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Rating and Investment Information, Inc. (R&I) has confirmed the alignment of the Sustainable Supply Chain 

Finance (SSCF) Scheme of Mizuho Bank with the intent of both the Sustainability-Linked Loan Principles 
(SLLP) and the Expected Elements of Sustainability Linked Loans described in the Ministry of the 
Environment’s Green Loan and Sustainability Linked Loan Guidelines 2020, and provided this second opinion. 
The opinion is based on the following views. 
 
■ Overview of the Opinion 

(1) Selection of KPIs 
Efforts of enhancing sustainability are spreading in the management of the entire supply chain, in which 
providers (suppliers) are checked back from intermediate products to raw materials with large companies 
manufacturing consumer products as procurers (buyers). Mizuho Bank has operated a supplier finance 
scheme (supply chain finance: SCF), which is backed by suppliers’ accounts receivables from buyers 
who are its customers, for the purpose of improving efficiency in buyers’ supply chains. In response to 
buyers' recent needs, the bank has designed a new SSCF scheme that incorporates a mechanism to link 
suppliers’ sustainability performance with their borrowing rates so that it can offer them incentives to 
address environmental and social issues. Sustainability will be assessed using ratings provided by 
Ecovadis SAS (EcoVadis), a French company specializing in sustainability assessments. With the levels 
of these ratings linked to borrowing rates, EcoVadis ratings are the equivalent of KPIs under the SLLP. 
The ratings represent suppliers' responses to environmental and social issues and constitute an 
important factor in business transactions with buyers. 

(2) Calibration of SPTs 
Weighing the objectivity, transparency, etc. of the EcoVadis ratings, all three parties (suppliers, buyers, 
and Mizuho Bank) already agree on interest-rate-linked targets. These targets are the equivalent of SPTs 
under the SLLP. The targets are judged every year based on classification set for EcoVadis ratings (Top 
1%, Top 5%, etc.). The assessment methodology incorporates the characteristics of the industry as well 
as the perspectives of stakeholders such as international organizations, national and local governments, 
and NGOs. The targets seem to be set based on the combination of these comparisons. Specific actions 
toward attaining targets are required of suppliers as their initiatives are not recognized without objective 
evidence. Given the assessment methodology, the targets are ambitious for all suppliers, and a supplier 
who achieved the targets is considered to have an overall system to fulfill its social responsibilities. 

(3) Loan Characteristics 
In the SCF a supplier’s borrowing rate basically depends on the creditworthiness of its buyer due to the 
nature of the scheme, while in the SSCF scheme a supplier who has met the targets gets a preferential 
rate. An individual finance transaction is on a short term basis, but the SSCF scheme with a 
comprehensive financing framework provides a preferential rate clause if targets are achieved, which 
gives suppliers incentives to meet their targets on an ongoing basis over the long term. 

(4) Reporting 
In the SSCF scheme, a buyer and Mizuho Bank are designed to share information about supplier 
classification of score as needed. EcoVadis does not disclose supplier scores and classification to the 
public. 
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(5) Verification 
EcoVadis is a third party independent of suppliers. EcoVadis requires suppliers to provide objective 
evidence for materials they submit for assessment and secures the credibility of the information that is a 
basis of its assessments. 
 

■ Position of Opinion 
Given the fact that the SLLP are premised on sufficient communication between borrowers and financial 
institutions, alignment with the SLLP in individual supplier finance transactions under the SSCF scheme 
cannot be evaluated. However, we can confirm that a mechanism to start with a buyer and utilize the 
sustainability assessments by the specialized rating company can generate specifics required by the 
elements of the SLLP, "selection of KPIs," "calibration of SPTs," "loan characteristics," "reporting," and 
"verification." Therefore, R&I determines that the SSCF scheme aligns with the intent of both the SLLP and 
the Expectations for Sustainability Link Loans described in the Ministry of the Environment’s Green Loans 
and Sustainability Linked Loan Guidelines 2020. 

Overview of the SSCF scheme 

 Under its Basic Policy on Sustainability Initiatives, which sets out the definition, basic concepts, 
promotion methods for sustainability in the wake of the strengthening of the initiatives for environmental 
and climate changes and the United Nations Environment Program (UNEP) Finance Initiative "Principles 
for Responsible Banking: PRB" signed in 2019, Mizuho Financial Group (“Mizuho FG”) as a group 
pursues sustainability initiatives along with its strategies in an integrated manner. As a member of 
Mizuho FG, Mizuho Bank not only is committed to sustainability issues but also recognizes that providing 
support for the sustainability initiatives by its customers is a key business challenge. 

 Mizuho Bank has designed a new SSCF scheme in order to provide support for initiatives to enhance 
sustainability in the supply chain management, in which suppliers are checked back from intermediate 
products to raw materials with large companies manufacturing consumer products as buyers. The bank 
has offered various supply chain finance (SCF) schemes as a financial institution, ranging from bill 
discounting to the purchase of electronically recorded monetary claims in the conventional supply chain 
management, which centers on stable procurement, quality control, cost control, cash management, etc. 
The SCF scheme, in which a financial institution provides funds for a supplier based on its buyer’s 
solvency, has played a role of increasing efficiency of fund operations in supply chains. Also for the 
purpose of supporting buyers' efforts of managing supply chains from a sustainability perspective, 
Mizuho Bank expands an existing SCF scheme and introduces a mechanism to link suppliers' 
sustainability-related performance with their borrowing rates (discount rates). This is the SSCF scheme. 

 To assess sustainability performance, ratings provided by EcoVadis, a French company specializing in 
sustainability assessments with a broad penetration in the supply chain management market and many 
users among both buyers and suppliers, will be used. 

  [Source: Mizuho Bank] 
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1. Selection of KPIs 

(1) Overview of Indicators 

 A discount rate is determined using sustainability ratings provided by EcoVadis as an indicator. These 
ratings are the equivalent of KPIs under the SLLP. 

① EcoVadis 
 EcoVadis was founded in Paris in 2007. Procurement management specialists started a “corporate 

social responsibility (CSR)” assessment service for suppliers in response to growing CSR demand. On 
previous CSR assessments for suppliers, buyers generally collected information from suppliers, using 
check items individually created by buyers. However, it had some issues: huge workload for industry in 
proportion to the combination of buyers and suppliers as well as inefficiency coming from scattered CSR 
knowledge/experience in various regions and industries. EcoVadis’ business model goes between 
buyers and suppliers and simultaneously improves operational efficiency and enhances CSR 
assessments in supply chains by centralizing assessment systems, including standardizing and updating 
questionnaires and developing a traceable information platform. The company has seven principles for 
the source of added value. 

ECOVADIS SEVEN PRINCIPLES 
 Assessment by International Experts 
 Tailored to Industry Sector, Country and Company Size 
 Source Diversification to Ensure Rich Stakeholder Input for Reliable Scoring 
 Utilize Technology to Ensure a Secure and Confidential Process and Accelerated Cycle time 
 Traceability and Transparency of Documentation 
 Evidence-Based 
 Excellence Through Continuous Improvement 

[Source: EcoVadis website] 

 EcoVadis has grown to a leading company in this field by expanding its businesses significantly amid 
increasing social awareness about sustainability. The company has assessed more than 90,000 
suppliers and its service is used by as many as 750 buyers. It covers more than 200 industries and 160 
countries. 

 Due to the nature of the business model, buyers and suppliers get to rely heavily on EcoVadis' 
assessment capabilities, system operations, information management, and more. In order to enhance its 
reliability, EcoVadis invests management resources in securing and educating human resources who are 
an expert in procurement management and sustainability, and in building system development and 
operation structures. To maintain quality of its services, the company conducts clarification and ongoing 
review of business processes, builds an analyst education system, establishes a challenge process for 
the company being assessed, process monitoring by external experts, strict operation and confidentiality 
of information systems, etc. This entire management system has been verified by a third party. 

② Sustainablility Ratings 
 EcoVadis assesses suppliers' sustainability-related management systems. A rating indicates the degree 

of establishment of a cycle of "policy → implementing measures → reporting results → policy → ..." 
Based on the scores given to each of the 7 management indicators (policy / support / action / certification 
/ scope / reporting / 360° news monitoring), an overall score is determined on a 100-point scale. A 
supplier with its score closer to 100 is an excellent/strong performer and expected to find more business 
opportunities. A score closer to 0 is considered to be high risk for business transactions with poor/weak 
performance. A company scored around 45 is positioned as a supplier actively committed to initiatives 
with its management system established. In terms of the distribution of scores, less than half of the 
companies have established systems, but only 5% of these are expected to be a high-level performer. 

 The scope covered by the management system is classified into 4 subjects, "environment," "labor and 
human rights," "ethics," and "sustainable procurement," with a total of 21 analytical standards. It 
complies with international sustainability standards such as the 10 Principles of the United Nations 
Global Compact, the International Labor Organization (ILO) Conventions, the GRI (Global Reporting 
Initiative) reporting standards, ISO26000, the Ceres Roadmap, and the United Nations Guiding 
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Principles on Business and Human Rights. 

21 Sustainability Criteria 
ENVIRONMENT LABOR & 

HUMAN RIGHTS ETHICS SUSTAINABLE 
PROCUREMENT 

Operations 
 Energy Consumption & 

GHGs 
 Water 
 Biodiversity 
 Local & Accidental 

Pollution 
 Materials, Chemicals & 

Waste 
Products 
 Product Use 
 Product End-of-Life 
 Customer Health & Safety 
 Environmental Services & 

Advocacy 

Human Resources 
 Employee Health & Safety 
 Working Conditions 
 Social Dialogue 
 Career Management & 

Training 
Human Rights 
 Child Labor, Forced Labor 

& Human Trafficking 
 Diversity, Discrimination & 

Harassment 
 External Stakeholder 

Human Rights 

 Corruption 
 Anticompetitive Practices 
 Responsible Information 

Management 

 Supplier Environmental 
Practices 

 Supplier Social Practices 

[Source: EcoVadis website] 

 Analytical standards for sustainability are applied according to a supplier's business activities, size, and 
location of its bases. The overall score is calculated as the weighted average of the 4 subjects. The 
weight of each subject is set after industry characteristics are considered. 

③ Rating Process 
 Ratings are determined by the scoring methodology above based on collected information. Suppliers 

answer an online questionnaire. EcoVadis asks suppliers to provide documentation to support their 
answers. Scoring is performed based solely on the information verified by analyzing the supporting 
documents. 

 During scoring, views expressed by stakeholders, including criticism, controversies, social disputes, and 
innovative corporate practices are taken into account. Information from NGOs, labor unions, international 
organizations, and local governments is reviewed, and a broad range of latest information is gathered 
using CSR networks and specialized information institutes. There are thousands of sources worldwide. 

 EcoVadis deploys specialized analysts respectively to analyze supporting documents and stakeholder 
views, and to perform scoring and verification, for the sake of efficiency and expertise integrity. 

(2) Materiality of Indicators 

① Buyer 
 The primary customer of Mizuho Bank's SSCF scheme is a buyer. An existing SCF scheme and a SSCF 

scheme both rely on a buyer's ability to pay for purchases, and thus credit control is imposed on the 
buyer. The buyer has played the role of a starting point for cash management in the supply chain and will 
do so in sustainability initiatives. Big companies with strong ties with major product and financial markets 
engage in global and diverse environmental and social issues. Supply chain management requires 
responses to environmental issues such as deforestation, greenhouse gas emissions, water resource 
depletion, and biodiversity loss, as well as to social issues such as child labor, forced labor, and 
information security. The buyer positions the sustainability rating as an indicator for a management 
approach to solving these issues. 

② Supplier 
 Through its existing SCF scheme, Mizuho Bank has provided a means of cash management to various 

suppliers whether large or small. Suppliers deal with their own environmental or social issues on a day to 
day basis but give a high priority to dealing with sustainability issues requested by their buyers in terms 
of maintaining an ongoing business with them. Among various burdens of initiatives, sustainability ratings 
allow suppliers to recognize the direction in solutions to buyers’ issues and identify what tasks to be done 
through easy-to-understand and versatile ratings. 
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2. Calibration of SPTs 

(1) Outline of Targets 

 Given the objectivity, transparency, etc. of the EcoVadis ratings, all three parties (suppliers, buyers, and 
Mizuho Bank) already agree on discount-rate-linked targets. These targets are the equivalent of SPTs 
under the SLLP. 

 Based on the classification set for EcoVadis ratings (Top 1%, Top 5%, etc.), the achievement of the 
targets is judged every year. 

(2) Ambition of Targets 

① Target Levels 
 While the EcoVadis ratings are an absolute score based on an established assessment methodology, the 

score classification to be aimed is a relative position among the companies assessed, and thus reflect 
trends among other companies in the industry. Industry characteristics are factored in the assessment 
methodology to adjust differences in the levels between industries. The views of stakeholders such as 
international organizations, national or local governments, and NGOs are factored in the assessment 
methodology. Those based on scientific knowledge are also included in these views. The targets seem to 
be set based on the combination of these comparisons. 

② Means of Achieving Targets and Uncertainties 
 The transparency of the assessment methodology allows suppliers to work steadily towards achieving 

their targets. Since the results of these initiatives are not recognized without objective evidence, more 
specific actions are required in suppliers' measures. 

 Individual measures may not progress as planned due to various factors in the business environment. 

③ Ambition of Targets 
 The targets are ambitious for all suppliers in terms of their levels. The uncertainty of achieving the targets 

can be specific to companies, regions or industries, or common to the international community. It is 
designed to ensure no significant difference in the degree of ambition between suppliers, using an 
assessment mechanism based on widely-collected and objective information. 

 A wide range of relevant stakeholders' views is adopted and reflected in assessments if there is any 
negative impact; thus, a supplier is expected to manage the negative impact and have an overall system 
to fulfill its social responsibilities when it is able to achieve targets. 

(3) Appropriateness of Targets 

 The targets are set at a level of external assessments made in the context of initiatives based on a buyer’
s sustainability policy. External assessments are made on the premise that information to support 
initiatives is obtained from suppliers. The target settings are appropriate with the uncertainty over the 
declaration by suppliers kept low. 

3. Loan Characteristics 

 In the SCF, a discount rate for supplier finance depends on the creditworthiness of its buyer due to the 
nature of the scheme. A discount rate may vary according to a buyer-supplier business relationship. In 
addition to these discount rate settings, the SSCF scheme sets a preferential discount rate treatment 
based on the degree of achievement of the EcoVadis rating targets. The spread in a preferential rate is 
fixed for any suppliers. 

 An individual finance transaction is on a short term basis, but the SSCF scheme with a comprehensive 
financing framework provides a preferential discount rate treatment if targets are achieved, which gives 
suppliers incentives to meet their targets on an ongoing basis over the long term. 
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4. Reporting 

 In the SSCF scheme, a buyer and Mizuho Bank are designed to share information about supplier 
classification of score as needed. 

 EcoVadis does not disclose supplier scores and classification to the public. Buyers and suppliers on a 
contract with EcoVadis can view scores and classification. Classification of score is disclosed to the 
public by some of the suppliers. 

5. Verification 

 EcoVadis is a third party independent of suppliers. EcoVadis requires suppliers to provide objective 
evidence for materials they submit for assessment and secures the credibility of the information that is a 
basis of its assessments. 
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[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. 


