Second Opinion

NTN Corporation October 6, 2023
. o . . ESG Division
Sustainability-Linked Finance Framework Keisuke Moriyasu

Rating and Investment Information, Inc. (R&l) has confirmed the alignment of the Sustainability-Linked
Finance Framework (the Framework) of NTN Corporation formulated in October 2023 with Sustainability-
Linked Bond Principles 2023 of the International Capital Market Association (ICMA), Sustainability-Linked Loan
Principles 2023 of LMA, APLMA and LSTA as well as Sustainability-Linked Bond Guidelines 2022 and
Sustainability-Linked Loan Guidelines 2022 of the Ministry of the Environment (MOE). This opinion is based
on the following views.

m Outline of the Opinion

(1) Selection of Key Performance Indicator (KPI)

The KPI is "CO2 emissions in Scope 1 and 2 of NTN Corporation's Japan domestic group." NTN
Corporation aims to create a society where people and nature are in harmony, and people can live in peace
and prosperousness. In line with the NTN Group's basic management policy, NTN Corporation has set out
as the realization of a sustainable "NAMERAKA Society." To achieve this goal, NTN Corporation has
formulated a roadmap based on the following seven points: "realize carbon neutrality," "contribute to
carbon-free society," "contribute to prosperous lives," "environmental protection," "sustainable supply
chain," "prosperous human development" and "governance." The KPI/SPT in the Framework are initiatives
that contribute to solving these ESG issues. KPI can be continuously measured based on consistent
methods and verified by third parties, and are an important indicator to measure the progress of the NTN
Group's efforts to achieve a "NAMERAKA Society."

(2) Calibration of Sustainability Performance Target (SPT)

The SPT is "targets for each fiscal year to achieve a 50% reduction in CO2 emissions (compared to
FY2018) in Scope 1 and 2 in Japan in FY2030." NTN Corporation's carbon neutrality, including Scope
3, will be achieved in 2050, the same year as the national targets of 46% reduction by 2030 and carbon
neutrality by 2050. However, NTN Corporation has set clear and meaningful targets for its own
activities, including a 50% reduction in CO2 emissions by 2030 and carbon neutrality by 2035, aiming
to move forward. NTN Corporation has been working to reduce CO2 emissions through in-house
energy conservation activities. However, in light of future opportunities for business expansion, etc., it
is necessary to promote absolute reductions in CO2 emissions by continuing reduction efforts that
exceed the previous reduction pace on a per unit sales basis to achieve the target. The SPT set in the
Framework is a meaningful and sufficiently ambitious target for the NTN Group.

(3) Bond/Loan Characteristics

For bonds/loans financed under the Framework, the characteristics of the bond/loan will change
with the step-up/step-down of interest rate depending on the status of non-achievement/achievement
at the time of the SPT determination. Specific details are specified in statutory disclosure documents
or loan agreements, etc., for individual financing. It is believed that procurement terms and conditions
will be linked to each SPT's achievement status and act as an incentive to achieve the SPT.
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(4) Reporting
Until the sustainability-linked finance is repaid, NTN Corporation plans to disclose the status of
achievement of the set KPI against the SPT once a year on its website as the result of its
environmental and social activities.

(5) Verification

Regarding greenhouse gas emissions (Scope 1 and 2, energy consumption, and Scope 3), NTN
Corporation receives annual third party assurance. The assurance results can be used to confirm the

KPI performance of this sustainability-linked finance.
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Overview of the Issuer

A precision equipment manufacturer engaged in research, development, production, and sales of
bearings and drive shafts (CVJ), etc. One of the leading bearing companies celebrated its 100th
anniversary in 2018. Bearings, the company's main product, are important and precise components that
support the rotation of machines. They are used in all kinds of machines, including automobiles, wind
power generation equipment, and railway cars, and they support people's lives around the world. NTN
Corporation aims to contribute to the solution of social issues surrounding the world and realize a
"NAMERAKA Society" where people and nature are in harmony, and people can live in peace and
prosperousness.

Bearing Hub bearing Driveshaft
Eco-products supporting Bearing that supports Products that transmit rotation
all rotating parts to the smooth rotation of tires. from engine and motor to tires.

reduce friction

"Low Friction Hub Bearing II" High Efficiency Fixed Type CV1 “CF1"

that reduces rotational friction by 62% Reslize the world's highest level of

efficiency during transmitting torque
[Source: NTN Corporation website]

As the world demands a reduction in CO2 emissions, NTN Corporation is contributing to the development
of the renewable energy market by providing bearings for wind power generation equipment, condition
monitoring systems (CMS) to monitor their operating status, and renewable energy products that can
generate electricity from wind and solar power.

Ultra large tapered roller /' Deep groove ball bearing, etc.

1 IR Detect abnormalities
g in bearings at an early stage

Condition Monitoring
System (CMS)
Cylindrical roller bearing, etc.  “Wind Doctor”

[Source: NTN Corporation website]

NTN Corporation has set the following targets in its roadmap for realizing a "NAMERAKA Society." NTN
Corporation aims to achieve carbon neutrality by working as sustainability-linked finance, targeting Scope
1 and 2 in Japan, which are the core of its activities.
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1. Selection of KPI

'Selection of KPI' of the Framework is in conformity with the Principles from the following perspective.

(1) Abstract of KPI

The KPI is "CO2 emissions in Scope 1 and 2 of NTN Corporation's Japan domestic group." Regarding
greenhouse gas emissions (Scope 1 and 2, energy consumption, and Scope 3), NTN Corporation
receives annual third party assurance. Continuous measurements based on consistent methods and
verification by third parties are available. Historical KPI results are as follows:

(Unit: thousand tons)

FY2018 FY2019 FY2020 FY2021 FY2022

Domestic CO2

emissions 383 327 276 302 295

(2) Materiality of KPI

The NTN Group's basic management policy is as follows: to aim for the realization of a "NAMERAKA
Society" through the practice of its corporate philosophy; to conduct business activities with respect
for human rights and emphasis on compliance as a company that is trusted and needed by society,
including its stakeholders. Based on this policy, NTN Corporation aimed to achieve the 13 materiality
targets identified in December 2020, and in December 2021, it created a roadmap for realizing a
"NAMERAKA Society."

' Roacmap for realizing a “NAMERAKA Socisty”
Contribution to solving social issues toward the future we aim for

_—-——

mmty
Fimpind e ivmt vcbwnge” atamomn “"m e e G N 4 FYansa
i T B autios £ ‘5“’:“ e e
Iimouce intornal certen pricing I T '&‘ y

Contritus 1o hydmgan sociaty

Conrita b
Floaling  sustminabla scoity  sproad of wha
usngnabrsl Goargy  fursins nd
Iyerogen sority q H‘a @ @mmnmmm
Saio snargy : g

or /‘ 50% roctuction b f, 5% raduction i rcien
dimatio {pemparsd bo 2000)
Lot m /? osparas o £ ot " '
Orivsshalt that i (CRJ  Denvantiondl produaizy Low tichon hub bearng 31
2 Contributa to
| carbon-ires saciaty n g ay
i Eain
s g Comrato sl and oy of Y Corbins o s varcs *
slactication such as drive assist an dpom driving and Improved fusl mu,“{\. s mﬁmmnmnm
- freow amas) Rogenaration during dacamation o i Erpectan & nenfiEats b wmnemoLE AN ‘ e such as pirips
GE e HUB IS e of ssit.driing cers FaHUE o s
! Flach o
g it sansing
g o
manu = Coration
Talking = NTH Portabia ¥ Edge Applieaion for
iy Q Daxring E R E Versacops Menimcg X evaecross RO
i) =
n Ll
Bsuing iz Freacin
e — A o
mwk e it Fucyeng L Ju.. Estafish boaring refurtish husiness
a..d.dm._c. B FTEpss STNieNs fir s, Gciancy, A IEbor SNy ai produstion tan
Fabat.sulzied wtior i
Contributs to
g’ [
e - e-: “"“" impctn
=R T

Dismsior migation e
;d dsaster 7
b Gruan Powar
Etaien | W N-CUBE

Foundation to support ESG mmagement

Impova tha rliskARy of recucts and seniose E_i Fremota nalsty Human resnurca
- Wmmm.:’n&“ T 00 and hath dsvspment n Thirmigh soerptanca
. Fano.ras recystng i
ey [l EE e | R
snvrenman and seclel o Duren ights P nkty [ |=tngthen govarance

[Source: NTN Report 2023]
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- The roadmap for the realization of a "NAMERAKA Society" consists of a "contribution to solving social
issues toward the future we aim for" and a "foundation to support ESG management" as the basis for
these activities. It sets forth related materiality and concrete measures based on the following seven
ESG issues: "realize carbon neutrality," "contribute to carbon-free society," "contribute to prosperous
lives," "environmental protection," "sustainable supply chain," "prosperous human development" and
"governance."

. In order to resolve these ESG issues, NTN Corporation has formulated measures to be taken by
combining two perspectives. One is the forecast perspective, which identifies the future that can be
assumed as an extension of conventional business activities. The other is the backcast perspective,
which considers what should be done at any point in time by counting backward from the desired future.
NTN Corporation has also set a target of "carbon neutrality by FY2035 (FY2050 including the supply
chain)." It will work on environmental contribution by reducing CO2 emissions in its business activities
and providing goods and services.

B CO2 emissions (Scope 1,2)

CO2 emission reduction targets (Scope 1 and 2) i Scope 1: Direct emissions [l Scope 2: Indirect emissions™
50% reduction by the fiscal year 2030 e
(compared to the fiscal year 2018) o e
Achieve carbon neutrality by the fiscal year 2035 _ wo B i

CO2 emission reduction targets (Scope 3) )

Achieve carbon neutrality by the fiscal year 2050 20 -

108 (¢ sl 106 101 [ s0f

20197 ! 2021 2022 2023 2031

(Benchmark)

2024

[Source: NTN Corporation]

chmark as fiscal year ended March 31, 2019

[Source: NTN Report 2023]

*2 Set the carbon neutr:

. Regarding the reduction of CO2 emissions in business activities, NTN Corporation will use the
following measures: confirmation of electricity usage and planned reduction of CO2 emissions through
visualization of electricity consumption in the manufacturing process of products; introduction of solar
and wind power generation facilities at business sites; promotion of purchase of renewable energy
power at business sites; and internal carbon pricing.

. To "contribute to carbon-free society,” NTN Corporation will contribute to the spread and stable
operation of wind power generation equipment through the provision of bearings to cope with the
increasing size of wind power generation equipment and condition monitoring services using loT. In
response to the electrification and EV shift in the automotive industry, NTN Corporation plans to further
improve the efficiency of basic products, reduce their size and weight, and develop multifunctional
module products that utilize basic technologies. In this way, the products that NTN Corporation is
involved in play an important role in realizing a carbon-free society.

. From the above, KPI is an important indicator to measure the progress of the NTN Group's efforts to
achieve a "NAMERAKA Society."

B Carbon neutrality realization image

Reduction of COz emission
factor by an electricity
supplier

Improvement in 2 Visualization of energy
Business activities by energy saving Reduction Activities to improve
energy sources derived anemy Eving
from fossil fuel Energy

y transformation of the heat
transformation| | Cenversion ) treatment process
. ) Purchase of C

-free electricity

*
Energy creation Braston PPA of so(ljar giawel, elc.
(PPA of solar power) (onsite and offsite) .
- [Source: NTN Report 2023]
2019 2036 e Offset the remaining COz emissions

(Fiscal year ended/ending March 31) from fossil fuel
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2. Calibration of SPT

'Calibration of SPT' of the Framework is in conformity with the Principles from the following perspective.

(1) Abstract of SPT

The SPT is "targets for each fiscal year to achieve a 50% reduction in CO2 emissions (compared to
FY2018) in Scope 1 and 2 in Japan in FY2030." The target values for each fiscal year are set by linear
interpolation from the targets for FY2030.

(Unit: thousand tons)

Target FY2023 | FY2024 FY2025 FY2026 FY2027 FY2028 FY2029 FY2030
Domestic CO2
emissions 303 287 271 255 239 223 207 191

(2) Ambitiousness of SPT
@® Ambitiousness of SPT

NTN Corporation has been working to reduce CO2 emissions through in-house energy conservation
activities, etc. However, in light of future opportunities for business expansion, etc., it is necessary to
promote absolute reductions in CO2 emissions by continuing reduction efforts that exceed the previous
reduction pace on a per unit sales basis to achieve the target.

NTN Corporation's carbon neutrality, including Scope 3, will be achieved in 2050, the same year as the
national targets of 46% reduction by 2030 and carbon neutrality by 2050. However, NTN Corporation has
set clear and meaningful targets for its own activities, including a 50% reduction in CO2 emissions by
2030 and carbon neutrality by 2035, aiming to move forward. The SPT set in the Framework is a
meaningful and sufficiently ambitious target for the NTN Group.

In light of the above factors, the SPT is an ambitious and meaningful target.
@ Relevance of Means for Achieving SPT

The NTN Group is working to reduce CO2 emissions and emission intensity throughout its business
activities.

(1) Reduction of CO2 emissions generated by processing machines and heat treatment facilities by
visualizing energy in the manufacturing process, and reduction of CO2 emissions by improving the
efficiency of energy used in utilities such as air conditioning and lighting

(2) Reduction of CO2 emissions by energy conversion of heat treatment facilities

(3) Reduction of CO2 emissions from fossil fuels by purchasing CO2-free electricity

(4) Reduction of CO2 emissions from fossil fuels through solar PPA and other natural energy generation
With regard to (4) above, NTN Corporation has introduced renewable energy generation facilities for in-

house consumption under various schemes (PPA, leasing, and self-investment) at its business sites and
is working to reduce CO2 emissions (Scope 2).
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An Example of the Introduction of Natural
Energy Generation Equipment in Japan

Y [ 1 i 'S Iof 828
NTN Mie Corp. (Japan) installed a total of 828 solar B Natural Energy Generation Results

panels on the roof of a roller factory based on PPA’. (Fiscal Year Ended March 31, 2023)
lts operation started in April 2023, and the amount of

power produced and CO2 reduction are expacted to be

Power generation® CO2 emission reduction

Region
541,342 KWh/year and 205 tons-COz/year?, respectively (kWh) {ions-CO%)
== Japan 1,073,015 430
China 11,961,519 7,348
Total 13,034,534 7,778

H Actual Procurement of Renewable Energy
(Fiscal Year Ended March 31, 2023)

COz emission

Procurement
Sit En reducti
e neme aovtpe  Tawm ooy
Fioller Faciory (MTM Mis) ’ Nagg?r'ﬁacgales 80,982 3
i Hamamatsu

An Example of t_he Intro_duct:on_ of Natural il 18,077 E
Energy Generation Equipment in Overseas Sales Office COz-free
NTN MANUFACTURING DE MEXICO, SADE C.M, Hiroshima Ay
{Maxico) installed a total of 1,180 solar panels on the g;‘lté’smgf‘ﬁgz 20,059 &l
roof of a factory based on PPAY. Its operation started in W IR Py
August 2023, and the amount of power produced and ' il i
COz2 reduction are expected 1o be 1,012,000 kWh/year Total 13,171,918 4,108

and 403 tons-COz/year?, respectively.

*1 A contract 1o instal solar power genenstion sguipment owned by a third-party
power producer on a moof or other location and purchese its electricity.

*2 Calculated using emission fectors sourced from “Eleciric Uity Emission Factors”
Ministry of the Environment and the Ministry of Economy, Trade and Indusiny in

Japanese sies and caloulsted using emission factors soursed from “Emissions [Source: NTN Report 2023]

Faciors 20227 IEA) in oversaas sites,

[Reference: Supply chain emissions (Scope 3) reduction]

NTN Corporation has set a carbon neutrality target for FY2050, including supply chain emissions (Scope
3). ltis currently conducting Scope 3 calculations for its Japanese business sites using the intensity of the
inter-industry relations table. Category 1, "Purchased products and services," which accounts for the
largest emissions among all categories, mostly comes from the procurement of steel materials, which are
raw materials, and work in process. Work in process consists of such products as semi-finished products,
for example, forgings and lathe turning products. NTN Corporation will improve the Scope 3 calculation
method by reviewing the intensity used, and will promote activities to identify and reduce emissions in line
with actual conditions.

The NTN Group is also working to reduce CO2 emissions (Scope 3 Category 9) while transporting goods
by improving logistics efficiency. Major measures include "shortening the transportation distance by
optimizing the distribution route," "improving the loading rate by expanding the use of module outer
boxes," "reducing the number of containers by increasing the loading rate on export containers,"
"promoting the reuse and recycling (repair) of wooden pallets," and "requesting transport operators to

stop idling thoroughly."

W COz emissions in logistics* (Japan)

[thousand 1ons)
20 -

1

5- 139 140 433 12.9
108 27

10 -

5_ I

0

2018 2019 2020 2021 2022 2023 oyl
encing Merch 3%)

*Including COe2 emissions during Intra-company transportation

[Source: NTN Report 2023]
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® Contribution to the SDGs

The initiatives to achieve the SPT will contribute to the following goals:

13 feor

4

(3) Relevance of SPT

Regarding the relevance of the SPT, a Second Opinion has been obtained from R&I, an independent
third party.

3. Bond/Loan Characteristics

'Bond/Loan Characteristics' of the Framework is in conformity with the Principles from the following
perspective.

Depending on the status of achievement of the SPT, the characteristics of sustainability-linked finance
fluctuate through the step-up/down-down of interest rates. If the SPT is not achieved/achieved, the rate
will increase/decrease at the annual rate determined for the SPT at the time of financing from the time
of interest payment after the determination date until the next determination. The details of changes will
be specifically identified in the contract documents, etc., for the sustainability-linked finance based on
the Framework.

<Information on bond/loan characteristics>

SPT value
SPT reporting period, determination date, and basis for determination

Loan characteristics: Range of interest rate increase/decrease (annualized)

YV V V V

Actions to be taken in the event of other significant events affecting SPT, etc.
If the calculation and disclosure of the KPI cannot be made by the established determination date, the

interest payment shall be made at the increased interest rate or the interest rate at which the preferential
interest rate is not applied on the subsequent interest payment date.
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4. Reporting
'Reporting' of the Framework is in conformity with the Principles from the following perspective.

Until the sustainability-linked finance is fully repaid, NTN Corporation plans to disclose the status of
achievement of the set KPI against the SPT once a year on its website as the result of its environmental

and social activities.

ltem Reporting details Reporting timing
number

1 + SPY values as of the last day of each year Until the sustainability-linked
+ Actual KPI values from the base year (FY2018) finance is fully redeemed,

2 Disclosure of independent third-party verification reports on | information is publicly
KPI achievement status announced on the issuer's

3 Provision of information that may affect the achievement of | website annually.
SPT (Setting and updating sustainability strategies,
formulation and implementation status of action plans, etc.)

NTN Corporation will review and update the Framework as deemed necessary, such as when it becomes
necessary to modify the SPT due to changes in sustainability strategies or revisions in reduction
results/targets, etc. In addition, the application policy for loans in connection with framework review, etc.,
shall be determined through consultation with the lender.

5. Verification
'Verification' of the Framework is in conformity with the Principles from the following perspective.
Regarding greenhouse gas emissions (Scope 1 and 2, energy consumption, and Scope 3), NTN

Corporation receives annual third party assurance. The assurance results can be used to confirm the KPI
performance of this sustainability-linked finance.

9/10



Second Opinion R&]
B ERR T Y—

Rating and Investment Information, Inc

[Disclaimer]

Second Opinion is not the Credit Rating Business, but one of the Ancillary Businesses (businesses excluding Credit Rating
Service but are ancillary to Credit Rating Activities) as set forth in Article 299, paragraph (1), item (xxviii) of the Cabinet Office
Ordinance on Financial Instruments Business, etc. With respect to such business, relevant laws and regulations require
measures to be implemented so that activities pertaining to such business would not unreasonably affect the Credit Rating
Activities, as well as measures to prevent such business from being misperceived as the Credit Rating Business.

Second Opinions are R&I's opinions on the alignment of a framework, formulated by companies etc. to raise funds for the
purpose of environmental conservation and social contribution, with the principles etc. compiled by public organizations or
private organizations related to the relevant financing as of the date of assessment. Second Opinions do not address any
matters other than the alignment (including but not limited to the alignment of a bond issue with the framework and the
implementation status of the project subject to financing). Second Opinions do not certify the outcomes and other qualities of
the projects subject to the financing. Hence, R&I will not be held responsible for the effectiveness of the projects, including their
outcomes. Second Opinions are not, in any sense, statements of current, future, or historical fact and should not be interpreted
as such, and Second Opinions are not a recommendation to purchase, sell, or hold any particular securities and do not constitute
any form of advice regarding investment decisions or financial matters. Second Opinions do not address the suitability of an
investment for any particular investor. R&I issues Second Opinions based on the assumption that each investor will investigate
and evaluate the securities which they plan to purchase, sell, or hold for themselves. All investment decisions shall be made
at the responsibility of the individual investor.

The information used when R&I issues Second Opinions is information that R&I has determined, at its own discretion, to be
reliable. However, R&I does not undertake any independent verification of the accuracy or other aspects of that information.
R&I makes no representation or warranty, express or implied, as to the accuracy, timeliness, adequacy, completeness,
merchantability, fitness for any particular purpose, or any other matter with respect to Second Opinions and any such
information.

R&I is not responsible or liable in any way to any party, for all or any damage, loss, or expenses arising out of or in relation to
errors, omissions, inappropriateness of, or insufficiencies in the information used when issuing Second Opinions, or opinions in
Second Opinions, or arising out of or in relation to the use of such information or Second Opinions (regardless of the nature of
the damage, including direct, indirect, ordinary, special, consequential, compensatory, or incidental damage, lost profits, non-
monetary damage, and any other damage, and including expenses for attorneys and other specialists), whether in contract, tort,
for unreasonable profit or otherwise, irrespective of negligence or fault of R&I.

All rights and interests (including patent rights, copyrights, other intellectual property rights, and know-how) regarding
Second Opinions belong to R&I. Use of Second Opinions, in whole or in part, for purposes beyond personal use (including
reproducing, amending, sending, distributing, transferring, lending, translating, or adapting the information), and storing
Second Opinions for subsequent use, is prohibited without R&I's prior written permission.

As a general rule, R&I issues a Second Opinion for a fee paid by the issuer.

Japanese is the official language of this material and if there are any inconsistencies or discrepancies between the information
written in Japanese and the information written in languages other than Japanese the information written in Japanese will
take precedence.

[Expertise and Third-Party Characteristics]

R&I has launched the R&I Green Bond Assessment business in 2016, and since then, R&I has accumulated knowledge through
numerous evaluations. Since 2017, R&I has been participating as an observer in the Green Bond Principles and Social Bond
Principles, which have their own secretariat at the International Capital Market Association (ICMA). It also has been registered
since 2018 as an Issuance Supporter (external review entity) of the Financial Support Programme for Green Bond Issuance, a
project by the Ministry of the Environment.

The R&I assessment method and results can be found on the R&I website (https://www.r-i.co.jp/en/rating/esg/index.html).

There is no capital or personal relationship between R&I and the fundraiser that could create a conflict of interest.
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