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1- Introduction 
OSG Corporation has set up its Green Bond Framework (“the Framework”), as the world’s first 

framework by a cutting-tool manufacturer. 
The Framework is fully aligned with the ICMA Green Bond Principles (“GBP”) 2021 and the Green 

Bond Guidelines 2022 published by the Ministry of the Environment of Japan and Japan Credit 
Rating Agency (JCR) issues Second-party Opinion to confirm the alignment of the Framework to the 
ICMA GBP and the Green Bond Guidelines 2022. 

In accordance with the Framework, OSG will issue green bonds. 
 
1-1. OSG’s Overview 

Since its establish in Tokyo in 1938, OSG has grown in the global cutting tool market with 
innovative products derived from the development of a range of proprietary technologies, such as 
tap grinding with grindstones, and the pioneering of new sales channels. The OSG spirit of meeting 
and overcoming any challenge and difficulty, which we have pursued since our founding, has been 
the driving force behind our unique advanced technologies, global network spanning 33 countries, 
and every aspect of our current corporate value. We will continue to take up new challenges as we 
seek to further expand globally.  
 
1-2. ESG Management 

OSG Group has designated key issues as ‘material’ from the ESG perspective, in order to realize 
our medium-term management plan, Beyond the Limit 2024. We aim to maximize the corporate 
value generated by linking growth strategies with ESG initiatives.  

 
1-2.1. Basic Sustainability Policy 

OSG Group aims to be instrumental in the sustainable development of society. We will be an 
essential player contributing to sustainable manufacturing industries worldwide by delivering 
proprietary high value-added products and services.  

The Sustainability Committee deliberates ESG-related issue, policy and vision consistency, priority 
measures, and other matters, and regularly reports on its activities to the Board of Directors. 
Measures for promoting sustainability are implemented by department heads (ESG officers) and 
facilitators in each organization based on decisions made by the President, who chairs the 
Sustainability Committee.  
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1-2.2. OSG Group’s Material (Important) issues 

As we aim to achieve the SDGs, we have identified eight material issues the OSG Group will 
prioritize. 

 
【Process for Identifying Material (Important) Issues】 

 
  

Sustainability Committee（meets quarterly） 

Chair：President 
Members：Directors responsible, Human Resources & 

General Affairs Department General manager, and 
other department heads 

Secretariat：Corporate planning Office 
Agenda：Deliberate and made decisions on 

sustainability-related policies, initiatives, etc., 
and issue regular reports on these topics 

Corporate planning Office（Sustainability administrator） 

Department general 
managers （ESG officer） 

Responsible for  
ESG promotion 

Chairman 

President  
Reports 

& 
approval 

 

Formulate, 
promote 

& 
implement 

plans 
 

Board of 
Directors 
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【OSG Group’s Material (Important) issues】 
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1-3. Medium-term Management Plan, Beyond the Limit 2024 
We have reported our management structure from fiscal year 2021 started a medium-term 

management plan, Beyond the Limit 2024. The three-year plan runs from the current period 
November 2022 until the term ending November 2024. Under this new plan, OSG’s aim will be to 
commit ourselves to further enhancing the efficiency of our operations, improve profitability, create a 
robust corporate culture, and contribute to the global manufacturing industry as we advanced toward 
the era of carbon neutrality.  

 
【Basic Policy】 
 To transform OSG into an essential player contributing the global manufacturing industry, our 

long-term vision is divided into three stages. The first three-year period is Beyond the limit 2024, 
We will strengthen our corporate structure.  

 Over the course of these three stages up to the year 2030, OSG will change the composition of 
customer portfolio for better address social and environmental changes.  

 As we advanced toward the carbon neutral era, the entire OSG Group will strive together to 
enhance corporate value with the aim of achieving overall optimization. 

 
1-4. Initiatives against Climate Change 

OSG set the following targets in the medium-term management plan Beyond the Limit 2024, which 
was announced in January 2022. 

 FY2030 target ： 30% reduction from FY2019 level 
 FY2050 target ： Achievement of carbon neutrality 

In addition, OSG plans to conduct the Scope 3 calculation and evaluation by FY2030, and we are 
working to reduce CO2 emission across the entire supply chain.  

 
【Carbon Neutral Declaration】（Illustration of CO2 reductions made toward achieving target） 
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1.4.1 Plans to save energy and improve efficiency 
OSG Group develops and suggests new products and services which save energy and improve 

efficiency in production. OSG is making efforts to “promote saving resources and energy”, “reduce 
waste” and “recycle carbide products” to reduce environmental impact, aiming at improve carbon 
productivity by 14.2% by FY2024 from the levels in FY2021. OSG has adopted a companywide 
theme of reducing our electric power usage, and we have rolled out activities that promote more 
efficient energy use and develop energy-saving equipment alternatives. More specifically, we have 
upgraded thermal source devices, transformers, and air conditioning equipment so that we now use 
the leading models. Companywide, we have also promoted a conversion of LED lighting, done away 
with equipment using fuel oil, and implemented other similar efforts. “Renewal of aging machines” 
and “Expansion of machines to increase capacity and improve efficiency” will be carried out 
continuously as, not only adaptation to climate change, but also the future growth opportunities. By 
reducing CO2 emissions in production process, creating added value and reducing negative 
environmental effect can be realized together.  

 
 Renovation of Oike Factory 

OSG Group plans renovation of Oike Factory as a part of its plans to save energy and improve 
efficiency.  The renovation is scheduled between May 2024 and April 2028 and the site of the 
factory is approximately 16,800 ㎡.  Solar panels and EV stands will be equipped in the factory 
after the renovation and it will obtain Rank B+ under CASBEE certification. OSG Group will 
intend further to utilize renewable energy and reduce CO2 emissions by saving energy at 
production bases.  

※Image of Oike Factory after renovation 

 
 
 Cutting-simulation using CAE analysis  

Cutting-simulation reduces production of prototypes, which are traditionally made repeatedly in 
production process, and also reduces waste. It contributes to efficient energy use by reducing 
prototypes. 
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1.4.2 Eco-efficiency Products 
OSG is striving to create eco-friendly products and provide these to our customers. We are actively 
working to reduce environmental footprint through development and utilizing products which realize 
to save resources and to shorten production process of such products. 
 

【Examples of Products】 
 Drills 

OSG has developed a drill with holes which enables efficient oil supply while existing drills 
require more high-pressure coolant for stable drilling. The new drill is enable to reduce power 
consumption by 56% compared to conventional products. 
※Image of the product 

 
 

 PDZ 
PDZ enabled production with only one tool compared to four tools required currently. Shorter 

cycle-time realized to reduce power consumption and to reduce losses from scrapping tools.  
※Image of the product 
  ※Currently, Four tools required                            ※PDZ enables to consolidate production process 

 
 

1.5 Significance of Issuing Green Bonds 
Sustainable financing is one of the material themes for OSG Group and will be utilized as a financing 
tool for investments to achieve a goal of carbon neutral in 2050.  

Through the issuance of the Green Bonds, OSG will raise funds to build green buildings for 
production bases, to utilize renewable energies and to save energy and improve efficiency in 
production. We aim to strive to practice more sophisticated ESG/SDGs management by showing the 
efficacy of our investments through the reporting after green bond issuing.  
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2 Green Bond Framework 
The framework conforms to align with the ICMA Green Bond Principles and the Green Bond 

Guidelines of the Ministry of the Environment 2022, and defines the following four core components: 
1. Use of Proceeds  
2. Process for Project Evaluation and Selection 
3. Management of Proceeds 
4. Reporting 

OSG will issue green bonds in accordance with the Framework 
 
2-1. Use of Proceeds 

An amount equivalent to net proceeds of each Green Bond will be allocated to finance or refinance 
new or existing eligible projects. In the case of existing projects, the proceeds will be allocated to 
projects implemented within two years prior to the issuance.  

Eligible projects refer to the following capital investment and operational costs which meet eligible 
criteria.  

 
【Green Bond Eligible Projects】 

Category GBP Category Eligible Criteria and Projects 
Save Energy  Green Building 

 
 Building of which environment building certification 

was acquired or renewed prior to 24 months of 
issuance of the Green Bonds. Or, such building of 
which certification will be acquired or renewed in the 
future 

・ CASBEE Construction （New, Existing, 

Renovated）, CASBEE Real Estate 

Certification  ： Rank B+, A and S 

・ ZEB, Nearly ZEB, ZEB Ready, ZEB Oriented 
under ZEB Certification 

・ BELS ： 3 stars, 4 stars and 5 stars 

・ DBJ Green Building Certification ： 3 stars, 4 

stars and 5 stars  

＜Project example＞ 

 Costs for Oike Factory renovation（CASBEE 

Certification ：Rank B+ (Expected)） 

 Energy Efficiency in 
product 
development 
process 

 Costs for introduction and maintenance of systems 
which realize improvement of energy efficiency by 
more than 30% current efficiency by reducing 
prototypes.  

＜Project example＞ 

 Cutting simulating using CAE analysis 
Eco-efficient 
Products 

 Eco-efficient 
Products, 
Production 
Technologies, and 
Processes 

 Costs for research and development and 
introduction of related production equipment to 
realize improvement of energy efficiency by more 
than 30% current efficiency  

＜Project example＞ 

 Environmentally-friendly product which helps saving 

energy （Drills） 

 Products which helps saving energy and reduce 

waste by streamlining manufacturing process （PDZ） 
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Energy 
Consumption 

 Renewable energy  Costs to introduce equipment of renewable energy 
plants 

 Costs to purchase electric power from renewable 
sources 

 
Exclusion Criteria 

Proceeds from the Green Bond will not be allocated to projects related to the following,  
 Unfair transactions that do not comply with the laws and regulations of the location or 

inappropriate acts including bribery, corruption, blackmail and embezzlement 
 Transactions that may cause social problems relating to human rights, the environment, etc. 

 

2-2. Process for Project Evaluation and Selection 
For eligible projects, to which proceeds from the Green Bond will be allocated, Finance Department 

will select candidate projects according to their alignment with the project eligibility criteria. The 
Finance and Quality Assurance Department will discuss the matter before Sustainability Committee 
which the President chairs will make the final decision. 

In order to reduce environmental and social risks, all the eligible candidate projects are confirmed 
to have met conditions as follows: 
・ Complying with environmental-related laws, regulations and rules required in the areas 

where projects are conducted as well as carrying out environmental impact assessments if 
necessary 

・ Providing sufficient explanation to local residents before projects are conducted 
・ Material procurement, prevention of pollution and consideration of working environment and 

human rights in line with OSG Group’s sustainable procurement guidelines 
 
2-3. Management of Proceeds 

The proceeds will be allocated to eligible projects and managed by the Accounting Department. 
The Accounting Department will track and manage the proceeds using Excel so that the same 
amount of bonds issued based on the framework will be allocated to any of eligible projects. 

The Company will manage the unallocated proceeds in cash or cash equivalent until the full 
amount of the proceeds will be allocated, and the proceeds will be fully allocated within five years 
from issuing. 

 
2-4. Reporting 

OSG will report the status of allocation of green bond proceeds to eligible projects and effects on 
the environment annually on OSG’s annual report and website.  
 
2-4.1. Allocation Report 

Until the proceeds from the Green Bonds are fully allocated, OSG will publish the following 
allocation status of the proceeds to eligible projects annually to the extent practically possible. 

‒ Total amount of the proceeds allocated to eligible projects 
‒ Amount of allocated and unallocated proceeds by eligible criteria 
‒ Allocation schedule if any unallocated proceeds 
‒ Proportion of finance and refinance 

Should a significant change occur following the allocation of proceeds, it will be disclosed in a 
timely manner. 
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2-4.2. Impact Report 
OSG will publish Impact Report on following indicators and projects to the extent practically 

possible, until redemption of the Green Bonds.  In addition, we will disclose in a timely manner when 
conditions have changed significantly. 
 
【Green Bond Eligible Projects】 

Category GBP Category Impact Indicators (examples) 
Save Energy  Green Building 

 
 Overview of the building 
 Progress of capital investment 
 Type and rank of environmental certifications obtained 

(or schedule of certification progressed) 
 Volume of CO2 emissions 

 Energy Efficiency 
in product 
development 
process 

 Reduced quantity of prototypes by introducing systems 
 Reduction volume of power consumption by reducing 

prototypes   

Eco-efficient 
Products  

 Eco-efficient 
Products, 
Production 
Technologies, and 
Processes  

 Overview of Project and its estimated performance 
 Reduction volume of power consumption 
 Reduction volume of CO2 emissions by improvement of 

energy efficiency 
 For R&D purposes; 

・ Overview of the R&D plan and its progress 

・ Overview of targeted business and target effect 
(expected purposes, products, effects) 

Energy 
Consumption 

 Renewable Energy  Overview of Project  
 Reduction volume of CO2 emissions by using 

renewable energy 
 Renewable energy generating capacity (actual volume) 
 Volume  of purchased energy from renewable sources 

 
 

 


