurate and reliable sources. Provided,
however, that such information may be erroneous due to human, mechanical or other reasons. Accordingly, JCR makes no representation or warranty, express or
implied, as to the accuracy, results, accuracy, timeliness, completeness, marketability, or fitness for a particular purpose of such information, and JCR assumes no
responsibility for any error, omission, or result of using such information. In no event shall JCR be liable for any special, indirect, incidental or consequential
damages of any kind, including opportunity loss, monetary loss, which may arise from any use of such information, whether contractual, tort, negligence or other
cause of liability, and whether or not such damages are foreseeable or unforeseeable. JCR Social Finance Assessment does not express any opinion on the various
risks (credit risk, price fluctuation risk, market liquidity risk, price fluctuation risk, etc.) involved in the procurement of funds subject to evaluation. The JCR Social
finance Evaluation is a comprehensive statement of opinion at the present time of the JCR and is not a statement of fact and does not make any recommendations
regarding risk judgment or the decision to purchase, sell or hold individual bonds, commercial paper, etc. JCR Social finance Evaluations may be changed,
suspended, or withdrawn due to changes in information, lack of information, or other reasons. All rights to this document, including data from the JCR Social
finance Assessment, are held by JCR. Reproduction, adaptation, modification or alteration of this document, in whole or in part, including data from the JCR Social
finance Assessment, without the permission of JCR is prohibited.

mGlossary
JCR Social Finance Framework Evaluation assesses the extent to which funds procured under this framework will be used for social projects as defined by JCR, and
the extent to which such funds will be used for management, operation, and transparency. The evaluations are graded on a five-point scale and are displayed using
the Sociall(F), Social2(F), Social3(F), Social4(F), and Social5(F) rating symbols in order of rank.

mSustainable finance of registration as an external assessor of green finance
 Registration of Green Bond Issuance Supporters by the Ministry of the Environment
+ ICMA (Registration as an observer of the International Capital Markets Association)

mStatus of registration as a credit rating agency, etc.
« Credit Rating Agency: the Commissioner of the Financial Services Agency (Rating) No.1
+ EU Certified Credit Rating Agency
+ NRSRO: JCR has registered with the following four of the five credit rating classes of the Securities and Exchange Commission's NRSRO(Nationally Recognized
Statistical Rating Organization. (1)Financial institutions, broker dealers, (2) insurance companies, (3) general business corporations, and (4) government and local
governments. If the disclosure is subject to Section 17 g-7(a) of the Securities and Exchange Commission Rule, such disclosure is attached to the news releases
posted on the JCR website (https://www.jcr.co.jp/en).

mFor further information, contact
Information Service Dept. TEL: 03-3544-7013 FAX: 03-3544-7026

Japan Credit Rating Agency, Ltd.
Jiji Press Building, 5-15-8 Ginza, Chuo-ku, Tokyo 104-0061, Japan
Tel. +81 3 3544 7013, Fax. +81 3 3544 7026

Copyright © Japan Credit Rating Agency, Ltd. All rights reserved.
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