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Reason for Existence (“Purpose”)

Creating new value with the power of trusts and

let prosperous future for our clients and society bloom

Management Principles (“Mission")

() Swiftly provide comprehensive solutions to our clients by fully utilizing the significant expertise and comprehen-
sive capabilities.

(I Adhere to the principles of sound management based on a high degree of self-discipline with the background
of fiduciary spirit and establish strong credibility from society.

(1) Strive to fulfill all shareholder expectations by creating distinct values through fusing the various functions featur-
ing the trust bank group.

(IV) Offer a workplace where the diversity and creativity of its employees are more fully utilized to add value to the

organization and where employees can have pride and be highly motivated in fulfilling their missions.

Ideal Model (“Vision")

—Towards “The Trust Bank”"—

Based on the fiduciary spirit and with significant expertise and comprehensive capabilities, the Sumitomo Mitsui Trust
Group will create distinct values by leveraging a new business model, combining its banking, asset management and
administration, and real estate businesses, and will move onto the global stage as a leading trust bank group which

boasts the largest and highest status in Japan.

Codes of Conduct (“Value”)

In order to pursue the Management Principles of the Sumitomo Mitsui Trust Group, the executives and employees

commit themselves to comply with the six Codes of Conduct described below.

Completely Client-oriented Contribution to Society Realization of Establishment of Individuality
—Truthfulness and —Dedication and Organizational Capability —Self-help and
Loyalty— Development— —Trust and Creativity— Self-discipline—

Strict Compliance with Applicable Laws and Regulations Resolute Stance against Antisocial Forces
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Editorial Policy

The Sumitomo Mitsui Trust Group publishes this integrated report so that readers can better
understand the Group's initiatives to achieve sustainable growth and provide value to stakehold-
ers by creating both social and economic value. In this report, after providing an overview of the
Group's medium- to long-term vision, we discuss our business strategy as a trust banking group,
our environmental, social, and governance (ESG) initiatives, and the management foundation that
underpins them. In applying our editorial approach, we strive to improve and expand not just finan-
cial information but also non-financial information such as business models and ESG factors, refer-
encing the integrated reporting framework issued by the International Integrated Reporting
Council (IIRC). We also disclose information appropriately, in accordance with our disclosure policy.
For more detailed financial data or ESG information, please refer to the Financial Data Section, our
Sustainability Report, or visit our website.

<Reporting Coverage>

Reporting Period  : From April 1, 2020 to March 31, 2021 (Partially including the information after April
1,2021)

Scope of Reporting : The Sumitomo Mitsui Trust Group; including Sumitomo Mitsui Trust Holdings, Inc.,
Sumitomo Mitsui Trust Bank, Limited, other subsidiaries and affiliated companies
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Theme

The reason for existence
of trusts is now greater
than ever before

We have hitherto applied the wide array of functions and flexibility of trusts to contribute
to solving social issues.

In these ever-changing times, the problems faced by our individual and corporate clients
are growing increasingly challenging and complex.

Accordingly, the fields in which we can utilize trusts to solve new social issues continue

to expand.

Greatest bank vault in the Far East

The enormous bank vault door pictured here is located underneath
the Nihonbashi Business Department and Tokyo Chuo Branch of
SuMi TRUST Bank. Manufactured by the Mosler Safe Company
of the United States, it is 2.5 meters in diameter, 55 centimeters
thick, and weighs 50 tons. Known as the greatest bank vault in the

Far East for its security and sophistication, it has continued to safe-
guard the precious assets of our clients since its installation in 1929.
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For what reason does the SuMi TRUST Group exist?

The SuMi TRUST Group’s reason for existence, or “Purpose”

Our ideal Creating new value with the power of trusts and

Roles expec

vision

let prosperous future for our clients and society bloom
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From our very founding, the SuMi TRUST Group has strived

ul

to be the "Best Partner” most trusted by our clients based

IS

on our unwavering client-oriented philosophy. Our reason )
9 P phy Creation of value for

for existence (“Purpose”) incorporates our positive com- clients and society Realization of
prosperity, happiness,

and well-being for all

mitment to solving social issues going forward, as well as

the idea that we can achieve sustained growth for ourselves

1loday peieibaiul |Z0Z
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through such contributions.

Our inspiration,
B pride, and
motivation

Realization
of virtuous
circulations

Development of society, as well as enhancement

‘ of the Group's corporate value
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For what reason does the SuMi TRUST Group exist?

Power of Trusts

Ability to realize the intentions of clients entrusted to us =

wide-ranging and flexible functions

“Trusts” offer a wide array of functions and flexibility. Flexibly exercising these diverse

functions enables us to address the various issues faced by clients and society.

1
Ability

conversion
function

Leveraging our high level of expertise to manage and
administer assets

By taking advantage of our extensive expertise in managing and administer-
ing the valuable assets entrusted to us, our trusts deliver high added value to

XS4
=8 , 2k

our clients.

\

Income

Clients N Real estate Securities

Various types of assets

I Our human resources maximize the power of trusts to generate new added value

It is ultimately “people” that give shape to the power of trusts—that is, the diverse and flexible functions of trusts and the

confidence placed in us by clients and society.

At the same time, our diverse employees embody the power of trusts—they share their enthusiasm for trusts and realize

the intentions of clients.

=) P.44, P.78 FEATURE STORY 01 : Human resources

2

Asset

conversion
function

Time
conversion

function

I An unchanging system—entrustment for the future

It is said that the origin of trusts can be traced back to the “use”

system that emerged in medieval England around the time of the

crusades (11th—13th century).

Flexible alteration of asset composition and quantity

By converting assets held in trust to trust beneficiary rights, even assets that
essentially are indivisible, or property of substantial value, can be divided into
smaller units for circulation, thus facilitating the smooth circulations of funds,
assets, and capital.

Multiple beneficiary
rights in smaller units

4 %

- 1ol
HE :_I _,_L Ej\f ) /Q\ Investors

¥10 billion ¥5 billion ¥10 billion
Various assets of substantial value % /@\

¥10,000/unit

Transcending time to ensure client wishes are fulfilled in the future

In order to assist our clients to realize and enjoy a prosperous future, our
trusts have a function to manage and safeguard assets for extended period
of time. Under certain scenarios, trust assets and the accompanying wishes of
clients can be passed on to the next generation.

( Now ) ( Future )

2

Contributions < Benefits
e N
? r g
@\ Management and Q

administration

( Parents )

¥
Financial Assets { Financial Assets
e \
7 7
Management and |

administration

(Children and grandchildren )

A soldier heading off to battle would delegate the administration of

his land and possessions to a trustworthy person to be managed on

behalf of his family being left behind.

The soldier's wishes were for his precious assets to be entrusted for

the future of his family—this is the origin of the trust system.

Very well, sir. Look after my land for
| pray for your safe return. my family while 'm gone.

"ou| ‘sBUIp|OH 1SNJ| INS}I\ OWOIWNG

N

1oday peielbaiul 1Z0zZ



DUl ‘sBUIP|OH 3SNJ] INSIIA OWOHWNG

o]

1oday pejesbeiul 1 Z0z

For what reason does the SuMi TRUST Group exist?

Creating New Value

A company, demanded by the times,

in which people could place their “trust”

The Japanese word for “trust” (as a type of financial service) first started to be

used in the latter half of the Meiji era (1868-1912). To define its legal foundation

and to encourage the sound development of the system, the Trust Act and the

Trust Business Act were promulgated in 1922. Our Company was established as

Japan’s first trust company based on the fiduciary spirit set forth in those laws.

1924~

Past

New value created

from trusts

1950~

Solving numerous social issues
with the functionality of trusts

The loan trusts we first introduced in 1952 supplied long-term,
stable capital to Japan's mainstay industries, underpinned the coun-
try’s period of high economic growth, and provided households with
stable interest income. From the late 1950s onwards, we actively
developed new products leveraging trust schemes, which brought
forth new products such as pension trusts, asset formation trusts,

and charitable trusts.

~2021

Flexible approach to creating new value in
line with the changing times

Since the 2000s we have also made use of asset liquidation trusts to
securitize loan claims, accounts receivable, real estate, and other assets
following amendments to Japan's Act on the Securitization of Assets,
and since 2001 and 2002, we commenced the management of defined
contribution pension trusts and defined benefit corporate pension
trusts, respectively. Likewise, we continue to introduce products in line

with the changing times to help solve new challenges arising in society.

Considering that social issues have become increasingly challenging and com-
plex, we believe the SuMi TRUST Group now has the perfect opportunity to
harness the power of trusts to create new social and economic value.

We intend to transect and combine the Group'’s strengths in order to generate

innovation and assist in finding solutions to social issues.

Individuals

Asset formation of
individuals
= Progression of Japan's
super-aged society

u Self-help efforts in preparing
for retirement

2020s— Future

Addressing social issues
through the creation

1111
w

of new value il
Corporations Investors
Sustained growth of the Japanese Virtuous circulations in
economy and corporations capital markets
= Addressing climate change risks \/ = Shift from savings to
= Enhancing corporate governance investments
= Diversification of work styles = Supply of funds aimed at

decarbonization
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For what reason does the SuMi TRUST Group exist?

Letting prosperous

future for our clients

and society bloom

The new value created by the SuMi TRUST Group not only
benefits direct stakeholders, but also extends far and
beyond to reach a broad range of indirect stakeholders
through a multitude of channels.

The SuMi TRUST

Group'’s direct

The SuMi TRUST stakeholders
Group L
X
Power of
trusts

The SuMi TRUST Group'’s
indirect stakeholders

Sustainable
development
of society

Economy | ° Virtuous circulations in the economy
(wealth) * Creation of employment and wealth

. * Society that acknowledges diverse values
Society

(people) * Realizing peace of mind and safety

in a super-aged society

Environment *® Response to climate change
(earth) * Sustaining natural capital

— Transcending time —

Ensuring well-being for
even more stakeholders and

the next generation

"ou| ‘'sBUIp|OH 1SNJ| INSHI\ OWOIWNG

-—
—

poday pareibalul 1Z0z



Business Model

The SuMi TRUST Group draws on its wide array of trust functions to deliver high value-added prod-
ucts and services to clients based on the keyword of “circulation.” Through the provision of values,
we aim to exert a positive impact on clients and society and achieve sustained and stable growth of

the Group whilst contributing to the development of society.

Value
provided by
the Group

Circulations across life individuals’
life-stage generation changes

Circulations of funds, assets, and capital

w
C
3.
5
: Asset formati
sset Tormation
< . New growth areas such as
=3 generation L. . R
< decarbonization and innovation
-
g Investment Q@
T JUIN
o
e Impact analysis
=] . . H 1 . .
g MRitSIdentllal ‘ Cn:l:ulatlon of asse.ts to Circulation to
_ ortgage loan
5 gag the next generation growth areas
: . Investment Asset
Circulations of Pre/post retirement products Real estate administration
12 wealth for the future generation Inheritance
(asset formation/administration) @ Circulation to
5 /Vﬁ aE g areas Private assets
N
El
2 Administration-
oy type trust
3 Existing industrial structure
o .
T Seniors
@@ Investors
.. . e Domestic and
Individuals Financial institutions .
overseas investors

With the arrival of an age of 100-year life, time horizons are changing because the number of years in
retirement are increasing. This development is giving rise to new challenges in the area of asset forma-
tion and administration. As such, the smooth handover of financial assets held by the senior generation
in the super-aged society of Japan is an important topic. It is therefore crucial that the following two
major circulations are set in motion: (1) the circulation of individual wealth for the future by way of asset
formation; and (2) the circulation of assets to the next generation through inheritance and succession.

The SuMi TRUST Group will harness the power of trusts and offer its broad-ranging support to facilitate
the smooth circulation of funds and assets across the life stages of individuals and between generations

with the aim of realizing an affluent, super-aged society in which people can live with peace of mind.

Against the backdrop of mounting interest in the Sustainable Development Goals (SDGs) that were
adopted at a United Nations summit, social and industrial structures are being significantly trans-
formed, even in Japan, by the formulation of a green growth strategy that seeks to achieve a carbon-
neutral society by the year 2050. To realize this vision and to continue solving social issues, investment
in new growth areas and fields should be promoted through circulation of funds, assets and capital.

The SuMi TRUST Group will contribute to “creating a virtuous circulation from increased enterprise
value leading to increase in household savings, assets, and capital,” with the proactive and intersec-

tional utilization of highly specialized trusts.
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Business Domains

The SuMi TRUST Group leverages its significant expertise and comprehensive capabilities to create
unique value under a business model that combines banking, asset management and administration,
and real estate services.

@ Retail total solution services

To meet the wide-ranging needs of individual clients
that differ in each stage of life, we offer high-quality,
comprehensive consulting to provide various services,
including asset formation and management, asset

administration, and inheritance and asset succession.

@ Fiduciary services

Guided by our fiduciary spirit, we provide client-orient-
ed, high added-value services across the entire Group,
from the design of pension plans right through to their

management and administration.

® Wholesale total solution services

By continuing to develop our total solutions model—
which contributes to solving both visible and poten-
tial issues of clients—we aim to be the financial
institution designated as the “Best Partner” among
our corporate clients.

® Asset management business

With one of the largest AUMs in Asia, we fully maximize
the investment functions of the Group to deliver optimal
asset management solutions to our clients and assist in
devising solutions to social issues mainly through ESG

engagement activities with investee companies.

@ Wholesale asset management

We aspire to be our clients’ “Best Partner” through the
provision of total solutions that encompass both assets
and liabilities by combining a wide array of the Group
services, such as asset administration (real estate, stock
transfer agency services, pensions, etc.) and alliance ser-
vices (trust agencies, affiliate real estate agencies, etc.).

© Global markets

In this area of business we integrate client service functions
(marketing and market-making operations such as inter-
est rate and forex transactions and investment advisory),
market functions (investment operations and financial
management operations), and administrative functions
to leverage our significant expertise and comprehensive
capabilities and provide services in a timely manner.

@ Stock transfer agency services

As a provider of shareholder registry services pursu-
ant to the Companies Act, we support our clients with
corporate stock administration and provide IPO sup-
port and comprehensive consulting services aimed at
addressing management issues related to IR/SR, includ-
ing corporate governance and shareholder dialogue.

@ Private banking

Our highly experienced, dedicated staff offer vari-
ous one-stop solutions to clients to meet their varied
needs and issues concerning assets and liabilities,
including real estate, asset management, and busi-

ness succession.

) Real estate

We provide one-stop, optimal real estate solutions that
solve the increasingly complex and diverse business
challenges of our corporate clients and help individual

clients build and manage assets.

© Asset formation advisory (work place)

We provide consulting to client companies and their
employees concerning employee benefits in light of their
HR systems, and offer products and services that contrib-

ute to the asset formation efforts of their employees.
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Group Information

The SuMi TRUST Group offers its clients optimal and total solutions by leveraging its comprehen-
sive capabilities that integrate both trust and banking functions, as well as the mutual collaboration
between SuMi TRUST Bank and the many companies in the Group that specialize in banking, asset
management and administration, real estate, and various other fields.

(as of March 31, 2021)

Main subsidiaries of Sumitomo Mitsui Trust Holdings (“SuMi TRUST Holdings”)
[63 consolidated subsidiaries; 33 equity-method affiliated companies]

Listed company

’I O,
00% B SUMITOMO MITSUI TRUST REALTY
Oy
100% 84.8% B SUMITOMO MITSUI TRUST PANASONIC FINANCE
2 g
rA* 100%

B SUMITOMO MITSUI TRUST LOAN & FINANCE

SuMi TRUST

sumrowo wrsui teus ean | 100% £3 sumitomo miTsul TRUST cLUB

50%

SuMi TRUST
u I 100% £3 SUMITOMO MITSUI TRUST ASSET MANAGEMENT

SUMITOMO MITSUI TRUST HOLDINGS

100% | | nikkoam

Nikko Asset Management

100%

B SUMITOMO MITSUI TRUST RESEARCH INSTITUTE

The role of financial holding companies is to
oversee group management.

33.3%| | my
&Y Custody Bank of Japan

Status

The SuMi TRUST Group is a trust banking group and an industry leader in many fields with a core

focus on trust-related fee businesses.

(as of March 31, 2021)

Ratio of ownership with voting rights is shown, including indirect ownership via subsidiaries.

Domestic Network SuMi TRUST Bank has built a domestic branch network with a well-balanced footprint that is concen-
trated in the greater Tokyo metropolitan, Kinki, and Chubu regions. Furthermore, SuMi TRUST Bank’s
internet banking and SBI Sumishin Net Bank offer services nationwide over the Internet.

(as of March 31, 2021)

Assets under management*' ¥122 trn | Domestic financial institutions
Assets under custody*? ¥239 trn | Domestic financial institutions
Balance of corporate pension funds ¥13 trn Trust banks
Lead manager for corporate pension funds 1,301 cases Trust banks
Trust (fee) Entrusted balance of investment trusts ¥88 trn Trust banks
pRsgeas Number of shareholders under administration*! 29.26 mn Trust banks
Real estate-related revenue*'*3 ¥49.8 bn Trust banks
Number of client companies ¥20 trn Trust banks
Investment trust/discretionary investment sales volume*? ¥0.73 trn Domestic banks
Number of will trusts 34,238 Trust banks
Balance of loans to individuals ¥10 trn Domestic banks m
bS:i:I::sges Balance of loans to corporations ¥19 trn Domestic banks No.5
Total loan balance ¥30 trn Domestic banks No.5

Includes estimates based on our own research (as of March 31, 2021)

*1 Combined value for all Group companies

*2 Balance of trust assets (trust banks specializing in asset administration excluded due to their large amounts of re-entrusted trust assets)

*3 FY2020 result

Overseas Network

With our own bases in key markets around the world and through alliances and collaboration with

local financial institutions and asset managers, we are working to expand our global presence.

Providing online services across Japan

Hokkaido,
Tohoku, Chugoku,
Kinki area Shikoku, and Kyushu
 }
34 23 S

branches branches

SuMi TRUST Bank
branch network

Greater Tokyo
metropolitan area Chubu area

/2 A

branches branches

* The substantial number of branches is 115 when the branches at the same
business site are counted on an aggregated basis.
For detail of branches, please see pages 8-11 of the Financial Data Section.

E3 sumiTomo miTsul TRUST BANK /

% Sumitomo Mitsui Trust (Ireland) Limited

® London Branch

% Sumitomo Mitsui Trust International Limited

* Nikko Asset Management Europe Ltd.

 Sumitomo Mitsui Trust Bank (Luxembourg) S.A.

% SuMi TRUST Consulting (Beijing) Co., Ltd.

@ Beijing Representative Office (Banking Business)

@® Beijing Representative Office (Securities Business)

M BIDV-SuMi TRUST Leasing Co., Ltd.

-

@ New York Branch

% Sumitomo Mitsui Trust Asset Management Americas, Inc.
% Sumitomo Mitsui Trust Bank (U.S.A.) Limited

% Nikko Asset Management Americas, Inc.

B Midwest Railcar Corporation

@® Seoul Representative Office

l £3 SuMi TRUST

@ Shanghai Branch

® Hong Kong Branch

% Sumitomo Mitsui Trust Bank (Thai)
Public Company Limited

M Affin Hwang Asset Management Berhad

ﬂ

@ Singapore Branch

% Sumitomo Mitsui Trust
Leasing (Singapore) Pte. Ltd.

* Nikko Asset Management Asia Limited

@ Jakarta Representative Office

% Sumitomo Mitsui Trust (Hong Kong) Limited

B Rongtong Fund Management Co., Ltd.

B Zijin Trust Co., Ltd.

B Nanjing Zijin Financial Leasing Co., Ltd.

® Overseas Branches (SuMi TRUST Bank)
@® Overseas Representative Offices (SuMi TRUST Bank)
% Subsidiaries M Key Affiliates

% Nikko Asset Management
New Zealand Limited

% Nikko AM Limited
@® Sydney Representative Office

(as of June 30, 2021)
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With our “Purpose” (reason for existence)

in mind, we shall strive to become the

“Best Partner” favored by society and clients

It is my great privilege to be appointed as president of Sumitomo Mitsui Trust Holdings in April, 2021.

| shall endeavor to realize a sustainable society and work towards sustainable and stable growth for the

SuMi TRUST Group by committing to the Group’s “Purpose” defined as “Creating new value with the

power of trusts and let prosperous future for our clients and society bloom.”

Tackling social issues head-on with the power of trusts

More than one year has passed since COVID-19 became a
global pandemic. The outlook for the future remains uncertain,
with no imminent end in sight to the pandemic and it is under
these circumstances that society, companies, and individuals
are being tested once again as to whether they can flexibly
respond to the situation and cultivate changes in a forward-
looking manner.

The pandemic has induced far-reaching changes to people’s
livelihoods and wrought extensive economic damage. On the
other hand, it has given impetus to the digitalization of society
as a whole and considerably changed people’s working styles
and the values they hold. In the SuMi TRUST Group too, we
have deployed network infrastructure and a communications
environment that permits various in-house procedures to be
completed online, which has greatly transformed our work-
flow; so much so that online meetings and working from home
are now considered routine. It also means that employees
telecommuting in Japan can assume the work of overseas
offices, while those living outside of the Greater Tokyo area
can still handle operations for the head office.

Until recently, it had been normal practice in the Group's
retail business to provide face-to-face consulting services to
many of our elderly clients. However, major changes are afoot
in the awareness of our clients and it was simply groundbreak-
ing that we were able to achieve a smooth rollout of online-
based consulting. The evolution of digital technology that
eliminates the limitations of time and place is occurring with

ever-gathering speed.

One more change in the external environment currently in
the spotlight is decarbonization. Last year, new administrations
came to power in Japan and the United States, which accel-
erated efforts towards decarbonization on the government
policy front. To realize its stated goal of carbon neutrality by
the year 2050 as announced by the Japanese Government,
technological developments and enormous investment will be
essential to reduce greenhouse gas emissions to net zero at
company facilities and in the value chain mainly in the manu-
facturing industry. Accordingly, social infrastructure and indus-
trial structures may well undergo large-scale transformations
going forward.

When observing such major developments in society, and
given the distortions that have emerged as a consequence of
global economic growth, | have come to the realization that in
this day and age, we can no longer turn our eyes away from
current events.

A key topic for the business of the SuMi TRUST Group is
to adapt to the changing times, create systems that are well-
suited to the present day, and assist in building a new social
framework. In the past, we leveraged the diverse and flexible
functions of trusts to provide numerous solutions to social
issues. For example, from the 1950s post-war reconstruction
period through to Japan's period of high economic growth,
our loan trusts played a significant role in supplying long-term
capital investment funds to core industries, thereby support-
ing Japan’s economic growth. In the 1960s, we endeavored

to promote the adoption of corporate pension plans with the
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Top Message

use of pension trusts to assist the post-retirement livelihoods
of company employees. And in various roles, we have partici-
pated in entire investment chains encompassing households,
corporations, and investors by exerting positive impacts on
the economy, society, and the environment.

Having such a track record is the very reason why | believe
we can harness the power of trusts to help address social issues
we currently face. For instance, we can contribute to the better
functioning of capital markets by acting as an intermediary to
steadily supply investor capital to areas that require it, such as

current issues of promoting decarbonization and innovation,

by utilizing our asset management and administration capabili-
ties. To address the problem of Japan's super-aged society, we
can provide a plethora of asset formation services mainly in
the form of asset management, administration, and consult-
ing. Moreover, we are making every effort to develop various
trust products that cater to the needs of households to support
capital transfer to the next-generation and asset inheritance.
Contributing to the realization of a sustainable society by
solving social issues and delivering sustainable and stable
growth for the Group is my vision for “The Trust Bank” in this

new era.

Review of first year of Medium-Term Management Plan and

important business initiatives

At the start of FY2020, the first year of our Medium-Term
Management Plan, we harbored concerns about the impact
the COVID-19 pandemic might have on our businesses.
Nevertheless, we were able to demonstrate our resilience
to external shocks as both consolidated net business profit
before credit costs and net income exceeded our targets. This
reconfirmed our conviction that the Group's strengths lie in our
revenue base backed by a solid and diverse business portfolio
based on the two-pronged approach of banking and fee busi-
nesses, as well as a broad-ranging client base centering on
asset management and administration services.

However, it recently came to light that we had long
engaged in inappropriate handling of tallying general share-
holders meeting voting rights exercise forms on behalf of cli-
ent companies, thus greatly undermining the trust placed in
us by our clients, the capital markets, and society. Personally, |
seriously take these kinds of incidents to heart.

Taking this situation into account, in FY2021 we conducted a
review of the Group’s management foundation and turned our
attention to the following three key initiatives from the stand-

point of strengthening the Group's value creation.

(1) Enhancement and sophistication of business operational
quality beyond client expectations

(2) Accelerate businesses unique to the trust banking group

(3) Strengthening sustainability in management and society

(including a reduction of strategic shareholdings)

(1) Enhancement and sophistication of business
operational quality beyond client expectations

Owing to our inappropriate handling of operations when tal-
lying voting rights exercise forms in our stock transfer agency
services, we were duly reprimanded by not only the client
companies that had entrusted such operations to us, but also
by the capital markets and society at large. A trust banking
group is deeply entrenched as part of Japan's social infrastruc-
ture and serves as a focal point for many different stakehold-
ers. As such, we became painfully aware again just how far our
responsibilities extend beyond the clients we normally interact
with. Enhancing and sophisticating business operational qual-
ity is listed as our first important business initiative for FY2021
because we believe it to be a trust banking group’s starting
point as a fiduciary.

The word “fiduciary” can be traced back to 16th century
England, originating from the Latin term meaning a reliable
or trustworthy person. While the party (fiduciary) that accepts
the trust of another party provides professional services under
its own discretion, the party (settlor) extending that trust does
face some element of risk by placing their complete trust in
the fiduciary. Accordingly, policies and laws have continually
been developed to strengthen the responsibilities of fiducia-
ries and now one of the “fiduciary duties” of a fiduciary is the
duty of loyalty to act faithfully in the sole best interests of ben-
eficiaries. At the same time, for us as the trust banking group
and as an original fiduciary, | believe our real duty is to con-

sciously and autonomously respond to the cordial trust placed

in us as professionals entrusted to look after our clients’ pre-
cious assets rather than simply upholding the heteronomous
obligations, rules, and regulations imposed on our businesses.

We intend to reaffirm this spirit across the entire Group,
always keep our client-oriented approach in mind, and steadily
build on our efforts to improve service quality that exceeds not
just our contractual obligations, but also our client expecta-
tions. In doing so, | am confident that we can forge even stron-
ger relationships of trust with clients and society alike.

To be more specific, we will further enhance the visibility of
our business processes, review from scratch what our front-
offices have hitherto considered “normal” procedures, and
enhance the abilities of our risk management-related depart-
ments to identify problematic processes. In other words, rather
than just uncovering and improving current issues, we hope
to set in motion a cycle of continuous risk management and
autonomous improvement.

Also, in order to boost the effectiveness of our activities, |
want our employees to maintain an even stronger feeling of
being “connected.” The meaning of connected here is two-
fold. Firstly, improving the communication channels between

front-offices and risk management-related departments so

Growing sustainably

together with society by

that a frank exchange of views and information, as well as
constructive dialogue, can take place specifically with regard
to whether our service quality is surpassing client expectations.
In other words, “connections” between organizations. And
secondly, the “connected” feeling that employees recognize
when they know that their work is contributing to clients and
society, even though their direct contact with clients may
be limited. | believe this sense of being connected can be a
source of motivation and pride for employees and become a

driving force behind our efforts to improve our client services.

(2) Accelerating businesses unique to
the trust banking group

The second important business initiative is the acceleration
of businesses unique to the trust banking group. The SuMi
TRUST Group is inseparably connected to the investment
chain of the capital markets because our asset management
and administration functions are integral to its workings. |
believe that by making full use of these functions, we can
contribute further to the virtuous circulations in the life stages
of individuals, across multiple generations, and also in capi-

tal markets. These virtuous circulations can help solve issues

creating virtuous circulations

in capital markets
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faced by society by steadily supplying capital to where it is
needed, such as the elderly, the next generation, or even
growth fields like decarbonization. And | believe that the very
contributions made to these virtuous circulations will ultimately
lead to the sustainable growth of the SuMi TRUST Group.

To begin with, to complement our asset management and
administration consulting services for elderly individual cli-
ents; an area in which we have long excelled, we feel there is
business potential in similar services targeting clients of the
working generation. This is because the COVID-19 pandemic
has led to a rapid increase in opportunities for us to interact
with clients online and eliminated the limits of scale and
physical barriers imposed by our branch and staff resources.
For example, SuMi TRUST Bank offers pension and other
employee benefit services to employees of client companies
by way of corporate transactions under proper information
management, but it was difficult to organize meetings with
those employees before the pandemic. However, online
methods have been established to directly contact with indi-
vidual employees recently, and we have been able to provide
effective solutions that cater to the needs of every person.
The funds that these employees hold will likely be allocated
to medium to long-term investments, which in turn will also
assist the intergenerational circulation of capital between indi-
viduals in the form of money being gifted to, or inherited by,
the next generation.

For transactions with business owner clients too, we are
focusing on the management of abundant risk capital and
business succession by the next-generation; in other words,
business needs that mark the starting point of a virtuous
circulation. In January 2020, we established UBS SuMi TRUST
Wealth Advisory Inc. and so far, we have worked on establish-
ing a consulting process to mainly meet the real estate and
asset management needs of business owners and high-net-
worth clients. And we are still adhering to our plan of jointly
establishing a securities company specializing in wealth man-
agement after the summer of 2021.

In our corporate business, through the provision of posi-
tive impact finance and other products and services that
involve impact assessments, we are well ahead of our com-
petitors in terms of supporting the circulation of capital in
sectors where companies are required to solve social issues
such as carbon neutrality.

In our asset management business, the Group’s three
asset management firms continue to draw on their respective

strengths to contribute to the circulation of funds and capi-

tal. Sumitomo Mitsui Trust Asset Management is bolstering
its management of long-selling products that are pivotal to
medium to long-term asset formation, whilst also stepping
up engagement activities with the aim of encouraging com-
panies to address ESG issues. Nikko Asset Management is
utilizing its own in-house capabilities together with a global
network of overseas partners to launch industry-leading
products in Japan and abroad and expand its ETF business
offerings. Meanwhile, SuMi TRUST Bank is working to pro-
vide private asset investment opportunities. It is currently
diversifying investment assets such as project finance for
renewable energy with the aim of launching a sophisticated
product in the environmental field and is taking steps to offer
smaller units for private asset investment.

By leveraging the Group's diverse and flexible functions in
this way, we are beginning to see more areas open up in which
we can contribute to the building of virtuous circulations in
society and | certainly feel that the Group's business growth is
benefitting from tailwinds from the changing times. And | am
even more confident now that the Group can achieve sustain-

able and stable growth in the future.

(3) Bolstering sustainability in management
and society

The third important business initiative—strengthening sustain-
ability in management and society—embodies two concepts.
One is the building of a rock-solid, efficient management foun-
dation by streamlining the allocation of managerial resources,

while the other is the promotion of sustainability in society.

1) Streamlining the allocation of managerial resources

So that we can contribute to solving the medium to long-term
issues currently faced by society and our clients, the SuMi
TRUST Group itself must lead a sustainable existence. To that
end, we will review our management plans, make optimum
use of capital, expenses, personnel, and other manage-
rial resources, and transition to a capital-light business model
characterized by asset efficiency without compromising on
service quality. Particularly with regard to capital, this fiscal
year we made some major changes to our policy on strategic
shareholdings. We believe a reduction in strategic sharehold-
ings will not only improve the Group's capital efficiency, but
also contribute to the development of Japan’s capital markets
and the virtuous circulations of funds and capital. The Group’s
current policy, in principle, is to divest all strategic sharehold-

ings as a conventional stable shareholder and accelerate

the pace of divestment. Top management will spearhead
dialogue with clients, make known its approach to corporate
governance, and continue to deliver solutions geared towards
sustainably enhancing corporate value and solving issues for
clients. In this way, | believe we can gain the understanding
of all stakeholders to reduce our strategic shareholdings and
forge stronger mutually trusting relationships with clients.

We will also continue to implement cost structure reforms,
as called for in our Medium-Term Management Plan, and
hasten legacy cost cutbacks, including the reduction of excess
office space at branches of SuMi TRUST Bank and the head
office. The resources we raise from the aforementioned mea-
sures will be reallocated to improving our internal control sys-
tems for the purpose of ensuring service quality, and we also
intend to invest in growth areas centering on fee businesses

with high returns on invested capital.

2) Promoting sustainability in society

Sustainable and stable growth of the SuMi TRUST Group hinges
on the existence of a sustainable environment and society. As
such, we are focused on value creation that integrates the rela-

tionship between society and the Group’s management and we

are strengthening how we communicate this information.

We have divided the Group’s management materiality into
three categories: (1) impact; (2) governance and manage-
ment foundation; and (3) finance. Of these categories, we are
strongly aware of the connections to business in the “impact”
category because that is where our corporate activities have
positive or negative impacts on the economy, society, and the
environment. While this integrated report does touch on our
views regarding issues of materiality, in January 2021, we were
one of the first financial institutions to publish a Sustainability
Report incorporating the common metrics for measuring
stakeholder capitalism compiled by the World Economic
Forum and others, and have been enhancing dialogue with
markets and society. Furthermore, in December 2020, we pub-
lished our first TCFD Report in light of the recommendations
of the Task Force on Climate-related Financial Disclosures
(TCFD). In it, we updated our sector policy on coal-fired power
generation as part of our objective in assisting to realize a sus-
tainable society by intensifying our stance on decarbonization,
and we also announced a new long-term target for sustain-
able finance of ¥5.0 trillion in cumulative loans for the period
FY2021 through 2030.

Creating a vibrant work environment

In the second year of the Medium-Term Management Plan we
intend to survey the entire SuMi TRUST Group, steadily devel-
op business operations systems that continue to be favored
by our clients, and double down on our efforts to prepare for
the next stage of growth. In particular, our human resources
are a topic of utmost importance because they underpin the
Group's sustainable growth.

We employ a large number of people possessing exper-
tise in asset management, pension systems, real estate, and
other lines of business. The Group has always been a veritable
breeding ground where specialist personnel can demonstrate
their capabilities to the fullest, but we are further committed to
creating a workplace environment in which ranks of specialists
boasting various qualifications and skills are able to acknowl-
edge and respect one another’s differences and work with
much enthusiasm so that the collective know-how of everyone
can be pooled to generate even higher levels of added value.

More specifically, we will ramp up personnel placements

and exchanges across the Group to support business strate-

gies, hire more specialists to reinforce our sustainable growth,
and bolster our IT and global workforce. Not only will we
actively appoint female employees to managerial positions
and support their career development, we will look to incor-
porate different sets of values into management and create
new businesses by pushing ahead with the hiring of energy
and chemical technology experts with the aim of deploying
their technology in social settings, as well as the recruitment of
IT proficient human resources through the establishment of a
new strategic subsidiary.

Our employees form the basis of our managerial resources.
That is why we aim to engage in health and productivity man-
agement so that every individual can fully demonstrate their
potential capabilities and concentrate to work with a healthy
mind and body. Added value is created when employees dem-
onstrate their high levels of expertise, which in turn improves
the well-being of our clients and society as a whole. | believe
that when our employees are aware of this, their own well-

being is also likely to improve.
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Returns to shareholders

In line with the Group's sustainable and stable growth, we
hope to keep on steadily expanding returns to all of our share-
holders going forward.

We aim to boost the return of profits to shareholders via div-
idends in line with sustainable business growth, so in FY2021
we forecast a ¥10 increase and a dividend payment of ¥140.

We are targeting a dividend payout ratio of 40% in or around

FY2022, as outlined in our shareholder return policy, and in
addition to profit growth, we will endeavor to further strength-
en shareholder returns.

We will also consider executing share repurchases in a flex-
ible manner from the viewpoint of striking the best balance

between capital adequacy and efficiency.

In conclusion

As the business environment continues to transform at a
blistering pace, we are now in an era in which it is difficult
to predict what lies in store for the future because systems,
rules, and other givens, as well as anticipated risks, are con-
stantly changing. To stand up and face these uncertain times,
| believe the most effective method is possess the determina-
tion to create and set in motion one’s own future.

For the SuMi TRUST Group, it is now even more important
that we put in place the systems with which we can flexibly
respond to change and remain our clients’ “Best Partner” as
a reliable part of social infrastructure befitting of a sustain-
able future.

For the very reason that society is experiencing such trou-
bled and uncertain times, we will ensure that every execu-
tive and employee is conscious of, and takes responsibility

for, their own thoughts, decisions, and actions by keeping in

mind the Group's “Purpose” (reason for existance) defined as
“Creating new value with the power of trusts and let prosper-
ous future for our clients and society bloom.” In doing so, we
will forge ahead with the building of the Sumitomo Mitsui Trust
Group that continues to be favored by society and our clients.
We appreciate your continued understanding and coop-

eration.

July 2021

Director, President
Sumitomo Mitsui Trust Holdings, Inc.

Pioneering the future with the power of trusts

My most important principle for work is “to exer-
cise my own judgment and be my own driving force
when striving for what | have set out to achieve.”
Immediately after the Great Hanshin-Awaji Earthquake
in 1995, | took command of business affairs on behalf
of the Human Resources Department. During that time
when there was a very real possibility that telephone
conversations could be cut off at any minute, | learned
the hard way that during times of crisis, making quick
decisions and taking swift action was crucial and that
being in two minds and delaying one’s decision would
only aggravate matters. For me, this experience was a
major turning point in my career because it prompted
me to reassess about my attitude towards work.

At the same time, it is important that one’s own deci-
sions are well-informed as much as possible. Therefore,
habitually obtaining firsthand information from close to
the source is key. Everyone has a bias to unconsciously
select the most convenient information on which to base
their decisions. As everyone has past experiences and
accumulated knowledge, completely eliminating one's
bias is not possible, but ever since | assumed a manage-
ment position, | have endeavored to broadly listen to
various opinions and challenged myself to view things
from a neutral standpoint so that my own thoughts are
impartial. One example of this approach would be the
series of seminars that we hosted for small number of
employees to engage in active discussion. Despite the
fact that these seminars required the participants to
spend a considerable amount of time and preparation
over a few months to read the assigned books and sub-
mit a report before sitting down for discussion, approxi-
mately 200 employees took part over nearly seven years
through to March 2020. Even though | was keen to com-
municate my own thoughts to the participants, | wanted
to cherish the opportunity of hearing the opinions of
young and mid-level employees from different back-
grounds to explore what they thought and what kind of
values they hold. In doing so, | unexpectedly acquired
fresh perspectives previously unfamiliar to me. | always
contend that the strength of an organization is borne
of diversity and lending an ear to the wide-ranging
opinions of others on a day-to-day basis is, | believe, an
important preparatory step towards making swift, level-
headed decisions.

At the time of the merger between the former
Chuo Mitsui Trust and Banking Group and the former
Sumitomo Trust and Banking Group, | worked as the

general manager of the department tasked with facili-
tating the business integration. Despite the fact that
both entities were trust banking groups, there were so
many differences in internal rules and non-verbal cor-
porate culture. So, with the aim of realizing a true inte-
gration, we set about formulating a mission, a vision,
and values that would encourage the employees of the
new company to quickly unite and set their sights on a
single common objective. We also engaged in discus-
sions on countless occasions with various members
in order to build a foundation that the Group could
always return to when faced with challenging times in
the future. Particularly regarding the Group's values,
we inherited those from the codes of conduct of the
legacy banks; namely, “Trustfulness and Loyalty,” from
the former Sumitomo Trust and Banking, “Dedication
and Development,” from the former Mitsui Trust and
Banking, and “Trust and Creativity,” from the former
Chuo Trust and Banking. We then added “Self-help
and Self-discipline,” to represent our existence as
an independent trust banking group. While securing
diversity is key to the development of our organiza-
tion, the underlying assumption is that, all individuals
have established their individual identity through self-
help and self-discipline. To complement our mission,
vision and values, we defined our “Purpose,” when we
unveiled our new Medium-Term Management Plan last
year. Given the many unimaginable and fitful changes
occurring in society today, like the COVID-19 pandemic
for instance, it is even more important that we discern
the essence of our purpose based on our set of princi-
ples. The entire SuMi TRUST Group shall work together
to give shape to our purpose by utilizing the power of
trusts in an increasing number of fields.
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Medium-Term Management Plan (FY2020-2022)

We have aligned the three-year period of our Medium-Term Management Plan—which commenced
in FY2020—as a time to reinforce our business platform with the aim of achieving continuous and
stable growth of the SuMi TRUST Group.

We intend to take the business model transformation that we have thus far pursued to the next
level, and as we bear in mind our reason for existence (“Purpose”) we will squarely address the
social issues faced by all of our clients, whether they be individuals, corporations, or investors, in an
effort to realize sustainable and stable growth for the Group.

Reason for existence (“Purpose”)

Creating new value with the power of
trusts and let prosperous future for
clients and society bloom

Themes to be addressed proactively as social issues Vision

Development of a sustainable society
Individual clients Corporate clients Investor clients

Sustainable and stable growth of the Group
=E| s0oll

Autonomous improvement in ROE leveraging
our business model’s strengths

ou| ‘sBulp|oH 1SNJ] INSHI|A OWOHWNS
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Asset administration Sustainable growth Diverse range

suited for Japan's of the Japanese of investment
26 aging society and economy and corpo- opportunities and
asset formation of rations (addressing development of the
individuals both financial and investment chain

non-financial issues)

Medium-Term

Management Plan
(FY2020-2022)

We have placed at the core of our management
philosophy the notion of balanced creation of both
social value and economic value, the three-year
plan period is intended to strengthen our business
platform with the goal of realizing the develop-
ment of a sustainable society and achieving sus-
tainable and stable growth for the Group.

1loday peieibaiu| |Z0Z

Continue reforms
to strengthen fee

Medium-Term businesses

Strengthen fee businesses

Improve profitability and efficiency
of loans/investment business

Improve OHR

FY2020 FY2022 Medium-Term Management Plan vision Longer-Term
(actual) (targets) (FY2022 targets) targets
) X Acceleration of business model transformation /
Net business profit ¥294.7bn ¥290.0 bn ) . )
growth driven by crossing and merging
Net income ¥142.1bn ¥190.0 bn Sustainable and stable growth
. Lower Future investments in tandem with Upper 50%
OHR (overhead ratio) 60.10% PP °
60% range expense control range
fre ] . Stabl
Common equity tier 1 . Mid- ) ) - . a Y
ital ratio*! 9.40% 10% range Ensuring capital sufficiency maintained
capra ¢ above 10%
Aiming f t i t
Return on equity 5.40% Around 7% . iming for autonomous improvemen Around 9%
in ROE
Stably
. . Upper . . o
Fee income ratio 52.90% Strengthening steady fee income maintained
50% range
above 60%
Emphasis on returning profits to shareholders via
Dividend payout ratio 39.50% Around 40% dividends in line with earnings growth /
bolstering shareholder returns
iz 270,000 290,000 Strengthening our base of “Pre-Best Partners,” the
Client base stage needed if we are to build healthy relationships
("Pre-Best and boost our number of clients that ultimately choose
Partners”) 620 490 the SuMi TRUST Group as their “Best Partner”*? over
Corporations companies companies the long-term or in a continuous manner
Responding to society following Responding to changes in society and methods of
the COVID-19 pandemic 1.99 mn 238 mn .communicatiorj as a result of the COVID—‘I‘9 pandemi.c
(individual clients using in an effort to improve the level of convenience for cli-
online channels*3) ents and boost productivity in the Group

*1 Based on finalized Basel Ill standards
*2 How our clients view the SuMi TRUST Group
*3 Clients using internet banking or the Life Guide internet portal
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Medium-Term Management Plan (FY2020-2022)

Basic Strategies

Under our Medium-Term Management Plan, we aim to bolster our initiatives by anchoring

the management of the Group to three basic strategies.

1. Strengthening our business portfolio

(reinforcing foundation for sustainable and stable growth)

¢ Strengthen business foundation

We aim to create more opportunities to provide new
products, services, and total solutions based on long-term,
inclusive trustworthy relationships with existing clients.

In addition, we will endeavor to gain new clients and
increase AUM mainly in the Group's areas of expertise.
Through these initiatives we hope to meet the needs of
clients and society and continue to generate economic
value that underpins the sustainable growth of the Group.

¢ Establish new areas of growth

In light of social issues expected to arise in the future
and the needs of clients that are rising to the surface, we
will pursue renewed growth by establishing businesses
that deliver solutions to such problems right across our

business portfolio. In order to harness the business creativ-
ity of intersecting and melding businesses and functions—
one of our traditional strengths—we intend to reorganize
SuMi TRUST Bank, the entity at the heart of the Group, to
undertake extensive resource allocation and risk taking.

® Promote strategic resource mix

We will advance the optimal allocation of a diverse mix
of managerial resources to areas of priority in an effort to
further strengthen and streamline the Group’s manage-
ment structure. In addition to making effective use of capi-
tal and advancements in digital technology, we will also
aim to flexibly combine management resources within the
Group to build a resilient organization that balances both
optimum allocation and maximized use of resources.

Our initiatives to reduce strategic shareholdings

2. Capital strategy (balance sheet, efficient use of capital)

* Whilst maintaining sufficient capital, we aim to be more
assertive in our use of strategic investments, bolster
our active capital strategies, for example, by reducing
strategic shareholdings and controlling risk assets, and
promote capital policies that strike the right balance
between financial soundness and capital efficiency.

* We intend to control risk assets mainly by accelerating

asset turnover, upgrade efforts to diversify our structure
on foreign currency procurement, and continuously work
on improving profitability of credit portfolios for both
individual and corporate clients.

* We will emphasize the return of profits to shareholders
via dividends and aim to bolster shareholder returns in
line with sustainable and stable profit growth.

3. Sophistication of business quality

(ability to create new businesses and improve existing businesses)

e As a trust banking group, we will aim to strengthen our
client-oriented and customer satisfaction initiatives as a
source of differentiation, integrate the units that handle
fiduciary duty and CS (customer satisfaction) operations,
enhance business quality management capabilities, and
endeavor to instill greater employee awareness, includ-

ing risk culture, at our branches.

* We will seek to enhance Group-wide business manage-
ment in the core areas of HR, finance, and risk manage-
ment, taking into account changes in the operating
environment, new regulatory requirements, and the
growing importance of Group strategies.

The SuMi TRUST Group shall endeavor to foster a virtuous circulation framework that facilitates
circulation of funds, assets and capital through our asset management and asset administration
services, and enhancement of our corporate clients’ enterprise value by offering solution services,
with the aim to develop Japanese capital markets.

To realize this objective, we intend to improve our bi-functional expertise as a trust bank Group
that assumes the position of an investor as well as an advisor offering solutions to enhance enter-
prise value, and re-align our policy so that, in principle, we shall not hold any “strategic sharehold-
ings as a conventional stable shareholder.” During the interim policy transition period, we shall
strive to fulfill our role as an advisor that "offers solutions to issues to enable sustainable increase

in enterprise value through extensive dialogue with our clients.”

1

Dialogue policy with our corporate clients whom
the SuMi TRUST Group is a strategic shareholder

We shall take each client's business environment and stakeholders actions into account, to
offer solutions suited to each client, deepening the understanding of each other to accelerate the
reduction of strategic shareholdings. During the transition period, we shall continue to offer active

dialogue and solutions to create positive impact and sustainable increase in enterprise value.

2

Policy regarding the exercise of voting rights regarding
our strategic shareholdings

We intend to define our policy regarding client dialogue to enhance enterprise value, and
we are evaluating our options to enhance the SuMi TRUST Group's exercise of voting rights for
annual shareholder meetings to be held beyond June 2022. We are considering of publishing our

thoughts on this issue in our interim disclosure in November 2021.

3

Pace of our strategic shareholding reduction

During the remaining 2-year period of our current Medium-Term Plan (FY2020 to FY2022), we
intend to significantly accelerate the pace of reduction and aim to reduce our holdings by ¥100bn
(at cost, or roughly ¥ 250bn at market value).

To ensure the implementation of this initiative, executives including top management is com-
mitted to lead the dialogue with our clients, and oversight from our board shall be strengthened
to monitor its progress.
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Message from Head of Finance and Treasury

Introduction

Nobuaki Yamaguchi

Senior Managing Executive Officer
Head of Finance and Treasury
Sumitomo Mitsui Trust Holdings

It is my great privilege to be appointed as Head of Finance and Treasury in April 2021.

While the COVID-19 pandemic has made it extremely difficult to make predictions about the future simply based on what has

come before us, | am committed to managing the SuMi TRUST Group's financial and capital operations with a view to sustain-

able and stable growth by constructively addressing social issues.

Review of FY2020—the first year of our Medium-Term Management Plan

Under our Medium-Term Management Plan that com-
menced last fiscal year, we intend to achieve further progress
on transforming our business model whilst bolstering our
business platform over the duration of the plan by aggres-
sively tackling the social issues that confront mainly individu-
als, corporations, and investor clients.

In reviewing earnings for FY2020, the first year of the
Medium-Term Management Plan, my assessment is that we
were able to demonstrate a certain level of resilience even
during the coronavirus crisis.

Net business profit before credit costs deteriorated in the
first half because of a downturn in income from investment
management consulting and real estate brokerage services
when we voluntarily suspended operations following the
declaration of the first state of emergency. In the second
half, however, net business profit gradually recovered mainly
attributable to familiarization with online-based operating
activities. Profit was also boosted by brisk recurring sources
of revenue and one-off factors such as partnership invest-
ment earnings in connection with higher share prices.

FY2019 (actual) FY2020 (actual) FY2021 Forecast FY2022 Plan
(¥ bn) YoY

Net business profit before 2890 2947 56 280.0 290.0
Profit credit costs
indicators i ;

Net income attributable to 163.0 1421 208 1550 190.0

owners of the parent
Profitability indi- _Fee income ratio 54.6% 52.9% -1.7% Mid-50% range  Upper 50% range
cators OHR 61.1% 60.1% -1.0% 62.2% Lower 60% range
Financial indica-  Return on equity*’ 6.25% 5.41% -0.84% Upper 5% range Around 7%
tors Common equity tier 1 capital ratio*? 9.7% 9.4% -0.3% Mid-9% range Mid-10% range

*1 {Net income attributable to owners of the parent / (FY-start total equity + FY-end total equity) + 2} x 100

*2 Based on finalized Basel Il standards

In addition to booking write-downs at the extraordi-
nary profit/loss line and below on mainly software assets
in anticipation of the so-called “New Normal,” net income
attributable to owners of the parent decreased because we
endeavored to improve our hedge position costs by partially

realizing both valuation gains on strategic shareholdings and
valuation losses on hedging transactions. That said, we still
achieved our initial net income target of ¥140 billion.

On the whole, | believe we made steady progress in the
first year of the new Medium-Term Management Plan.

Medium-Term Management Plan objectives and financial challenges

Under the new management structure adopted from April
2021, our policy going forward will be to squarely address
social issues and accelerate the promotion of businesses dis-
tinctive of a trust banking group.

From a financial point of view, we are aiming to accelerate
adoption of a capital-light business model and balance financial
soundness with return on capital at the highest level possible.

In terms of the Group’s financial health, we aim to sta-
bly maintain our common equity Tier 1 capital ratio above
10% range based on the finalized Basel Il standards slated
for implementation in the fiscal year ending March 2023.
Estimates as of the end of March 2021 indicate that the ratio
is adequate at 9.4%, but we will continue to work to further
strengthen our financial footing and control risk assets.

At the same time, we will strive to improve return on
capital by pursuing qualitative changes. To be more spe-

Reduction of strategic shareholdings

cific, this approach will hinge on three initiatives: (1) further
bolstering our fee businesses; (2) improving the profitability
and efficiency of loan/investment businesses; and (3) cost
structure reforms.

For cost structure reforms, we have hitherto sought to
mainly reduce legacy costs, but we will further implement
additional measures so that we can respond to new changes
in the operating environment, namely, the diversification of
working styles and the use of online channels.

The capital and resources we raise from the aforemen-
tioned initiatives will be used to further promote a strategic
resource mix by, for example, strategically investing in growth
areas and making upfront investments designed to keep
a lid on future overheads. In this way, we will endeavor to
strengthen and pursue a business portfolio distinctive of a
trust banking group.

Since our establishment through a management inte-
gration in 2011, the Group has held a considerably large

exposure of strategic shares compared to our capital base.

M Balance of strategic shareholdings (book value of Japan-listed stocks)

(¥ bn)

666.2

630.4

600.0 598.9

566.8

500.0

0— wll wlh wl w@ B

In recognition of this issue, we have continuously worked to
reduce our strategic shareholdings with the understanding

of our clients. On an acquisition cost basis, we have so far

Total reduction of
¥142.6bn in five years

March 31, March 31, March 31, March 31, March 31,
2016 2017 2018 2019 2020

605.1 63.6 Increase from an improvement in hedge
"~ position costs owing to partial realization of
both valuation gains on strategic shareholdings
and valuation losses on hedging transactions
Targeting reduction of
5415 ¥100bn in two years
i &
March 31, March 31,
2021 2023
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Message from Head of Finance and Treasury

reduced our holdings by a total of ¥356.7 billion. And from
the perspective of limiting the financial impact of fluctua-
tions in market value while holding these shares, as of the
end of March 2021 we have hedged price movement risks
equivalent to roughly 80% of the market value of our strate-
gic shareholdings. Nevertheless, our strategic shareholdings
pose a financial challenge because we still hold quite a size-
able amount compared to our equity capital.

The SuMi TRUST Group has long utilized the functions of
trusts to generate social and economic value by proactively
helping to solve social issues.

Now, one of the objectives of our new management structure
is to establish a virtuous circulation of funds, assets, and capital

that delivers benefits to households through the enhancement

of corporate value. Based on this philosophy, we are realigning
our investment policy, so that, in principle, we shall not hold
strategic shares as a conventional stable shareholder.

In light of the environment that currently envelops corpo-
rations, we will look to deepen understanding and accelerate
our reduction of strategic shareholdings by engaging in con-
structive dialogue and providing solutions that cater to the
respective circumstances of every client.

More specifically, in the remaining two years of the
Medium-Term Management Plan (through FY2022), we aim
to nearly double the pace of reductions executed thus far
and reduce strategic shareholdings by ¥100 billion on an
acquisition cost basis (or around ¥250 billion based on mar-
ket value).

Capital strategy and shareholder return policy

To achieve sustainable and stable growth, as well as the
steady enhancement of shareholder returns, the objective
of the Group's capital strategy is to strike the best balance
between capital sufficiency and efficiency with the follow-
ing three measures: (1) improving return on capital through
business strategies; (2) effectively utilizing capital; and (3)

M Shareholder returns

(¥ bn)
80.0
40.0
20.0
0
FY2016 FY2017 FY2018
(forecast) (forecast) (forecast)

strengthening shareholder returns through dividends.

In aiming to achieve this best balance in FY2022, the final
year of the Medium-Term Management Plan, we are target-
ing a common equity Tier 1 capital ratio (finalized Basel Il
standards) above 10% range and ROE of around 7%.

As we strive towards meeting these targets, for the first

50
443
40
39.5 387
(forecast)

30
20

""" ¥160

(e |
10
0

FY2019 FY2020 FY2021
(forecast) (forecast) (forecast)

M Total dividend payouts (left) Amount of share buybacks (left) == Dividend payout ratio (right) == Total payout ratio (right)

measure, we will bolster our fee businesses, improve the
profitability and efficiency of loan/investment businesses,
execute cost structure reforms, and reduce strategic share-
holdings, all of which | mentioned earlier.

For the second measure, our policy will be to vigorously
execute strategic investments designed to tap external
growth opportunities and improve the efficiency of opera-
tions in each business.

In conclusion

For the third measure, as a means for returning profit
to shareholders in line with earnings growth, we will raise
consolidated dividend payout ratio to around 40% in or
around FY2022.

We also have a policy of executing share buybacks in a
flexible and timely manner from the viewpoint of effective
use of our capital.

The spread of COVID-19 has brought about a heightened
state of uncertainty and accelerated the shift to digital tech-
nology, along with other structural changes in society.

The SuMi TRUST Group also swiftly responded to the situ-
ation by rapid deployment of online channels and setting up
satellite offices for remote work, and we continue to further
improve these infrastructure items.

We can expect changes of this kind to occur one after the
other in the future. In order to cope with such changes and
achieve continuous and stable growth, our ability to take up
the challenge of business innovation, and the speed at which
we do so, will be called into question more than ever before.

As already mentioned in the top message, the SuMi
TRUST Group has hitherto contributed to society by taking
stock of the changing times, swiftly responding to social
issues, and providing solutions. Going forward, we hope to
utilize the various functions and spirit of trusts to make fur-
ther contributions towards solving new challenges in society
and building a virtuous circulation of funds, assets, and capi-
tal so that we might continue to grow and develop together
with society. | hope to undertake prudent management of
the Group's finances and capital to support the activities that
bring these aims to fruition.
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Financial Highlights

Net Income Attributable to Owners of the Parent*

(Billions of Yen)

200.0

150.0 1421
100.0
50.0
0

2016 2017 2018 2019 2020 (Fiscal Year)

*Netincome attributable to owners of the parent

Despite the impact of lower fee income owing to COVID-19 and the
booking of a net loss on mainly stocks, net income attributable to own-
ers of the parent came in higher than target (¥140bn) because credit
costs were well controlled.

Fee Income Ratio*

(Billions of Yen) (%)
10000 O\o—o\o_\sg; 600
800.0 739.2
40.0
600.0
400.0 391.1
' 200
200.0

0
0 2016 2017 2018 2019 2020 (Fiscal Year)

=c=Fee income ratio (right)
Net fees and commissions and related profit (left) Il Gross business profit (left)
* Net fees and commissions and related profit divided by gross business profit

The fee income ratio dipped but still remains elevated, because
even though fee income declined, loan/investment-related income
increased, including interest on loans and partnership investment
earnings from higher share prices.

Non-Performing Loan Ratio*

(Billions of Yen) (%)
200.0 1.00

150.0 0.75
100.0 0.50

50.0 0.25

March 31, March31, March31, March31, March31, March31, March 31,
2015 2016 2017 2018 2019 2020 2021

Il Problem assets based on the Financial Reconstruction Act (left) =o=NPL ratio (right)
* SuMi TRUST Bank (non-consolidated)

The non-performing loan ratio as of March 31, 2021 was still at a
sound level of 0.4% versus total exposure of ¥31 trillion.

Return on Equity*
(%)
8.0

6.0 5.41
4.0
2.0
0.0

2016 2017 2018 2019 2020 (Fiscal Year)

*See page 134 for calculation method

The decline in ROE owes to lower net income attributable to owners
of the parent.

Overhead Ratio*"
(Billions of Yen)

800.0
O\Ho—o\ég1 o
O\O\O/O_O 60.0
600.0 513
445 00
400.0
245.4
200.0 200

0
2016 2017 2018 2019 2020 (Fiscal Year)

-o-Qverhead ratio (non-consolidated)*? (right)  =o=Overhead ratio (right)
General and administrative expenses (non-consolidated)*? (left)
[ Substantial general and administrative expenses (left)
*1 General and administrative expenses divided by substantial gross business profit
*2 SuMi TRUST Bank (non-consolidated)

General and administrative expenses decreased and the overhead
ratio also declined mainly as a result of more efficient operations and
the established online-based sales activities.

Capital Adequacy Ratios

(%)
20.0

15.76

15.0 1351
1212

10.0

5.0

March 31,2019 March 31,2020 March 31, 2021

W Common equity Tier 1 capital ratio [ Tier 1 capital ratio Total capital ratio

All are sufficiently above capital adequacy requirements of banking
regulations.

Non-financial Highlights

(e ) Exposure to carbon-related assets
(%)

6.0
5.0
4.0
2.0
0
2018 2019 2020 (Fiscal Year)

As of March 31, 2021, the percentage of loans exposed to carbon-
related assets was 5.0%, down 0.2 ppt from March 31, 2020.
* Combined total for SuMi TRUST Bank and Sumitomo Mitsui Trust Bank (Thai)
Public Company Limited

© Employee awareness survey

(points)
80.0

60.4
60.0

40.0

2017 2019 2020 (Fiscal Year)
Vitality level Satisfaction level
* Notimplemented in FY2018 due to content review

Every year SuMi TRUST Bank conducts an employee awareness
survey targeting all employees so that their opinions can be communi-
cated to management. In FY2020, positive scores (40 points) were main-
tained for both vitality and satisfaction—our standards for measuring
employee engagement.

See page 109 for more details.

© MSClI rating

FY2020

We aim to become the No. 1 financial institution for ESG manage-
ment, as we reflect the perspectives of ESG investors in our manage-
ment. We are acclaimed for our ESG efforts, such as receiving the top
rating of a financial institution in Japan from MSCI, an influential research
institution in the field. We have maintained our AA rating since 2016.

© Female employees in management positions
(%)

40.0
30.0
30.0 26.9
20.0
11.8 12.0
10.0
2019 2020 2021 2023 (target)(March 31)

Ratio of women in section manager or higher positions
Ratio of women responsible for management operations

SuMi TRUST Bank achieved its initial target ahead of schedule and
formulated a new action plan through to the end of March 2023.

See page 109 for more details.
© “Gerontology Concierge” accreditation

(people)
1,200 1,103

900
600

300

2018 2019 2020 (Fiscal Year)

With the aim of improving customer service skills and literacy so
employees can better respond to clients with dementia, all section
manager supervisors at SuMi TRUST Bank branches for retail clients are
required to obtain “Gerontology Concierge” accreditation by passing
an exam hosted by the Society for Applied Gerontology-Japan.

® Ratio of females on the Board of Directors

(%)
15.0

133
10.0
5o J I I
0

2018 2019 2020 2021 (Fiscal Year)

In determining the composition of the Board, due consideration is
given to ensuring diversity and expertise among members. As part of
this policy, one additional female director was added to the Board in
FY2021, and we will endeavor to maintain diversity going forward.

See page 97 for more details.
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Theme

How do we create
value?

With a business model comprised of banking, asset management and administration, and
real estate services, the SuMi TRUST Group leverages its significant expertise and com-
prehensive capabilities to provide optimal and total solutions to all clients, whether they
be individuals, corporations, or investors. Through our businesses that are geared towards
solving social issues, we aim to balance the creation of both social and economic value by

sparing no efforts to create positive impacts and limit the negative ones.
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Value Creation Process

Process for the balanced creation of
both social value and economic value

Mission

To provide value to clients, society,
shareholders, and employees

Creating new value with the power of trusts and let prosperous future for our clients and society bloom

Purpose

To achieve the balanced creation of both social value and economic value, we need to organically combine the process of creat-
ing positive impact while maximizing stakeholder value based on our reason for existence ("Purpose”) with the process of sustain-
ably strengthening our own financial and non-financial management foundation (six types of capital). Additionally, we must establish
a system to appropriately manage these processes at the management level. We call this system the “value creation process.”

The SuMi TRUST Group has identified high-priority issues (materiality) that affect our value creation process over the medium-to-
long-term, and we have classified them into three categories: (1) impact materiality—issues that are conducive to the generation of
social value from social issue-solving business; (2) governance and management foundation materiality—issues that have an impact
on the core elements of our value creation; and (3) financial materiality—issues that directly affect our financial performance. We
implement materiality management so as to appropriately control the impacts of these issues within the constructs of a risk appetite
framework (RAF). See page 43 for more details.

Vision

Value

Truthfulness and loyalty Dedication and development

Trust and creativity Self-help and self-discipline

Realization of “The Trust Bank”
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6 types of capital

we rely on

Capital pertaining to
the economy (wealth)

Financial Capital

Manufactured
Capital

Social issue-solving business

((1) creation of positive impacts)

(4) Conversion to six types of capital mainly through the internalization
of the external economy (circulation outside of our businesses)

(4) Accumulation of all sorts of capital through
business operations (circulation within our businesses)

Capital pertaining to
society (people)

Human Capital

Intellectual Capital
Social and
Relationship Capital

Capital pertaining to

the environment (earth)

Natural Capital

Expansion in

I business domains

based on the Group's
inherent situation

Full utilization of
various trust functions
as a trust specialist

Identification of
social issues to be
addressed first

Individuals: Asset administration suited for Japan’s aging society
Asset formation of individuals
Corporations: Sustainable growth of the Japanese economy and
corporations (addressing both financial and
non-financial issues)
Investors: Diverse range of investment opportunities and
development of the investment chain

Sustainability issues such as climate change and infectious diseases

(2) Maximization of
value for stakeholders

(3) Creation of social value

Helping achieve
the SDGs

Clients Economy
Increasing

wealth
Business partners f_nu
9
S
Sh(air.eholciers Various . _g
and investors . =
impact channels (people) =
Improving ?h
Ermpl well-being z o

mployees

ploy 5 g
o =4 E
3 o
Communities . 5 =~
(local communities, NPOs) Environment «Q jal
(earth) =
. Sustaining >
Public sector 2

natural capital

(government agencies,
international organizations)

Direct impacts
on the Group's stakeholders

-
-
|

Indirect impacts
that go beyond stakeholders

A(S) Materiality management

Materiality (factors that promote and inhibit the circulation of capital)
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Creation of Impacts

(1) Creation of Positive Impacts

The balanced creation of both social value and economic
value has been placed at the very core of our management
philosophy in our Medium-Term Management Plan. In some
cases, social value is created by our Group's corporate activi-

ties, but in many cases, it is created through the chain of

effects from one stakeholder to the next. Our Group's social
issue-solving business consists of activities that contribute to
the realization of SDGs and ultimately create positive impacts
and minimize negative impacts on the economy (Prosperity),

society (People), and the environment (Planet).

(direct impact) (indirect impact) (indirect impact)
\L \L \L SUSTAINABLE
The SuMi TRUST  Products & services Products & services Stakeholders of Creation of DEVELOPMENT

(impacts) Clients

Group

(impacts)

our clients social value Sy, A S
£ 2 I
s

Examples of positive impact (To promote)

Examples of negative impact (To avoid)

Direct impact Investments and loans to renewable energy projects

Sales of property funds with high investment weightings in buildings
that are not environmentally friendly

s Mfpes? processes for achieving the SDGs

Consulting on information disclosure that clearly demonstrates

Investments and loans to projects that contribute to increased
greenhouse gas emissions in the long run

In our Medium-Term Management Plan, we identified three
priority issues to be addressed in our social issue-solving busi-
ness. In addition to issues such as climate change and the
super-aged society, which we have traditionally focused on, we
also plan to address new sustainability issues such as COVID-

19 as a business.

On the other hand, there is a growing concern about previ-
ously unanticipated ESG risks, such as COVID-19 and climate
change issues. As such, it is important not only to pursue busi-
ness opportunities, but also to strengthen our resilience to

these new risks.

Prioritizing three social issues

Key sustainability issues

<Individuals> <Corporations> <Investors>
Asset administration Sustainable growth of the Diverse range of invest-
suited for Japan's aging Japanese economy and corpora- ment opportunities and
society and asset forma- tions (addressing both financial development of the

tion of individuals and non-financial issues) investment chain

Problems of . T
. Natural capital Financial inclusion
climate change
Problems in a super-aged society COVID-19 issues

(2) Stakeholders of the Group

The SuMi TRUST Group lists clients, sharehold-

ers, employees, and society as stakeholders in its

Management Principles (“"Mission”), and clients, share- ¢ nstitutional investors il

¢ Individual investors

* Corporate clients

* Individual clients

o o
w@ * Investor clients, etc.

Clients o Partners
I@: * Industry peers

holders, investors, employees, business partners, local  «corporate shareholders, \ it Sl * Subcontractors

etc.

communities, NPOs, government authorities, and inter-

national institutions as major stakeholders in its basic . general public

* Consumers

policy on social responsibility (“Sustainability Policy”),

* Local

communities,

and has declared that it will respect dialogue and e

& investors partners * Suppliers, etc.

9 e * Group-wide
or9, The SuMi TRUST am employees

* Temporary

Communities Group Employees employees

® Part-timers, etc.

play an active role in building a sustainable society. By

identifying its stakeholders in this way, the Group is

* Business groups and
industry bodies
* Nonprofit corporations

* International financial

. and public interest
able to clearly understand how the Group relies on and  corporations
. . ) * Nonprofit
impacts each stakeholder, providing a strategic founda-  organizations, etc.

tion for the creation of social value.

regulators
* UN agencies
* Global initiatives, etc.

S0 e Supervisory authorities
EELEES ® Relevant ministries

® Local governments, etc.

Three Approaches to Stakeholder Engagement

The Group’s stakeholder engagement is divided into three
approaches: (1) direct engagement by relevant affiliates/rel-
evant departments (in the case of SuMi TRUST Bank) accord-
ing to the theme, (2) direct participation in multi-stakeholder
partnerships by relevant affiliates/relevant departments, and
(3) internal engagement by the Sustainability Management
Department with relevant affiliates/relevant departments
based on its own dialogue with stakeholders and informa-
tion gathered from ESG assessment organizations. These
approaches are used to diversify dialogue channels and

enhance the quality and quantity of inputs.

Internal Engagement

Our Sustainability Management Department engages
in investor-like dialogue with relevant departments with
respect to non-financial materiality items in the finance sector
that ESG investors are most interested in and for which the
Group's initiatives may face challenges in order to improve
our approaches and enhance information disclosure.

We refer to this initiative as internal engagement, and

M nternal Engagement

o) Evaluation/engagement
ﬁvﬂ{r{r (Non-financial matters are given lower priority) (LIER
18 -

Investors

Non-financial

matters

Evaluation
ESG research institutions

>4 O Corporate Administration
N O [\ Department
. ﬁi‘ | Human —
(@] Non-financial
> m Resources -
. | | Department fnatiers
Sustainability Manag Risk Manag -Related
In-house quasi-ESG investor [\ Departments, etc.

NPO etc.

The SuMi TRUST
Various Group
stakeholders )] Company or (2) Multi-
(including ESG Sgevd department stakeholder
assessment addressing the theme Partnership

organizations)

&)
(1) Sustainability 2
Management

Department

its importance as a check and balance function based on
an external perspective on day-to-day operations, different
from the supervisory function of the Board of Directors from
a management perspective, has been increasing over the
years. The annual plan for internal engagement, results of
initiatives, and progress of improvements are reported to the

Board of Directors.

W FY2020 Initiatives

Theme Departments covered Engagement points

Corporate Human Resources Department, Emphasis on current issues pointed
governance  Corporate Secretariat out by ESG assessment organizations

Human The relationship between human
. Human Resources Department .
capital capital and corporate value

Emphasis on current disclosure

Data Business Process Plannin .
. 9 standards pointed out by ESG
security Department -
assessment organizations
Compliance  Compliance Department Same as above
Risk .
Risk Management Department ~ Same as above
management
Climate Wholesale Business Planning Current issues surrounding fossil
change Department fuels and policies to address them

(3) Positive Impacts Designed to Create Social Value

The Sustainable Development Goals (SDGs) are a collec-
tion of 17 goals intended to be achieved by the year 2030. In
developing the SDGs, the United Nations identified the most
pressing social issues the international community faces in
terms of economy, society, and the environment. The creation
of social value is one initiative contributing to the achievement
of many of the SDGs, whilst setting off a chain reaction of posi-

tive impacts among multiple stakeholders.

It also enhances value for the economy (increase in wealth),
society (improvement in people’s well-being*), and the envi-
ronment (sustaining the earth’s natural capital). We think social
value generated is the sum total of the increases in these three

types of value.

* The World Health Organization (WHO) defines health as a state of complete physical,
mental and social well-being.
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Circulation of Capital and Materiality Management

(4) Circulation of Capital

The capital needed to execute business operations usu-
ally consists of cash, equipment, and other tangible assets
that appear on financial statements, as well as intangible
assets that do not convert so easily into money, like human
resources, know-how, and networks. We must inject both
financial and non-financial capital into our businesses and
establish a mechanism through which our launching pad for
growth is enhanced in a sustained manner by the (1) circulation
of capital within our businesses, for example, the generation of
profits and development of human resources through business
execution, as well as client base expansion, and the (2) circula-

tion of capital outside of our businesses whereby benefits that
extend beyond the Group recirculates to the Group in the
long term due to the internalization of the external economy.
The framework demonstrated by the SuMi TRUST Group to
circulate capital through social issue-solving businesses is
part of our unique value creation process. It is a platform for
incorporating so-called integrated thinking* into corporate
management.

*The consideration of management from a medium- to long-term perspective utilizing
all financial and non-financial capitals that depend on, and are affected by, the business
model of the company

Three areas of

Capital value

The SuMi TRUST Group definitions and metrics (March 31, 2021 or FY2020 results)

Financial
ancia Total assets: ¥62trn

Capital: 9.4% common equity Tier 1 capital ratio (finalized Basel Il standards)

8 . Econom
Financial Y

IT system expenses: ¥47.2bn*

(wealth) Network: 150 offices in Japan, 10 offices overseas (optimally placed network)*
Manufactured SBI Sumishin Net Bank accounts: 4.51mn

Consolidated employees: 22,139

Diversity & Inclusion: 11.8% weighting of women in section manager or higher positions*

Human

(target of at least 12% by March 31, 2023)
Employee satisfaction survey: vitality level of 60.4, satisfaction level of 63.2*

Employees with certifications: 7,356 registered real estate transaction agents, 44 fellows of the Institute of Actuaries of Japan,

271 financial consultants*

Intellectual

Total training hours: 4,690; training costs: ¥342mn*

Society Future creation activities (employee-driven ideas on new businesses): 188 applications from 368 applicants

(people)

Non- High-quality business platform: assets under management of ¥122trn, assets under custody of ¥23%trn (No. 1 for both among
financial domestic financial institutions), total loan balance of ¥30trn (No. 5 among domestic banks), entrusted balance of securitized
real estate of ¥20trn (No. 1 among trust banks), 1,648 client companies in stock transfer agency services business and
Social and 29.26mn shareholders under administration (No. 1 for both among trust banks)
relationship Potential “best partners”: 270,000 individual clients and 620 corporate clients* (see page 27)
Corporate brand: backed by Mitsui and Sumitomo’s combined 400-year history of contributions to society and relationships

of trust with clients

Sustainability rating: MSCI ESG Rating of AA (No. 1 among domestic banks), FTSE ESG Rating of 3.6 (No. 2)*

Environment

Natural (earth)

Common social capital is shared by all kinds of people and organizations and forms the basis for the existence
of the Group itself and its stakeholders. The definition of natural capital according to the International Integrated
Reporting Framework is “air, water, land, minerals and forests, biodiversity, and eco-system health.”

* Asterisk denotes SuMi TRUST Bank only (non-consolidated)

To Deepen Integrated Thinking

Since adopting the value creation process of the
International Integrated Reporting Council (IIRC) in FY2016,
every year we have continued to deepen its content by incor-
porating our own original elements. In FY2017 and 2018 we
introduced the concepts of capital circulation and impact
considerations, respectively, to clarify the relationship between
materiality and capital.

In FY2019 we clearly stated our reason for existence
("Purpose”) and summarized the notion of social value by

examining the chain of impacts (impact considerations). Now,
with the aim of enhancing materiality management, we are
defining capital and visualizing the relationship between
impacts created and the generation of social value. And in
light of the relationship between business circulation and
materiality, we are endeavoring to establish a management
methodology that includes the setting of KPIs. Specifically, our
approach adheres to the following steps.

Topic

Description

Step1 Definition and assessment of capital

Defining and assessing the capital in businesses that create impacts

Views on impacts and links to social value
Circulation of capital

Step2

Visualizing what kind of processes create social value

Step3 Enhancement of materiality management

Managing the framework that encourages the social value creation process

At present, we are working on a way to connect the value
creation process with our business portfolio analyses. By fac-
toring non-financial capital perspectives into business portfolio

analysis, we should be able to realize integrated thinking in the
true sense.

Materiality Identification Process

We consider materiality to be an event that has a significant
impact on the process of improving the ability to generate
value sustainably through the accumulation of financial and
non-financial capital and to be comprised of factors that
either inhibit (bad cholesterol) or promote (good cholesterol)
the circulation of capital.

The Company identified materiality in FY2015 and conduct-
ed a materiality review in FY2019. In the FY2015 identification
process, the Executive Committee confirmed 14 items which
had been selected from a list of 28 items that were consid-
ered highly important to a banking group after interviewing
external directors, external experts, and relevant internal

Three Materiality Categories

Discussions about how to approach materiality are gain-
ing momentum worldwide. Considering this trend, in FY2020
we incorporated the unified concept of materiality outlined
in some of the leading international standards (GRI, SASB,
[IRC, CDP, CDSB) for information disclosure and classified
our materiality into three categories. To be more precise, we
categorized the SuMi TRUST Group’s materiality as either
"impact materiality” (the positive or negative impacts our
corporate activities have on the economy, society, and the
environment), “governance and management foundation

(5) Materiality Management

departments about their medium- to long-term impact on
the Group’s enterprise value and the Group’s impact on
stakeholders. In FY2019, we placed seven top risks selected
as financial risk events that have a significant impact on man-
agement alongside the original 14 issues of materiality and
sorted out those that overlapped or were very similar. We
changed the names of some as required and then added five
new ones, including climate change and financial inclusion.
That gave us a total of 17 issues, as shown in the table below.
All issues were discussed by the Executive Committee, advi-
sory committees, and the management team before being
approved by the Board of Directors.

materiality” (the issues that impact the core elements of
our value creation), or "financial materiality” (the issues that
directly affect financial performance). We have also identified
which kind of capital each materiality issue is mostly connect-
ed to in terms of the circulation of capital, and in addition to
understanding the significance of, and managing, materiality
as part of the value creation process, we make use of internal
engagement (see page 41) and other methods to ensure we
manage materiality appropriately.

Type Materiality Risk  Opportunity Main relevant capital
Reporting issues that reflect Pur§U|ng sustamab}l{ty-themed @ Intellectual capital
o business opportunities
the organization’s significant S -
impact on the economy, iality f Considering impacts on society
) ¢ and i Materiality from and the business environment of °® Social and
environment, and peopie a stakeholder’s viewpoint companies to whom we extend Relationship capital
investments and loans
Aimed at a wide range of users ImpaCt -
with various objectives seeking to Materiality Financial inclusion ® Social and
Reporting all material understand the company’s positive Relationship capital
sustainability topics and negative contributions to sus- Population decline and super- ® ® Social and
for the purpose of the tainable development aged society issues Relationship capital
orgatr_nzatlons value Climate change ([ o Natural capital
creation
Technological (digital) innovation [ ) [ ) Intellectual capital
Corporate governance o o All capital
Already disclosed Risk management and resilience o Financial capital
reports in the Systems maintenance and com- °® Manufactured
form of financial batting cyber attacks capital
*
fccour?ts Materiality from Bolsterir?g human resources and A
Including assump- . tor's vi int developing workplace environ- o o Human capital
tions and cash flow an investor's viewpoin Management ~ ments
forecasts
Aimed at users mainly seeking to Foundation  Protecting personal information )
- - : ; o Intellectual capital
engage in more suitable economic Materiality and client data
decision-maki . o .
ecsion-making Safety of financial instruments o Intellectual capital
. Social and
Compliance o X ) )
Relationship capital
Client-orientated approach / P °® Social and
fiduciary duty Relationship capital
Stability of financial system o Financial capital
> Key accounting issues > Financial Preserving financial capital o Financial capital
Materiality ~ Acquiring sustained earnings ([ Financial capital

"ou| ‘'sBUIp|OH 1SNJL INSHIA OWOolIWNG

I
w

1loday peieibaiu| |Z0Z



DUl ‘sBUIP|OH 3SNJ] INSIIA OWOHWNG

»
IS

1oday pejesbeiul 1 Z0z

¢EATURE STORy

Human
Resources

Initiatives for the development
and active participation of highly
specialized personnel (specialists)

Futoshi Itani

Senior Managing Executive Officer Head of Human Resources, SuMi TRUST Holdings

Aiming to be the No.1 financial
group for HR development and
HR participation

The SuMi TRUST Group has a broad range of business
domains and the specialists who possess extensive knowl-
edge and experience in each business are committed to
solving issues for clients and society, whilst creating new
value. The development and active participation of human
resources is the cornerstone of the Group’s value creation

and the source of our competitiveness.

Environment awareness

In this age of VUCA* where various types of technology are
evolving on a seemingly daily basis and changes are occurring
at a dizzying pace, the financial industry as a whole, including
the SuMi TRUST Group, will have no option but to instigate
major changes of its own.

Ever since our establishment, the SuMi TRUST Group has
provided a number of products and services dedicated to solv-
ing the issues of clients and society.

Last fiscal year when our new Medium-Term Management
Plan was launched, we explicitly defined that the our reason
for existence ("Purpose”), of the SuMi TRUST Group is “to
create new value with the power of trusts and let prosperous
future for our clients and society bloom.” Employee diversity,
significant expertise, and wealth of experience are indispens-
able to achieving this “Purpose.” With the advent of a so-
called "age of 100-year life,” it is necessary that each and
every employee can continue to work enthusiastically for a lon-
ger period of time so that the SuMi TRUST Group can always

create value. With this in mind, we are implementing various
initiatives with the primary focus of strengthening human capi-
tal so that we can lay claim to being the No.1 financial group
for both HR development and HR participation.

Through such initiatives, we seek to bring happiness to our
clients and society by enhancing the well-being of all employ-
ees and providing added value whilst identifying with the
Company's “Purpose.” In this way, by aiming to contribute to
the well-being of society at large, we can ultimately improve
the well-being of the Group's employees (also members of
society), which in turn plays a part in the formation of a virtu-
ous circulation that generates value creation.

* Volatility, uncertainty, complexity, and ambiguity

Aiming to be No.1 for HR development

The expertise of every single employee is what underpins
the SuMi TRUST Group's “power of trusts.” And it is vital
that employees not just equip themselves with this exper-

tise, but share it with their fellow colleagues to stimulate one
another. We believe the chemical reaction caused by this
activity presents opportunities to generate new value. As a
forum to facilitate such activities, we have established the
SuMITRUST University within the SuMi TRUST Group so that
employees can come together and further their learning in
the age of 100-year life. A wide range of learning opportuni-
ties are provided mainly through the original curriculum from
which employees can freely and at any time learn the special
knowledge they would like to acquire and lectures on such
subjects as business skills, digital technology, and the liberal
arts. More recently, we have focused on providing more con-
tent with the use of videos and online conferencing tools so
that employees have more opportunities to engage in online
learning at any time and from any location. Also, we are orga-
nizing seminars for employees with similar interests to discuss
topics of research with people they would otherwise not usu-
ally meet in the course of their work duties and we are push-
ing ahead with the building of a social network that allows
fellow employees freely exchange information about learn-
ing. There is no doubt that the SUMITRUST University contin-
ues to evolve into a learning platform on which employees
can meet people and encounter new knowledge. We have
already seen some employees take the initiative to set up
their own English study group and it is these kinds of activi-
ties that we hope to actively support going forward.

In addition to learning opportunities, with the aim of hav-
ing employees start to shape their own careers while they
are still relatively young, SuMi TRUST Bank runs a training
and development program for young employees so that new
recruits can experience working in multiple businesses within
their first five years. This program enables employees to gain
a solid understanding of their own strengths and challenges
from multiple angles when they are still young and helps
them begin their journey as professionals at an early stage.
Furthermore, to assist the efforts of our employees to carve
out a career on their own accord, since FY2017 we have held
in-house business briefings for each of our businesses. These
briefings more or less resemble an in-house job fair where
employees can hear directly from other employees about
the type of work they do, what motivates them, and advice
on forging a career. Around 400 mainly younger employees
usually attend these briefings. These initiatives lead to more
employees actively applying for new positions and challeng-
es under our internal job posting system.

Aiming to be No.1 for HR participation

In addition to being No.1 for human resource development,
we are endeavoring, on a daily basis, to strengthen our initia-
tives with the aim of becoming No.1 for human resource par-
ticipation so that everyone in our diverse workforce can play
an active role.

Key to achieving this goal of becoming No.1 for human
resource participation is being able to strike the right bal-
ance between expertise and diversity and having the fields in
which employees can excel. We have introduced a number of
schemes and support services so that all employees, regard-
less of age, gender, or lifestyle, are offered the opportunity to
play various roles at the Group.

For instance, SuMi TRUST Bank provides study assistance
to new recruits before they are assigned a position if they wish
to acquire a highly specialized qualification, such as pension
actuary or real estate appraiser. Also, around 20 new employees
every year take up the challenge of taking part in the "work
which can limit the duties assigned to a
new recruit to, for example, the Fiduciary Services Business or
Global Markets Business. Furthermore, in an effort to strengthen
leadership, for more than 19 years the Bank has continued to
run a program to develop next-generation executive candidates
in cooperation with Hitotsubashi University Graduate School.
Candidates receive instructions on the values, culture, and MBA

"

challenge system,

elements required for management and complete the program
by presenting a proposal to senior executives.

For quite some time now, the SuMi TRUST Group has actively
promoted the recruitment of mid-career hires in order to realize
a better balance of expertise and diversity. Since the manage-
ment integration in 2012, SuMi TRUST Bank has recruited a total
of approximately 600 mid-career hires and as of April 2021 they
make up roughly 20% of all career-course employees.

Further, the Group’s older employees that possess significant
expertise and skills are certified as “Fellows.” One of their roles
is to pass on their expertise and skills and guide and nurture the
next-generation. With the aim of further expanding their oppor-
tunities in the age of 100-year life and bringing to bear the spe-
cialist knowledge they have accumulated thus far, SuMi TRUST
Bank extended the mandatory retirement age to 65 (previously
60) in April 2021. In terms of compensation for employees eligible
for the extended retirement age, we incorporated a job concept
into our compensation system, which means an employee’s role
and compensation will differ depending on skills and experience.
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FEATURE STORY 01 : Initiatives for the development and active participation of highly specialized personnel (specialists)

Thoughts on HR development and participation

The employees of the SuMi TRUST Group are the most

|u

important “capital” that we cannot do without if we are to
leverage the power of trusts to continuously create new value
for our clients and society. And for every individual employee
to continue to shine, we believe the development and par-
ticipation of human resources is crucial. Developing places
of learning to increase specialist knowledge centering on the
SuMiTRUST University and creating workplace environments
in which a diverse workforce can continue to thrive in various
places are the very actions that will assist all of our employees
lead more fulfilling lives in the era of 100-year life. By exten-
sion, we believe this will improve the Group's capacity to cre-
ate value and ultimately help solve social issues.

Driving the virtuous circulation process by achieving well-being

Miyo Yajima

Executive Officer,
SuMi TRUST Holdings

In aiming to realize the well-being of the SuMi TRUST Group's
employees, and also to contribute to the well-being of our clients
and society, we seek to establish personnel systems and workplace
environments that are well-suited to diverse working styles and values.
We are also working to raise awareness about the Group's “Purpose,”
improve employee engagement, and encourage diversity and inclu-
sion. The message about "letting prosperous future for our clients
and society bloom,” as stated in the Group's “Purpose,” also conveys
the hope that our clients and society will achieve a state of well-being.
Achieving it will give birth to a sense of reward, joy, accomplishment,
and fulfilment, which will also fuel a state of well-being among the
Group's employees (also members of society). And when our employ-
ees feel physically, mentally, and socially healthy and enjoy a sense of
well-being, they can provide even higher added value to clients. We

will pursue activities that generate this virtuous circulation process.

Employee
Interview

Purpose of the Worksites that
Supports the “Power of Trusts”

The Group's reason for existence (“Purpose”), that is “to create new value with the power of trusts and

let prosperous future for our clients and society bloom,” is practiced at each workplace.

* Affiliated departments are as of the time of the interviews

Interview | 01 | Toshiharu Ueki

Fellow Supervisor Financial Consultant,
Nihombashi Business Department, SuMi TRUST Bank

Listen to the voice of our clients

SuMi TRUST Bank has approximately 270 certified financial
consultants working actively throughout Japan. Financial con-
sultants stand close beside their individual clients for many
years, assuming a role in proposing professional solutions for
complex issues related to the investment, management, and
succession of assets. As a financial consultant, | provide sup-
port to other financial consultants and give lectures at training
and seminars while offering advice to clients at branch offices.

Since | also hold a private qualification as an industrial coun-
selor, my style is focused on attentive hearing. Attentive hearing
involves listening, not to superficial words, but to the deeper
inner voices of clients. Or, in other words, picking up the true
needs that lie at their subconscious level. But, unlike counselors,
consultants have value only in their ability to offer precise solu-

tions as specialists. We are able to respond to any inquiry by

making use of the broad problem-solving functions of a trust
bank and the support from lawyers and tax accountants.

It could be that clients are expecting a sense of security
rather than solutions from us. Recently, | received a visit from a
couple who attended one of the inheritance-related seminars
| gave two years ago. They owned many real estate properties
throughout Japan, but the husband was given three months
to live and came to me to set up a will trust. After listening to
their situation, my advice was they “need not make a testa-
ment document.” Their family was amicable, and | determined
that our Bank’s inheritance settlement services was sufficient
without having to prepare a testament document which would
require one to two months. “| promise to take responsibility
and execute the inheritance procedures smoothly. Please use
the remainder of your valuable time to create memories with
your family, not to prepare a testament,” | told them. They
looked surprised for a moment, but soon showed an expres-
sion of relief. The husband smiled and said, "I want to go to
an onsen (hot spring spa) with my family,” which left a strong
impression on me. Then, merely two weeks later, the husband
died peacefully surrounded by his family. | heard that despite
the short time left before his passing, he spent a tranquil,
memorable time with his family. Currently, the inheritance
procedures for this client is going smoothly. The true expec-
tation of this client was not for us to draft his testament, but
to ensure that his beloved family would live happily after his
death. | think | was able to offer the right solution to realize his
true wishes.

| wish to continue honing my skills to offer solutions that are
in line with the intentions of clients and contribute to the hap-

piness of clients as we cry and laugh together.
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FEATURE STORY 01 : Initiatives for the development and active participation of highly specialized personnel (specialists)

Interview | 02 | Miwa Karakida

Sumitomo Mitsui Trust Future Assets Institute, SuMi TRUST Bank

Aiming to enhance financial
literacy for the future

When | was first stationed to a branch office as a new hire,
| was astonished to find out how many clients did not notice
us until they receive their retirement benefits, despite the
fact that trust banks have diverse functionalities to build their
future living upon. At the same time, | felt the need for people
to understand the importance of financial literacy and act
accordingly, not after they retire, but while they are still actively
working, because in Japan, we have little opportunity in school
or at work to learn about finance. And | became even more
motivated to contribute to the future of people by promoting

such understanding. In an age when it will be normal for peo-

ple to live beyond 100 years old, we must look further ahead
when we plan our lives.

That is why, after being assigned to the Life Plan Advisory
Business Department, | proposed the launch of the Future
Assets Institute where we can offer individual clients informa-
tion on asset formation from a neutral and objective perspec-
tive. The proposal was adopted, so now my job at the Future
Assets Institute includes conducting research, writing reports,
and holding seminars.

The Future Assets Institute tries to focus on providing out
of the ordinary, original information, and conducts a ques-
tionnaire survey every year of roughly 10,000 respondents to
analyze the latest trends from various aspects. We also utilize
our strength as a trust bank in providing solutions for both the
asset side and the liability side, and aim to offer unique infor-
mation on both assets and liabilities.

For example, we release the results on people’s attitudes,
actions, and choices they make towards home loans and asset
formation, analyzing them from various aspects such as by
generation, family structure, and income level.

Such analysis will reflect information that is more realistic
and based on more personally identifiable terms, not just some
common figures that are mere average of generally known data.
Through the dissemination of such information, we wish to
provide an opportunity to think more seriously about issues like
your future living, balance between household assets and liabili-
ties. | hope that the activities of the Future Assets Institute will
be of some help to improve the financial literacy of many peo-

ple, and contribute to the realization of their prosperous future.

Interview | 03 | Hiroshi Kunimitsu

Head Office Sales Center, Sumitomo Mitsui Trust Realty

Real estate brokerage that live up
to the expectation of our clients

| have been with Sumitomo Mitsui Trust Realty for almost 16
years, engaged in real estate brokerage for individual clients.
We receive inquiries on revenue-generating properties for
leasing purposes, but most of our clients contact us to sell and
purchase their own homes. Clients contact us through various
channels, for example, over the internet, or by introduction

from past clients or regional banks and brokerage companies.

But the majority of our clients are referred to us by the staff at
the counters and financial consultants of SuMi TRUST Bank, so
| feel that their trust in our Group and the sense of security are

our great strengths.

Particularly, in recent years, due to an aging society, there
are many inquiries related to inheritance. When someone
close passes away and you are worried about how to handle
the various personal assets that you inherit, you can seek the
advice of SuMi TRUST Bank for financial assets and Sumitomo
Mitsui Trust Realty for real estate assets. In other words, we can
offer a one-stop service of professional, comprehensive sup-
port within our Group.

Real estate properties to individual clients are just like any

other asset in a sense that they must consider their future asset

formation and life plans from various angles before making
decisions on how to dispose them. Meanwhile, real estate is a
special asset because the price is higher than other assets and
individual clients have limited opportunities in life to deal with
them. That is why people are much more emotionally attached
to and obsessed about real estate compared to other assets.
| think that our added value is our ability to offer convincing
proposals that are based on our effort to understand such feel-

ings and to give full attention to clients.

Interview | 04 | Saori Tamano
Real Estate Trust and Advisory Department, SuMi TRUST Bank

Support real estate development
projects of clients by leveraging
our diverse real estate functions

As a new hire | was stationed to the sales division for individ-
ual clients, but | was granted a transfer to the real estate busi-
ness using the job posting system, which was my first choice
because | majored in architecture in university. Currently |
am in charge of managing projects to implement real estate
development of corporate clients. The Bank implements such
projects as effective utilization of decrepit buildings and unde-
rutilized real estate and redevelopment of old factory sites on
behalf of our clients. We conduct detailed analysis and evalua-
tion of the target property in advance, studying the attributes
to identify the most appropriate usage and determining how
much revenue could be generated by leasing through market-
ing research. Our scope of business is to execute the entire

project, including such validation as well as providing support

for negotiation and coordination with design firms, general
contractors, and administrative bodies and support for cost
optimization, soliciting tenants, and providing management
and operation support after completion.

While being a bank, the Bank has many employees hold-
ing professional qualifications such as first class architects
and real estate appraisers, and is equipped with a full line
of functionalities necessary to develop real estate properties
from development, architectural design, facility management,
brokerage, appraisal, and financing. These functions must be
integrated in order to provide one-stop support of the entire
process over a very long project period of real estate devel-
opment, from the conceptual phase through completion and
operation, and that is the role of the development promotion
team that | belong to.

We work to gain a deep understanding on the clients’ real
estate holding and operation policies and on the positioning
of projects within their business strategies, and aligned with
the clients’ intentions, carefully consider the market condi-
tions and applicable legal risks from the perspective of real
estate professionals to implement the optimal proposals. Our
proposals also emphasize the importance of improving the
performance of buildings themselves, including earthquake
resistance and environmental performances that are receiving
increased attention.

A development project would normally take several years
from the conceptual phase through completion and operation.
Large-scale development projects involving the surrounding
areas could impact the entire city. | hope to continue making
proposals and implementing projects that make our clients
happy when the buildings are completed, change the flow of
people around those buildings, and invigorate the surround-

ing community.

— Continued on Page 78.
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Initiatives to Enhance and
Sophisticate Operational Quality

Last year, it became evident that SuMi TRUST Bank has been handling the operations for the tallying of the voting rights exer-

cise forms for the general meeting of shareholders of client companies in an inappropriate manner for many years. There was also

a case of misconduct in which a former employee of SuMi TRUST Bank embezzled client funds. These incidents undermine the

expectations and trust of clients and society towards our Group, and we have taken the issues very seriously.

We acknowledge anew that maintaining high operational quality is the source of strength of our trust banking Group and the

foundation that earns the trust of our clients and society. We will strive to enhance and sophisticate our operational quality in order

to respond to and exceed the expectations of stakeholders.

Specific Actions

In view of the Group's structural issues, we will aim to build a framework that can enhance and sophisticate autonomous and
continuous operational processes.

Process of Remedial Actions

(1) Identify structural issues

We identified the structural issues
inherent to the Group through inter-
views with each business and business
management department.

(See 2. Structural Issues of the Group for details)

(2) Strengthen organizational
functions

We strengthened the functions of
the organization, including defining
the roles of the organization in the
action towards resolving the struc-
tural issues identified in (1).

(See 3. Specific Actions for details)

Structural Issues of the Group

(3) Develop an operational structure to
improve operational quality autonomously

We are undertaking step-by-step actions to ensure
the effectiveness of organizational functions,
embed risk culture in the organization, and devel-
op a robust operational structure that can improve
operation quality continuously and autonomously.
(Initiatives for FY2021 and beyond)

(1) Restructure the risk management structure
1) Strengthening of supervisory functions over

Group companies

In an aim to drive the strategies of other Group compa-
nies and optimize the allocation of resources, we established
an Affiliates Management Department to consolidate and
strengthen the supervisory functions over Group companies
within the Corporate Planning Department including the Asset
Management Business Planning Department.

2) Strengthening of supervisory functions over the opera-
tional processes
We added the functions to manage operational quality and
operational risks within the Business Process Management

Department of SuMi TRUST Bank. In addition, we clarified that
the Business Process Management Department of Sumitomo
Mitsui Trust Holding is responsible for management and
supervision of all the operation quality and quality verification
functions across the entire Group, working to evaluate and
sophisticate each business process based on a unified standard.

(2) Enhance visualization of the processes

In order to make the Three Lines of Defense model work
effectively, we must better visualize the processes and continu-
ally monitor and optimize the value chain of the entire Group.
With better visualization of the processes, we can redevelop
from scratch any process that were to date considered routine
and eliminate potential risks at the First Line.

® Account for smaller volume/high variety, highly specialized
operational features that are unique to a trust bank group

e Develop/provide tools for visualizing processes

® Improve self-inspection Upgrade visualization

capabilities in the front-
of processes

o Accurately allocate human/
material resources to
required areas

Resource allocation

Supervision across the Group

To date, the Group has had control functions within the
Holdings company to supervise the Group companies.
However, in light of the incidents that occurred last year, we
acknowledged the need to improve our management and
planning functions that can drive the strategies of other Group
companies and optimize the allocation of resources in a man-
ner that suits the operational features that are unique to a trust
bank group.

Risk management system that suits the trust business
Trust business requires significant expertise. Therefore, the
Group acknowledge the need to strengthen the Three Lines
of Defense*, in which each business that is well-versed in its
operation will serve as the first line of defense (hereinafter,
"First Line") to first undertake autonomous PDCA as the main

actor to identify, evaluate, and control risks; then, the risk man-
agement departments as the second line of defense (“Second
Line”) will plan the necessary framework for such PDCA and
oversee the Group to manage the risks; and lastly, the Internal
Audit Department, or the third line of defense (“Third Line”)
will provide comprehensive assurance over the entire frame-
work from an objective standpoint.

* See page 117 for details.

Sophistication of operational processes

Enhancing and sophisticating operational quality should not
be temporary initiatives—continuous efforts are crucial. We
acknowledge the need to develop a function to monitor the sta-
tus of the processes as well as the associated risks and resourc-
es on an ongoing basis and to oversee them in their entirety.

office divisions

Sophisticate autonomous operational processes

Improvement/

Risk management Efficiency

Strengthen governance

* Fixing of issues

e Strengthen capabilities of risk management divisions o Establish efficiencies, mitigate risks
for identifying issues (Utilize Al as well) by standardizing processes

o Strengthen governance of individual companies in
the group

Strengthening review of the entire process (Audit strengthening)

o

Strengthening continuous supervision by the Board of Directors
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FEATURE STORY 02 : Initiatives to Enhance and Sophisticate Operational Quality

By conducting objective reviews of the visualized processes,
the Second Line can strengthen its capability to detect prob-
lems within the process, and the Third Line can improve the
effectiveness of the audits. By clearly defining the roles of the
First, Second, and Third Lines of Defense as such and estab-
lishing common ground for risk awareness, we can promote
mutual understanding, which will lead to preventing the occur-
rence of potential risks and fostering risk culture.

The visualization of processes can also help us identify

<Front office>

| Refinement/Objectivity
Product X High Risk v
Process A Process B> Process C E>
Review processes that were

Product X to date considered routine
Process P Process Q Process R . o
<Risk management dept.>

Check for appropriateness

Secure adjustability of middle/back-office areas
that make business portfolio reviews easier

Seek operational efficiency through
standardization of similar processes

similar operations that were handled by different departments
within the Group. We will seek to increase efficiency and
reduce costs by standardizing the similar operations that are
identified. In addition, obtaining and managing quantitative
information on resources that are necessary to execute the
operational processes will facilitate business portfolio reviews
and enable us to enact faster and more flexible decision-mak-
ing that meets the needs of clients and society.

(3) Strengthening supervision by the Board of Directors

The Board of Directors receives regular reports on the
status of these initiatives from the Internal Audit Department
and Audit Committee, exercises supervision on an ongoing
basis, and provides appropriate advice and recommenda-
tions depending on the status of the initiatives. In particular,
we will focus our supervision on the following points to fur-
ther strengthen the internal controls over the entire Group:
(1) status of initiatives to enhance/sophisticate operational
quality; (2) status of instilling sound corporate culture; (3) sta-
tus of the effects of internal control functions based on com-
munication and containment of information; and (4) status of
the effects of the Board of Directors’ check and balance func-
tion over management.

Report on the Inappropriate Tallying of

Voting Rights Exercise Forms by the Group

Recognition of Inappropriate Handling in Certain Parts of the Operation
for the Tallying of Voting Rights Exercise Forms

Sumitomo Mitsui Trust Bank announced in September 2020
that there has been some inappropriate handling in the opera-
tions for the tallying of voting rights exercise forms (“Voting
Rights Exercise Forms”) for the general meetings of sharehold-
ers (hereinafter, “Tallying Operations”), entrusted by our client
companies (hereinafter, “Entrusting Companies”) to the Bank
and its consolidated subsidiaries, Tokyo Securities Transfer
Agent, and Japan Securities Agents.

The Group entrusts its Tallying Operations to Japan
Stockholders Data Service Company (hereinafter, “JaSt").
JaSt has been coordinating with the post office in order to
secure time to conduct the tallying of large volumes of Voting
Rights Exercise Forms during the busy months of March, May,
and June each year, when there is a concentration of AGMs.
JaSt has been receiving and tallying the posted Voting Rights
Exercise Forms on the day prior to the delivery date on which
the prescribed postal office tasks relating to said items were to

be completed. The post office had been issuing a Certificate
of Delivery that bore the date on which the Voting Rights
Exercise Forms should have been delivered to JaSt. As a
result, the Voting Rights Exercise Forms were deemed to have
been received on the date on the Certificate of Delivery, and
JaSt had been conducting the Tallying Operations based on
the date on the Certificate of Delivery (the series of processing
described above is referred to as "forward processing”).

Forward processing had been a long-standing prac-
tice, but in response to a request for investigation on the
Tallying Operations from one of the Entrusting Companies, in
September 2020 we set up a Stock Transfer Agency Services
& Process Verification PT (hereinafter, “the PT") as a cross-
sectoral organization between the Company and SuMi TRUST
Bank including outside legal counsel to conduct a review. As a
result, we came to recognize that certain parts of the Tallying
Operations were handled inappropriately.

The PT was initially led by the officer in charge of the
Compliance Department, and then by the President of SuMi
TRUST Bank as the PT Manager from October 2020. In order
to ensure a high level of independence, neutrality, and trans-
parency, the PT consisted mainly of outside counsel and
employees of various risk management departments who are
responsible for monitoring and supervising the stock transfer
agency services business from an independent standpoint.
Based on the results of internal investigation conducted by
the PT, SuMi TRUST Bank undertook cause analysis of the inci-
dent, formulated measures to prevent recurrence including the
implementation of a new tallying system, and on December
17, 2020, announced the measures together with a statement
on the clarification of responsibility of the incident.

We acknowledge that the major causes of the incident
included the following:

(1) Insufficient verification upon implementation of

forward processing

We believe that the direct cause of the incident was that
verification, at the time of implementing forward processing
and upon revising the working-level rules thereafter, was not
sufficiently conducted.
(2) Framework for legal compliance

Focus was placed on following the predetermined working-
level rules, lacking efforts to verify legality or appropriateness
of the rules themselves.
(3) Entrenched posting of staff

We placed emphasis on the specialized nature of the opera-
tion and restricted staff rotation, reducing opportunities to
reexamine the operation from a new perspective.

Implementation of a New Tallying Flow and Improvement of Capacity for Tallying Tasks

We ceased forward processing immediately after the discov-
ery of the incident in September 2020. We changed the meth-
od of receiving Voting Rights Exercise Forms after confirming,
through a review by outside legal counsel, the appropriate
and legality of a new tallying method. Instead of receiving
the Voting Rights Exercise Forms by delivery from the post
office, we have established a post office box where we col-
lect the Voting Rights Exercise Forms. The new method has
been implemented for the Tallying Operations for AGMs of
Entrusted Companies convened in March 2021, the first busy
month since the occurrence of the incident. In addition, we
have increased staffing and system devices, and improved
capacity for tallying tasks by improving system functionalities

(Day prior to the deadline for exercise of voting rights) > Deadline for exercise of voting rights
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so that we can complete the Tallying Operations based on the
actual dates the Voting Rights Exercise Forms are received from
the post office even during the busy months. Currently, the
Tallying Operation is being conducted in a strict and smooth
manner under the newly implemented tallying method.

Revisions to the Tallying Operation Flow

Bring forward the receipt of postal mail (by use of a post office box
at the Shin-Tokyo Post Office)

Increase equipment and improve system functionalities

Increase staffing for Tallying Operations

Conduct post-
processing tasks after
tallying votes

Report
results

Conduct post-
processing tasks after
tallying votes

Remove security
stickers, conduct pre-
processing tasks

Image scanning
(OCR)

Remove

ers, conduct
pre-process-
ing tasks

security stick-

Conduct
post-processing
task after tally-
ing votes
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FEATURE STORY 02 : Initiatives to Enhance and Sophisticate Operational Quality

Measures to Prevent Recurrence in
Response to the Incident

Giving due consideration to the lessons learned and cause
analysis of the incident, the Group will endeavor to prevent
recurrence through the following initiatives.

Framework for e Further strengthen the involvement of the Legal

legal compliance, and Compliance divisions in reviewing the legality

etc. of rules regarding operations entrusted to Group
companies and external business operators

QOutsourcing Conduct detailed management of the status of

management business operations of companies that are entrust-
ed with important operation depending on the
degree of legal and other risks involved in the
entrusted operations and the degree of impact on
stakeholders

Internal audit e Place greater emphasis on the effectiveness of

structure our legal compliance system and enhance the
effectiveness of audits, including audits of Group
companies

Fiduciary duties e Expand and strengthen the education and guid-

ance for employees, including Group company
employees, in order to foster thorough awareness
of the fiduciary duties to clients, shareholders of
clients, and other stakeholders in the value chain of
the services that we provide

In addition to the above, the Group will implement the fol-
lowing initiatives for the stock transfer agency services busi-

ness to prevent recurrence.

Strengthen our e Strengthen the compliance/risk management func-

organizational tions and secure the independence of the orga-
structure and nization

management ® Improve the monitoring function, including legal
system compliance, overseeing the Group companies
Develop human e Strengthen in-house training

resources and o |dentify job site issues from bottom up

increase awareness  ® Rotate human resources in a planned manner to
of compliance avoid entrenched posting and to develop talents

Efforts to Promote the Electronic
Exercise of Voting Rights

Part of the background to the incident was the fact that a
large number of voting rights are exercised in writing in the
busy months when the dates of AGMs are concentrated, which
results in a massive expansion of the Tallying Operations dur-
ing these periods. In an aim to achieve a more accurate and
speedy operations for the tallying of exercised voting rights
and to promote a highly convenient electronic voting scheme
for shareholders of Entrusting Companies, our Group will
undertake initiatives for the promotion of electronic voting
from two directions: expanding the user base of Entrusting
Companies that employ electronic voting; and encouraging
the use of electronic voting among individual shareholders
who account for the majority of voting rights exercised.

Initiatives toward expanding the user base of Entrusting

Companies that employ electronic voting

e After March 2021, we promoted the use of electronic voting
by reducing the costs of adopting electronic voting incurred
by Entrusting Companies. As a result, 919 client companies
entrusting services to SuMi TRUST Bank have employed
electronic voting (an increase of 281 companies from the pre-
vious fiscal year; 66.3% adoption rate) as of June 2021.

e Through the expansion of user base of companies employ-
ing electronic voting, 94.1% of the shareholders of compa-
nies that convened their AGMs in June 2021 were offered
the option to vote electronically.

Promoting the use of electronic voting by individual sharehold-

ers which accounts for the majority of voting rights exercised

e We launched a present campaign*' to raise recognition
and promote the use of voting by smartphone (hereinafter,
“Smart Exercise”) which offers a highly convenient vot-
ing method using QR codes. As a result, 435 Entrusting
Companies that held their AGMs in May-June 2021 partici-
pated in the campaign.

e Of the Entrusting Companies that participated in the present
campaign*?, the percentage of voting rights exercised on or
before the date of the AGMs increased significantly to 44.4%
(up 8.4% year on year).

e Of the total voting rights exercised, the percentage of Smart
Exercise votes came to 52.5%, indicating the effects of our
promotion of electronic voting.

Promotion of exercising voting electronically (exercise of voting
rights using PCs and smartphones)

Initiatives towards expanding the use of electronic voting platforms

Measures to support virtual shareholder meetings and digitalization
of AGMs

In addition, we are also undertaking initiatives to promote
the highly convenient electronic voting among institutional
investors. To encourage the use of electronic voting plat-
forms*® to be used by institutional investors to exercise their
voting rights, we are actively encouraging issuing companies
to participate. Furthermore, we have held discussions between
relevant parties and made some progress in simplifying/
eliminating the process of obtaining individual consent of each
asset owner, which is a requirement in using the platforms
through an asset administration bank.

The Group recognizes anew its responsibility as a trust bank
group to serve as the backbone of corporate governance and
to meet social expectations for steady and robust execution of
operations, and we will endeavor to contribute to the sound

development of capital markets.

*1 A campaign in which shareholders who used Smart Exercise to exercise their voting
rights and responded to a questionnaire after using Smart Exercise were offered a
chance to win QUO prepaid card

*2 Counts for 153 companies that concluded their AGMs between May 1 and June 23, 2021

*3 A service offered by ICJ, Inc.

External Director Interview

Shinichi Saito
External Director

Chairperson of
the Audit Committee

The Audit Committee utilizes the Group's internal control sys-
tem to conduct audits in an organized and efficient manner. We
interviewed Mr. Shinichi Saito, External Director and Chairperson
of the Audit Committee, about the Audit Committee’s response
to the misconducts that occurred in the Group last year, including
the issue of improper tallying operations of voting rights exercise
forms, as well as the Committee’s approach to governance.

How do you view the issue that came to light in the past
year with regard to inappropriate handling of the SuMi
TRUST Group's tallying of voting rights exercise forms?

o This case is directly related to a fundamental issue of gover-
nance, which is the exercise of voting rights by shareholders. It is
also a serious incident that could undermine the expectations and
trust of all stakeholders in the Group. As the Group, we recognize
that we need to do everything in our power to live up to the confi-

dence placed in us by clients and society.

How did the Audit Committee handle the situation?

o As soon as the incident came to light, we received reports
from the business execution department, and in our role as the
Audit Committee, we verified the ability of the business execu-
tion department to ascertain the facts. Specifically, we verified
whether the independence, neutrality, and expertise of fact-find-
ing arrangements were sufficient. Thereafter, the full-time Audit
Committee members received successive reports on the status
of the investigations from the execution department, which were
then verified by the Audit Committee. In conducting audits, we
emphasize independence, neutrality, and transparency. We inves-
tigated and confirmed what happened from the perspectives of
appropriate fact-finding, clarification of the root causes, effective
measures to prevent recurrence, allocation of sufficient manage-
ment resources, and making sure the information disclosure was

appropriate in terms of timing and content.

What do you see as the underlying cause that led to this
incident?

o | believe the reason why the inappropriate processing had

continued over such a long period of time was the deterioration of
our awareness of the importance of the work entrusted to us and
its inherent risks. As a result of this weakening, the daily business
processes became less visible. We also recognize that there was
insufficient control over the quality of the work.

In addition, once potential risks that have been inherent for a
long time become apparent, an appropriate initial response is
critical. To achieve this, it is important to have a risk culture and a
risk management system in which risk information is promptly and
accurately shared with relevant departments and management.
Going forward, | hope that instilling our “Purpose” throughout the
Group will foster this kind of corporate culture and risk culture and

strengthen our operational quality systems.

Given what happened, what are your thoughts on the effec-

tiveness of auditing?

o Since the transition to an Audit Committee, we have
expressed many audit opinions and audit findings regarding the
governance and internal control of the Group as a whole. Looking
to the future, we recognize the need to improve the effectiveness
of auditing and contribute to the improvement of the supervisory
function of the Board of Directors.

Specifically, we will further enhance organizational auditing
by strengthening collaboration with Group-wide audit units and
corporate management departments such as the Internal Audit
Department. At the same time, our policy is to ensure the effec-
tiveness of audits by continuously following up to make sure our
audit findings are understood and acted on through dialogue with
management and business execution departments, and by sharing
these findings with the Board of Directors as appropriate.

What are your expectations for the Group in the future?

o The Group offers highly specialized financial products and
services to a diverse range of clients.

| believe that the acceleration of ESG and SDGs represents
an excellent growth opportunity for the Group to leverage its
unique business characteristics. In order to achieve sustainable
growth, it is important that both growth investment (“offense”)
and internal control system (“defense”) work properly. Risk aware-
ness and rapid sharing of risk information are key for systems and
rules to function well. Indeed, | have high hopes that instilling our
"Purpose” will be an important corporate culture reform in terms
of both “offense” and “defense.”

In addition, President Takakura is leading the effort to drastically
improve and upgrade the quality of our operations to meet the
expectations of our clients.

As members of the Audit Committee, which is an institution of
the Board of Directors, we want to actively express our opinions on
management issues and contribute to their achievement.
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SuMi TRUST Bank — President’s Message

Creating a virtuous circulation from

our “Purpose” as the point of origin

People wish to believe in the future and entrust things of value to their destiny. The pur-
pose of trusts, and our Company, is to turn that aspiration into reality.

Trusts have a wide variety of functions, but | would like to highlight their “time conver-
sion” function. By this | mean the ability to take our clients’ desires and aspirations for
the future and realize them. In this sense, trust has the ability to open the gate for the
future.

Today, the global COVID-19 pandemic is highlighting the challenges and contradictions
in society and accelerating the changes of our era. In addition, the movement in response
to the risk of global climate change has become a major trend that has the potential to
fundamentally alter our current social infrastructure and industrial establishment.

In this era of unpredictability, we need to deliver appropriate solutions that open a
path to the future for our clients, we need to present a new value paradigm. Creating
new value requires innovation. Innovation can be accomplished by developing novel
technologies, creating something out of the void, but also by combining disparate things

that already exist.

Our strength has traditionally been our ability to integrate a wide variety of businesses.
Going forward, we will continue to develop new businesses by assembling a diverse work-
force with expertise, creativity, and comprehensive capabilities, and by demonstrating
teamwork, with the common understanding of the Group's “Purpose,” which shall not
waver through the changing times.

Today, the current tide of the times is clearly in our favor.

Looking back, since our founding, we have always evolved to fulfill the demands of the
era. We have boldly ventured into new businesses while contributing to the development
of our country by solving social issues and creating new value based on the relationship of
trust with our clients.

Times of uncertainty and unpredictability are precisely when we should reiterate our
principles and functions of a trust bank and justly address financial and social issues facing
our country. Through this process, ten years into the future, we would become the com-
pany of choice leading the virtuous circulations of funds in society. This is the evolution of
"The Trust Bank” that | envision.

In the process of this evolution, we will combine our capabilities across more businesses
than ever before to create and nurture new value and meet the needs of our clients and
society. By doing so, we will create a virtuous circulation that will allow us to flourish as our
clients’ most trusted “Best Partner,” thereby letting prosperous future for our clients, soci-

ety, and ourselves bloom.
July 2021

President

Sumitomo Mitsui Trust Bank, Limited
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Business Strategy

Global Markets
Business

¥54.4 billion

Asset Management

Net business profit

Business

¥1 5.5 billion

Wholesale Financial Services*?

Retail Total Solution Services

Business before credit costs
by segment ¥1 32.1 billion
¥29.8 billion (FY2020)
Fiduciary Services ¥294.7bi|lion*“
Business L )
*1 This figure also includes corporate manage-
¥34.7 billion ment department costs not categorized
into any reportable segment, in addition to
Real Estate Stock Transfer Agency net business profit before credit costs for
Business Services Business each segment

¥25 .5 billion

M Net business profit before credit costs

*2 Wholesale Total Solution Services Business
and Wholesale Asset Management Business

¥20.8 billion

Retail Total Solution Services Business

(¥ bn)
40.0

30.0
228

200 153 155

10.0 7.3

0 m—
-1.2
-10.0
2018 2019 2020

B Non-consolidated* [l Consolidated

Individual

Net business profit before credit costs decreased ¥8.5 billion year
on year to a loss of ¥1.2 billion on a non-consolidated basis and
decreased ¥7.3 billion to ¥15.5 billion on a consolidated basis. This was
due to a steady performance of mortgage loan-related revenue but a
decrease in both investment trust and insurance sales fees and admin-
istration fees in investment management consulting services.

Major subsidiaries and affiliated companies

= Sumitomo Mitsui Trust Life Partners
= SBI Sumishin Net Bank

= SuMi TRUST Bank
= Sumitomo Mitsui Trust Club

= Sumitomo Mitsui Trust Wealth Partners

Wholesale Total Solution Services Business

(¥ bn)
150.0
1234 132.5 132.1
102.8 102.3

100.0 953
500
0

2018 2019 2020

B Non-consolidated* [l Consolidated

Corporate Investor

Net business profit before credit costs roughly remained flat year on
year at ¥102.3 billion on a non-consolidated basis and ¥132.1 billion
on a consolidated basis. This was due to a decrease in client related
revenue such as derivatives and structured deposits, which offset an
increase in revenue backed by commitment lines and syndicated loans
for COVID-19-related fund needs.

Major subsidiaries and affiliated companies

= Sumitomo Mitsui Trust
Loan & Finance

= SuMi TRUST Bank

= Sumitomo Mitsui Trust

Panasonic Finance = Sumitomo Mitsui Trust Bank (Thai)

® Zijin Trust

Stock Transfer Agency Services Business

(¥ bn)
300
20.8
19.7

200 177 184 176 184
10.0

0

2018 2019 2020

I Non-consolidated* [l Consolidated

Corporate

Net business profit before credit costs increased ¥2.0 billion year on
year to ¥19.7 billion on a non-consolidated basis and increased ¥2.3
billion to ¥20.8 billion on a consolidated basis. This was owing to an
increase in fees sensitive to market conditions such as stock transfer
business advisory fees backed by an increasing number of sharehold-
ers, and to a steady revenue from various consulting services.

Major subsidiaries and affiliated companies

= SuMi TRUST Bank = Sumitomo Mitsui Trust TA Solution

= Tokyo Securities Transfer Agent = Japan Stockholders Data Service

= Japan Securities Agents Company

Real Estate Business

Individual Corporate

In the second half, brokerage transactions for corporate clients capturing

(¥ bn)
40.0 corporations’ needs to realize unrealized value of real estate for finan-
01 324 cial closing and also real estate brokerage services to individual clients
30.0 i 258 55 remained robust. On the other hand, owing to a significant impact of the
23.1 213 decreased earnings in the first half caused by constraints on sales activi-
200 ties, net business profit before credit costs decreased ¥4.4 billion year
on year to ¥21.3 billion on a non-consolidated basis and decreased ¥6.8
10.0 billion to ¥25.5 billion on a consolidated basis.
Major subsidiaries and affiliated companies
0
2018 2019 2020 = SuMi TRUST Bank = Sumitomo Mitsui Trust
[5 Non-consolidated* [l Consolidated = Sumitomo Mitsui Trust Realty Research Institute
o . . o Investor
Fiduciary Services Business
(¥bn) Market value remained robust throughout the year, with both assets
40.0 387 363 under management and assets under custody remaining stable. On the
332 347 other hand, investment profit of surplus funds of Sumitomo Mitsui Trust
30.2 30.9 . .
300 Bank (U.S.A.) decreased owing to lower U.S. interest rates. As a result,
net business profit before credit costs increased ¥0.6 billion year on
200 year to ¥30.9 billion on a non-consolidated basis and decreased ¥1.6
billion to ¥34.7 billion on a consolidated basis.
100 Major subsidiaries and affiliated companies
0 = SuMi TRUST Bank = Sumitomo Mitsui Trust (Ireland)
2018 2019 2020 = Custody Bank of Japan = Japan Pension Operation Service
¥ Non-consolidated* [l Consolidated = Sumitomo Mitsui Trust Bank (U.S.A)
. Investor
Asset Management Business
) Net business profit before credit costs increased ¥0.2 billion year on
40.0 year to ¥29.8 billion owing to an increase in assets under management
295 208 of core asset management subsidiaries, Sumitomo Mitsui Trust Asset
30.0 i i Management and Nikko Asset Management, following the recovery of
242 market value and cash inflows.
20.0
100 Major subsidiaries and affiliated companies
= Sumitomo Mitsui Trust = Sky Ocean Asset Management
0 Asset Management = JP Asset Management
2018 2019 2020 = Nikko Asset Management
B Consolidated
. Individual Corporate
Global Markets Business f
(¥bn) Net business profit before credit costs decreased ¥3.1 billion year on
60.0 57.5 54.4 year to ¥54.4 billion due to a decrease in client service-related revenue
following declining client flows, which offset a steady performance of
investment business backed by flexible position management.
40.0
303
200 Major subsidiaries and affiliated companies
= SuMi TRUST Bank
0
2018 2019 2020

I Non-consolidated*

*SuMi TRUST Bank
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Business Strategy

Initiatives for
Individual Clients

Sincerely addressing the life of clients, we will provide security and peace of mind through proper and

sophisticated solutions catering to their life plans that exceeds client expectations. Moreover, we aim to

become the “Best Partner” in an age of 100-year life by contributing to solving clients’ issues such as asset

management and formation, asset administration, and asset succession in line with an increase in longevity.

Social issues to actively address

Il Asset administration suited for Japan’s super-aging society and asset formation of individuals

Supporting the asset formation generation for
the working generation, particularly people still in
the wealth accumulation stage of life

There is a growing need of managing and building assets
through self-help efforts towards a peaceful old age. To
provide consulting services and propositions catering to the
needs of each and every client in consideration of their diver-
sified work styles and lifestyles, we will spearhead the industry
to establish and provide online consultation and paperwork
that are easy to use for the working generation. Furthermore,
by fostering long-term relationship with more clients, we aim
to grow in tandem with clients through expanding assets

under management.

Providing asset administration and succession support
that help find solutions to issues like dementia

As we approach an era in which more people will live to
be 100 years old, there is growing interest among our clients
about leading long and fulfilling lives. At the same time,
worries and concerns about the administration and succes-
sion of assets during old age are emerging as social issues.
Our Group makes efforts to solve each client’ issues, making
the most of the significant expertise and various products
and services of a trust bank group. We strive to understand
clients’ intentions and support their secure and peaceful
lives through asset administration for future concerns about
dementia and health conditions and smooth asset succession

to the next generation.

Business environment awareness

Environment awareness and issues

* The spread of COVID-19 pandemic, prolonged negative interest
rates, lower fees on financial instruments

* Reform of operational processes and branches to address
medium- to long-term population decline and digitalization

Opportunities and strengths
e Strategic deployment centering on client-oriented total consulting

e Broad client base, from people in the asset formation generation
to seniors

* Heightened need for asset formation and property management
in Japan’s super-aging society and the Group’s diverse lineup of
products and services

Key
measures

1

While enriching fine-tuned products and services to the
asset formation generation, pre/post retirement generation,
and seniors, we will strive to enhance our consulting skills and
accumulate our know-how, thereby honing our life-plan and
financial-planning consultation services considering life events
by each generation. In addition, while extending the scope
holidays and after-hours openings and also online consulta-
tion services to enhance the convenience for clients, we aim
to expand consulting opportunities through a touchpoint with
wide variety of clients.

Key
measures

2

As we approach an era in which more people will live to
be 100 years old, there is a growing concern about the funds
necessary after retirement and also a growing interest in finan-
cial planning. What is more, we see increasing needs for asset
management and formation through self-help efforts. We will
help clients design life plans through appropriate consulting
while making efforts to enrich product lineups of installment
investment and level premium insurance, which allow for small
initial capital outlay as an installment-type product. We also
strive to establish a user-friendly environment for clients of the
working generation, such as holding online seminars and pro-
viding consultation opportunities.

Key
measures

3

We have made efforts to provide asset formation products
tailored for HR system of each individual company to our busi-
ness partners and their employees for many years. While inter-
est in prolonged second life and asset formation is growing in
this age of 100-year life, we not only deliver useful information
through fruitful online seminars, but also provide life plan
consulting services, which take advantage of our strength as
a trust bank group, to the employees of our business partners
considering the retirement benefits and corporate pension
plans of each company.

Initiatives in consulting services by generation

Clients that hold a managed financial product
(Thousand People)

800
600
422 426 440 441 430
400
200 274 285 293 296 300
0
March 31, March 31, March 31, March 31, March 31,
2017 2018 2019 2020 2021

B Asset formation generation + Pre/post retirement generation (under 65) B Seniors (65+)

* Clients of SuMi TRUST Bank that hold a managed financial product
*Managed financial products: investment trust, discretionary investment management
product, life insurance, foreign currency deposits

Initiatives related to asset formation of the working generation

Clients that hold an installment investment product

(Ten Thousand People)
15

12.8
9.9
10 79
49
5
1.3
0
March 31, March 31, March 31, March 31, March 31,
2017 2018 2019 2020 2021

* Clients of SuMi TRUST Bank that have an installment investment contract (automatic pur-
chase plan of an investment trust)

Life plan support program for work place

Companies and subscribers to installment savings and other products

(Companies) (Ten Thousand People)
800 27.6 30
247 261
600
400 15
200
263
0 0
March 31, March 31, March 31, March31, March31, March 31,
2016 2017 2018 2019 2020 2021

[l Companies that adopt workplace installment-type NISA schemes (left axis)
Il Companies that adopt installment savings schemes (left axis)
=o= Subscribers to installment savings and asset formation business advantage (right axis)
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Business Strategy / Initiatives for Individual Clients

Key
measures

4

As an aging society is advancing, we provide consulting
services catering to every client to address future concerns
about dementia and their health as well as various issues
arising in inheritance and succession to the next genera-
tion. In an age of 100-year life, we will bolster and enrich our
products and services, including “100-Year Life Solution Trust
(100-Year Passport)” that unites the functions of “saving,”
“spending,” “handing over” funds, so that the clients in their
senior years can utilize our financial and property administra-
tion services securely and peacefully.

Key
measures

5

UBS Group—which offers the world's leading asset manage-
ment and securities services—and SuMi TRUST Bank—which
offers a wide variety of products and services such as inheritance,
asset succession, and real estate services—provide one-stop
total wealth management services by our dedicated staff with
significant expertise through combination of strength and brand
value of both groups. Especially in our asset management solu-
tion, we will fulfill clients’ expectations by offering unique propo-
sitions taking advantage of UBS Group's global strength.*

* After the summer of 2021, the Wealth Management Business of UBS Securities Japan
Co., Ltd. is planned to be split to establish a new securities company, in which SuMi
TRUST Holdings will acquire a 49% stake.

Key
measures

6

Channel reform

There is a growing consultation need using web confer-
ence tools following the penetration of digitalization and also
changing behavior patterns due to the spread of COVID-19.
Accordingly, in the first half of FY2021, we established an online
consulting plaza aiming to provide high-quality consulting ser-
vices equivalent to the ones at branches, in the online environ-
ment, removing time, location, and personnel constraints. As
for branches, by introduction of online consultation services
infrastructure, we will bolster them as the place for face-to-face
consultation through introduction of next generation branches
and function-oriented consultation branches.

Initiatives in seniors’ needs for asset administration and succession

Number of asset administration-type Number of will trusts
products* offered
(Ten Thousand Cases) (Ten Thousand Cases)

20 4.0 14

1 .
6 3.0
12 2.5
1.0 20
0.3
0 0

March 31, March 31, March 31, March 31, March 31, March 31,
2015 2018 2021 2015 2018 2021
* Guardianship System Support Trust,
Anshin Support Trust, 100-Year Life
Solution Trust, and others

Initiatives to promote high-net-worth client businesses

Number of online consultations

(Cases)
6,000 5318

4,000

2,317
2,000
574
0
Jul-Sep 2020 Oct-Dec 2020 Jan-Mar 2021

* Number of online consultations offered in SuMi TRUST Bank (including the cases where
family members also attended the meeting online)

Initiatives in social issue-solving businesses

With the arrival of an age of 100-year life, Japan has seen the most Impacts on SDGs
significant increase in longevity in the world. Therefore, Japan is not only

GOOD HEALTH DECENT WORK AND
AND WELL-BEING ECONOMIC GROWTH

forced to review its social systems supporting the lives of its people, such
as pensions and social security, but also needs to address and prepare in
advance, to tackle various issues so that individuals can spend a secure
and fruitful life after their retirement. Our Group utilizes the functions of
trust services to provide high added-value solutions to issues surrounding
individuals in Japan's super-aging society, thereby contributing to safe-
guarding personal assets, securing sound living arrangements, and offer-
ing a peace of mind to the persons concerned and their family members
in preparation for a deterioration in discretion caused by dementia and
other mental disorders.

In 2019, SuMi TRUST Bank established the 100-Year Life Solution
Department to provide proper solutions for various issues that could arise
to individual clients in an age of 100-year life. To offer peace of mind,
security, and joy, the 100-Year Life Solution Department bolsters and
accelerates its initiatives to develop products and provide solutions utiliz-
ing its many years of accumulated know-how.

Development of products and services

While new behavior patterns are required due to the spread of COVID-19, people are showing mounting
interest in corporate initiatives to consider the environment and society. Accordingly, SuMi TRUST Bank supports
the initiatives in environmental and social issues from the aspect of finance.

Initiative example: Green Deposit

Green Deposit is a foreign currency time deposit which proceeds are used
solely to fund projects that will contribute to improvement of environmental
issues, such as renewable energy, including solar power and wind power
generation, as well as environmentally friendly property. We consider it part
of our social responsibilities as a financial institution to connect individual
clients—who are highly interested in environmentally- and socially-friendly
corporate initiatives—and domestic/overseas companies and investors engaged
in environmental, social, and governance (ESG) investing, and will contribute to
achieving a sustainable society through these initiatives.

In an age of 100-year life, we create social value through providing peace of
mind and joy to clients. At the same time, we will proactively engage in developing
financial products and services based on the Creating Shared Value (CSV) concept
that creates its economic value.

Initiative example: Housing Will
We have launched a "housing will” service to safekeep clients’ will regarding
their residential property as a contingency for the worst case during the

repayment period of mortgage loans. Thus, we provide peace of mind to clients

with this first service in Japan, which allows for easy preparation of a will to
prevent their precious family members from taking pains in the procedures of
dividing the estate. (We safekeep a will free of charge.)
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Business Strategy / Initiatives for Individual Clients Business Strategy

Initiatives for
Corporate Clients

Promoting financial inclusion

To broaden access to finance for everyone, the Group has engaged in various initiatives leveraging its diverse
functions and network as a trust bank. The initiatives include products and services related to inheritance and
gift, asset administration, and housing, and also joint research and dissemination of information towards the
achievement of “productive aging,” where elderly people continue to participate in society proactively.

In particular, while a community-based comprehensive care system has become more important, financial
institutions that engage in asset administration of elderly clients are also expected to play a significant role.
Accordingly, our nationwide branches are proactively involved in building regional comprehensive care systems
through collaboration with community-based comprehensive support centers and participation in case study
groups hosted by health professionals. (For details, see page 89.)

While the business environment surrounding companies has been drastically changing and become

. . complicated, corporate clients are faced with issues that cannot be solved by products and services
Research and delivery of life plans

We are committed to develop and update related knowledge to create a new social model for an age of 100- offered Separatel}" Therefore, we aim to become the “Best Partner” financial institution for clients by

year life. further bolstering our versatility and expertise as a trust bank group.
Initiative example: Initiative example:
Trust Future Assets Institute Housing options—Towards “Aging in Place”—

In a society where living for 100 years is taken for With a focus on housing, which plays a key role for

‘DUl ‘sBUIP|OH 3SNJ] INSIIA OWOHWNG

64 The business environment surrounding companies has While net-zero carbon emissions and climate change 65
o been rapidly changing and growing more complicated by the measures have been accelerating as a solid trend, we have N
S day, including innovative IT technologies, industrial materials, focused on ESG themes—one of the top priority issues for ]
g the advent of industrial technologies, and global changes in every client—since its early stage. In the sustainable finance g
S politics and economy. field, we lead the positive impact finance solutions to sup- 3
B The SuMi TRUST Group has provided various highly- port fund flows to the areas required in society. This finance 3
g specialized functions expected of a trust bank to corporate solution is to commit to achieving the set goals by compre- {c‘?

granted, life options and possibilities are boundless.
Sumitomo Mitsui Trust Future Assets Institute sur-
veys, researches and publishes on ways to accumu-
late and utilize assets for everyone to live peacefully

elderly people to maintain quality of life and peaceful
lives, we have utilized various Group functions to great-
ly enrich the content of the digest report for seniors
"Consideration of Senior-Generation Housing.”

and cheerfully in the future. (For details, see page 91.)

Sharing and empathy with clients

We are expanding the ways to share information with clients and obtain their empathy effectively. More spe-
cifically, we hold online seminars on end-of-life procedures and inheritance measures, or deliver video contents
that help clients understand the agenda of an age of 100-year life regardless of time or place.

Initiative example: Reality of an age of 100-year life
Influencers with different lifestyles and ages talk about their issues in honesty.

Social issues to actively address

Il Sustainable growth of Japan's economy and corporations (both financial and non-financial issues to be considered)

Support corporate clients’ initiatives to strengthen governance and engage in sustainability while meeting various financial needs

clients, such as loans, real estate brokerage, and stock trans-
fer agency services, and has also helped to solve both visible
and intangible issues, thereby leading to the enhancement of
corporate value and solving of social issues.

Moreover, we have made efforts to achieve optimal asset
management mainly for financial corporation and non-profit
organization clients, leveraging our diverse and accumu-
lated know-how in asset management and administration
ranging from securities, real estate, and private equity to

other projects.

hensively analyzing and evaluating the impacts of corporate
activities on the economy, society, and the environment.
We also offer other distinctive services such as governance-
related consulting in the stock transfer agency services field
and CASBEE certification* in the real estate field.

Moving forward, we will further bolster the solutions that
utilize non-financial information such as ESG/SDGs, and
thus contribute to expanding clients’ businesses and solving

social issues.

* For details, see page 69.

Business environment awareness

Environmental awareness and issues
* Heightened uncertainty due to pandemic and other factors

e Further expansion of net-zero carbon emissions and climate
change measures

e Financial business model transformation driven by digitalization

Opportunities and strengths

* Specialists that allow for providing high value-added services
to clients

* To offer diverse and highly-specialized comprehensive solutions
through obtaining and analyzing non-financial information
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Business Strategy / Initiatives for Corporate Clients

Key
measures

1

Taking advantage of touchpoints with diverse stakeholders
through our banking operations and trust services in addition
to a wide variety of product lineups, our Group connects cli-
ents with stakeholders and offers total solutions that lead to
the enhancement of corporate value. As clients are especially
interested in ESG themes, we will fulfill clients’ needs through
the newly established ESG Strategy and Solution Department.

We will contribute to the development of the whole society
through solving ESG and other issues.

Key
measures

2

As part of initiatives to bolster our support to startup firms
(innovative companies) that create new industries or value,
SuMi TRUST Bank established a dedicated unit (Innovative
Corporate Promotion Department) in April 2020, and launched
the CVC* fund “SuMi TRUST Innovation Fund” in September
2020. By achieving a virtuous circulation from supporting busi-
nesses through equity investment to reinvesting the return, we
will contribute to solving social issues, leading to the expan-
sion of the future client base and the strengthening of the
Group's innovation.

* Corporate Venture Capital

Key
measures

3

We seamlessly support shareholder-related practices mainly
for general meetings of shareholders and also support the IR/
SR, governance, and executive compensation areas, utilizing
the precious data, information, and case studies gained from
our client base, which is number one in the industry in terms
of both the number of listed companies under management
and the number of shareholders under administration. We will
support clients” growth as their “Best Partner” by continuously
providing secure and robust social infrastructure functions,
strengthening our solutions related to governance and offer-
ing sophisticated dialogue with investors.

Stepping up ESG-oriented total solutions

Perspective as
an institutional investor

Information
disclosure

Experience in promoting
sustainability as an issuer

h 4

[ Information disclosure ]

Engagement

[ Engagement ]

[ Integration into management ]

Promoting transactions with innovative companies

Initiatives to support innovative companies

Contribute to solving Strengthen the Expand future
social issues Group's innovation client base

CVC (equity) o
T :
}A4 (IPO support) o
SuMi TRUST Wealth management m

SUMITOMO MITSUI TRUST BANK

Business matching Innovative companies

Initiatives to help clients strengthen their governance

Market share of the Stock Transfer Agency Services Business in
the industry* (as of March 31, 2021)
<Number of listed companies under management> <Number of shareholders under administration>

Number one in the industry Number one in the industry

*The total number of SuMi TRUST Bank, Tokyo Securities Transfer Agent Co., Ltd., and
JAPAN SECURITIES AGENTS, LTD.

Key
measures

Enhancement of real estate value for clients

4

We contribute to enhancing corporate and asset value of

Operations and Assess real estate conditions | COYPOrate management
corporate clients and solving managerial issues by providing administration Putin order issues SEEER}]

versatile functions to each requirement of real estate value

Strategic
planning
of real estate]

N v
Plan and review
real estate strategies

chains ranging from strategy planning, acquisition, administra-
tion and operations, to divestment and portfolio rebalancing

Real estate

related to real estate. By providing these functions, we aim to value chain

become the “Real Estate Best Partner” that clients trust and La?;:ig’,’:';:;i,

seek advice from the very beginning.

Rental Execution
e Buying and selling

Key
measures

5

Contribution to regional economic ecosystem

aging society and population decline, innovation-driven and

Regional economic ecosystem
. . . . Local municipalities < Regional innovation A
Through platform offering-type businesses entailing various - e
-~~~ Bolstering management capabilities

Smart city y .
expertise such as inheritance and succession, real estate, and Economic evitalzation “*{Regional finance " Cooperation between industry and aadeia

Business model reform

While changes to social structures progress, such as an ( Local residents )
resident-oriented regional economic ecosystems that utilize )

regional characteristics are becoming increasingly important.

asset management, our Group contributes to the local com-

munities by networking local municipalities, universities, and _ ) _ '
Positive impact Inheritance and succession Integrated report preparation

local companies, centered on the regional financial institutions evaluation Real estate and property management Consulting
that carry the burden for the local economy. Start-up business support
Versatile total solutions contributing to solving regional issues

Our Group

Key
measures

Global Market Business that supports smooth circulations

6

We satisfy clients’ needs by providing the total solutions

expected of our Global Markets Business embedded with the

Market risk management know-how -
Financial markets

/s/‘/ Foreign

- exchange

DNA as a trust bank: “to overlay our issues with the issues of Clients

the client and work to solve them together.” Leveraging our

many years of techniques and investment know-how in having Individuals
managed market risks entailed in the balance sheet of SuMi
TRUST Bank, we bolster our market-based total solutions for
Interest rates

clients through structuring of products and services. Companies Market-based total solutions

Solve clients' issues together
Stocks
Credits

0
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Business Strategy / Initiatives for Corporate Clients

Initiatives in social issue-solving businesses

Il Total solutions towards solving ESG/SDGs challenges

Our Group has stated “sustainable growth of Japan’s economy and corporations (both
financial and non-financial issues to be addressed)” as the social issues that the Wholesale
Total Solution Services Business should address in the Medium-Term Management Plan.
In addition, an increasing number of companies are strengthening their ESG/SDG mea-
sures as growth strategies in the post-COVID-19 world, including climate change-related
measures towards the achievement of carbon-free societies. Our Group also supports the
enhancement of clients’ corporate value leveraging our sustainability-related know-how
and networks accumulated through the engagement with stakeholders.

Impacts on SDGs

M
oy

Linked to all 17 goals
of the SDGs

I Environmentally friendly property initiatives

The amount of CO2 emitted from the construction and management of buildings is said
to account for approximately 40% of all COz emissions in Japan, including indirect emis-
sions. In addition, given that humans spend a lot of time indoors, indoor environments
naturally affect the health and productivity of occupants. As real estate has a significant
impact on the environment, society, and the economy, integrated initiatives for achieving
the SDGs are considered to be highly beneficial in improving the sustainability of these
three aspects. Therefore, the Group aims to further promote energy-efficient and resource-
efficient cities and buildings, as well as the wide adoption of environmentally friendly prop-
erties that contribute to improving production efficiency. In particular, as the number one
company regarding the entrusted balance of securitized real estate in the industry, we will
continue to advance initiatives that contribute to enhancing property value mainly through

Links between environmentally
friendly property and the SDGs

Environment
(Energy, water, resources, biodiversity, etc.)
ure

RESPONSIBLE
AND PRODUCTION

N
(Indoor environment, health/
comfort, safety/security, etc.)

500D HEALTH
AND WELL-BEING

13 o

Economy
(Property value,
corporate value, etc.)

DECENT WORK AND
ECONOMIC GROWTH

o

Positive impact finance (PIF)

The conditions of offering PIF are as follows: comprehensively
analyze and assess the impacts of corporate activities on the
economy, society, and the environment (positive and negative
impacts); set goals to alleviate negative impacts and expand
positive impacts; and commit to realizing these goals. As recog-
nition of this product concept, SuMi TRUST Bank was awarded
the LCA Japan Forum Chairman’s Award at the 17th LCA Japan
Forum in February 2021, following a

Gold Award in Loan at the 1st “ESG - ‘

. " 9 v
Finance Awards Japan” in February "‘)
2020. Starting from the first in March {‘_}
2019, we have won 17 awards as of X

Transition finance (transition loan)

Transition loans are offered to support CO2 reduction efforts
in line with long-term corporate strategies to effectively
address climate change-related risks towards a transition to
a low-carbon society. In February 2021, SuMi TRUST Bank
entered into the first transition loan agreement in Japan. The
fund is used to acquire next-generation environment-type LNG
fuel vessels for transporting automobiles.

Financial schemes

SuMi TRUST Bank Borrower

A third-party organization assesses

four transition elements below:

(1) Climate transition strategies
and governance

Third-party evalua-
tion body

(2) Materiality of business models

(3) Scientific evidence

(4) Transparency

Renewable energy finance projects

In addition to promoting the deployment of large-scale proj-
ects such as wind and solar power generations through project
finances, SuMi TRUST Bank originates and manages renewable
energy funds that invest money solely on renewable energy-type
large-scale power generation businesses. Particularly in Japan, the
deployment and expansion of offshore wind power generation is
gaining attention. More specifically, biddings for offshore power
generation in the open seas have started, in addition to the cur-
rent biddings for solar and onshore wind power generation,
towards the achievement of a carbon-neutral society in 2050.
In total, the electricity generation capacity of projects in which
SuMi TRUST Bank has been involved amounts to 15,549 MW,
generating 41,390 GWh annually. Accordingly, its annual impact
of reducing CO:z is 17.79 million tons of COz. The total electricity
generation capacity to which our Company contributes per ratio
is 2,981 MW, generating 6,105 GWh annually. Its annual impact of
reducing COz is 2.74 million tons of COz.

Consulting that supports sustainability management

Combining the perspective as an institutional investor that
has engaged in asset management business for many years and
the sustainability perspective and experience as an issuer, SuMi
TRUST Bank contributes to achieving a sustainable society by
comprehensively supporting the critical elements of “integration

into management,” “information disclosure,” and “engage-
ment” for promoting sustainable management.

Disclosure
Information support

disclosure

Deployment
support Execution of
sustainable
. management
Integration
into Engagement
WELELENLE

Promotion

Dialogue
support

support

high levels of environmental performance, which boosts revenue and reduces risks.

CASBEE certification support consulting

Under the guidance of the Ministry of Land, Infrastructure,
Transport and Tourism, CASBEE (Comprehensive Assessment
System for Built Environment Efficiency) was developed as a meth-
od to evaluate and rank the environmental performance of build-
ings. SuMi TRUST Bank played a leading role in the development
of CASBEE for Real Estate and related economic impact surveys.
We also have focused on developing Japan's environmentally
friendly property market based on CASBEE, including expansion
of certification support consulting (see our lineups below).

Environmental Environmental Specializing in health
considerations in considerations in and comfort of
buildings urban development office workers
CASBEE
CASBEE for CASBEE-WO
for Urban .
Real Estate (Wellness Office)

Development

Construction and operation-phase support for
environmental considerations

SuMi TRUST Bank commercialized Japan'’s first land trust
product in the 1980s and is involved in developing and operat-
ing many building and condominium projects. Our construction
consulting services leverage this extensive experience. In this
construction consulting service, we offer advice on factoring in
environmental considerations in line
with client requests, such as installing
energy-saving systems in buildings,
taking into account landscapes and
ecosystems, extending building lifes-
pans, and adopting recycling systems.
* For more information, refer to our 2020/2021

ESG Report—Environmentally Friendly Property.

Hiroshima Orizuru Tower (Hiroshima Prefecture)

I Initiatives in real estate governance

Facility management

Facility management refers to management activities in which
companies, organizations, and others comprehensively plan,
manage, and utilize facilities and their environment for orga-
nizational activities. The facility management operations of
SuMi TRUST Bank not only controls real estate-related costs
and streamlines operations, but also proposes proper solutions
including the review of back-office operations (e.g., general
affairs, administration of property) from the perspectives of total
optimization, thereby supporting clients’ initiatives to strengthen
real estate-related governance.

Facility management services menu

Support
office network

Visualization of C )
real estate data LN

strategies
Real estate
strategy cycle
Support the
Help desk building of

a management
system
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Business Strategy

Initiatives for
Investor Clients

While asset management business is expected to expand in the long term, there is intensifying competi-
tion and higher uncertainty driven by tightening regulations. As a result, new products and services are
required to match the new era such as the revision of the pension system in line with an extension of
the retirement age. In our business to investor clients, we will offer group-wide solutions with significant
expertise and know-how in each area, including asset administration, pension consulting with systems and

management integration.

Social issues to actively address

I Diverse asset management opportunities, development of investment chains

Strengthening investment products by leveraging our
Group's characteristics in addition to traditional assets

In a series of investment chains where investee compa-
nies’ growth and increasing invested assets deliver returns
to investors and thus lead to the growth of the society as a
whole, our Group utilizes our multiple distinctive asset man-
agement companies to proactively play a role, thereby con-
tributing to creating a virtuous circulation.

Our Group's asset management companies offer full lines
of asset management services to various clients in Japan
and overseas. With a focus on private assets such as unlisted
shares (private equity) and tangible assets (e.g., aircraft, real
estate), SuMi TRUST Bank contributes to achieving clients’
optimal asset management through providing a complete
package, from propositions to product development and

follow-up services.

Providing efficient and high value-added services in
various investment processes

We provide client-oriented and high value-added services
to institutional investor clients as a group based on fiduciary
spirit. Leveraging expertise and know-how unique to asset
management companies, we help clients concentrate on
streamlining operations and concentrate in competitive fields
through providing securities administration operations backed
by outsourcing of back- and middle-office operations.

Catering to expanding alternative products other than tra-
ditional assets, we combine our expertise and know-how accu-
mulated in securities administration with the administration
businesses for real estate, monetary claims, and other assets,

thereby promoting sophisticated asset administration services.

Business environment awareness

Environment awareness and issues
* Expanding global asset management markets

* Downward pressure on fees due to increasing passive
management, intensifying competitions, and stricter regulations

* Expanding investment needs on private assets

Opportunities and strengths
® The largest balance of assets under management in Asia
 Diverse sales channels in the domestic investment trust market

* Complete package of services in every area of investment chains

Key

S\ Offering long-term seller products that serve as the core of

1 asset formation

Sumitomo Mitsui Trust Asset Management has one of the
largest assets under management in Asia. We aim to further
expand in the growth area of the domestic retail market in
addition to bolstering our accumulated presence among
domestic institutional investors.

While offering optimal asset management solutions to
clients, the company expands product lineups in the defined
contribution pension plan market leveraging our robust client
base and also bolster its support system. We will contribute
to solving social issues mainly through ESG engagement with
investee companies.

Key
measures

2

Nikko Asset Management (Nikko AM) will continue to draw
on its strengths to provide innovative products and services
to its clients. Those strengths include a network of offices
(including JVs) spanning 11 countries, unique product devel-
opment capabilities that take active advantage of this global
network, and distributor support services. We shall also
bolster overseas distribution capabilities and expand invest-
ment areas including illiquid assets to achieve a sustainable
growth. Moreover, Nikko AM will lead the ETF business with
one of the largest volumes in Japan by promoting global ETF
businesses mainly in the Asian markets.

Key
measures

3

As low interest rates remain firmly in the world, inves-
tors have been showing higher interest in private assets
that target unlisted stocks and tangible assets such as real
estate and renewable energy power generation projects.
Leveraging our consulting capabilities as a trust bank, afflu-
ent insights in investments and loans, and product develop-
ment capabilities that utilize trust functions, we will provide
investment opportunities for diverse private assets through
expansion of product lineups and providing information and
other investment support.

DC investment trusts

(Trillion Yen)
2.0 1.8
15
1.1

10 07
0.5

0

March 31, 2015 March 31, 2018 March 31, 2021

Providing innovative cutting-edge products

Balance of domestic ETFs

(Trillion Yen)
121

12.0

8.0 6.6

4.0 26

March 31, 2015 March 31, 2018 March 31, 2021

Providing investment opportunities for diverse private assets

Asset under management of private assets

(Trillion Yen) 31
3.0
2.1
20
10 0.7
0
March 31, 2017 March 31, 2019 March 31, 2021
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Business Strategy / Initiatives for Investor Clients

Key

i Combination and expansion of investment management know-how

4 as an institutional investor

By combining asset management know-how of our Group
to meet clients’ various needs, we promote the sophistication
of each consulting service and the strengthen our offering of
high-quality products within and outside our Group. Towards
the achievement of a sustainable society, we also create eco-
nomic value and social value through expanding ESG-related
investment products and visualization of social returns.

LG
measures

5

We promote the group-wide sophistication of our services
both in Japan and overseas to meet various needs of asset
management companies and investors. We combine our
expertise and know-how accumulated in securities administra-
tion with the administration business on real estate, monetary
claims, and other assets, thereby pursuing higher quality of
asset administration services and enhancement of added value.

Key
measures

6

We proactively support the enhancement of clients’ well-
being through provision of corporate pension plans and the
whole welfare services to clients’ employees, who are essential
to realize a sustainable improvement of corporate value. While
interest in human capital management is increasing against the
backdrop of a global trend of SDGs and ESG, an extension of
the retirement age, and the revision to CGC, we provide life
plan management services unique to our Group by supporting
one-stop asset formation activities for employees of corporate
clients, in addition to offering system consulting on defined
benefit pensions (DB) and DC in which we administer the num-
ber one client base in the industry.

Supporting clients’ well-being

Solution products

Provisiontodivers—

pensions [ Individual clients ] [ Corporate clients ]

(different age groups and wealthy individuals) | | (corporations, financial/non-profit organizations)

Corporate

Consolidation of . .
knowledge * High value-added consulting

o Various investment products  ® Administration tools, know-how

Offering optimal solutions that transcend business frameworks
B 5“”"19 e et Consolidating product information
investor needs

Asset administration operations that underpin investment chains

Assets under custody of the Group
(Trillion Yen) (100 Million Dollars)

210 181.2 6,000 5,274
140 4,000

70 2,000

March 31,2013 March 31, 2021 March 31,2013 March 31, 2021

M Other than investment trusts M Fund administration
M Investment trusts M Custody

DC plan members

(Ten Thousand People)

156
160
120 9
80
40
0
March 31, 2014 March 31, 2020

Initiatives in social issue-solving businesses

We will make efforts to solve social issues and enhance corporate value through engagement activities with various investee

companies in Japan and overseas.

ll Top-down engagement activities of Sumitomo Mitsui Trust Asset Management

In September 2019, Sumitomo Mitsui Trust Asset Management established ESG investment policy and specified ESG materiality.
The company set 12 ESG themes based on this policy, and has been promoting sophisticated top-down engagement activities.

After selecting target companies for each ESG theme

New
initiatives 12 ESG themes in top-down engagement

among investee companies, the company sets goals (long-
term goals) and backcasting-based targets (intermediate

goals) in line with ESG issues and ESG management levels,

Climate change issues
Natural capital, resource conservation
Prevention of environmental

destruction al uti
Environmental business opportunities

Promotion of corporate actions
Sustainable local communities Stable and fair governance system

thereby promoting engagement activities. It also manages

engagement status in four stages for each ESG theme and

Health and security . . .
monitors subsequent execution of the measures until those

Supply chain management

on
E laby
Engag: (collaboration

issues are resolved.

Combining these top-down engagement activities with bot-

Seting ofE5 s andtargets o exch target cmpany 1 . tom-up engagement activities that focus on business perspec-

o Ty NF Popeisss »:f maenent s tives, Sumitomo Mitsui Trust Asset Management organizes
2 Share issues = olveissues . L. .

Y 44 (persnsin el . n “ constructive engagement activities unique to the company,

Share issues

ESG management eves

which encourage investee companies to achieve medium- to

* For more information, refer to our STEWARDSHIP REPORT 2020/2021. Iong—term SUStamable grOWth that balances Corporate and

https://www.sumitrust-am.com/file/02/ss_report.pdf environmental value.

I ESG investment approach of Nikko Asset Management

As an asset management company, Nikko Asset Management

Board of Directors

stipulates the Fiduciary and ESG Principles as its most essen- T l Supervision/ T l Supervision/
Report Report

Resolution Resolution

tial guidelines. To make its group-wide commitment clear,
Nikko AM set out a Code of Conduct for Fiduciary and ESG
principles and established its ESG Global Steering Committee
in 2016.

The ESG Global Steering Committee oversees the fulfill-

Stewardship and Voting Rights Policy
Oversight Committee

Supervision/ Supervision/
Report T l Resolution Report T l Resolution

Stewardship and Voting Rights
Exercising Committee

ESG Global Steering Committee

Investment Departments (Global)

ment of ESG commitments and is chaired by the Global Head
of Investment, who is also a member of the Global Executive Committee (GEC). The ESG Global Steering Committee is mandated
by the GEC and reports to the Board of Directors at least once every quarter.

The ESG Global Steering Committee comprises of leaders from Nikko AM’s investment teams worldwide, who are in charge of
ESG implementation in their individual investment processes. The steering committee is responsible for evaluating the effectiveness
of this implementation and improving our approach to ESG. It also drives the implementation of the six principles of the United
Nations-supported Principles for Responsible Investment (PRI).

At its Japan operations, both governance systems of the stewardship and exercising voting rights complement ESG frame-
works. These consist of the Stewardship and Proxy Voting Committee (Voting Committee) and the Stewardship and Voting Rights
Policy Oversight Committee (Oversight Committee). The Voting Committee is responsible for creating the guidance necessary
for implementing stewardship activities, including formulating its stewardship policy, as well as amendments to the proxy voting

instruction guidelines.

* For more information, refer to our Sustainability Report 2020.
https://en.nikkoam.com/files/pdf/esg/sustainability2020-en.pdf
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Sumitomo Mitsui Trust Asset Management (SMTAM) investment decisions. In addition, it works to solve Nikko Asset Management Co., Ltd. (Nikko AM) is a including the COVID-19 pandemic, several funds of >
has its origins in the management of pension funds, ESG challenges from a global perspective through global asset management company headquartered Nikko AM have been receiving positive feedback from N
which are the foundation supporting its clients’ liveli- constructive dialogue with investee companies and in Japan, with operations in 11 countries and regions clients. These include a group of funds focused on solid E)
hoods. Since the early 1960s, SMTAM has refined its collaboration in various areas with international ESG around the world and a global management and sales long-term growth themes such as robotics, FinTech, and éf
investment techniques in a wide range of asset classes, advocacy organizations. SMTAM delivers the results structure. In addition to its investment management genomics that we developed in succession in recent %
including both Japan-listed and overseas equities and of these efforts to its clients through a diverse lineup capabilities, Nikko AM provides innovative products years; various balanced funds that have achieved reli- e
bonds, and has provided numerous products to clients that includes index-type products, ESG-aware products and services by leveraging the strengths such as unique able investment results even in the turbulent market (‘;

in Japan and overseas.

Its role in the capital markets is to contribute to the
healthy growth of the economy as a whole, as part of
an investment chain that promotes the sustainable
growth of investee companies and delivers the fruits
of that growth to investors. As an asset management
company, SMTAM plays an active role in creating value
for investee companies through constructive dialogue
in order to enhance the investment chain and achieve
growth together.

As a concrete initiative, SMTAM has organized
key sustainability issues into 12 "ESG materialities”
intended to help achieve the 17 SDGs (Sustainable
Development Goals). In the active management of
stocks and bonds, SMTAM evaluates investment target
companies from the perspective of ESG materiality and

performs “ESG integration” to incorporate that into

Yoshio Hishida

Representative Director

and President

Sumitomo Mitsui Trust Asset
Management Co., Ltd.

(which use non-financial information as an important
basis for investment decisions), ESG-focused products,
and impact investment products. SMTAM is also work-
ing daily to develop new investment methods and
improve the quality of its investment products, with a
focus on data science initiatives that use technologies
such as machine learning and rely on alternative data
different from traditional financial information.

As a member of a trust banking group, SMTAM will
continue to provide solutions from a long-term per-
spective in order to open up future possibilities and
foster a truly prosperous society. At the same time, as
an independent asset management company that is
indispensable to its clients, SMTAM will do its utmost to
increase the value of the assets entrusted to the com-

pany over the medium to long-term.

Junichi Sayato

Chairman, President & CEO
Nikko Asset Management
Co., Ltd.

product development and sales support capabilities,
which consistently receive high marks from our market-
ing agents.

Nikko AM strives to fulfill its fiduciary responsibility
with the primary mission of contributing to the asset
formation of clients. Guided by the belief that reflect-
ing ESG (environmental, social, and governance) in
investment practices enhances the long-term value
of investee companies and contributes to sustain-
able economic growth, Nikko AM is committed to
the appropriate integration of ESG into all invest-
ment decision-making processes and to constructive
engagement with companies.

In addition to creating innovative and unique invest-
ment solutions, Nikko AM is focused on providing
clients with reliable investment results. In the midst of a

drastic change in the social and economic environment,

associated with the COVID-19 pandemic; and in-house
investment funds which have a long-standing track
record of solid performance. Going forward, Nikko AM
will continue to strive to provide products that capture
major structural changes in society and products that
contribute to the asset formation of clients over the
long-term.

Furthermore, in its ETF business, which is one of the
largest in Japan, Nikko AM is working to enhance the
operations globally, focusing on product development
in Asian markets such as Singapore and Hong Kong
and expanding the investor base beyond Japan.

Nikko AM will continue to fulfill its fiduciary respon-
sibility as an asset management company and do its
utmost to contribute to the long-term asset formation

of clients and the development of society.
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Response to the Spread of COVID-19 Pandemic

Our Group has focused on supporting various stakeholders as measures to respond to the COVID-19 pandemic linger for an

extended period of time. In order to continuously provide services as a trust bank group under such unprecedented conditions,

we will continue to accommodate measures against the COVID-19 pandemic based on three basic stances: to ensure business

continuity as a key piece of social infrastructure, to ensure the health and safety of employees and their families, and to prevent

the spread of infection in society (including activities to create a society that is less prone to the spread of infections).

We will continue to maintain businesses in a stable manner as a financial institution responsible for social infrastructure by

giving the highest priority to the safety, security and health of our clients and employees.

Response policy (1): TO €nsure business continuity as a key piece of social infrastructure

(responses to clients)

Considering the safety of our clients, each of the Group's sales branches is taking steps to prevent the spread of infection by holding
online seminars and erecting transparent acrylic boards to minimize transmission from respiratory droplets.
We also strive to enhance convenience for our clients by processing various procedures and consultations with websites and online tools

or by telephone, and developing new products that respond to COVID-19.

Banking business

e Establish procedures for accepting deposits and investment
trusts using the Internet, procedures for address change by
postal mail, etc.

* Encourage clients to make appointments before visiting a branch and
open business on holidays in order to avoid the Three Cs (crowded
places, closed spaces and close-contact settings) for visitors

e Flexibly respond to consultations on personal and corporate loans

e Establish a consultation counter for interest-free and unsecured loans

* Expand coverage contents of “housing loans with special clauses of
guarantees against the eight major diseases,” and newly introduce
loan repayment guarantee coverage during unemployment period

Trust-related business

(Pension) Continue clerical, administrative, and reporting duties for
reliable pension and lump-sum benefits

(Stock transfer agency services) Support for preparation and oper-
ation of General Meeting of Shareholders

(Asset management) Continue operations to prevent the suspen-
sion of capital market flow

(Asset administration) Continue settlement of securities and funds
to ensure smooth capital market operation

(Real estate) Continue accounting, settlement, and reporting oper-
ations at real estate securitization trusts and J-REITs

Enhancement of client support through
online face-to-face channels

* Opening of next generation branches

In November 2020, SuMi TRUST Bank opened its first next
generation branch in the Chukyo area that offers online consulta-
tions to enhance the convenience for clients living in a world with
COVID-19.

Even clients who have difficulty visiting a branch can receive con-
sultation services from home with an advisor who provides face-to-
face conversation by showing brochures on the screen. Our online
consultation services have become easier and safer than before
because of the enhanced convenience of online procedures.
Moreover, consultation can be accessed from multiple locations
simultaneously, which allows families living in different places to
join the same consulting session.

® Online consulting on personal business

The number of services offered has increased because of grow-
ing familiarity.
® Opening of Online Consultation Plaza

The Online Consultation Plaza was newly opened in the first half
of FY2021. Going forward, we will appoint experts, such as finan-
cial consultants and real estate representatives, to meet a wide
range of needs.

Number of online consultations

6,000 (cases) 5,318
4,000
2,317
2,000
574
0
Jul-Sep 2020 Oct-Dec 2020 Jan-Mar 2021

*Number of online consultations offered in SuMi TRUST Bank (including the cases
where family members also attended the meeting online)

Response policy (2: TO ensure the health and safety of employees and their families

Each Group company is making efforts to avoid the Three Cs at
workplaces, and promote diverse workstyles for employees.

SuMi TRUST Bank has strived to take various preventive mea-
sures such as the addition of partitions in office spaces, distribution
of masks and portable disinfectant sprays to all employees. It also
distributes homecare kits (daily necessities such as food, daily sup-
plies, etc.) to COVID-19 patients and their close contacts in case of
emergency. We have also established a total of 30 satellite offices
(as of June 2021) by utilizing branch offices in the Tokyo metro-

Other holidays, etc.
8%
Regular hours

53%

Telework ————

26 Attendance
[+)
7 control
Staggered * Stath‘ls of he(ad C;Hi;e
starting times employees (excluding
administrative and
1 3% sales) in April 2021

politan area, Chukyo area and Kansai area, that allow employees
to temporarily work at a branch close to their home. We also
distributed devices for teleworking to establish a system allow-
ing head office employees, etc. to work from home. In addition,
Sumitomo Mitsui Trust Asset Management and Sumitomo Mitsui
Trust Research Institute are making group-wide efforts to promote
teleworking through various initiatives such as distributing devices
for teleworking to all employees.

Distribution of satellite offices

Tokyo metropolitan area 17 locations
Total 30 locations

Response policy (3: TO prevent the spread of infection in society

(including activities to create a society that is less prone to the spread of infections)

Our Group cooperates with a workplace vaccination campaign in response to the government's policy of initiating the COVID-19 vaccina-
tion at workplaces. We aim to contribute to reducing the burden of local communities and accelerating vaccinations by encouraging work-

place vaccination.

SuMi TRUST Bank also conducted the following activities with the understanding and cooperation of clients and society:

* Donated ¥100 million to the Japanese Red Cross Society to
assist their efforts in treating COVID-19 patients and to support
their activities for preventing the spread of the virus. Thereafter,
we received the “Japanese Red Cross Society Golden Order of
Merit Medal,” which is awarded to companies that made a large
donation to the said Society.

* Donated 100,000 medical masks to several medical institutions

® In order to support 14 universities/research institutes engaged
in the development of vaccines and therapeutics for infectious
diseases, the Group has opened an account to accept donations
from individual clients and other parties. The Group has also
donated ¥10 million to each university. (A total of ¥260 million
was donated. This account ended on August 31, 2020.)

* We have launched the “Medical Support Donation Trust” to
assist universities that conduct medical research. Furthermore,
in addition to the previous testamentary gifts/donations, we
have released the “Testamentary Donation Trust” (also known as
“Donation to the Future”) to respond to the request of those who
simply wish to donate a portion of their assets in case of passing,
taking into account the needs of diversifying donation methods.

® Through the Stay-Home Campaign of “JPY Saving Account
with Preferential Interest Rate” by Direct Internet Banking, ¥25
per deposit was collected to make donations to organizations
engaged in the development and research of vaccines and thera-
peutics to fight the COVID-19 pandemic (this campaign ended
on August 31, 2020.)
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FEATURE STORY 01 : Initiatives for the development and active participation of highly specialized personnel (specialists)

Employee
Interview

Interview | 05 | Juichiro Fujisawa

Wholesale Asset Management Business Planning Department,
SuMi TRUST Bank

We aspire to be a partner capable
of resolving social issues through
asset management business

My responsibility includes planning of products, planning of
marketing, and promoting sales of private investment trusts,
mostly for financial institutions and corporate clients. Today,
with the continued difficulty in finding appropriate investment
opportunities, the Bank has been providing various proposals
to our clients, including globalizing the investment regions,
utilizing derivatives, and expanding product selections such as
private assets. SuMi TRUST Bank offers a variety of products
utilizing the Group's asset managers as well as outside asset
management companies.

The strength of our Group is that we can offer professional
solutions from the entire Group as a one-stop service to meet
the wide-ranging needs related to the diverse assets of our cli-
ents. In providing products, we have a policy to conduct exten-

sive discussions on the issues and needs of clients and create

Purpose of the Worksites that Supports the “Power of Trusts”

investment strategies in consultation with clients. In particular,
the Group is a leader in investments prioritizing in ESG and
SDGs, and hopes to continue promoting initiatives towards
resolving social issues through asset management.

| think that supporting financial institutions and corpora-
tions that sustain the economy by leveraging the Group's
unique strengths is an initiative toward realizing a "blooming
future of our clients and society,” which is stated in the Group's
Purpose. That is why | do not want to be selling products to
clients; rather, | want to stand close beside them and become
a long-term partner to work together to materialize products

that can provide solutions to their challenges.

Interview | 06 | Tadashi Chiba

Nikko Asset Management Americas Inc.
Product Development Department

Create the future through funds

| am in charge of developing thematic funds and other
investment trust products for Japanese individual investors and
financial institutions at Nikko Asset Management Americas Inc.
Some people say that themed investment trusts are a transient
fad, but when developing the products, we do not embrace a
market-in approach, but rather try to focus on a product-out
strategy and design products that we truly want to create.
Specifically, we ask ourselves: Is the theme worth investing on
a long-term basis? Does it represent a huge growth opportu-
nity over the next 10-20 years or perhaps even longer? Does

it accurately anticipate the profound social and structural

changes? We ask ourselves these questions, value these per-
spectives, and incorporate them in the product composition.
To do so, it is crucial that we conduct bottom-up research,
including contacting and talking to specialists in person, or

actually using innovative services as a user. The precious money

of our clients will be invested in the target companies that
constitute the funds we design, enabling those companies to
grow and enrich society, where values are created and eventu-
ally returned to clients. | hope to continue developing products

that can create such dynamic flow of funds.

Interview | 07 | Jiang Hong Chen

Pension Investment Department, SuMi TRUST Bank

Promote the dissemination of invest-
ments that can contribute to the
realization of a sustainable society

| returned to work after taking maternity and childcare
leaves. Now | am with the Pension Investment Department
where | am in charge of planning products for the pension
fund as well as planning and operating asset management
seminars. Trusts are originally built on the premise of social
contribution, so the Bank has been covering topics on ESG
in seminars from a relatively early period. In a recent seminar,
we discussed the topic of impact investing, where assets are
allocated to companies that bring about positive environmen-
tal impact while pursuing economic return at the same time.
We had more reactions from clients than we envisioned, and |
think that there will be major changes to the flow of funds with
ESG/impact as the third pillar of asset management in addi-
tion to the two pillars, risk and return. | hope to continue offer-
ing sound support to this tide, not only from the standpoint
of managing pension funds for post-retirement, but also to

contribute to achieving a sustainable society.

Interview | 08 | Kyoko Hara

Stewardship Development Department,
Sumitomo Mitsui Trust Asset Management

Enhance enterprise value through
diversity

| joined Sumitomo Mitsui Trust Asset Management as mid-
career hire, and now engaged in stewardship activities build-
ing upon my 20 years of experience in dealing with companies
as asset management analyst. Since | was an analyst, | noticed
that diversity-oriented companies that make use of diverse
human resources and adopt various ideas have the energy to
create innovation.

Our Company places emphasis on dialogue with compa-
nies and works earnestly regarding the exercise of voting
rights and ESG analysis. While dealing with climate change
and other environmental issues in the area of ESG, we also
focus on diversity issues and participated in the launch of
30% Club Japan, an investors’ group aiming to increase the
proportion of women in executive positions in TOPIX100
companies to 30% or more by 2030. Currently, | am working
to increase such diversity-minded companies through dia-
logue. That, | think, will lead to a dynamic and sophisticated

society, where diversity is taken for granted.
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its affiliated companies will independently select the social issues that must be addressed first, and we will strengthen efforts on

these issues as our core business. Meanwhile, for climate change and other key sustainability issues in Japan and overseas, our
Sustainability Promotion Committee functions as a command center for the entire Group and formulates strategies to swiftly

implement initiatives whilst collaborating with international organizations.

Board of Directors
* Establishes the Basic Policy on the Social Responsibility of the Sumitomo Mitsui Trust Group (Sustainability Policy).

e Stipulates (in the Basic Policy on Corporate Governance) that one of its main roles is to address the problems of climate change and other
environmental and social issues linked to sustainability and determines the policy direction of the Group.

® Hears the findings of the Risk Committee and engages in exhaustive discussions to decide on the issues (materiality) that have a serious
impact on balanced creation of both social value and economic value, as well as operational frameworks.

\l/ Supervision

Executive Committee

® Hears the findings of the Business Risk Management Committee and engages in exhaustive discussions to establish policies regarding items
of materiality for submission to the Board of Directors.

* Engages in exhaustive discussions to decide on all initiatives for Group companies, taking the perspective of balanced creation of both
social value and economic value into account.

e For initiatives on key sustainability issues, the Committee establishes medium-term policies in line with the Medium-Term Management
Plan, as well as policies for each fiscal year, and manages operations that reflect the PDCA cycle (convenes meetings as the Sustainability
Promotion Committee).

Close Chief Sustainability Officer

Group companies collaboration

(advances social problem-solving business) SUStalnablllty Management Department

(addresses key sustainability issues)

SuMi TRUST Holdings has a system under which the Sustainability Promotion Committee (secretariat: Sustainability Management
Department), which is the forum for sustainability discussions on the executive side, is convened as part of the Executive Committee
and supervised by the Board of Directors.

Policies related to sustainability

Basic Policy on the Social Responsibility of

Contribute to solving social and environmental
problems through business

the Sumitomo Mitsui Trust Group (Sustainability Policy)

Environmental Policy Human Rights Policy

Action Guidelines for
Mitigating Climate Change

Serve clients with sincerity

Earn the trust of society
Address environmental issues

Action Guidelines for Please refer to the SuMi TRUST RespeCt the individual

P > Bl 5 Holdings website for further details
reserving Biodiversity about the above policies.

Participate in, and contribute to, the community

Sustainability Promotion Committee

The Sustainability Promotion Committee is tasked with the following roles. Starting in FY2021, in order to integrate sustainability

themes into our management plan, we have increased the frequency of meetings of the Sustainability Promotion Committee, and

we are also using meetings of business executives and similar forums to advance social issue-solving business. The aim of these

efforts is to achieve our goal of “balanced creation of both social value and economic value.”

© Promoting materiality management

\EREEERS @ Tackling climate change issues

* Devising and promoting plans for sustainability work (manages the progress of social problem-solving businesses at Group companies)

* Conducting strategic information disclosure by issuing ESG Reports and other publications

e Earning the trust of investors and other stakeholders and working to improve their assessment of the Group

Business ¢ Developing innovative financial products and services that help solve key sustainability issues SuMi TRUST

CEAEEEINENE o Strategically providing value to the community through “With You” activities*

Employee
education

With Yeu’

* Ensure employees understand strategies by distributing the Group’s employee integrated report to all directors, officers, and employees

* Facilitate the swift acquisition of practical knowledge by promoting in-house activities, such as participation in the challenge of helping
achieve the SDGs, the SDG declarations formulated by each branch, and the “With You" activities*

* Encouraging dialogue with, and ascertaining the needs of, various stakeholders, including shareholders, investors, NPOs and NGOs in

Dialogue Japan and overseas, international organizations, government agencies, and universities

o Utilizing internal engagement to absorb the needs of stakeholders into the Group and improve initiatives

* This is the name for the community-based sustainability activities developed by the branch offices of SuMi TRUST Bank in order to forge strong relationships of trust with local communities.

Enhanced Information Disclosure

[Integrated Report] [Sustainability Report]

Financial

[Stewardship Report]

[Digest Report for Seniors]

[Booklets with Featured Themes] a

Since 2017, the Group has published an integrated report
with investors as the primary readers, as well as a sustainabil-
ity report that provides comprehensive information disclosure
to investors and non-investor stakeholders seeking more
detailed ESG information. The FY2020 Sustainability Report
was prepared based on the Common Metrics presented in
the white paper "Measuring Stakeholder Capitalism - Toward
Common Metrics and Consistent Reporting of Sustainable
Value Creation,” which was compiled by the four major global
accounting firms based on recommendations from the World
Economic Forum’s International Business Council. We also
publish booklets with featured themes, such as the TCFD

Report, a revision of our existing climate change report, the
Natural Capital Report, which focuses on biodiversity, and the
Environmentally Friendly Property Report. Our Digest Report
for Seniors, which addresses the issue of a super-aging society,
has been well received for its easy-to-understand information
on dementia and housing for the elderly.

Group companies also publish a wide range of ESG-related
reports, including stewardship reports from Sumitomo Mitsui
Trust Asset Management and sustainability reports from Nikko
Asset Management. For more information, please visit:
https://www.smth.jp/english/sustainability/report
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Initiatives on Key Sustainability Issues

Solving Social Issues through Business

In its Medium-Term Management Plan, the Group has identified “sustainable growth of Japan’s economy and corporations” as

a social issue to be addressed by businesses that serve corporate clients. Recently we observe an increasing number of companies

strengthening their response to ESG/SDGs as a growth strategy. We intend to harness the sustainability know-how and networks

honed thus far to support our clients in their efforts.

Positive Impact Finance

In March 2019, SuMi TRUST Bank developed the world’s
first Positive Impact Finance (PIF with unspecified use of
funds) solution, which adapts the Principles for Positive
Impact Finance of the United Nations Environment
Programme Finance Initiative (UNEP FI) for lending to operat-
ing companies. PIF is a product that comprehensively analyz-
es and evaluates the impact of a company’s supply chain on
the environment, society, and the economy, sets specific KPIs
for increasing positive impact and mitigating negative impact,
and asks clients to commit to these KPIs, which are then incor-
porated into the loan agreement. Then, through subsequent
monitoring and disclosure of results, we encourage our clients
to contribute to achieving SDGs and support their efforts to
improve competitiveness (including their businesses, prod-
ucts, and services) from a global perspective.

(1) Impact
SuMi TRUST Evaluation
uvii . .
Borrower, —| Information disclosure
Bank Economic, social, and
(2) Loan ) "
agreement . environmenta
Tw)lhlirndif:ny initiatives that contribute
P to achieving SDGs
Third-party

organization

Awarded the 17th LCA Japan Forum Chairman’s Award

SuMi TRUST Bank’s PIF received the “LCA Japan
Forum Chairman’s Award” at the 17th LCA Japan Forum
Awards held by the LCA Japan Forum. The purpose of
the LCA Japan Forum Awards is to widely disseminate
and establish the LCA methodology, pursue techno-
logical innovation through improved environmental effi-
ciency, and contribute to the development of Japanese
industry. This is the first time that a financial institution
has received this award, which is now in its 17th year.
When analyzing the impact of products and services,
LCA analyzes the impact across the entire life cycle, from
raw material extraction to processing, manufacturing, dis-
tribution, use, and disposal. In awarding the "LCA Japan
Forum Chairman’s Award” to Sumi TRUST Bank's PIF, the
LCA Japan Forum was recognizing our use of impact
evaluations in loan decision-making utilizing LCA's life
cycle-based approach and methodology as a meaningful
contribution to the financial industry.

Results of PIF Initiatives

After signing the world’s first loan agreement for PIF
(unspecified use of funds) with Fuji Oil Group in March 2019,
SuMi TRUST Bank has moved forward and successfully con-
cluded 17 agreements as of the end of March 2021. As for
the monitoring status of the positive impact expansion/neg-
ative impact reduction KPI targets set with our clients, we
have opened a dedicated disclosure page on SuMi TRUST
Bank website.

For more information, please visit: https://www.smtb.jp/business/pif/index.html

Expanding our Impact Evaluations

Building on the track record established in PIF, SuMi TRUST
Bank has initiated support for impact evaluations of impact
investment funds. Impact investing is an investment approach
that aims to balance social and economic value by adding a
third axis, “social value (impact),” to the two traditional axes
of investment decision-making, “risk” and “return,” in order
to understand the impact of the investee on the environment,
society, and the economy.

SuMi TRUST Bank has decided to support impact evalu-
ations of the respective impact investment funds formed by
Anchor Ship Partners Co., Ltd. (“ASP") and Real Tech Holdings
Co., Ltd. (“Real Tech”).

ASP will make investments in ships, one of the 14 areas of
the Japanese government’s Green Growth Strategy, based
on the global trend toward decarbonization. We will measure
the impact of ASP’s investments on the economy, society, and
the environment and take appropriate management actions.

B Example of an impact investment fund scheme

Fund

manager SuMi TRUST Bank

Impact
management

evaluation*
Impact

evaluation*

investment

Impact investment
fund

Investors

dividends

1 Maximize
Impact Investee | positive impact
investing [ Minimize
L | negative impact

* Third-party opinions will be obtained for impact evaluation

By implementing impact evaluation and monitoring, SuMi
TRUST Bank will support the fund’s efforts to decarbonize the
shipping industry. Meanwhile, Real Tech is investing in and
nurturing startups with state-of-the-art science and technol-
ogy and R&D-based technologies (“Deep Tech”) to solve the
problems of the planet and humanity. SuMi TRUST Bank has
entered into an advisory agreement with RealTech on impact
evaluation, marking the first time a Japanese Deep Tech start-
up investment fund has decided to adopt impact evaluation.
SuMi TRUST Bank will work together with the fund to monitor
its impact and aim for its practical implementation appropriate
for the Deep Tech field.

Technology-based Finance (TBF)

Countries around the world have made decarbonization
declarations, and Japan has also declared its intention to
become carbon neutral by 2050. In order to achieve carbon
neutrality, it is essential to not only fully mobilize conventional
technologies but also introduce innovative technologies and
combine them in various ways.

Furthermore, an enormous investment will be needed to
achieve carbon neutrality. As a result, expectations for financial
institutions are extremely high, which is the backdrop in the
expansion of the ESG market. On the other hand, financial
institutions have become more knowledgeable about technol-
ogy than before, and play a role in accelerating the flow of
technology-based finance by proactively identifying risks and
opportunities. We therefore decided that we needed to form
an in-house organization with scientific expertise that could
take charge of active initiatives in the area of technology-
based finance, with the idea that such an organization could

Sustainability Management Department

 Promote the introduction of innovative technologies that can be implemented
through basic research and empirical studies

o Leverage expert assessment abilities in clean tech
(innovative technologies centered on the energy and power sectors)

help us to understand the latest technologies, deepen our dia-
logue with clients, and actively contribute to carbon neutrality
through financing using the Bank’s trust function.

SuMi TRUST Bank has therefore established a Technology-
based Finance (TBF) team within the Sustainability
Management Department with the aim of supporting, from
a financial perspective, the research and development of
advanced technologies to solve environmental and social
issues such as decarbonization and resource recycling, as
well as the practical implementation of these technologies in
society. Assembling a team of researchers and experts with
doctoral degrees in science and engineering will enable us
to exchange informed opinions with the R&D and technol-
ogy development departments of companies and universi-
ties. Building a recycling society, a decarbonized society, and
a society in harmony with nature first and foremost requires
expertise in the energy and chemical fields, so we recruited a
team of engineers with patents in hydrogen, storage batter-
ies, and organic and inorganic chemistry. Together with other
members of the Sustainability Management Department and
its network, we have created a strong group of engineers
capable of covering 14 areas of the Japanese government’s
Green Growth Strategy. TBF is a new challenge for us and for
the financial community, but we believe that by applying exist-
ing technologies, developing new technologies, and combin-
ing them, we can build a social system to solve environmental
and social problems. Our goal is to advance the practical
implementation of these solutions in society by making full use
of our various networks and coordinating with policy makers,
investors, and other financial institutions.

Technology-based Finance (TBF) Team

 Analyze roadblocks to practical implementation in society and provide solutions,
including financial solutions

o Leverage expertise to coordinate collaboration with client companies and research institutions
© Monitor the ongoing occurrence of positive impact

Support for continued innovation

Demonstration

Impact management

Practical Popularization Continuous

-

roof of concept Laboratory stage test

implementation and spread operation

M Real Tech Fund
I Climate Change Fund (under construction)

M Positive Impact Finance
M Transition Finance
I Positive Impact Fund
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Initiatives on Key Sustainability Issues

Addressing Climate Change Issues

For more information on our initiatives to comply with TCFD

(Task Force on Climate-related Financial Disclosures) recom-

mendations, please see our 2020/2021 TCFD Report.

URL: https://www.smth.jo/english/-/media/th/english/
sustainability/report/2020/TCFD-E-all.pdf

As the problem of climate change becomes more serious,
the global movement toward carbon neutrality in 2050 is accel-
erating. SuMi TRUST Holdings recognizes that climate change
is the biggest factor affecting financial markets in terms of risks
and opportunities and is accordingly stepping up its initiatives
based on the recommendations of the Task Force on Climate-
related Financial Disclosures (TCFD).

Since our endorsement of the TCFD recommendations in
August 2018, our banking and asset management divisions
have documented their respective initiatives in the form of
TCFD reports.

B Main initiatives in FY2020

(1) Governance

Numerous climate change measures are intricately linked
to the promotion of sustainability and risk management prac-
tices, which is why we have adopted a structure under which
the Risk Committee performs monitoring and the Board of
Directors exercises supervision after executive deliberations
are made at the Business Risk Management Committee and
Executive Committee in accordance with how these measures
are promoted or managed. We are also continuing the activi-
ties of the TCFD Project Team, which was launched in October
2019 to strengthen risk management and information disclo-
sure related to climate change.

Meeting body Description

Board of Directors )
external directors

Reports on the progress of the TCFD Project Team and hears the opinions of directors, including

Supervision

Risk Committee . . .
members, including external advisors

Reports on the progress of the TCFD Project Team and hears the opinions of Risk Committee

(Advisory body to the
Board of Directors)

Executive Committee

Reports on the progress of the TCFD Project Team in addressing TCFD matters and reports on
the contents to be disclosed in the TCFD report

Execution

Business Risk
Management
Committee

Reports on the progress of the TCFD Project Team and the contents to be disclosed in the TCFD  (Advisory body to the
report, and hears the opinions of the Business Risk Management Committee members

Board of Directors)

Committee meetings for discussing TCFD matters are held regularly and attended by the officers

Steering committee for

TCFD Project Team business planning

responsible for corporate planning, financial planning, risk management, and asset management

Execution

Decides on approaches and information disclosure policies, and reports on the results of transi-

tion risk and physical risk scenario analyses, among other matters

(2) Strategy

In the area of climate change, financial institutions are
responsible not only for direct impacts arising from their own
business activities but also for indirect repercussions arising
from investee and borrower companies and projects, and the
responsibility for the latter are more significant.

For example, medium- to long-term climate change could
potentially have a negative impact on the Group's earnings and
financial situation owing to greater risk of physical damage to,
for example, the natural environment, social infrastructure, and
client assets (physical risks), as well as the risk of a rapid transi-
tion to a low-carbon society owing mainly to policy changes,
changes in social norms, financial market preferences regarding
climate change, and technological innovation (transition risks).
More specifically, there is the (physical) risk of natural disasters
impairing the credit standing of obligors and the value of their
pledged assets, thereby negatively impacting the Group's
credit portfolio, and the (transition) risk of securities issued by
companies that emit large amounts of COz and loans extended
to such companies dragging down the value of assets held by
the Group due to a rapid transition to a low-carbon society.

Meanwhile, an important element for financial institutions in
their corporate growth strategies is factoring in the transition to
a net-zero emission society into their business models.

Climate Change Scenario Analysis
The percentage of loans exposed to carbon-related assets*,
an indicator of credit exposure to carbon-related assets in the

Group's business portfolio, is 5.0% (as of March 31, 2021, down

0.2 points from March 31, 2020). Despite an increase in the

overall loan balance, the decrease in exposure to carbon-relat-

ed assets owed to an increase in project finance for renewable
energy projects, which are subtracted from total exposure to
carbon-related assets.

*Loans to the “energy” and “utilities” sectors (based on the Global Industry
Classification Standard, excluding water utilities and independent renewable energy
power producers) are defined as “exposure to carbon-related assets” in the TCFD rec-
ommendations. Calculation range based on the combined total for SuMi TRUST Bank
and Sumitomo Mitsui Trust Bank (Thai).

We summarized the transition risks, physical risks, and busi-
ness opportunities in the sectors belonging to the four non-
financial groups in the TCFD recommendations most likely to

be potentially impacted by climate change and a transition to

a low-carbon economy (see figure below).

B Heat Map

Sector Tra:ziltion Phr};::(cal Op:ito;tu- Exposuire
Petroleum, gas, and coal High  Medium Medium Medium
Electric power High  Medium Medium  High
Marine transportation Medium Medium Medium  High
Railway transportation Low Low Low  Medium
Automotive and parts Medium Medium Medium Medium
Property management Low High  Medium  High
and development*
Chemicals Medium Medium Medium Medium

Paper and forest products  Medium  High ~ Medium  Low

Personal mortgage loans Low High  Medium  High

* Personal mortgage loans not included

Taking the results of the qualitative assessment and SuMi
TRUST Bank’s exposure into account, we conducted a transi-
tion risk scenario analysis for the electric utilities sector and a
physical risk scenario analysis for individual residential mort-
gages in FY2019. In FY2020, we conducted a transition risk
scenario analysis for the shipping sector. Going forward, we
will seek more effective ways to implement measures such as
reducing GHG (greenhouse gas) emissions in our loan portfo-
lio and introducing stress tests, while also gathering informa-
tion on global trends in those areas.

e Scenario Analysis of the Shipping Sector

SuMi TRUST Bank is a global player that has provided ship
financing consistently for over 50 years. We took on the chal-
lenge of transition risk scenario analysis because the shipping
sector is a very important industry for us. For example, we
were the first financial institution from an Asian country to sign
the Poseidon Principles.

In our analysis, which was based on the individual ocean
shipping sector scenarios in the Fourth IMO (International
Maritime Organization) GHG Study and the future forecast
scenario for shipping capacity by Clarksons Research (a
UK-based shipping sector research company), we attempted
to examine the possibility of changes in the credit risk of com-
panies which receive ship financing and its impact on our ship
financing portfolio. However, we concluded that more time is
needed to organize the results of the analysis based on mul-
tiple economic scenarios and energy demand projections and
to incorporate the concept of a carbon tax. As members of
each department gathered for repeated discussions on these
matters, their awareness of the risks of climate change deep-
ened, which we see as a beneficial side effect of the analysis
project. Going forward, we plan to utilize the results of our
analysis when engaging in dialogue with business partners,
based on the assumption that such engagement will help us
obtain information for predictive modeling and scenario devel-
opment, which is useful data when analyzing credit risk.

¢ Climate-Related Portfolio Analysis by Group Asset Managers

Sumitomo Mitsui Trust Asset Management ("SMTAM")
assesses climate change risks in its portfolio for each asset class.
It uses two assessment methods: (1) a fixed point analysis based
on information disclosure and performance of the companies
comprising the portfolio; and (2) a transition path analysis based
on future climate change scenarios. The fixed point analysis
attempts to understand the status of greenhouse gas emissions
at a certain point in time based on the information disclosed by
investee companies. The transition path analysis assesses how
climate change risks in the portfolio will change under future
climate change scenarios We publish summaries of the analysis
results for domestic and foreign stocks managed by SMTAM.
For more information, refer to the SMTAM Stewardship Report
2020/2021 pages 39-44.
https://www.sumitrust-am.com/file/02/ss_report.pdf

Nikko Asset Management has introduced a portfolio carbon
analysis tool developed by a third party to evaluate companies
using indicators such as carbon dioxide emissions per unit of
output, carbon risk management, and exposure to stranded
assets. In addition, Nikko Asset Management is constantly
considering the introduction of scenario analysis tools that will
add value to its analysis, both at the individual company level
and at the portfolio level. The field is developing rapidly, with
tools to address a variety of climate risks, including transition
risks and physical risks. Scenario analysis tools offered by various
service providers were discussed at the ESG Global Steering
Committee meeting. Nikko Asset Management is continu-
ing to examine the applicability of existing and new climate
scenario analysis tools to the management of portfolios with
different characteristics. For details, refer to the Nikko Asset
Management TCFD Report.
https://en.nikkoam.com/files/pdf/esg/tcfd_eng.pdf

Using the results from these portfolio analyses as a guide,
we actively engage with our investee companies to encourage
them to reduce greenhouse gas emissions, promote the use of
renewable energy and energy conservation, work toward the
realization of a decarbonized society through the development
of alternatives to fossil fuel-derived products, and enhance their
information disclosure on climate change issues.

(3) Risk Management

We identify climate change to be a priority issue that has
implications for both the Group’s corporate value and the
building of a sustainable society. It is therefore a key point
of focus for our risk management Within the framework
of Group-wide risk management resolved by the Board of
Directors, every quarter we exhaustively bring to light risks and
identify and evaluate those considered to be significant. From
among the significant risks identified, the officer in charge of
risk selects the top risks and emerging risks and monitors and
manages them within our existing risk appetite framework
(RAF) by submitting a risk management status report to the
Board of Directors on a quarterly basis.
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Initiatives on Key Sustainability Issues

At the end of March 2020, we added “climate change-related
risk” to our list of emerging risks because it poses a consider-
able risk over the medium to long-term, and we began monitor-
ing "exposure to carbon-related assets” as a reference indicator
in our RAF. We are currently preparing for the assessment and
utilization of climate change risks with the goal of implemen-
tation in the second half of FY2021. As for future directions,
we plan to proceed with review and discussions with relevant
departments, including the TCFD Project Team, on how to
revise our rules and regulations to incorporate frameworks and
practical operations that comport with the risk governance

framework delineated in European Central Bank guidelines.

Climate Change Risk Management for Loans

The Group has also established its “Environmental Policy”
to reduce the environmental burden arising from its busi-
ness activities. Furthermore, it has established the “Action
Guidelines for Mitigating Climate Change” and the “Action
Guidelines for Preserving Biodiversity” to promote initiatives
to address these two globally important environmental issues,
and has been making efforts to engage in dialogue and coop-
eration with various stakeholders.

In FY2020, we revised our policy on environmental and
social considerations in loans and clarified our stance that
“we will not, in principle, engage in new projects for the
construction of coal-fired power plants.” We will continue
to conduct regular reviews, revising policies and enhancing
operations as necessary.

Moreover, SuMi TRUST Bank has forged internal operating
rules that stipulate procedures for evaluating environmental
and social impacts based on the Equator Principles frame-
work, and implements evaluations of environmental and social
impacts relating to individual projects. Similarly, as a signa-
tory to the Poseidon Principles, we contribute to addressing
climate change risks in the shipping industry by disclosing the
level of climate change alignment in our ship financing portfo-

lio (see page 87 for details).

Climate Change Risk Management for Portfolio Investments

Each of the Group's asset management companies has its
own ESG engagement policy (see page 88 for details) and
actively engages with its investee companies. We also par-
ticipate in international initiatives such as “Climate Action
100+" (CA100+), a program of collaborative engagement with
companies believed to have major impacts on global warm-

ing. SMTAM has been a steering committee member of the

CA100+ on behalf of Asia since April 2020, as well as the lead
manager for nine companies in the region to interact directly
with. In addition to CA100+, both of the Group’s asset man-
agement companies participate in numerous global initiatives
and enact stewardship activities through engagement and
the exercise of voting rights, thereby encouraging investee
companies to disclose climate change information and urg-
ing them to take concrete steps towards addressing climate
change issues in order to improve their own sustainability and

the sustainability of the market as a whole.

(4) Metrics and Goals

SuMi TRUST Bank has set a new long-term target for sus-
tainable finance in the banking sector (loans to corporate
clients): ¥5.0 trillion in cumulative loans over the 10-year period
from FY2021 through 2030, including ¥3.0 trillion in environ-
ment-related fields.

The Bank will aim to solve climate change and other envi-
ronmental and social issues and help realize a sustainable
society together with clients by actively supplying funds to

environmental and social fields.

Long-Term Target for Sustainable Finance
Cumulative Balance of Loans Executed
in FY2021 -2030: ¥5.0 Trillion
(Incl. ¥3.0 Trillion in Environmental Fields)

Examples of sustainable finance

e Positive impact finance

e Renewable energy finance

e Financing for green buildings

We also intend to focus on transition finance to support the shift towards
a carbon-free society.

As for our medium- and long-term targets, not only will
SuMi TRUST Bank aim to achieve the global common goal
of zero emissions by FY2050, but we have also set our sights
on a 50% reduction in emissions by the milestone year of
FY2030 (compared to FY2019). In setting this goal, we refer-
ence the Science Based Targets initiative—the global standard
of reduction targets for working towards the goal of the Paris
Agreement—uwhich calls for companies to reduce their emis-
sions by at least 4.2% per year in order to limit global warming
to 1.5°C.

Targeting 50% reduction in CO2 emissions at SuMi TRUST
Bank by FY2030 and zero emissions by FY2050

Policies for Specific Sectors

(1) Prohibited Transactions

* Transactions that are considered immoral

e Transactions that involve anti-social forces

* Transactions where the use of funds is speculative

e Transactions that involve cluster munitions manufacturers as
well as credit transactions with companies that have material
involvement in the manufacturing process through lending
and other activities with cluster munitions manufacturers.

(2) Transactions Warranting Special Attention

* Coal-fired power generation
SuMi TRUST Bank, in principle, will not engage in new
projects for the construction of coal-fired power plants.

* Weapons manufacturing
SuMi TRUST Bank will avoid lending and other activities
where funds will be used for manufacturing weapons
of mass destruction such as nuclear weapons, chemical
weapons, biological weapons, or for manufacturing inhu-
mane weapons such as antipersonnel landmines.

* Forestry
The rapidly developing global deforestation is creating
various problems such as reduction in biodiversity, decline
in the stability of ecosystems, lower watershed protection,
lower fixation of carbon dioxide and other items. SuMi
TRUST Bank engages with timber manufacturers and man-
ufacturers using timbers as raw materials only after careful
consideration such as checking their international forest
certification status*' as well as fully taking whether or not
there are existing problems with original inhabitants and

local communities into consideration.

*1 FMC (Forest Management Certification) issued by FSC (the Forest Stewardship
Council) for forestry management and forestry business operations; CoC
(Chain of Custody Certification) for processing and distribution management
of certified forest products, and others.

Palm oil

Palm oil is derived from “oil palms” grown on plantations.
While palm oil demand is rapidly growing owing to its
convenience and rising preference for wholesome foods,
environmentally destructive plantation developments are
the main causes for the devastation of tropical rainforests
and the decline in biodiversity. SuMi TRUST Bank engages
with producers of palm oil and manufacturers using palm
oil as a raw material only after careful consideration such
as checking their international/local sustainable palm oil
certification status*? as well as fully taking whether or not
there are existing problems with original inhabitants and
local communities into consideration.

*2 RSPO (Roundtable on Sustainable Palm Qil) and others that aim to observe
NDPE (No-deforestation, No-peat and No-exploitation) and the preservation
of HCS (High Carbon Stock) forests

(3) Review of Sector Policies
SuMi TRUST Bank regularly reviews the suitability of
established sector policies and the status of how transac-
tions are being addressed at Sustainability Promotion
Committee in our Executive Committee, etc., to recon-
sider the policies as well as make improvements to our
operations as necessary.

* See page 46 in our 2020/2021 Sustainability Report for more information.

Initiatives based on the Equator Principles

SuMi TRUST Bank is a signatory to the Equator Principles, global guidelines that call on

private financial institutions to fully consider the impacts on the natural environment and

local communities when extending project finance and other loans to entities undertaking

projects. When making the decision to extend loans, SuMi TRUST Bank conducts a compre-

hensive risk assessment involving a review of the environmental and social impacts based on

the project's environmental and social risks, project location, and type of business.

* See pages 47-48 in our 2020/2021 Sustainability Report for more information.

Signatory to the Poseidon Principles

ment of its shipping portfolio starting from FY2021.

SuMi TRUST Bank became the first financial institution in Asia to sign on to the Poseidon
Principles, an initiative launched by financial institutions to address climate change risks
in the marine transportation industry. A signatory to the Principles will, on an annual basis,
measure the carbon intensity and assess climate alignment—carbon intensity relative to
established decarbonization pathways—of its shipping portfolio using the methodology
established by the Principles. SuMi TRUST Bank will also publish the overall climate align-

* See page 49 in our 2020/2021 Sustainability Report for more information.
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Initiatives on Key Sustainability Issues

Initiatives at Sumitomo Mitsui Trust Asset Management

Approach to ESG

ESG issues reside in non-financial domains and do not
manifest themselves in financial reporting, but they can
have a considerable impact on corporate value over time.
Based on this thinking, SMTAM considers the actions taken
to address such issues to be integral to stewardship activi-
ties, alongside engagement and the exercise of voting
rights. Through these activities, SMTAM aims to maximize
returns for its clients and contribute to the achievement of
the SDGs by actively fulfilling its role as an asset manager
in the investment chain.

ESG Guidelines

As a signatory asset manager to the PRI and with a core
focus on the United Nations Global Compact and the val-
ues expressed in the SDGs, SMTAM engages with investee
companies to help solve their ESG issues and contribute
to medium- to long-term corporate value, all the while
engaging in ESG-oriented investment activity. SMTAM has
established 12 items of materiality in an effort to organize
the categories used when evaluating an investee company.

Moreover, for self-managed active products and fixed
income passive products, as well as separately established
passive products, SMTAM's policy is to cease purchase

of new or additional securities issued by any company
involved in the manufacture of the following inhumane
weapons, and depending on the results of engagement,
will divest its current holdings of such securities.

Inhumane weapons: Cluster munitions, anti-personnel
landmines, biological weapons, and chemical weapons

ESG Engagement Policy

SMTAM sees engagement as an opportunity to seek
best practices from companies and communicates its own
views so as to contribute to the enhancement of corporate
value over the medium to long-term by solving the ESG
issues of investee companies. In addition to top-down
activities based on our 12 established materialities, includ-
ing climate change and encouraging governance reform,
SMTAM also conducts bottom-up activities linked to the
corporate strategies of individual companies.

In addition to its own engagement activities, SMTAM
also conducts activities through collaborative engage-
ments by participating in global initiatives that aim to
address numerous agenda items, such as greenhouse gas
emissions, palm oil, forest conservation, access to medical
care, and diversity (appointment of women to manage-
ment positions).

Initiatives at Nikko Asset Management

Approach to ESG

As an asset management company, Nikko AM's mission
is to always act in the best interests of its clients. For that
reason, it places utmost importance on fiduciary and ESG
principles in its corporate philosophy and corporate activi-
ties. Guided by the belief that reflecting ESG in investment
practices enhances the long-term value of corporations
and contributes to sustainable economic growth, Nikko
AM strives to incorporate ESG principles into numerous
investment decision-making processes so that it can fulfill
its fiduciary duties.

ESG Guidelines

Principle 1: Nikko Asset Management (Nikko AM) incor-
porates ESG issues in investment analysis and
decision-making.

Principle 2: Nikko AM is an active owner and incorporates ESG
issues into its ownership policies and practices.

Principle 3: Nikko AM seeks appropriate disclosure on ESG
issues by the entities in which it invests.

Principle 4: Nikko AM promotes the acceptance and imple-
mentation of the Principles for Responsible
Investment within the investment industry.

Principle 5: Nikko AM collaborates to enhance effec-
tiveness in implementing the Principles for
Responsible Investment.

Principle 6: Nikko AM reports its activities and prog-
ress towards implementing the Principles for
Responsible Investment.

ESG Engagement Policy

Engagement activities at Nikko AM involve the
exchange of opinions in line with an investee company’s
growth phase from a long-term perspective with regard
to not only earnings and financial strategies, but also the
management policies, business strategies, shareholder
return policies, and ESG issues mentioned in non-financial
information already disclosed. Nikko AM engages with a
broad range of parties, from the management teams of
investee companies, through to their finance departments,
business planning departments, and even officers in charge
of business operations. Particularly with regard to compa-
nies that are reluctant to disclose information, Nikko AM
endeavors to reinforce the benefits of engagement by pro-
posing meetings with management.

Nikko AM seeks to realize closer engagements with
investee companies with the goal of sharing accurate infor-
mation about their situation and supporting the creation of
medium- to long-term corporate value.

Financial inclusion

Initiatives related to financial inclusion were previously

implemented at various Group companies. From November

2019, however, the Sustainability Management Department

assumed control of these activities across the entire Group

and took steps to develop an implementation strategy and

expand the scope of initiatives. Its specific policies are out-

lined below.

1.

Improving accessibility through expansion of online trans-
actions

. Providing charitable trust schemes to facilitate social con-
tributions

. Financial inclusion initiatives for various types of loans

. Initiatives based on the G20 Fukuoka Policy Priorities on
Aging and Financial Inclusion

. Flexible approach to modification of repayment terms on
loan transactions (initiatives for financial facilitation)

Improving accessibility mainly through expansion of
online transactions

Expanding online transaction platforms in order to improve

accessibility to financing is one way to address financial inclu-

sion, and SuMi TRUST Bank is endeavoring to enhance the

convenience of client transactions online (internet banking)

and over the phone (telephone banking). Starting last year, we

opened a next generation branch that allows online consulta-

tion. The service enables clients who are unable to visit the

branch to consult online from their homes, while reviewing the

brochure and seeing the staff onscreen, facilitating comfort-

able and safe consulation.

Using charitable trusts to provide finance schemes

SuMi TRUST Bank utilizes charitable trusts to provide
finance to people with little financial leeway. As part of this ini-
tiative, we provide charitable trusts to benefactor clients with
the goal of offering low-interest or no-interest scholarships to
students who do not have the financial means to further their
education. In April of this year, we also launched a medical
support donation trust to support universities that conduct
medical research.

Initiatives based on the G20 Fukuoka Policy Priorities
on Aging and Financial Inclusion

The world's population continues to rapidly age and there
are fresh concerns that conventional financial services will
be unable to meet their needs. Through much discussion
about the topics of aging and financial inclusion, the Global
Partnership for Financial Inclusion (GPFI*) and the OECD
jointly prepared and adopted the G20 Fukuoka Policy Priorities
on Aging and Financial Inclusion at the G20 plenary meeting
of finance ministers and central bank governors in June 2019.
The document sets out eight key priorities to help the interna-
tional community address the challenges of aging populations.
SuMi TRUST Bank fully supports the priorities and therefore
defined and announced concrete initiatives to address each of
the eight items.

*The GPFl is an inclusive platform for all G20 countries, interested non-G20 countries,
and relevant stakeholders to carry forward work on financial inclusion, including imple-
mentation of the G20 Financial Inclusion Action Plan.

* See pages 142-148 in our 2020/2021 Sustainability Report for more information about
financial inclusion.

Establishment of a research unit on financial inclusion at the

The Research Unit for Blueprinting the Best
Utilization Scheme of “TRUSTS” in the Super-
Aged Society

Research period April 1, 2021 - March 31, 2026

On April 1, 2021, SuMi TRUST Bank signed an agree-
ment with the Chuo University Research and Development
Initiative to establish a research unit entitled “The Research
Unit for Blueprinting the Best Utilization Scheme of
"TRUSTS" in the Super-Aged Society.”

The Group has defined its reason for existence
("Purpose”) as “To create new value with the power of
trusts and let prosperous future for our clients and society
bloom.” In this spirit, we established this research unit to

Chuo University Research and Development Initiative

help realize a prosperous aging society in which all Japanese
senior citizens can feel at ease and lead a happy life based
on their own free will. The goal is to research new applica-
tions of the trust system, such as new trust products and
services, in order to achieve financial inclusion, and to feed-
back the research results to society. Through these efforts,
SuMi TRUST Bank

will continue to make

efforts to contribute to

society with solutions

that actively utilize the

trust system.

* For more information, please refer to the press release dated April 22, 2021, published at https://www.smtb.jp/corporate/release/, titled "Establishment of research unit on Grand

Design for the Utilization of Trusts in an Aging Society at Chuo University Research and Development Initiative” (in Japanese).
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Initiatives on Key Sustainability Issues

Delivering Value to Communities

Delivering value to communities is a means for the SuMi TRUST Group to have a positive impact on stakeholders in a more direct
manner. Some initiatives are Group-wide, while others are being implemented independently by Group companies, like the “With

ESD project

Innovative SDG-focused education program that sparks awareness of sustainability in the next-generation

Initiative

Value generated (particular SDGs emphasized) KPI

You" activities.
We will look to ascertain the social value that these activities generate so that we might implement more beneficial initiatives in

the future.

* See pages 149-178 in our 2020/2021 Sustainability Report for more information.

UWC ISAK

Supporting a school that unearths and nurtures “changemakers” from disadvantaged backgrounds

2019 summer school

The Group collaborates with sustainability and communi-
cation company TREE (Masahiro Mizuno, Representative
Director) to run a progressive ESD (education for sustainable
development) project at mainly schools throughout Japan
with the use of visual aids and ICT. Since 2012, 13 sessions
of the program have been held at a pace of two per year.
In recent years in particular, collaboration with local boards
of education across Japan has focused on the education of
teachers. Starting in FY2020, we have taken up the challenge
of online classes and other cutting-edge initiatives.

o Archive of class “making-of” videos

e Using themes to create aware-
ness of local SDG issues

e Development of innovative ESD
methods using mainly ICT

L Accumulation of social value gen-

|

erated by each program (record-
ed video supplied to schools, new

method trials, etc.)

Initiative

Value generated (particular SDGs emphasized)

KPI

Every year since 2013, the Group has paid for the travel
expenses and tuition fees of one scholarship student
attending the summer school program of United World
College ISAK Japan (Lin Kobayashi, School Founder and
Chair of the Board), a school that incorporates the idea of
nurturing “changemakers” into its educational philosophy.
As of 2020, UWC ISAK Japan has accepted seven par-
ticipants into the summer school program, most of them
being scholarship students from Shanti Bhavan, a school
for lower-caste children in India.

The summer school was suspended in 2020 due to the
COVID-19 pandemic, but plans to resume in 2021.

¢ Unearth talented students from
disadvantaged backgrounds so
they might become “change-
makers” and help change the
world

* Have graduates now active in
society address poverty issues in
the regions they hail from

4
EDUCATON

L]

The career of students after grad-
uating (where possible, trace the
career paths of scholarship stu-
dents that received assistance)

Supporting national trusts

Supporting national trust activities mainly to protect local ecosystems

Initiative

Value generated (particular SDGs emphasized)

KPI

Since 2005 the Group has teamed up with the Association
of National Trusts in Japan and the Ecosystem
Conservation Society-Japan (which has a close relation-
ship with the former) to engage in various activities. For
example, setting up a donation program to help purchase
trust land, hosting panel exhibitions at our branches,
cooperating on a joint display at the EcoPro exhibition,
and holding online workshops as awareness-raising activi-
ties for employees. More recently, most of our activities
have focused on supporting regional revitalization.

e Supporting the preservation of
Japan'’s unique environment and
ecosystems through land con-
servation

e Supporting regional revitalization
initiatives by harnessing the envi-
ronment as a local resource

e Number of ongoing support
programs

e Area of trust land purchased
through donation programs

e Number of natural capital post-
ers produced and number of
lobby displays in branch offices

® Number of in-house awareness-
raising workshops held and
number of participants

Promoting ESD projects online

Since 2012, SuMi TRUST Bank has been working with TREE Co., Ltd., which oper-
ates the SDGs educational media site SDGs TV, on an ESD (Education for Sustainable
Development) project for children, who will lead the next generation. In March 2021, our

Dialogue themes of the four groups

(SDGs goals and targets)

16th ESD Project provided a special interactive class for third-year students of Ryukoku

Junior High School in Saga to learn in depth about the targets of the SDGs they are inter-

ested in and care about. This provided students with the opportunity to speak directly with

specialists who are active in their respective fields, with the aim of becoming “specialists

who can think for themselves.”

Due to the COVID-19 pandemic, the event and its planning were carried out completely

remotely, from the preliminary preparations to the class itself. The project was the first

online dialogue we have produced to connect students in the classroom with instructors in

Group 1 Goal 2 Target 2-1

End hunger and ensure access to sufficient food

Group 2 Goal 3 Target 3-3
Eradicate epidemics and
combat infectious diseases

Group 3 Goal 3 Target 3-9

Substantially reduce the number of deaths and

illnesses from water and soil pollution

Group 4 Goal 5 Target 5-c
Promote gender equality

various locations across Japan. The students engaged in a lively question-and-answer ses-

sion and exchange of opinions with the experts on the social issues of “hunger,

"o

malaria,”

“pollution,” and “gender equality,” which they had spent a long time studying. After the

event, the students shared their impressions with comments such as “I saw how the 17

goals of the SDGs are intricately intertwined and connected to each other,” and “There

are so many initiatives, from technical ones to actions you can take today, but | want to start

with what's around me.”

Online teacher-
student dialogue

Group’'s initiatives to clients visiting the branches.

Promoting the spread and awareness of “natural capita

In December 2020, the Group published a sustainability report on
the theme “Natural Capital” to disclose information regarding its
natural capital initiatives. At our branch offices too, we are actively

2021. The workshop was led by staff members of the Association of

trust bank. In addition, original posters created based on this report
were displayed at our branch offices across Japan to promote the

pursuing a number of initiatives to deepen knowledge about natural
capital and disseminate information to all local stakeholders, includ-
ing clients in the Retail Total Solution Services Business. About 450
employees participated in an online in-house workshop held in June

Lobby display

National Trusts in Japan and our employees, and covered such topics
as the concept of natural capital, the principles behind the Group's
initiatives, concrete examples of initiatives, and what we can do as a

Ill

From the workshop materials

Please also see our sustainability report
on the theme “Natural Capital.”

URL: https://www.smth jo/english/-/media/th/english/
sustainability/report/2020/NC-E-all.pdf

Disseminating high-quality information to seniors

The Group publishes two digest reports for seniors (on housing and dementia) for clients in the Retail Total
Solution Services Business. The updated edition of our digest report for seniors, “Considering Senior-Generation
Housing—V3.0,” published in April 2021, is a booklet that helps our clients of the senior generation choose the
best housing option for themselves. It has been revised to incorporate the latest research findings of the experts

we have assembled at the Trust Future Forum.

The report introduces a variety of ideas, information, and case studies for achieving “Aging in Place.” Aging in
Place refers to the ability of the elderly to continue living while maintaining and improving their quality of life (QOL)
regardless of age and physical or mental weakness issues. Aging in Place can be achieved in different ways; for
example, by remodeling the current home and continuing to live there, or relocating to a more comfortable home

or a home for the elderly.

In order to help clients achieve their Aging in Place goals, each branch office
offers a variety of services to support the housing needs of senior citizens, includ-
ing home renovation loans to finance accessibility renovations and other needs,
reverse mortgages to finance retirement using the home as collateral, and advice on
housing and taxes. We also proactively disseminate the information in the report to

SuMi TRUST

clients who visit our branches through lobby displays and original posters.

Please also see our digest reports for seniors “Considering Senior-Generation

Housing—V.

Housing—V3.0" and “Considering the Problems of Dementia—V2.0.” https://wwiwsmth

E3 SHGRMSARRoLR TR

Considering Senior-Generation

E3 =HERNSR- RbF TR

»%‘ |

3.0 Dementia—V2.0
jolest/report/2020/all5.pdf

Original poster

Considering the Problems of

https://www.smth.jp/csr/report/2019/all5. pdf
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Initiatives on Key Sustainability Issues

Multi-stakeholder Partnerships

Goal 17 of the SDGs is about advancing different types of partnerships for the purpose of achieving the goals. In rec- 17 ramses
ognizing that finance plays a key role in the formation of a sustainable society, the Group collaborates with various stake-
holders, including other financial institutions, places much emphasis on actions that attempt to solve challenging issues,
and actively participates in initiatives in Japan and overseas.

FOR THE GOALS

&

UNEP FI (United Nations Environment Programme
Finance Initiative)

.::PRI

Principles for Responsible Investment
(PRI)

TCFD (Task Force on Climate-related
Financial Disclosures)

Major initiatives SuMi Trust Holdings is a signatory to or participates in

WE SUPPORT

United Nations Global Compact
(UN Global Compact)

// P FA21 Principles for Financial

Action for the 21st Century

Principles for Financial Action
for the 21st Century

CDP

Principles for Responsible Banking
(PRB)

Leadership Declaration under Business
and Biodiversity Initiative
“Biodiversity in Good Company”

Natural Capital Finance Alliance
(formerly: the Natural Capital Declaration)

Major initiatives SuMi TRUST Bank is a signatory to or participates in

The Equator Principles The Poseidon Principles

W

Well-being
Initiative

Well-being Initiative

Governance Network

Access to Medicine

International Corporate Climate Action 100+

Ceres

Major initiatives Sumitomo Mitsui Trust Asset Management and Nikko Asset Management are
signatories to or participate in (excluding the initiatives SuMi Trust Holdings is a signatory to)

Thirty Percent Coalition member
30% Club UK/ 30% Club Japan Investor
Group member

Investor Agenda

Multi-stakeholder Partnerships

Principles for Responsible Banking (PRB)

In September 2019, the Group became an inaugural signatory to the Principles for Responsible Banking, through which the
banking industry collaborates globally to promote sustainability. The Principles for Responsible Banking commit signatories to
align their business strategies and practices with the Sustainable Development Goals (SDGs) and the Paris Agreement goals.
By focusing on the areas in which our core business could assert great impact, setting goals for specific initiatives, and taking
action, we hope to make significant contributions towards achieving the targets of the SDGs on both a global and local level.

To commemorate the first anniversary of the establishment of the Principles for Responsible Banking, UNEP Fl, the secre-
tariat of the Principles for Responsible Banking, has released 10 videos of interviews on specific initiatives by the signatories,
including commentary from SuMi TRUST Bank on the significance of the PRB from the perspective of the banking business.
Having signed on to the PRB, we are obligated to disclose information about our initiatives every year. Our first such disclo-

sure appeared in the Sustainability Report 2020/2021.
[
PR
EEm

The PRI, which were formulated by the United Nations Global Compact and the United Nations Environment Programme

Principles for Responsible Investment (PRI)

Finance Initiative (UNEP Fl) as a joint secretariat, were signed by Sumitomo Mtsui Trust Asset Management (SMTAM, then
known as Sumitomo Trust & Banking) in May 2006, and by Nikko Asset Management in October 2007. The Principles call on
institutional investors such as pension funds and asset managers to consider ESG (Environmental, Social, Governance) when
making investment decisions. In 2019, SuMi TRUST Bank also re-signed, which means three Group companies are now signa-
tories: SuMi TRUST Bank, SMTAM, and Nikko AM. In addition, SMTAM is participating in the Water Risk Working Group, and
both SMTAM and Nikko AM are participating in the Palm Oil Working Group and other groups to practice engagement with

relevant companies.

Climate Action 100+

CA100+ brings together more than 500 investment institutions from around the world to collaborative with more than 160
of the world’s largest greenhouse gas emitters.

SMTAM has been a steering committee member of the CA100+ on behalf of Asia since April 2020, as well as the lead man-
ager for nine companies in the region to interact directly with.

CA100+ operates based on regional partnerships. Management control, such as the development of engagement policies
for each region, government-level engagement plans, and information dissemination, is carried out mainly by the steering
committee, consisting of 10 companies representing each region of the world (as of the end of June 2021). As a member of
this group, SMTAM is honored to represent the Asian region in the world's largest collaborative engagement, but also feels a

sense of great responsibility to push the world and Asia towards climate action.

Business and Biodiversity Initiative and TNFD

SuMi TRUST Holdings signed a leadership declaration under the Business and Biodiversity Initiative “Biodiversity in Good
Company” at the ninth meeting of the Conference of the Parties (COP9) to the Convention on Biological Diversity held in
May 2008 in Germany. As a founding member of the initiative, which is led by the German government, we have been an early
advocate of the importance of biodiversity in the economy. Especially recently, the importance of nature is becoming more
recognized by the financial sector. When the Action Guidelines for the Conservation of Biodiversity were formulated in 2011,
SuMi TRUST Holdings was one of the first financial institutions in Japan to incorporate biodiversity into its business activities.
Since then, we have continued to work tirelessly to develop products and services that help conserve biodiversity and busi-
ness activities that are linked to the Sustainable Development Goals (SDGs).

In addition, SMTAM has joined the working group of the TNFD (Taskforce on Nature-related Financial Disclosure), which
was launched in June 2021, and has started contributing to the joint effort to organize COP15, which will be held this year.

* See pages 23-25 in our 2020/2021 Sustainability Report for more information.
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OW do we support
value creation?

To meet the expectations of diverse stakeholders and to ensure that our own value
creation process is a sustainable and stable one, the SuMi TRUST Group maintains a
high level of corporate governance in line with its business model. This also involves the
management of appropriate risk controls and the strengthening of compliance practices
so that we might enjoy the unwavering trust of society. We nurture human resources

that help enhance our corporate value, adopt a client-oriented approach to business,

and focus on sound communication with shareholders and investors alike.
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Corporate Governance

As a trust bank group, the SuMi TRUST Group is taking steps to strengthen its corporate governance

system in line with its business model. As a “company with Three Committees,” in addition to the require-

ment under the Companies Act for the establishment of statutory committees, we also have a Risk
Committee and Conflicts of Interest Committee in place, both of which function as advisory bodies to the
Board of Directors. We also strive to further enhance management transparency by appointing an external

director as chairman of the Board of Directors.

1. Basic Initiative Policy

In order to adhere to the principles of sound management,
based on a high degree of self-discipline with the background
of fiduciary spirit, and to establish strong credibility with
society, SuMi TRUST Holdings commits itself to enhancing
its corporate governance system in line with the following
basic philosophy, with the objective of supporting sustainable
growth and medium- to long-term enhancement of the enter-

prise value of the SuMi TRUST Group. In addition, the Board
of Directors sets out and discloses the SuMi TRUST Group's
Reason for Existence (“Purpose”), Management Principles
("Mission”), Ideal Model (“Vision"), and Codes of Conduct
("Value") as the anchor for all of our activities, which is shared
by all of the directors, officers, and employees of the SuMi
TRUST Group.

Basic Philosophy

* SuMi TRUST Holdings shall respect shareholder rights, and endeav-
or to develop an environment in which shareholders can exercise
their rights appropriately and effectively, and to secure the effective
equal treatment of shareholders.

* By recognizing the importance of its social responsibilities and pub-
lic mission, SuMi TRUST Holdings shall endeavor to appropriately
cooperate with its stakeholders, including shareholders, clients,
employees, business partners, and local communities, and to estab-
lish a corporate culture and climate in which it conducts sound busi-
ness operations based on a high degree of self-discipline.

* In order to establish a basis for constructive dialogue with its
stakeholders, SuMi TRUST Holdings shall separately articulate its
Disclosure Policy, and endeavor to appropriately disclose corporate

2. Our Views on Corporate Governance

information, including non-financial information, and ensure the
transparency of its corporate management.

° As the financial holding company that assumes the corporate
management function of the SuMi TRUST Group, SuMi TRUST
Holdings adopted the institutional design of a “company with
Three Committees,” and, by separating the execution and supervi-
sion of business, shall endeavor to ensure the Board of Directors’
role of effective supervision.

* SuMi TRUST Holdings shall engage in constructive dialogue with its
stakeholders in order to contribute to sustainable growth, as well as
the medium- to long-term enhancement of the enterprise value of
SuMi TRUST Holdings.

SuMi TRUST Holdings is a financial holding company with
many subsidiaries under its Group umbrella, including SuMi
TRUST Bank, Sumitomo Mitsui Trust Asset Management, and
Nikko Asset Management. Guided by our fiduciary spirit, we
aim to leverage our significant expertise and creativity to com-
bine our banking, asset management and asset administration,

and real estate businesses to deliver total solutions to our cli-
ents as their "Best Partner.” In order to fulfill our principles and
live up to the expectations of our stakeholders, we shall strive
to ensure the soundness and reliability of the Group’s business
model, as well as management transparency, and continually
strive to enhance the Group's corporate governance.

3. Board of Directors

(1) Roles of the Board of Directors

The Board of Directors ensures the fairness and transpar-
ency of the SuMi TRUST Group's corporate management as
its central role, by setting out the basic management policy of
the SuMi TRUST Group and supervising the overall manage-
ment of the Group. Thus, with the exception of matters that
are required by law to be decided by the Board of Directors,
the Board of Directors, in principle, delegates decisions on the
execution of business to executive officers, and supervises the
execution of business officers and other officers. Meanwhile,
the Board of Directors provides and improves an environ-
ment in which external directors may properly supervise the
execution of duties by the Board of Directors and the top
management, as well as any conflicts of interest that may arise
between SuMi TRUST Holdings and the management team
from the standpoint of stakeholders, in order to support sus-
tainable growth and the medium- to long-term enhancement
of the enterprise value of the SuMi TRUST Group.

In light of the importance of environmental and social issues
related to sustainability, the Board of Directors prescribes
a basic policy regarding social responsibility that is to be
implemented by each Group company (the “Sustainability
Policy”). Under this Sustainability Policy, the Board of Directors
enhances awareness among its officers and employees, and
promotes positive efforts to resolve these issues while taking
its stakeholders into consideration, with the aim of supporting
the sustainable growth of society and increasing the enterprise
value of the SuMi TRUST Group.

Furthermore, the Board of Directors establishes policies
regarding the provision of products and services suitable
for the true benefit of our clients (the “Policies regarding
the Fiduciary Duties of the Sumitomo Mitsui Trust Group”),
acts to ensure client comfort and satisfaction by sharing our
“client-orientation” policy within the SuMi TRUST Group, and
promotes the practice of fiduciary duties in the SuMi TRUST
Group by supervising each Group company’s commitment to
its fiduciary duties.

(2) Composition of the Board of Directors

The Board of Directors at SuMi TRUST Holdings has
appointed sufficient number of directors considered neces-
sary and appropriate for the Board to demonstrate an effective
supervisory function as required of a financial holding com-
pany tasked with the management of the Group. In determin-
ing the number of directors, due consideration is also given to
ensuring diversity and expertise among directors.

In light of the importance of the functions of external direc-
tors in corporate governance, as a general rule, at least one-
third of the directors on the Board of Directors are independent
external directors. The Board of Directors establishes and dis-
closes Independence Standards of Independent Directors.

Furthermore, in deciding the candidates for directors, SuMi
TRUST Holdings looks for individuals who are able to formulate
strategies that demonstrate the Group's strengths and who are
able to participate in discussions about management administra-

tion, while striving to ensure a balance and diversity of knowl-
edge, experience and capabilities that is appropriate to properly
oversee our wide range of business areas as a trust bank group.

B Composition of the Board of Directors

Only on one occasion was one director absent.

[
External directors (7 directors) Internal directors (8 directors)

‘ Percentage of external directors ‘ 47%

Non-executive directors (11 directors) Exe(c : t(;\ilreegtl(:(:sc)tors

‘ Percentage of non-executive directors ‘ 73%

W All seven external directors have been registered as independent officers with the
relevant securities exchange.
M Breakdown of 15 directors: 13 men, 2 women

M 18 Board of Directors meetings were convened during the period July 1, 2020 through
June 30, 2021.

(3) Chairman of the Board of Directors (External Director)

While a “company with Three Committees” is, in prin-
ciple, able to delegate important business execution deci-
sions to executive officers, the Board of Directors is required
to exercise a greater supervisory function. In light of the role
expected of the Board of Directors, SuMi TRUST Holdings has
appointed Mr. Isao Matsushita, an external director, as chair-
man of the Board of Directors.

In addition, SuMi TRUST Holdings has established the
Corporate Secretariat as an organization that assists the chair-
man in fulfilling his duties, thereby providing information for use
in the selection of agendas for Board of Directors meetings, and
offering assistance regarding matters such as the clarification of
points related to the agendas of Board of Directors meetings.

External Directors’ Meeting

To further improve the effectiveness of corporate gov-
ernance, external directors’ meetings, which are attended
exclusively by external directors, are held regularly.

These meetings, at which external directors engage in active
and unrestrained discussions and share information and aware-
ness from independent and objective positions, help foster a
relationship of trust among the external directors and strength-
en the supervisory function of the Board of Directors.

At the external directors’ meetings held in FY2020, taking
the results of the Evaluation of the Board of Directors and
other factors into account, the external directors discussed,
among other matters, operational improvements and topics
for future discussion at the Board of Directors meeting, and

then offered recommendations to the executive.
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Corporate Governance

4. Deliberations by the Board of Directors

The Board of Directors is subject to rigorous management
based on its annual schedule, which is formulated as part of the
PDCA cycle for the Evaluation of the Board of Directors con-
ducted every year, and deliberations are conducted in response
to changes in the environment inside and outside the company.

FY2020 marked the transition from the formulation phase of
the Medium-Term Management Plan to the phase of monitor-
ing its progress, and as a result the relative amount of delibera-
tion time spent on “Management strategies and monitoring”

Relationships with
stakeholders l

Management

10% strategies and

Finance monitoring
9 FY201? 439
deliberations
Risk management ————*

239 Governance

15%

M Topics deliberated on by the Board of Directors in FY2020

decreased compared to FY2019. On the other hand, the relative
amount of deliberation time spent on “Governance” and “Risk
management” increased in FY2020 after the occurrence of seri-
ous incidents, which stimulated deeper deliberations on topics
such as improving our business operational quality (which is the
source of the SuMi Trust Group's strengths), the new policy on
strategic shareholdings, and the policy on dialogue with corpo-
rate clients. The point of these deliberations was to strengthen
the relationship of trust with clients and society.

Relationships with
stakeholders l
Management

144 strategies and
Finance monitoring
FY2020

9, 28%
° deliberations
Risk management ——— Governance
28% 21%

Subject Topics
Management strategies ~ ® Monitoring progress of Medium-Term Management Plan * Materiality management and Sustainability Policy
and monitoring * Topics relevant to development of annual management plan (coping with the new normal, the Group's vision under the new management, etc.)

* Selection of President based on succession plan

 Results of Evaluation of the Board of Directors, etc.

98 Governance © Enhancement of compensation system for directors and executive officers ~ ® New policy on strategic shareholdings
¢ Improvement and upgrading of our business operational quality in light of e Upgrading of cybersecurity
N Risk management serious incidents * Impact of, and response to, COVID-19
N  Conduct risk management framework
El Finance * Changes to shareholder return policy ® Issues surrounding IFRS adoption and how to address them
&5 Relationships with o Cllimate chéngg response and disclosure (TCFD, etc.) o Strateg.ies to promote fiduciary duties and customer satisfactlion
%’, stakeholders e Dialogue with investors, shareholder measures o Incrgasmg employees’ awareness of Purpose and strengthening
o their engagement
>
o . .
S 5. Results of the FY2020 Evaluation of the Board of Directors

SuMi TRUST Holdings conducts an annual evaluation of
the effectiveness of the Board of Directors as a whole (the
“Evaluation of the Board of Directors”), and reviews and
implements remedial measures for the challenges it recog-
nizes, thereby ensuring a PDCA cycle to improve the effective-
ness of the Board of Directors’ oversight.

In the Evaluation of the Board of Directors for FY2020, we
confirmed that certain improvements have been implemented
with respect to the issues that were raised in FY2019. We also

B PDCA Cycle
Formulation of annual deliberation schedule (deliberated on by Board of Directors)

Management of the Board of Directors and Committees

Effectiveness evaluation and understanding of issues
(deliberated on by Board of Directors)

Examination of approach to addressing issues and critical deliberation issues
(deliberated on by Board of Directors)

confirmed that the content of the deliberations has been

enhanced and the supervisory function has been strengthened

as a result of the Board of Directors and each committee being
operated with an awareness of its objectives, and that a certain
level of effectiveness had been ensured.

On the other hand, through the Evaluation of the Board of
Directors, SuMi TRUST Holdings identified the following three
challenges as requiring improvement and enhancement by the
Board of Directors and each committee, and is working con-
tinuously to address these issues.

(1) Improving discussions concerning important themes and medium-
to long-term management issues and strategies set out in the
Medium-Term Management Plan.

(2) Further improvement and validation of the effectiveness of the
internal control system and governance on a Group-wide basis

(3) Enhancement of dialogue with executives regarding the Board
of Directors’ recognition of issues and acceleration of responses
to the issues

For more information, see the link below.
URL: https://www.smth.jp/english/-/media/th/english/about_us/management/
governance/evaluation_E200629.pdf

6. Exercise of Supervisory Functions Related to Strategic Shareholdings

(1) Status of Deliberations at the Board of Directors

The SuMi TRUST Group's Board of Directors has long rec-
ognized the reduction of strategic shareholdings as a material
management issue and has strengthened its monitoring of the
issue. The Board receives regular reports from the business
execution departments on the status of the Group's reduction
of strategic shareholdings and incorporates perspectives from
outside the Company while deliberating on the issue.

In FY2020, the Board of Directors and the business execu-
tion departments continued to deliberate on the issues listed
in the table below based on a reciprocal examination process
involving mutual discussions and two-way dialogue.

Outside of the Board of Directors meetings, preparatory
briefings* were utilized to drive the discussions forward.

* Meetings for the purpose of briefing mainly external directors about draft agenda
items for Board of Directors meetings.

Date Topic of Deliberation

May 2020 e Status of strategic shareholdings

® Status of strategic shareholdings
November 2020 e Changes in the environment surrounding strategic
shareholdings

e Direction of policy to reduce strategic shareholdings
January 2021 ¢ Hedging policy against risk of market value fluctuations
of strategic shareholdings

February 2021 e Direction of policy to reduce strategic shareholdings

March 2021 e Policy to reduce strategic shareholdings

April 2021 e Disclosure of policy to reduce strategic shareholdings

® Status of handling of strategic shareholdings
May 2021 e Enhancements to the system for the exercise of
voting rights

e Status of handling of strategic shareholdings
June 2021 ¢ Amending Basic Policy on Corporate Governance in
relation to policy on strategic shareholdings

(2) Main Points of Discussion at the Board of Directors
As a trust bank group with a diverse range of stakeholders,
the SuMi TRUST Group is committed to creating a virtuous cir-
culation from increased enterprise value leading to an increase
in household savings, assets and capital. In this context, the
Board of Directors has redoubled its commitment to deep-
ening its deliberations with respect to the Group's strategic
shareholdings, and on the following issues in particular.

1) Recognition of the current situation in light of changes in
the environment surrounding strategic shareholdings
With respect to strategic shareholdings, the Group has

been aware of the issue of the size of its exposure in com-

parison to its shareholders’ equity and the risk of market value
fluctuations, and has been taking measures to address these
issues. However, as a result of deliberations on the current
situation of the Group in light of changes in the external envi-
ronment, including the impact of financial regulations such as
Basel lll and trends at other companies that provide advice on

the exercise of voting rights, the Board of Directors came to
the conclusion that non-routine measures were necessary.

2) New policy on strategic shareholdings

Based on this recognition, the Board of Directors deliber-
ated on a new policy on strategic shareholdings aimed at
contributing to the further development of capital markets
and the virtuous circles of funds, assets, and capital. The new
policy incorporates a variety of considerations from different
perspectives, including how to hold shares in a manner consis-
tent with our social responsibility as Japan’s largest trust bank
group providing asset management and asset administration
services, how to respond to the needs of corporate clients of
whom the SuMi TRUST Group is a strategic shareholder, how
to manage the impact of the reduction in holdings on the
Group's business and financial results, and how to manage the
risk of market value fluctuations associated with the strategic
shareholdings.

As a result of these deliberations, the Board of Directors
resolved to change its existing policy on strategic sharehold-
ings to the policy that, in principle, the Group shall not hold
any “strategic shareholdings as a conventional stable share-
holder,” and to clearly state this policy in the Group's Basic
Policy on Corporate Governance.

Going forward, in accordance with the Basic Policy, the
Board of Directors will closely supervise the Group's progress
on the reduction of strategic shareholdings as well as its ability
to offer solutions that sustainably increase enterprise value and
solve problems through extensive dialogue with our clients.

M Deliberations at the Board of Directors

o Financial regulations

 New trends in the exercise
of voting rights, etc.

Changes in the
environment

v

New policy on strategic
shareholdings

Stakeholders

Impact on the
Company

e Impact on business and e Clients

financial performance o Capital markets, etc.
o Risk of market value

fluctuations, etc.
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Corporate Governance

7. Committees

To ensure the effectiveness of corporate governance and
further enhance the soundness and reliability of the Group’s
business model, as well as the transparency of management,
we have established the Risk Committee and the Conflicts
of Interest Committee as advisory bodies to the Board of
Directors to complement the three committees required under
the Companies Act, namely, the Nominating Committee, the
Compensation Committee, and the Audit Committee. As a
financial group specialized in trust banking, the Conflicts of
Interest Committee possesses supervisory functions unlike at
any other financial group.

(1) Nominating Committee

The Nominating Committee determines the content of pro-
posals regarding the election and dismissal of directors to be
submitted to the General Meeting of Shareholders, receives
requests for consultation regarding the election and dismissal
of executive officers including the President, as well as the
succession plan for the management team from the Board
of Directors, and deliberates and reports on these matters. It
also receives requests for consultation regarding the election
and dismissal of directors from the Board of Directors of SuMi
TRUST Bank and Sumitomo Mitsui Trust Asset Management,

and deliberates and reports regarding these matters.

(2) Compensation Committee

The Compensation Committee prescribes policy regard-
ing decisions on the content of compensation for individual
executive officers and directors, and determines the content of
compensation for individual executive officers and directors, in
accordance with this policy. It receives requests for consultation
regarding policies on decisions on the content of compensation
for individual directors, etc. from the Board of Directors of SuMi
TRUST Bank and Sumitomo Mitsui Trust Asset Management,
and deliberates and reports on these matters.

(3) Audit Committee

The Audit Committee audits the execution of duties by
executive officers and directors, and prepares audit reports.
It determines the content of proposals regarding the elec-
tion and dismissal of a financial auditor, and regarding refus-
als to reappoint a financial auditor that are submitted to the
General Meeting of Shareholders. In order to fulfill its role and
responsibilities, the Audit Committee appropriately exercises its
authority to investigate the status of business and the assets of
companies belonging to the SuMi TRUST Group. It appropriate-

B Meetings of Board of Directors and Committees (July 2020 through June 2021)

July2020 Aug. Sept. Oct. Nov. Dec. Jan.2021

Feb. Mar.  Apr.  May June

Committee self-evaluations

Board of Directors ° e o o o0 o0 oo e o0 o o0 oo = Every year each committee conducts a
Nominating Committee © © 00 00 © 000 000 000 © o oo oo self-evaluation in an effort to improve its
Compensation Committee [ ] [ ] [ [ L] [ ] [ ] oo oo autonomOL'Js managemenF by cons'lderlng
and adopting measures aimed at improv-
Audit Committee [ ] [ ] [ ] [ ] ( 1] [ ] [ ] [ ] ( 1] [ ] o0 000 . . . " . .
ing issues identified in the evaluation.
Risk Committee ° ° ° ° ° ° = The results of each committee’s self-
Conflicts of Interest Committee [ ] [ ] [ [ ] [ ] [ ] evaluation are reported to the Board of

® One meeting ®® Two meetings ® ® ® Three meetings

M Corporate Governance System

Directors for deliberation (in April).

General Meeting of Shareholders

Supervisory body

Board of Directors

Supervision of the execution of duties of directors and executive officers

Statutory committee
Voluntary committee

O..Q.@@‘........

Nominating Committee*’' Compensation Committee*" Audit Committee*'

Election and dismissal of directors

00000060

*1 A majority of committee members are independent external directors

Determination of compensation for
directors and executive officers

ceeeoo

Audit of execution of duties of
directors and executive officers

oceeoo

Risk Committee*?

Advice on risk governance

ceo0o0

*2 A majority of committee members are independent external directors or external experts

Conflicts of Interest Committee*?

Enhancement of the conflict of
interest management framework

ceo0o

/Nt Chairman Chairperson
(Board of Directors) (Each Committee)

@ : External
 Internal/Non-executive
@ : Internal/Executive

| |: Female Directors

Supervise

Executive body

Executive Committee

Representative Executive Officers Executive Officers, etc.

Individual Committees

ly utilizes the internal control system of the SuMi TRUST Group,
and systematically and efficiently conducts audits by receiving
reports from executive officers, directors, and a financial auditor,
and through communications with these individuals.

(4) Risk Committee

The Risk Committee receives requests for consultation from
the Board of Directors on (i) matters concerning the business
environment surrounding the SuMi TRUST Group, top risks,
and materiality, and (i) matters concerning the operation of its
risk appetite framework, risk management, and monitoring of
the effectiveness of the internal control system related to com-
pliance management of the SuMi TRUST Group, and reviews
and reports on their appropriateness.

(5) Conflicts of Interest Committee

The Conflicts of Interest Committee receives requests for
consultation from the Board of Directors on (i) matters concern-
ing the validity of the conflict of interest management frame-
work of the SuMi TRUST Group, (ii) matters concerning the
effectiveness of conflict of interest management, client expla-
nation management, and client support management of the
SuMi TRUST Group, as well as the enhancement of associated
systems, (iii) matters concerning Policies regarding the Fiduciary
Duties of the SuMi TRUST Group and the action plans of each
Group company, (iv) particularly important matters concerning
the dissemination of conflict of interest management and fidu-
ciary duties in the SuMi TRUST Group, and other matters, and
reviews and reports on their appropriateness.

Main matters for deliberation in FY2020*!

Matters for consultation posed by the Board of Directors in FY2021*2*3

Nominating

Committee o Selection of President based on succession plan

e Proposed candidates for directors of the Company and its major subsidiaries

Further refinement of succession plan and processes

) ® Compensation for directors and executive officers
Compensation

e Executive compensation systems at the Company and major subsidiaries,

Verification and continuous review of the effectiveness of

Committee . L . . the compensation system
such as partial revision of the stock compensation system for executives
. Key audit items including the progress of the Medium-Term Management L .
Audit y 9 the prog . gemen * Monitoring of the progress of the Medium-Term Management Plan
. Plan and the status of the establishment and operation of a group-wide risk
Committee i e Status of efforts to enhance Group governance
management system based on three lines of defense.
o Status of assumptions about the surrounding business environment and
Risk top risks e Enterprise risk management based on materiality
Committee o Risk appetite framework ® Extent of uptake and spread of a risk culture
e Fostering a culture awareness to risk and measures to disseminate it
e Risk management based on the characteristics of a trust bank group
) e Status of implementation of client-oriented business operations, ) ) )
Conflicts including focus on consulting e Pursuit of the clients’ best interests
of Interest : - i i i i
_ « Improvement of service quality management e System for managing _confllcts of interest related to the expansion of
Committee the Group and its businesses

¢ Improvement of risk management related to the trust business

*1 July 2020 through June 2021 *2 July 2021 through June 2022 *3 For the Audit Committee, audit instructions from the Board of Directors
Yy 9 y 9

Bl Members of Committees

(/\ : Chairperson, @ : Member (external), @ : Member (internal/non-executive), @ : Member (internal/executive), [_|: Female Directors (internal/executive))

1

Nominating

Compensation Audit Risk

Conflicts of Interest

Directors Isao Matsushita (A)

Shinichi Saito o

(4]

Hiroko Kawamoto o

)

Mitsuhiro Aso

Nobuaki Katoh o

Masanori Yanagi (]

Kaoru Kashima

Experts Hideki Kanda*

Kenji Fujii

Takeshi Suzuki

Mikio Araki

Haruyuki Toyama

Akiko Hosokawa

Directors Tetsuo Ohkubo

Masaru Hashimoto

Kuniyuki Shudo

Kouji Tanaka

Executive Officer  Yasuyuki Suzuki

* Mr. Hideki Kanda is an external director of SuMi TRUST Bank.
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Corporate Governance

8. Compensation System for Directors and Executive Officers / Succession Plan

(1) Policy Regarding Decisions on the Content of
Compensation

e Compensation for directors and executive officers is intended to
function effectively as an incentive for the improvement of corpo-
rate performance and enhancement of enterprise value.

e Rather than focusing on a single-year performance evaluation
in which short-term contributions to profit are emphasized, we
are building a compensation system with a balance of near-term
incentives and medium- to long-term incentives, with rewards
based on a comprehensive evaluation framework that reflects
earnings contributions over the medium to long-term.

* \We accurately assess the roles that directors and executive offi-
cers of SuMi TRUST Holdings must perform in corporate man-
agement, as well as the results of their efforts, in order for them
to adequately discharge their supervisory duties over the Group

Fixed compensation (roughly 40%)

companies, and determine individual compensation based on
highly transparent, fair, and objective evaluations.

® The Compensation Committee forges deeper collaborations
with committees in order to build a compensation system that is
accountable, and engages in deliberations with the aim of oper-
ating a fair and balanced compensation system.

e Neither internal nor external committee members participate in
decisions regarding their own compensation.

(2) Overview of the Compensation System

In principle, compensation is paid with a combination of
monthly compensation (comprising fixed compensation and
individual performance compensation), bonuses for directors
and executive officers (performance-linked bonuses), and
stock compensation (share delivery trust).

Variable compensation (roughly 60%)

Fixed compensation as a percentage
of monthly compensation 40%

President* ‘

Individual performance compensation as a percentage
of monthly compensation 25% 15%

Stock compensation

Bonus 20% Total 100%

* For executives other than the President, the fixed compensation as a percentage of monthly compensation is about 45%, the individual performance compensation as a percentage of monthly compensation is about 25%, the bonus is

about 20%, and the stock compensation is about 10%.

(3) Indicators (KPIs) Concerning Performance-Linked Compensation

A system has been introduced to derive total bonus (perfor-
mance-linked) and stock based remuneration (share delivery
trust) for directors and officers by calculating achievement

rates for the items listed below with reference to KPIs and then
multiplying the rates against a predetermined base.

Neér-term/ Indicators (KPIs) concerning performance-linked compensation KPI selection reason Calculation method
medium-term
Target*! Actual*!
Bonuses for directors and officers (performance-linked)
| linkedto | (1) Consolidated net business profit 260bnyen || 294.7bnyen || Considered the KPIs at left to be appropriate Calculated based on a weighted average ‘
near-term (2) Consolidated net profit attributable to indicators of the company’s business results with a 2:1 weighting on the achieve-
earnings owners of the parent 140 bnyen 142.1bnyen and capabilities in the fiscal year under review | | ment rates for (1) and (2), respectively

Stock compensation (share delivery trust)*2

‘ Linked to ‘ (1) Consolidated net business profit 260 bn yen 294.7bnyen || Considered the KPIs at left to be appropriate Calculated based on a weighted average ‘
near-term (2) Consolidated net profit attributable to o a1 indicators of the company's business results with a 2:1 weighting on the achieve-
eamings owners of the parent nyer -1 DNYeN | and capabilities in the fiscal year under review | | ment rates for (1) and (2), respectively

(3) Consolidated shareholders equity and ROE Around 7% 5.41% o Final achievement rate calculated by
(4) Consolidated common equity tier 1 o . * Considered them as appropriate KPIs for qualitatively assessing the achievement
capital ratio Mid-10% range 9.4% they are key financial indicators and non- and progress of (3), (4), and (5), as
Llnked to e b e G Lower 60% range 601% financial items in the company's Me(lllurn- weII.as the activities for(6)apd (7)and
medium-term Term Management Plan and key topics in adding the scores to the achievements
eamings (6) ESG-related activities and rating agency _ B management strategy rates calculated with (1) and (2) above.

score, etc.

(7) Fiduciary duty and customer satisfaction
activities

o To clarify commitment to management of
directors, officers, and executive officers

o Achievement rate is capped at 130%
(lower limit of 0%) so as to provide an
appropriate incentive scheme

*1(1)and (2) are the results for 2020 against the forecast announced in 2020 (reviewed in November). (3) or (5) is the actual result for 2020 against the target for 2020 set in the Medium-Term Management Plan.
*2 Compensation with the use of a trust scheme. Points are awarded every fiscal year based on the achievement rates for the KPIs above and delivered in the form of shares upon retirement. Malus (reduction/forfeiture prior to share deliv-
ery)and clawback (return after share delivery) provisions apply.

(4) Succession Plan

In order to realize the sustainable growth of the Group and
enhance its enterprise value, the Group has created succession
plans for the top management of SuMi TRUST Holdings and its
major subsidiaries, SuMi TRUST Bank and Sumitomo Mitsui Trust
Asset Management. We have also created management personnel
development plans for the personnel who will be responsible for
the management of each business and corporate management.

These plans define the ideals and requirements of directors
and executive officers, and assist the management and devel-
opment of a pool of candidates that meet these ideals and
requirements.

The status of the progress of succession plans and manage-
ment personnel development plans is reported regularly to the
Nominating Committee, which reports to the Board of Directors.

Message from the Chairman of the Board of Directors and

the Chairman of the Nominating Committee

Isao Matsushita

External Director

Chairman of the Board of Directors and
Chairman of the Nominating Committee

Performance Status of the Functions of
the Board of Directors

Four years have elapsed since SuMi TRUST Holdings
became a “company with Three Committees,” and dur-
ing this period, the Board of Directors has made steady
progress in accordance with the PDCA cycle of annual
evaluation of the Board of Directors. Seeking to further
enhance its supervisory function, the Board of Directors
itself has continued to reflect seriously about what its
role should be. | believe that we have been able to
build a frank relationship with the executive side that
includes critical discussions.

At last year's Board of Directors meeting, in response
to the occurrence of serious incidents, we challenged
the executive side with sustained questioning from an
outsider’s perspective. These exchanges made us real-
ize the need to accelerate our efforts to improve the
quality of our operations, which is the starting point of a
trust bank group, and to strengthen the relationship of
trust with our clients and society.

In addition, as a result of further transfer of author-
ity to the executive side under the “monitoring board”
model, which separates execution from supervision,
| feel the need to further deepen the dialogue by taking
additional steps to follow up on the status of discus-
sions on the executive side, and at times, demanding
speedier responses. This was presented as one of the
issues to be addressed in the evaluation of the Board of
Directors in FY2020.

Going forward, in my role as chairman of the Board of
Directors, | intend to continue to address these issues
and to enrich our discussions aimed at achieving sus-
tainability, both in society and in terms of stable growth

in the Group, so that we can live up to the expectations
of our stakeholders.

Process and Key Points for Selecting
the President

| was appointed as an external director in 2017, the
same year of the transition to a “company with Three
Committees,” and today | serve as chairman of the Board
of Directors and chairman of the Nominating Committee.
Of the seven members of the Nominating Committee,
five, including myself, are external directors, which |
believe constitutes a highly independent structure. This
selection of President was the first since the transition
to a company with Three Committees. However, the
Nominating Committee had been continuously discuss-
ing the selection in accordance with the succession plan,
which had been undergoing revision since 2017.

Specifically, when selecting the President, the com-
mittee members, each of whom brings a broad range
of experiences, knowledge, and perspectives, consid-
ered and discussed each of several candidates based
on their achievements, reputation, leadership, and
similar qualities in light of the Group's business environ-
ment, business strategy, and the qualities required of
top management. Following candidate deliberations,
including interviews, the Nominating Committee com-
piled a draft report at its January 2021 meeting and
submitted it to the Board of Directors. Overall, | believe
that the selection of the President was conducted with a
high degree of objectivity and transparency.

B Development of management personnel based on
succession plan

Succession plans for
top personnel in
each business Top
management

Succession plans for
top management

Next-

generation
‘top management

. candidates
Highly
specialized
personnel in ® o

each business econd-to-
Pool of . next-generation
next-generation top management

candidates % candidates

Main successors in Main successors in each corporate
each business management department
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Our Board of Directors and Executive Officers

(As of July 1, 2021)

Directors (internal)

Director, President
(Representative Executive Officer)

Toru Takakura

Toru Takakura has served as a senior managing executive officer in charge of overseeing corporate manage-
ment departments of SuMi TRUST Holdings, and assumed office as President, Executive Officer in April
2021. He has experience of being in charge of corporate management departments of Sumitomo Mitsui
Trust Bank, Limited and has served as an officer in charge of Fiduciary Services Business. Therefore, he has
extensive knowledge and experience regarding the corporate management and business operations of a
trust bank group.

Director, Deputy President
(Representative Executive Officer)

Jiro Araumi

Jiro Araumi was in charge of the corporate management department as Senior Managing Executive Officer from
April 2017, and Director, Senior Managing Executive Officer from June 2017 to March 2021. He has assumed
office as Director, Deputy President since April 2021. He has also served as an officer in charge of Fiduciary
Services Business of Sumitomo Mitsui Trust Bank, Limited until March 2021. Therefore, he has extensive knowl-
edge and experience regarding the corporate management and business operations of a trust bank group.

Director,
Senior Managing Executive Officer

Nobuaki Yamaguchi

Nobuaki Yamaguchi has extensive sales experience in the Wholesale Total Solution Services Business and
Real Estate Business since he took office as executive officer of Sumitomo Mitsui Trust Bank, Limited in April
2017. He also has been in charge of corporate management departments as Senior Managing Executive
Officer of SuMi TRUST Holdings since April 2021.

Director, Executive Officer

Kazuya Oyama

Kazuya Oyama has been responsible for the planning and promotion of the Group’s management strategy
since he took office as Managing Executive Officer, General Manager of Corporate Planning Department of
SuMi TRUST Holdings in April 2017. He assumed office as President of Sumitomo Mitsui Trust Bank, Limited in
April 2021, and has been responsible for overall management of the company.

Chairman

Tetsuo Ohkubo

Tetsuo Ohkubo has experience in positions for supporting part of corporate management, being in charge
of corporate management departments of SuMi TRUST Holdings, and supervised overall group manage-
ment as Director, President from June 2017 to March 2021. He has assumed office as Chairman since April
2021.

Director

Masaru Hashimoto

Masaru Hashimoto has been in charge of corporate management departments of SuMi TRUST Holdings.
From October 2016 to March 2017, he served as Deputy President Executive Officer. Since June 2017, he
has served as Director, Executive Officer, in a position of assisting the Group'’s overall management. At
Sumitomo Mitsui Trust Bank, Limited, he was responsible for overall management from April 2017 to March
2021 as President. He has served as Chairman since April 2021.

Director

Kuniyuki Shudo

Kuniyuki Shudo has served as general manager of the Fiduciary Services Business and overseas units,
Regional Executive for the Americas, and General Manager of New York Branch. He then served as
Managing Executive Officer of Sumitomo Mitsui Trust Bank, Limited, Executive Officer of SuMi TRUST
Holdings, in charge of the Global Business Management Office and the Americas Business Management
Office. Therefore, he has extensive knowledge and experience regarding the corporate management and
business operations of a trust bank group.

Director

Kouji Tanaka

Kouji Tanaka has served as general manager of the Real Estate Business and general manager of
domestic branches. He then served as Managing Executive Officer of Sumitomo Mitsui Trust Bank,
Limited, in charge of the Internal Audit Department. Therefore, he has extensive knowledge and experi-
ence regarding the corporate management and business operations of a trust bank group.

Executive Officers *2 () indicates the business in charge at SuMi TRUST Bank.

Senior Managing Executive Officer

Hitoshi Sato

Senior Managing Executive Officer

Futoshi Itani

Managing Executive Officer

Junya Ueda

Directors (external)

*1 External director as prescribed in Article 2, item 15 of the Companies Act. The overall balance, including areas of expertise above, is

Directors (external)

Isao Matsushita*'

Mr. Isao Matsushita has extensive experience in the general management of com-
panies, as a former Representative Director and President of JX Holdings, Inc. (cur-
rently ENEOS Holdings, Inc.), which is a integrated energy, resources, and material
enterprise group that represents Japan.

(He has served as an external director, chairman of the Board of Directors, and
chairman of the Nominating Committee at SuMi TRUST Holdings since June 2017.)

Law

Banking

Directors (external)

Shinichi Saito*'

Mr. Shinichi Saito has extensive knowledge and experience in financial account-
ing as the former General Manager of the Finance Department of Marubeni
Corporation. In addition to engaging in management at an investment company,
he also has acquired deep insight as a company executive.(He served as an exter-
nal auditor at SuMi TRUST Holdings for four years since June 2013, and as an
external director at SuMi TRUST Holdings since June 2017.)

Directors (external)

Hiroko Kawamoto*'

Ms. Hiroko Kawamoto served as Executive Vice President of All Nippon Airways
Co., Ltd. from April 2013, and as Executive Vice President and Member of the
Board from April 2016. She was responsible for the overall management of the
company and promotion of women'’s activities. Therefore, she has extensive knowl-
edge and experience regarding corporate management and diversity.

(She served as an external director at SuMi TRUST Bank for one year from June
2016, and as an external director at SuMi TRUST Holdings since June 2017.)

Directors (external)

Mitsuhiro Aso*'

Mr. Mitsuhiro Aso has served as Superintending Prosecutor of Fukuoka High Public
Prosecutors Office and Interlocking Professor at Hosei University Law School.
Therefore, he is a legal expert with experience in organization management.

(He served as an external auditor at Sumitomo Mitsui Trust Bank, Limited. for three
years from June 2016, and as an external director at SuMi TRUST Holdings since
June 2019.)

Directors (external)

Nobuaki Katoh*'

Mr. Nobuaki Katoh has extensive experience in the general management of
companies as a former President & CEO of DENSO CORPORATION, global auto
parts manufacturer. He also has experience in the overseas general manage-
ment of companies as a former President & CEO of DENSO INTERNATIONAL
EUROPE B.V.

Directors (external)

Masanori Yanagi*'

Mr. Masanori Yanagi has extensive experience regarding overall bank manage-
ment and policy-based finance, etc. as a former President of Development Bank
of Japan Inc., and has extensive knowledge regarding domestic and foreign
financial and economic circumstances as Chairman of the Board of Directors of
the Japan Economic Research Institute (JERI).

Directors (external)

Kaoru Kashima*'

Ms. Kaoru Kashima had been a member of a major audit firm for many years, and
has extensive knowledge and experience in financial accounting as a certified public
accountant in charge of operating companies. She has also been engaged in manage-
ment, human resources, corporate culture, public relations and promoting active par-
ticipation of women as a managing director of an audit firm and a corporate manager.
(She served as an external director of SuMi TRUST Bank for two years from June 2019.)

taken into consideration when external directors are selected.

Managing Executive Officer

Yasuyuki Suzuki

Managing Executive Officer, Executive Officer
(Private Banking Business)*?

Toshiaki Nakano

Managing Executive Officer

Manatomo Yoneyama

Executive Officer

Shigenori lkemura

Executive Officer
(Real Estate Business)*?

Atsushi Kaibara

Executive Officer
(Retail Total Solution Services Business)*?

Seiji Iwakuma

Executive Officer
(Fiduciary Services Business)*?

Kengo Noguchi

Executive Officer
(Wholesale Total Solution Services Business)*?

Shigeki Tanaka

Executive Officer
(Stock Transfer Agency Services Business)*?

Toshiya Shimobeppu

Executive Officer

Yoshio Hishida

Executive Officer

Toshio Masui

Executive Officer

Kenji Kaiya

Executive Officer
(Global Markets Business)*?

Yoshinori Momose

Executive Officer
(Wholesale Asset Management Business)*?

Takashi Kameda

Executive Officer

(Asset Formation Advisory, Work Place, Business)*?

Daisuke Maeda

Executive Officer

Satoshi Kitai

Executive Officer

Nobuhisa Takahashi

Executive Officer

Yuki Takada

Executive Officer

Miyo Yajima

Executive Officer

Atsushi Ueda

Executive Officer

Takuji Marui

Executive Officer

Atsushi Matsumoto

Executive Officer

Shinichi Nonomura

Executive Officer

Riro Sato

Executive Officer

Akira Ojima
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Human Resources Strategy

We consider employees to be one of the key capitals (human capital) at the source of value creation for

the SuMi TRUST Group. Under the Group’s Basic Policy for Personnel Affairs Management, we will form a

diverse workforce in line with our philosophy of diversity and inclusion and promote the advancement of

our human capital by working to bolster our human resources and improve our workplace environment. In

addition to developing talent across the entities within the Group, we aim to widen the scope of employ-

ees’ activities to create both social value and economic value across the entire Group and increase its cor-

porate value.

Improvement of corporate value

Creation of social value Creation of economic value

Demonstration of the SuMi TRUST Group-wide value

Highly capable human capital

Maintaining workplace environments
Declaration on Work Style Reform

Bolstering human resources
Human Resources Development Policy (TRUST)

Training & Off-JT

Strengthening: SUMIiTRUST University

Optimization of work styles
Strengthening: Self-determined and flexible work style
Placements & OJT
Culture that fosters motivation

Fair evaluation & N X X
and job satisfaction
treatment -

Strengthening: Employee engagement Strengthening: Health guidance

Acquiring and shaping a diverse pool of human resources

Enhancing leadership Health management

Diversity & Inclusion

Basic Policy for Personnel Affairs Management

Status of the Group of Personnel that Provides Comprehensive Solutions

Number of financial consultants
(number of female consultants
shown in parentheses)

271 (22)

Fellows of the Institute of
Actuaries of Japan

44* 1,032* 215* 7'356*

Number of registered real

ecurities analysts Appraisers .
& Y PP estate transaction agents

Number of hours of training held

FY2019:

5,705 hours

Bolster Human Resources

Number of applicants for voluntary training Status of positions of female employees (March 31, 2021)

Executives: General g Section r g
E20208 IRV 20208 level postings: level postings:
4,690 hours 1,338 523 4 16 150

Maintaining Workplace Environments

Number of leave days used

FY2019:

14.6 days  15.4 days

Supporting work-life balance Workplace reassignments including spouse

Childcare leave: Nursing care leave:  Childcare leave for ~ Cancer treatment (within Japan)
FY2020: male employees: leave:
As of March 31, 2020:  As of March 31, 2021:
393 180 168 95 150 201
(March 31, 2021) (cumulative total for FY2020) ~ (cumulative total for FY2020)  (cumulative total for FY2020)

(All figures are actual results of SuMi TRUST Bank except those marked * which are actual results of SuMi TRUST Holdings)

1. Bolstering Human Resources

Having set the goal of being the “No.1 financial group for
human resource development,” the Group established its Human
Resources Development Policy (TRUST) in April 2018. We will also
strive to be the “No.1 financial group for human resource par-
ticipation,” where diverse human resources can play active roles
based on this Human Resources Development Policy.

HR HR
\\o/ development + \\; participation
v, No.1 v, No.1
<~ >

s

ST 4y (L

The SuMi TRUST Group Human Resources Development Policy

The SuMi TRUST Group will maintain its workplace environment
and bolster its human resources based on a career development
spirit consisting of “TRUST,” for the growth and career develop-
ment of the employees who will create our future.

Talent ............ Talent (individuality) can blossom
Respect ......... Respect each individual

Uniqueness ...... Develop true professionals

Suppor‘t ......... Make mutual teaching and support our motto
Try .................. Praise small, daily challenges

Based on the “fiduciary spirit of TRUST,” the SuMi TRUST Group
aims to contribute to our clients and the continuous development
of society through the growth of our employees, thereby maxi-
mizing the creation of shared value and becoming the corporate
group that is chosen by society.

(1) Strengthening Recruitment in Preparation
for the Future

Recruiting a diverse workforce is essential for creating new
value. We are hiring new graduates with an emphasis on
acquiring people who share our desire to develop their profes-
sional expertise to the highest level and then utilize this exper-
tise to expand the possibilities of the trust business.

For example, SuMi TRUST Bank actively sponsors lectures at
universities*' and arranges business-based internships*? dedi-
cated to specific areas. In this way we are able to inform students
about our career development and future creation activities
(employee-driven ideas on new businesses) that are unique to
SuMi TRUST Bank. We are also striving to expand matching
opportunities with highly motivated and talented students from
all over Japan by moving job interviews online when possible.

Currently, in order to strengthen the group’s talent pool, we
are promoting stronger collaboration by holding joint recruit-
ment events among the companies in the Group.

*1 We deploy employees with rich business experience to lecture on topics such as eco-
nomics, trust law, and SDGs.

*2 We arrange internships that enable students with skills in finance, accounting, pro-
gramming, data analysis, etc. to put their skills to practical use.

In addition, in order to maintain the broad and deep busi-
ness fields required of a trust banking group while also estab-
lishing new growth areas, we believe it is also essential to
continuously secure a group of more experienced individu-
als with diverse skills who have cultivated expertise in their
respective fields. SuMi TRUST Bank is therefore also commit-
ted to recruiting career professionals who are actively engaged
in business areas such as digital, technology, and legal affairs,
and recruits about 100 such professionals each year.

(2) Strategic Human Resource Assignment and OJT*

The SuMi TRUST Group views OJT as the foundation for
human resource development. We also focus on assigning
employees to roles that awaken their passion for growth
and allow them to realize their full potential. In FY2018, SuMi
TRUST Bank introduced a program that enables younger
employees to experience multiple work domains within a
fixed period after joining the Company. We are also advanc-
ing initiatives such as a trust internship program aimed at
developing human resources who possess a “high degree of
expert knowledge in trust operations” and a "deep under-
standing of the fiduciary spirit.”

In addition, we have been able to reduce the volume of
work at our branches by expanding the functionality of our
internal systems and consolidating operations. Building on
this, we are promoting the integrated operation of multiple
branches in each area and working to drive business efficien-
cies, develop and rotate human resources, and strengthen
operational readiness.

* OJT: On-the-Job Training. OJT is a process whereby workplace supervisors and senior
employees teach subordinates the knowledge, skills, and duties required of them via
their daily tasks.

(3) Enhancing Training and Other Off-JT* Programs

The SuMi TRUST Group has established the SuMiTRUST
University to offer group training with the objective of improving
employee business skills and management abilities. In addition,
many opportunities in the self-development programs encour-
age employees to continue improving their skills. The com-
pany's executive officer in charge of Human Resources serves
as dean of SUMITRUST University, while an external expert, who
is an advisor to the Human Resources Department, serves as
vice dean. University professors and other advisors also provide
management advice. The SUMITRUST University program is
available across the entire SuMi TRUST Group. Since FY2020,
SuMITRUST University has evolved into a platform through
which employees can discover their own appetite for learning,
connect with others around them, and learn from each other,
and we are working to expand its content, including the use of
online content. In FY2021, we will develop a new system infra-
structure with communication functions to strengthen opportu-
nities for interaction both within and outside the company and
work to inspire employees to learn on their own initiative.

* Off-JT: Off-the-Job Training. Workshops, training, and other methods are utilized to
provide employees with the knowledge and skills that cannot be acquired through OJT.
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(4) Initiatives to Develop Expertise

In order to earnestly promote the Group’s business model,
SuMi TRUST Bank certifies employees with a high level of
expertise and skills as Fellows and provides an environment in
which they can contribute to the Company for a longer period
of time. Certified Fellows not only play an active role in the
company by applying their expertise and skills, but also play
a role in passing on their experiences to younger employ-
ees and providing them with guidance and development.
Specifically, we hold seminars, small-group seminar activities,
and original lectures delivered as on-demand video.

In addition to the training organized by the Human Resources
Department, we are also promoting individual initiatives in each
business. For example, in the Real Estate Business, we select
young and mid-career employees and give them training to
deepen their understanding of our highly specialized solutions
in the real estate business, including overviews of our real estate
brokerage service, real estate securitization service, and real
estate-related ESG initiatives and funds, as well as how these
solutions relate to one another. We also guide them to examine
what new value we can provide as a real estate business, how
we can help our clients solve their real estate issues, and how
we can approach social issues.

(5) Enhancing Leadership

SuMi TRUST Bank offers a program to develop next-gener-
ation executive candidates in cooperation with Hitotsubashi
University's Graduate Programs. Candidates receive instruction

on the values, general liberal arts knowledge, and MBA ele-
ments they need for management, and through sessions and
courses, they complete the program by presenting a proposal
to senior executives. The Bank also provides a leadership
development program for female employees to step up to
management through various rank-based training. After the
employees complete their training, operations are conducted
such as providing them with opportunities to practice what
they have learned during training in a variety of environments,
primarily through promotion and job rotation.

(6) Fair Evaluations and Treatment

Fair and just evaluations and treatment in accordance with
abilities, roles, and results form the basis of SuMi TRUST Bank’s
performance evaluation system. The system used is based
on a participatory model, in which employees communicate
closely with their supervisors on a daily basis to establish and
review specific goals. The process focuses not only issues
related to the performance of duties, but formulates and
provides feedback on future career development. Also, as a
means of obtaining a multifaceted view of personnel, we have
introduced an anonymous survey through which subordinates
and others can rate the day-to-day management actions of
line managers (general managers, deputy general managers,
section managers, etc.). By conducting this survey, we can
encourage management action reform and foster a culture of
interactive communication.

2. Upholding Positive Workplace Environments

Declaration on Work Style Reform

The SuMi TRUST Group hereby declares it a top management
commitment to offer a workplace where the diversity and creativ-
ity of its employees are more fully utilized to add value to the
organization and where employees can have pride and be highly
motivated in fulfilling their missions. The Group as a whole will
work towards the following goals.

1. Achieving diverse work styles and work-life balance

2. Supporting health improvement through measures
such as boosting health awareness and appropriately
managing work hours

3. Providing opportunities for all employees to grow
while participating actively with motivation

Through the enthusiastic work of each individual employee, we

will continue to be a corporate group that contributes to the ben-
efit of clients and is useful to society.

In terms of maintaining workplace environments, we have
set up the Work Style Reform Headquarters headed by the
presidents of both SuMi TRUST Holdings and SuMi TRUST
Bank, and have also formulated a Declaration on Work Style

Reform to which the company’s management team is commit-
ted to achieving. The initiatives we have implemented under
this declaration have been rated favorably by numerous orga-
nizations (see page 110).

(1) Optimizing Work Styles

With the aim of achieving diverse work styles and work-life
balance, SuMi TRUST Holdings actively develops workplace
environments in which employees can work at ease and main-
tain a good balance between work and personal life. In addi-
tion to offering staggered work hours, telecommuting, and
a satellite office work system, we monitor work hours and
enforce breaks between work shifts in an effort to curb long
working hours, and provide training for managers on labor
management in a remote work environment.

In April 2021, SuMi TRUST Bank extended its retirement age
from 60 to 65 years as part of the effort to create a working
environment that allows employees to work actively in line with
the increase in average life expectancy and healthy life expec-
tancy. We believe this will enable us to offer consulting on
asset administration and asset inheritance services that better
meet the needs of our aging clients.

(2) Health Management

The SuMi TRUST Group's active initiatives to promote
better physical and mental health of all Group employees
have been recognized for the fourth year running with
our selection in the White 500 as an organization having
outstanding health and productivity management. With regard
to physical health, we provide health examinations every year
and make re-examinations mandatory. The Human Resources
Department and others follow up on every individual to
ensure that everyone who requires treatment at a healthcare
institution receives it. Going forward, we plan to focus our
efforts on health guidance and with the establishment of
health promotion centers and other pieces of infrastructure,
we will endeavor to engage in a style of health and
productivity management befitting of the age of 100-year life.
With regard to mental health, we provide line management-
based care and conduct stress checks once a year. Group
results are provided to the employees’ union, and we discuss
improvements in workplace environments and make efforts to
further improve them.

Specific initiatives

e Establish and adhere to rules for taking breaks between
work shifts

® Thoroughly implement attendance management and
prevent overwork among all Group employees

e Prohibit smoking in all buildings

e Lower the target age for breast and cervical cancer screening
at company check-ups

3. Diversity & Inclusion

(3) A Culture that Fosters Motivation and Job Satisfaction

We work to build culture that supports challenges and learn-
ing and activates bi-directional dialogue toward “providing
opportunities for all employees to grow while participating
actively with motivation.” The SuMi TRUST Group has always
encouraged activities that create opportunities for learning, such
as circles formed by groups both in-house and outside, and has
regularly held lectures by outside instructors. SuMi TRUST Bank
encourages employees to independently and voluntarily shape
their own careers through changes in job position or through an
internal job-posting system. In FY2018, we launched activities for
employees to shape their own futures, which solicit ideas from
employees for the creation of new businesses and services. In
FY2020 we received a total of 188 ideas from 368 employees
group-wide. In addition, as a mechanism to convey the opin-
ions of employees to management, we conduct an employee
awareness survey covering all Group employees. We measure
employees’ vitality level (a measure of engagement) and satis-
faction level, with positive scores (60 points) on each metric set
as Company benchmarks. We also use the survey as a practical
communication tool between employees and management, for
example by incorporating the most frequently voiced opinions
from the survey into our policies. Employees’ opinions are also
discussed as agenda items at meetings between the employees’
union and management (in FY2020, the employees’ union and
management held 34 meetings).

B FY2020 Employee Awareness Survey

60.4 points
63.2 points

Vitality level

Satisfaction level

* Target: course employees

The SuMi TRUST Group holds the concept of Diversity &
Inclusion (D&I), in the sense of “utilizing the diversity and cre-
ativity of its employees in management,” as its management
principles (“Mission”). We also hold fully utilizing individuals’
diversity and creativity as value added to the organization
as our Basic Policy for Personnel Affairs Management. SuMi
TRUST Holdings and SuMi TRUST Bank have each estab-
lished a Diversity & Inclusion Office (“D&l Office”) within the
Human Resources Department. SuMi TRUST Bank’s D&l Office
is comprised of dedicated staff members from the Human
Resources Department and members of business supervision
departments. In addition to promoting diversified work styles
for individual employees, the D&l Office implements measures
according to the situation of each business that will lead to
enhancement of corporate value. The D&l Office also hosts
the quarterly meetings of the D&l Promotion Committee.

Total Women Men

Number of employees
(as of March 31, 2021)

Number of new graduates
hired (as of March 31, 2021)

* SuMi TRUST Bank

13,740 7,752 5,988

394 248 146

(1) Initiatives for Active Participation and Advancement

of Women

Guided by its general business owner action plan based
on the Act on Promotion of Women's Participation and
Advancement in the Workplace (“action plan”), and by its goal
of increasing the number of women in decision-making posi-
tions, SuMi TRUST Bank formulated a new action plan effective
April 2020 that calls for more than 12% of female employees
appointed to section manager or higher and more than 30%
in charge of management operations by the end of March
2023. Pipeline models have been formulated to facilitate
the planned nurturing of employees in each business, while
measures are being implemented to bolster their systematic
development with a view to future appointments and support
career planning. Such measures include rank-based training
for women in leadership positions, career design workshops
to assist self-determined career planning, and seminars for
female employees in which executive officers deliver lectures.
In addition, we are working to instigate a change in mindset
among the management team, for example by providing
senior executives with practical training on how to manage
subordinates who work limited hours.
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Human Resources Strategy

Meanwhile, at branch offices and departments, a bottom-up
approach to D&l was adopted by providing opportunities to
female employees to design their own careers by interacting
with female employees from other companies.

B Female executives and managers at SuMi TRUST Bank

March 31, March 31,

2020 2021

) 4 4

(1) Executives (5.7%) (5.7%)
(2) Women in general manager level 12 16
positions (4.8%) (6.5%)
(3) Women in section manager level 135 150
positions (11.7%) (12.9%)

(4) Women in section manager or higher 147 166
decision-making positions ((2)+(3)) (10.5%) (11.8%)
(5) Women in charge of management 1,570 1,683
operations (25.8%) (26.9%)

* Ratio of women shown in parentheses. Executive officers included in (1). Women in
assistant manager or higher positions shown in (5), which also includes (4). As of July
2021, SuMi TRUST Holdings has zero directors who are foreign nationals and two
female external directors.

(2) Initiatives on Supporting Work-Life Balance

SuMi TRUST Bank has introduced two new leave systems:
(1) workplace reassignments for employees whose spouse has
been relocated; and (2) leave for employees when their spouse
has been transferred overseas. The use of either system will
help employees continue their careers without being dis-
rupted by major life events. Alongside the periodic provision
of information to employees on maternity or childcare leave,
we are working to create an environment in which employees
can actively balance both child-rearing and work by organizing
seminars aimed at facilitating their smooth return to work and
supporting career development thereafter.

As for balancing work with nursing care, we have distributed
a handbook about this subject and hosted a seminar together
with the employees’ union. Also, in the action plan that kicked
off from April 2020, we set a goal of achieving at least 60 eval-
uation points (considered a positive assessment) in an annual
awareness survey on nursing care schemes and corporate cul-
ture. We also have in place a framework that supports diverse
work styles; for example, we lend our support to employees

Selected for inclusion in Bloomberg
Gender-Equality Index for
third year running

15*7?5% Obtained “Platinum Kurumin” certification

Awarded the highest rating of
“Gold" in Pride Index for
LGBTQ initiatives

3
RS

%

Selected as Nadeshiko Brand by
Ministry of Economy, Trade and
Industry (METI) and Tokyo Stock
Exchange (TSE) in March 2020

as a company that supports balancing
work and childcare based on the Act on
‘/ Advancement of Measures to Support
A Raising Next-Generation Children

requiring cancer and infertility treatments so they can balance
their medical visits with work duties, and we encourage male
employees to take childcare leave (105.6%* of eligible male
employees took childcare leave in FY2020).

* The number of male workers who took childcare leave divided by the number of male
workers whose spouses gave birth. (Cumulative total for one year)

(3) Promoting Active Participation by
Diverse Human Resources

* Promoting active participation by disabled persons

The Group aims to be a place where employees can work with
motivation and display their talents to the fullest as members
of the workplace, regardless of their disability. At SuMi TRUST
Bank, employees with disabilities work alongside their col-
leagues at branch offices where they have contact with clients
or perform back-office tasks at head office. The Bank also makes
efforts to interview employees after they start work to respond to
concerns or requests that arise after starting work, and uses the
points brought up in the interviews to create an easier working
environment from physical and mental perspectives.

Disabled person employment ratio

(as of March 31, 2021) 2.31%

(SuMi TRUST Holdings)

* Promoting active participation of global employees

SuMi TRUST Bank offers training every year to locally hired
employees working at its overseas branches and overseas
subsidiaries to deepen their understanding of the Group and
its operations and to also strengthen networks among par-
ticipants and respective business lines. In order to facilitate
smoother communication with employees of other nationali-
ties, the Bank also organizes a Japanese language course with
lessons to assist the learning of Japanese and holds intercul-
tural communication training for supervisors of foreign national
employees. With the aim of encouraging the active participa-
tion and promotion to management of employees hired at
overseas offices, the Bank organizes transfers to offices in dif-
ferent countries or long-term postings to Japan.

Employees also have the opportunity at the end of this
training to put into practice what they have learned primarily
through promotion and job rotation.

Selected for inclusion in the White
500 for the fourth year running as

an organization having outstanding
health and productivity management

Obtained “Eruboshi” and
“Platinum Eruboshi” certification
as a company that promotes the
advancement of women

* External evaluation as of June 30, 2021

4. Human Rights

(1) Human Rights Management
e Basic philosophy

The SuMi TRUST Group’s human rights management is
based on the "Guiding Principles for Business and Human
Rights,” which was adopted by the United Nations Human
Rights Council in June 2011. We have established the Human
Rights Policy along with the Basic Policy on the Social
Responsibility of Sumitomo Mitsui Trust Group (Sustainability
Policy) to respect the human rights of all stakeholders.
Human Rights Policy:

https://www.smth.jp/en/csr/management/human_rights_policy/index.html

e Human rights management system based on the
guiding principles for business and human rights
The SuMi TRUST Group works to improve the quality of its
human rights management in a PDCA cycle, in order to foster a
corporate culture and workplace environment that respects the
basic human rights of all stakeholders, by respecting individual
human rights and diverse values, while eliminating discrimination.

Commitment  Establishment of the Human Rights Policy.

Once a year, the Human Rights Due Diligence
Implementation Self-check List*? is distributed to all branches,
of human rights departments, and affiliates both at home and
due diligence*' abroad as a tool to check the status of respect
for human rights at each unit.

Access to The Personnel Consultation Desk in the Human
redress Resources Department serves as a contact point.

*1 Human rights due diligence refers to a series of initiatives to identify actual or poten-
tial impacts on human rights, resulting from the activities of the Group or related out-
side parties, to develop measures for the prevention or mitigation of such impacts,
and to continuously verify and disclose the effectiveness of such measures.

*2 A check list serves to verify the progress in each department concerned with the
Human Rights Management System, such as the status of implementation of human
rights due diligence, compliance with the Human Rights Policy, and occurrence of
human rights violations.

¢ Human Rights Due Diligence Liaison Committee

The Human Rights Due Diligence Liaison Committee, chaired
by the head of the Sustainability Management Department
of the Corporate Planning Department, was established as a
joint organization by SuMi TRUST Holdings and SuMi TRUST
Bank. The committee investigates how human rights are being
addressed at all Group companies, including overseas entities,
identifies issues and risks that need to be addressed, and dis-
cusses and implements measures for improvement. Based on
discussions by the committee, the Sustainability Management
Department formulates objectives and plans for the develop-
ment and reinforcement of the framework of initiatives, and the
Human Rights Education Committee chaired by the Head of
Human Resources engages in the formulation and implementa-
tion of various training programs and education activities con-
cerning human rights issues at all Group companies, branches,
and departments. Note that no cases of human rights violations
have been reported in the Group in the past three years.

*See pages 109-110 in our 2020/2021 Sustainability Report for more information on
human rights due diligence.

Training aimed at raising awareness about human rights
was conducted by SuMi TRUST bank in the e-learning for-
mat in FY2020, reaching 25,438 participants Group-wide. In
addition, SuMi TRUST bank delivered a total of 10 hours of
lectures during rank-based training sessions, reaching a total
of 1,492 participants.

(2) Protecting Various Human Rights
¢ Initiatives to address Dowa and foreign residents issues
The SuMi TRUST Group regards tackling discrimination
against the Dowa caste as a particularly important theme in
the promotion of human rights education, and has worked
to completely eliminate prejudiced or discriminatory views
against the Dowa caste. With regard to foreign residents
issues, we make all employees aware of giving consideration
to the human rights of foreign residents, including the han-
dling of personal authentication documents and respecting
individual identity.

* Prevention of sexual harassment and power harassment

Actions such as sexual harassment and power harass-
ment are prohibited at the SuMi TRUST Group. In the event
harassment does occur, advice is sought and complaints
are registered via the Harassment Prevention Committee
representative in each branch and department, or directly
by the Personnel Consultation Desk (LGBTQ Consultation
Desk) within the Human Resources Department. Stringent
corrective measures or punishment are implemented against
the perpetrators. The Personnel Consultation Desk (LGBTQ
Consultation Desk) responds to various consultations related
to encroachment on personal rights and, in cases where a
negative impact on a person’s rights is evident, cooperates
with the related departments to promptly take measures
as needed. In FY2020, the Personnel Consultation Desk
received 73 consultations, of which 30 were situations involv-
ing concerns about encroachment on a person’s rights,
including harassment. Eight of these situations remain unre-
solved, and we are working with the related departments to
settle these cases.

¢ Initiatives to prevent discrimination against

LGBTQ people

We strive to ensure thorough prevention of discrimination
against sexual minorities such as LGBTQ in hiring or perform-
ing their work. Our Personnel Consultation Desk (LGBTQ
Consultation Desk) addresses this issue as an ally (supporter).

e Investments and loans related to cluster bombs

The SuMi TRUST Group refuses to provide loans to foreign
or domestic companies that produce cluster bombs, which are
recognized as a weapon raising strong humanitarian concerns.
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Digital Strategy

1. Digital Strategy — six strategic areas

In our Medium-Term Management Plan commencing in
FY2020, we have identified six strategic areas in which we will
advance our digital strategy.

The following four areas will be promoted concurrently: (1)
improvement—utilize mature technology and existing assets
to pursue mainly a radical overhaul of operations; (2) refine-
ment— brush up existing businesses by utilizing new technol-
ogy and acquiring new assets; (3) reform—redeploy existing
strengths and assets to open up new markets and businesses;

Six strategic areas

Improvement in client loyalty
Expansion of domains

Utilization and sophistication/
democratization of
various trust banking data

Data science centers

and (4) disruption—look to establish new growth areas by uti-
lizing new technology.

In order to speedily drive forward each project in these four
areas, we will also need to continue reinforcing our systems.
For this reason, we have positioned (5) technology platforms
and organizational structures, and (6) HR development and
recruitment, as key strategic areas to be addressed over the
medium to long-term.

Uodate Establishment of new growth areas
P Opening up of new markets/businesses

Emphasis

Digital asset businesses

Blockchain real estate 5 5 )
(security tokens, information banks)

KBojouyday
M3U JO a5

5
)
g
o
n
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o
[
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Refinement
Al-driven targeting

jo uonisinboy

Improvement/reformation
of existing businesses

Disruption
. Inheritance platforms
Acquisition

of new earnings sources

APIs,
shift to cashless payments

Sophistication/streamlining of
regulatory compliance using Al ’

spelbdn

Improvement

Radical overhaul
of operations

0
(1]

Reform

Uncovering new businesses

L. Contact center sophistication
from existing assets

Emphasis

RPA, Al, OCR
on

earnings

syasse Bunsixe
pue ABojouyoel
aunew Jo asn

Enhanced client engagement
(personalized approach)

@ Technology platforms & organizational structures

EStabliShment Of COE* _

@ HR development & recruitment

Digital career hiring

l Digital Academy lectures -

In areas such as asset administration, inheritance, and real
estate, which are social and public in nature and where we
have strengths as a trust banking group, we will focus on areas
that are poised for full-fledged digital transformation (DX) in
the future. In addition, we will continue to utilize a wide variety

* Center of Excellence

of data, including data from banking operations unique to us
as a trust bank group, as the driving force behind the creation
of social value that helps solve social issues and the creation of
economic value that contributes to the growth of the Group.

2. Efforts to Improve Efficiency Through the Use of RPA and AI-OCR

3. Data Utilization Initiatives

Transactions between the Group and its clients cover a wide
range of areas, including fund transactions, provision of finan-
cial instruments, and financial management transactions. We
are working on leveraging the diverse data obtained through
these transactions, which is unique to us as a trust bank group,
to enhance our services, for example by identifying emerging
client needs that are not yet obvious in order to offer more
valuable solutions. For example, in our businesses that deal

4. Developing Digital Human Resources

with individual clients, we analyze information on our invest-
ment trust and insurance transactions and use it to predict
the best products and services to offer the client next. We are
also actively promoting the utilization of Al and data in our
businesses that deal with corporate clients. For example, to
uncover hidden real estate needs and create new sales oppor-
tunities, we are analyzing interactions between clients and
sales representatives from text data such as daily log entries.

When it comes to the development of digital human resourc-
es, we are committed to not only the development of special-
ized professionals with advanced knowledge and skills, but also
raising the level of digital literacy across the entire Group.

With respect to developing specialized professionals who
will drive DX, we have been sending employees to universi-
ties, including Georgetown University in the U.S. (starting in
FY2019), which has a reputation for cutting-edge research

Scene from a training session led by a Google Cloud Al specialist

G08Ha>

on blockchain technology, and the Keio University Quantum
Computing Center (starting in FY2020), and conducting joint
research with participating companies.

With respect to raising the literacy level of the Group, we
hold workshops that attract active participation from Group
employees, including a hands-on workshop led by a Google
Cloud Al specialist on using Google Al to discover ways to
improve operational efficiency and create new services.

Establishment of Digital Strategy Company

SuMi TRUST Bank has achieved savings of approximately
300,000 person-hours of labor in one year since the full-scale
introduction of Robotic Process Automation (RPA) in FY2018
to automate operations that were previously performed by
humans. By integrating the development and operations of
our internal user and IT departments, we made it possible to
monitor operations after RPA deployment and make continu-
ous improvements such as adding new functions and changing
settings as necessary, thereby improving operational efficiency
and quality.

In addition, starting in FY2020, we introduced the Al-Optical
Character Reader (AlI-OCR), which can convert paper docu-
ments containing handwritten characters into text data, into
four business operations, achieving an efficiency improvement
equivalent to approximately 20,000 person-hours of labor.
Although the transition to paperless operations through digi-
tization is underway, there are still some paper-based opera-
tions. By leveraging AI-OCR and further linking it with RPA, we
are expanding the scope of work to be automated and driving
further gains in efficiency.

On April 1, 2021, SuMi TRUST Holdings established a company to take charge of the Group’s digi-
tal strategy. The new company will take over the DX strategy across the Group's companies and SuMi
TRUST Bank's businesses and accelerate the process of digitization. The new company has built its own
system development environment and simplified set of business rules in order to operate with a lighter
footprint and survive the intense competition in the fast-changing digital landscape.

The CEO, an employee in his 30s, was recruited through the internal job posting system. The staff will
be assembled from individuals with diverse career paths and personalities from within and outside the
company, and collaboration with external companies will be actively encouraged. While inheriting the Sotoshi Tanoka

Group's Purpose, the new company will bring new vigor to the Group with flexible ideas that are not

bound by conventional wisdom.

Chief Executive Officer
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Risk Appetite Framework

1. Outline of the Risk Appetite Framework

The Risk Appetite Framework (RAF) is a group-wide cor-
porate management framework consisting of the process for
determining risk appetite (the type and amount of risk to be
willingly taken to achieve the management plan) within the
Group's risk capacity, in order to achieve management strate-
gies formulated based on the Group's reason for existence
("Purpose”) and management principles, together with an

internal control system that monitors the process and ensures

M Outline of the Risk Appetite Framework

its appropriateness and sufficiency.

To improve profitability and enhance risk management, the
Group’s RAF establishes communication processes through
the setting, propagation, and oversight of risk appetite and
promotes the improvement of transparency in the decision-
making process, the optimization of management resource
allocation, and the strengthening of the monitoring system for

the whole of risk-taking.

Reason for existence (“Purpose”)/
Management principles

Management strategies

Business characteristics / Risk characteristics / Risk governance

v

Environmental assumptions /
Risk awareness
l
Stress
tests

Management plans, etc.

-~

Risk to be taken

il Risk to be avoided
Risk capacity
- -
Risk appetite

-~

Internal control system

2. Risk Appetite Controlling Process

(1) Determining Risk Appetite Target

The Group classifies risks into two categories: (1) risk to be
taken (that occurs in relation to activities that generate returns)
and (2) risk to be avoided (such as conduct risk that cannot be
tolerated by the Group).

Under RAF, the Board of Directors establishes a risk-taking
policy, which is an overriding management policy based on
its management principles, and takes into account the results
of stress tests to set risk appetite indicators. In addition, the
Executive Committee sets more detail risk-taking policy and
risk appetite indicators for each business within the scope of

policy set by the Board of Directors.

The risk-taking policy and risk appetite indicators are deter-
mined in accordance with the management plan, and are

reviewed at least once a year or when necessary.

(2) Monitoring of Risk Appetite Tolerance

In order to verify that risk taking is conducted appropriately
based on its business model, the Group sets separate risk
appetite indicators from the three perspectives of return, risk,
and cost, and monitors them regularly. If the indicators deviate
from the set levels, the Group analyzes the cause and imple-

ments countermeasures or reconsiders the levels of risk taking.

(3) Risk Governance

Risk governance, which forms a part of corporate gover-
nance, is a framework for identifying, measuring, managing,
and controlling risks, as well as ensuring appropriate risk tak-
ing, by defining and monitoring risk appetite.

The Group promotes the enhancement of risk governance,

B Risk Appetite Framework Management System

with the aim of achieving the sustainable and solid develop-
ment of the Group.

The Group is working on enhancing the operation of risk
appetite through discussions at the Risk Committee and the
Conflicts of Interest Committee, etc. as part of its initiatives to

enhance corporate governance.

Supervision

Board of Directors

Audit Committee

Risk Committee

Interest Committee

¢ Deciding on the RAS and basic matters related to the RAF
 Supervising execution of business based on relevant decisions

¢ Auditing execution of business based on basic matters related to the RAF

¢ Deliberating the status of operation and execution related to RAF and
making recommendations to the Board of Directors

Conflicts of e Verifying the appropriateness of the conflict of interest management framework
and making recommendations to the Board of Directors

Execution

(2]
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Executive Committee

Business Risk

Conflicts of Interest
Management Enhancement
Committee

* Drafting the RAS and basic matters related to the RAF
¢ Enhancing the RAF and executing business based on the RAF

¢ Enhancing the RAF and promoting execution of business based on the RAF
Management Committee ¢ Monitoring the operating status of the RAF

* Developing and strengthening the conflict of interest management framework
and checking the implementation status

3. Developing Positive Risk Culture

The Group defines risk culture as a basic philosophy that
prescribes the codes, attitudes, and conduct of the Group,
as well as its directors, officers and employees, that flexibly
excute risk taking, risk management, and risk control based on
an appropriate assessment of risks, guided by a high degree
of self-discipline based on the fiduciary spirit.

In order to foster a risk culture so that it will take root

across the Group, we define risk-taking policies for each busi-

ness when formulating its management plan, and encourage
appropriate risk-taking by all officers and employees. In this
way, the Group aims to build sustainable business models that
contribute to increasing corporate and stakeholder value. In
addition, we have formulated a Risk Appetite Statement (RAS)
clearly stating our RAF, which is used as a common language

in lively discussions concerning risk appetite within the Group.
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Risk Management

1. Basic Policy on Risk Management

In order to ensure sound management, secure revenue
through risk taking based on management strategies, and
achieve sustainable growth, the Group follows a basic policy of
accurately assessing risk conditions and implementing neces-
sary risk-related measures through a series of risk management
activities, including risk identification, evaluation, monitor-

ing, control and mitigation, validation for advancement, and
review, based on the Group’s management policy and basic
policy on the internal control system.

The Group's risk management framework encompasses the
Risk Appetite Framework, and integrates it to function organi-
cally within the Group.

2. The Group'’s Risk Characteristics

Based on a fiduciary spirit, and leveraging its significant
expertise and comprehensive capabilities, the Group, as a trust
banking group, strives to create distinct value through a total
solution business model that combines its banking, asset man-
agement and administration, real estate businesses and others.

The Group faces various risks, including credit risk, market
risk, funding liquidity risk, and operational risk, which vary
depending on the business characteristics of each of the
Group's businesses. In this context, as a basis for improving
management of risks related to trust business operations, we

M Risk Definition

have established Group-wide Trust Business Guidelines to pro-
vide information about basic matters that warrant caution. SuMi
TRUST Bank primarily manages these risks in the operational
risk category, particularly in terms of its duty of due care as a
prudent manager, duty of loyalty, and duty to segregate prop-
erty as a trustee.

Reporting is regularly performed regarding whether the
overall risk of the Group, combining the risks of each business,
is within the limits of risk capacity (soundness and liquidity)
that have been determined by the Board of Directors.

Risk Category

Definition

Credit Risk

Risk that the Group may incur losses due to a decrease or impairment of the value of assets (including off-balance
sheet assets), for reasons such as deterioration of the financial condition of obligors. In this regard, “country risk” in
particular refers to the risk that the Group may incur losses on credit provided overseas, due to the foreign exchange,
political, or economic conditions in the countries where our clients operate.

Market Risk

Risk that the Group may incur losses due to fluctuations in the value of assets/liabilities (including off-balance sheet
assets/liabilities), or in the earnings generated from assets/liabilities, due to fluctuations in various market risk fac-
tors, such as interest rates, foreign exchange rates, stocks, commodities, and credit spreads. In this regard, “market
liquidity risk” in particular refers to the risk that the Group may incur losses due to a situation in which it becomes
impossible to conduct transactions in the market, or becomes obligatory to trade at prices that are significantly more
disadvantageous than usual, due to market turmoil.

Funding Liquidity Risk

Risk that the Group may incur losses in a situation where it becomes impossible to secure necessary funds, or
becomes obligatory to raise funds at interest rates significantly higher than usual.

Operational Risk
(Below are "risk sub-categories” within Operational Risk)

Risk that may adversely affect the Group, clients, markets, financial infrastructure, society, or the work environment due to inad-
equate or failed business processes, the activities of executives or employees, computer systems, or due to external events.

Business Processing Risk

Risk that the Group may incur losses due to inappropriate business procedures arising from executives or employees
neglecting to engage in proper business activities, or other incidents such as accidents or fraud.

System Risk

Risk that the Group may incur losses due to reasons such as computer system failures, malfunctions, and defects, as
well as the risk that the Group may incur losses due to unauthorized computer usage.

Information Security Risk

Risk that the Group may incur losses due to the improper management or maintenance of information assets. This includes
information leaks, information errors, and misuse of information, as well as an inability to use the information system.

Legal & Compliance Risk

Risk that the Group may incur losses due to uncertainty regarding the legal aspects of transactions, or due to insuf-
ficient compliance with laws, regulations, etc.

Conduct Risk

Risk that may adversely affect the Group, clients, markets, financial infrastructure, society, or the work environment due
to the actions of Group companies, executives, or employees that are unprofessional or do not meet the expectations
and trust of stakeholders.

*Appropriate service level set by the Group based on an understanding of reasonable expectations

Human Resource Risk

Risk that the Group may incur losses due to personnel and labor management issues, such as unequal or unfair man-
agement of personnel, and harassment.

Event Risk

Risk that the Group may incur losses due to external events that impair business, such as natural disasters, crimes such
as terrorism, damage to public infrastructure that prevents its functioning, and the spread of infectious diseases, or
due to the inappropriate use or management of tangible assets.

Reputational Risk

Risk that the Group may incur losses as a result of a deterioration of the reputation of SuMi TRUST Holdings or its
subsidiaries, due to reasons such as mass media reports, rumors, or speculation.

3. Risk Governance System

For the group-wide risk governance system, the Group has
developed a Three Lines of Defense system consisting of risk
management by individual businesses (first line of defense),
risk management by the Risk Management Department and

M Risk Governance System

SuMi TRUST Holdings

Statutory committees

General Meeting of Shareholders

Board of Directors

individual risk management-related departments (second line
of defense), and validation by the Internal Audit Department
(third line of defense).
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Risk Management-related Departments

First Line of Defense

(1) First Line of Defense

Each Group business identifies and gains an understanding of
the risk characteristics involved in carrying out its own business,
based on knowledge of the services and products in that business.

Each business takes risks within the scope of its risk appetite
in accordance with its risk-taking policy, evaluates risks, and swift-
ly implements risk control at the on-site level when risks material-
ize. In addition, the status of risk management is reported to the
second line of defense in a timely manner.

(2) Second Line of Defense

The Risk Management Department and risk management-
related departments act as control departments responsible
for the management of each risk category. In accordance with
the Group-wide basic policy on risk management approved by
the Board of Directors, the Risk Management Department and
risk management-related departments act as a check-and-bal-
ance function for the risk taking of the first line of defense, and
supervise and provide guidance regarding the risk governance
system from an independent standpoint.

The Risk Management Department, as an Enterprise Risk
Management Department, performs overall risk management,
identifies and evaluates group-wide risks, creates a risk man-
agement process, and sets risk limits in accordance with the
group-wide risk management policy determined by the Board
of Directors. In addition, it formulates group-wide recovery strat-
egies, in advance, to prepare for cases when risks materialize.

Second Line of Defense

Third Line of Defense

Furthermore, it shares information with risk management-related
departments appropriately, monitors the overall status of risks
and risk management in an integrated manner, and reports the
status to the Executive Committee and the Board of Directors.

(3) Third Line of Defense

The Internal Audit Department verifies the effectiveness and
appropriateness of the Group-wide risk governance system
and processes from a standpoint independent of the first and
second lines of defense.
(4) Executive Committee

The Executive Committee is composed of representative
executive officers and executive officers designated by the
President. It makes decisions on matters concerning risk man-
agement and undertakes preliminary discussions regarding mat-
ters to be resolved by and reported to the Board of Directors.
(5) Board of Directors

The Board of Directors is composed of all of the directors.
It decides on the Group’s management policy and strategic
goals for risk taking, formulates a risk management policy,
etc. that reflects these strategic goals based on a solid under-
standing of the location and nature of risks, and develops an
appropriate risk governance system and supervises its imple-
mentation. The Board of Directors has voluntarily established
the Risk Committee and the Conflicts of Interest Committee,
as advisory bodies, based on the business strategies and risk
characteristics of the Group.

"ou| ‘'sBUIp|OH 1SNJL INSHIA OWOolIWNG

=y
=y
~N

1loday peieibaiu| |Z0Z



DUl ‘sBUIP|OH 3SNJ] INSIIA OWOHWNG

-
N
(o]

1loday peieibaiul |Z0Z

Risk Management

e Risk Committee

The Risk Committee receives requests for consultation from
the Board of Directors on matters concerning the business
circumstances surrounding the Group and the effectiveness of
its risk management, etc., reviews their appropriateness, and
reports its findings.

4. Risk Management Process

e Conflicts of Interest Committee

The Conflicts of Interest Committee receives requests for
consultation from the Board of Directors on matters concern-
ing the Group's fiduciary duties and conflict of interest man-
agement, which are the foundation on which the Group seeks
to become the “Best Partner” of its clients based on a fiducia-
ry spirit, reviews their appropriateness, and reports its findings.

In the Group, the Risk Management Department and indi-
vidual risk management-related departments act as the sec-
ond line of defense, performing risk management using the
following procedure. This risk management process, along
with its associated systems, undergoes regular auditing by
the Internal Audit Department, which acts as the third line
of defense.

(1) Risk Identification

The risks faced by the Group are comprehensively identi-
fied, while ensuring the comprehensiveness of the Group's
operations, and the risks to be managed are identified based
on the scale and characteristics of the identified risks. Of
note, risks that are particularly important are managed as
material risks.

(2) Risk Evaluation

The risks identified as requiring management undergo analy-
sis, assessment, and measurement in a manner appropriate for
the business scale, characteristics, and risk profiles. We periodi-
cally evaluate material risks in terms of frequency of occurrence,
degree of impact, and severity to determine whether they can
be classified as “top risks” (risks that require management
attention due to their potential to have a material impact on
the Group’s business capabilities and earnings targets within
one year) or "emerging risks” (risks that could have a material
impact in the medium to long term; i.e., after one year).

(3) Risk Monitoring

Risk conditions are monitored with appropriate frequency,
given the conditions of the Group's internal environment (risk
profiles, allocated capital usage status, etc.) and external envi-
ronment (economy, markets, etc.). Recommendations, guid-
ance, and advice are given to each of the Group'’s businesses
based on the risk conditions. Monitoring contents are report-
ed and submitted to the Board of Directors, the Executive
Committee, and other bodies regularly or as needed.

5. Enterprise Risk Management

Risk predictor management for top risks, etc.

Risk appetite indicators are defined for risks resulting from internal
factors, based on the features of the Group's business model and
risk characteristics, and these management indicators are monitored.
Regarding risks resulting from external factors, the top risks are
selected, and risk predictors are monitored. Countermeasures are
implemented based on the monitoring results for both types of risks.

The top risks at present include “the global COVID-19 pandemic”
and other risks. Along with countermeasures, these risks are reported
to the Board of Directors and the Executive Committee. Emerging
risks at present include “climate change” and other risks, and we are
analyzing these risks and considering necessary countermeasures.

The Group's main top risks and emerging risks are listed in the
table below.

B Main top risks and emerging risks

Top risks Risks related to the global COVID-19 pandemic

Risks related to falling prices for strategic share-
holdings and similar assets

Risk of concentration of credit in major obligors in
the credit portfolio

Risks related to cyberattacks

Emergingrisks  Risks related to climate change*

Risks related to innovation

Risks related to Japan's declining birthrate and
aging population

* The Group is taking steps to enhance the sophistication of its management of climate
change-related risks, for example by identifying major climate-related risks in its portfo-
lio and conducting scenario analyses.

For more information, please refer to our TCFD Report published in December 2020.

(4) Risk Control and Mitigation

If any incidents that could have a significant impact on the
soundness of management occur, such as the risk amounts
exceeding the risk limits, or the existence of concerns that it
might do so, appropriate reports are presented to the Board
of Directors, the Executive Committee, and other bodies, and
the necessary countermeasures are implemented according to
the severity of the risk.

(1) Enterprise Risk Management System

We manage risks by comprehensively grasping the risks
faced by the Group, which are evaluated on an individual risk
category basis, and comparing and contrasting them against
our corporate strength (enterprise risk management).

We evaluate the effectiveness of our risk management and
risk control annually, and when the need arises due to changes

in the business environment or other circumstances, we will
consider revisions to our risk category system, risk manage-
ment system, and other policies.

Among the risks we manage through our enterprise risk
management, we combine the risk values for risks that can
be quantitatively measured using a single standard, such as
VaR*, and compare the combined value against our corporate

strength (capital position), thereby managing risks (integrated
risk management).
*VaR = Value at Risk
(2) Capital Allocation Operations

For the purpose of the Group's capital allocation opera-
tions, SuMi TRUST Holdings allocates capital to each business,
including the Group companies, based on each risk category
(credit risk, market risk, and operational risk) in consideration
of the external environment, risk-return performance status,
scenario analysis, and the results of assessments of capital
adequacy levels. The capital allocation plan is subject to the
approval of the Board of Directors. Capital allocation levels are
determined based on the Group's risk appetite.

Each business is operated within both the allocated amount

of risk capital and its risk appetite. The Risk Management
Department measures the risk amount on a monthly basis,
and reports regularly on the risk conditions, compared to the
allocated capital and risk appetite, to the Board of Directors,
and others.
(3) Stress Tests and Assessment of Capital Adequacy Level
The Risk Management Department performs three types
of stress tests (hypothetical scenario stress testing, histori-
cal scenario stress testing, and examination of probability of
occurrence) each time a capital allocation plan is formulated
or reviewed, with the aim of ensuring capital adequacy from
the standpoint of depositor protection. Based on the results of
these stress tests, it assesses the level of capital adequacy, and
reports to the Board of Directors, and others.

6. Cyber Security and Systems Maintenance

Based on the selection of cyberattacks as a top risk, The
Group has formulated its Cyber Security Management
Declaration against cyberattacks, and is working to strengthen
security measures led by management. Specifically, SuMi
TRUST Holdings has established SUMITRUST-CSIRT*' as an
internal management system that collects and analyzes threat
and vulnerability information from both inside and outside the
group, develops necessary security measures, deploys them,
and reports them to top management on a regular basis. We
share and utilize the latest cyberattack techniques and vulner-
ability information using CSIRT as well also other information
sharing organizations such as Financial ISAC*? and FS-ISAC*,
and conduct cyber security exercises on a regular basis to
strengthen our ability to respond to cyberattacks. In addition,
we are working to strengthen and standardize security mea-
sures Group-wide by deploying common security measures
such as a common Internet infrastructure and SOC** moni-

7. Crisis Management

toring, as well as by promoting Group-wide standardization
of security assessments using international assessment tools
such as FFIEC-CAT*®. With respect to systems maintenance, in
order to minimize the impact of large-scale failures and disas-
ters on our information systems and prepare for early recovery
and business continuity, we are working to strengthen our resil-
ience by specifying the Group's communication and response
systems in detail, developing workarounds and recovery pro-
cedures, and conducting education and training in operations.

*1 CSIRT (Computer Security Incident Response Team): In-house organization that col-
lects, analyzes, and responds to early warning information about attacks

*2 Financial ISAC (Information Sharing and Analysis Center): Information sharing organi-
zation for Japanese financial institutions

*3 FS-ISAC (Financial Services Information Sharing and Analysis Center): Information
sharing organization for financial institutions, mainly in the United States

*4 SOC (Security Operation Center): An office that monitors the network and performs
cyberattack detection and analysis

*5 CAT (Cybersecurity Assessment Tool): A cybersecurity risk assessment tool published
by FFIEC (Federal Financial Institutions Examination Council) for financial institutions

The Group has developed systems to swiftly and appropri-
ately implement emergency and crisis response measures in
the event of natural disasters, computer system failures, out-
breaks of new infectious diseases, and the like, which are root-
ed in its public mission and social responsibilities as a financial
institution, and strives to disseminate information regarding
these systems throughout the organization.

Specifically, we have developed BCPs (business continu-
ity plans) for continuing business in the event of a crisis, after
securing the safety of our clients, directors, officers, employ-
ees, and their families. In order to ensure the effectiveness of
our BCPs, we periodically conduct exercises and revise their
content. In addition, we have created a response system in
which, in the event of a crisis, an emergency response head-
quarters is created, which is headed by the President.

For large-scale natural disasters such as earthquakes, which
are envisioned as having a significant impact, we are enhanc-

ing our response system through the preparation of backup
offices and backup systems.

To address risks related to business continuity amid the
COVID-19 pandemic, we established an emergency task
force and set our basic stance of “ensuring the health and
safety of our employees and their families,” “maintaining
business continuity as a key piece of social infrastructure,”
and “preventing the spread of infection in population (includ-
ing activities that make the population less vulnerable).” In
accordance to our stance, we have flexibly implemented
measures while taking into account the COVID-19 infection
situation in Japan and overseas, government requests, client
trends, etc. In addition, we have implemented various busi-
ness continuity measures as stipulated in our BCP and active-
ly utilize teleworking in order to balance the maintenance of
services with safety considerations.
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Compliance

1. Basic Initiative Policy

The Group has positioned compliance as one of its most
important management issues necessary for the realization of
“The Trust Bank,” its management principles and ideal model,
and set out “strict compliance with applicable laws and regula-
tions” in the Codes of Conduct (“Value”).

The Compliance Rules formulated by the Board of Directors
define the Group's overall basic policy, the standards that
directors, officers and employees must follow, and the Group's
organization structure for realizing compliance, creating a

2. The Group Compliance Framework

compliance system befitting “The Trust Bank.”

The Group's stakeholders are becoming more demanding
every day, and their expectations are rising. Under these cir-
cumstances, we aim to meet their expectations and win their
trust by not only complying with laws, regulations, and rules,
but also by implementing better and best practices.

Compliance-related risks fall under the category of legal &
compliance risk, which is a sub-category of operational risk.

The Group formulates the Compliance Program, which
consists of specific practice plans for implementing compli-
ance within the Group each fiscal year, with the approval of
the Board of Directors, and the Board of Directors periodi-
cally receives reports on the progress and evaluation of the
Compliance Program.

SuMi TRUST Holdings manages the compliance framework
for the entire Group in order to create an appropriate frame-
work in line with the characteristics of operations of each
Group company. This is done by formulating the companies’
Compliance Programs and providing guidance and oversight
on the progress and achievement status of these programs.

3. Initiatives to Foster Compliance Awareness

The Group has created a Compliance Manual containing
explanation of laws and regulations that must be followed and
actions to be taken in the event of the discovery of compliance
infractions, with the approval of the Board of Directors, and
employees across the Group are thoroughly informed regard-
ing its contents.

We are also improving compliance education to promote
the fostering of compliance awareness throughout the entire
Group. Specifically, we provide training resources such as

4. Hotline System

e-learning materials and discussion-based workshops. In addi-
tion to the above, to foster compliance awareness among
employees, each Group company implements training and
workshops in accordance with the characteristics of their opera-
tions and products as well as e-learning on specific themes.
Furthermore, in order to accurately grasp the status of the pen-
etration of compliance awareness, the Group conducts awareness
surveys on compliance at major subsidiaries and elsewhere.

The SuMi TRUST Group and Group companies such as
SuMi Trust Bank have established a compliance hotline sys-
tem through which all directors, officers, and employees can
report violations directly to the Compliance Department and
an external attorney’s office. This hotline system enforces the
rigorous control of information and protection of privacy to
ensure the protection of whistleblowers, and strictly prohibits
their adverse treatment. Simple reporting functions have also
been put in place, including by telephone (the external attor-
ney’s office) and through a Web-based system (in-house point
of contact (SuMi TRUST Bank)) that allows reporting 24 hours a
day. An accounting hotline system has also been established
for the reporting of inappropriate accounting.

The compliance hotline system operated by SuMi TRUST
Holdings is registered under the Whistleblowing Compliance
Management System (Self-Adaptation Declaration Registration
System)*.

*The Whistleblowing Compliance Management System (Self-Adaptation Declaration
Registration System) is a system in which businesses evaluate their own whistleblowing
system and then submit an application to the
designated registration body of the Consumer

Whistleblowing

Affairs Agency. If certain certification criteria

are met, the business is registered with the Compllance
Agency and granted authorization to use the Managemem
designated WCMS mark. System

5. Prevention of Money Laundering*’

The Group has released its “Anti-Money Laundering
Compliance Policy” with the approval of the Board of
Directors, and made clear its resoluteness in standing up to
money laundering.

We oversee the status of the anti-money laundering frame-
work’s development and provide guidance on improving the
framework at each Group company through periodic risk assess-
ment on the framework. This effort is to prevent abuse of finan-
cial services within the entire Group including overseas bases.
For risks that are identified, each Group company implements
risk control measures according to risks. For instance, SuMi
TRUST Bank carries out additional confirmation according to
the transactions’ content, and it verifies, using an AML sys-
tem*?, whether any illicit transfers between accounts have taken
place, and has a system in place for employees, when coming
across transactions suspected to be related to illegally obtained

money or used to finance terrorism, to immediately report to
the person in charge, who notifies the relevant authorities. We
also work continuously to improve the system, for example
by enacting special provisions in response to the Financial
Services Agency's publication of its Guidelines for Anti-Money
Laundering and Combating the Financing of Terrorism.

In addition, we support internal training programs by each
Group company and employees’ acquisition of specialized
certifications on anti-money laundering. Internal training pro-
grams on anti-money laundering are provided periodically.

*1 Money Laundering is the act of hiding a source of money obtained illegally (for exam-
ple, through the sale of illegal drugs) by routing it through multiple bank accounts or
financial instruments. Terrorists and perpetrators of remittance scams are examples
of people who may abuse the accounts of financial institutions. It is the responsibil-
ity of financial institutions to prevent the misuse of financial services. Such efforts are
referred to as “money laundering prevention countermeasures.”

*2 AML (Anti-Money Laundering) system: A system for monitoring fraudulent and suspi-
cious transactions

6. Initiatives to Prevent Bribery and Corruption*

The Group, with the approval of the Board of Directors,
has published its “Anti-Bribery and Corruption Compliance
Policy,” and under the supervision of the management team,
implements anti-bribery and anticorruption programs. We
review and strengthen the programs through regular assess-
ment of risks related to bribery and corruption, and endeavor
to improve the framework for prevention of bribery and cor-
ruption. We do this by taking such measures as fostering a
close-knit collaboration between our overseas bases and local
legal counsel to allow for swift and proper responses at over-

7. Response to Antisocial Forces

seas bases, where such risk is high.

In addition, the Group provides directors, officers and
employees with regular training each fiscal year. Also provided
is additional specialized training for employees at depart-
ments with a high potential risk of facing bribery, and written
pledges for compliance are obtained from the employees.

* The Group defines bribery and corruption as the act of offering, promising, or provid-
ing entertainment, gifts of money or goods, or other benefits with the intent to improp-
erly influence the counterparty, and the act of receiving or requesting goods or services
with the intent to improperly benefit the provider.

The Group has declared its resolute stance against antiso-
cial forces in its Value ("Codes of Conduct”) and takes initia-
tives to prevent transactions by antisocial forces. The aim is to
realize "The Trust Bank,” the Group’s management principles,
and ideal model. Specifically, we have incorporated a clause to
exclude organized crime from transactions in various products,
services, etc., and established a framework to prevent transac-
tions with antisocial forces by checking with a database oper-
ated by the National Police Agency, via the Deposit Insurance
Corporation of Japan, before providing new personal loans,

8. Initiatives to Prevent Insider Trading

etc. In cases in which the counterparty in a transaction is found
to be an antisocial force after the commencement of a transac-
tion, we take measures in close coordination with the police
and other external expert organizations for the eventual can-
cellation of the transaction.

In addition, we provide directors, officers and employees
with training for the prevention of transactions with antisocial
forces each fiscal year to strengthen awareness of preventing
such transactions.

Through its “Rules on Insider Information Management,”
the Group strictly regulates the handling of information that
may be obtained during the execution of working duties.

In addition, we have established a framework for regular

training on prevention of insider trading, and we obtain writ-
ten pledges for compliance with internal rules from directors,
officers, and employees.

1
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Compliance with International Financial Regulations

1. Compliance with Finalized Basel Ill Reforms

Triggered by the financial crises in 2008, the Basel
Committee on Banking Supervision (BCBS) made the agree-

|

ment to implement new regulations, called “Basel IIl.” Basel
Il includes the implementation of higher capital requirements,
leverage ratio and liquidity requirements. In Japan, Basel Il
has been implemented in phased manner from the end of
March 2013.

Subsequently, in December 2017, an international agree-

ment was reached on “Finalized Basel Ill,” which aims to

M Conceptual Diagram of Risk-weighted Assets Measurement
Approach for Credit Risk

Exposures Current New
P Standards Standards

Financial Institution Advanced Fourﬁg;tion
or
Corporate Large corporaté » " Foundation | Approach
Small and medium-sized IRB Approach Advanced
corporate or
Specialized Lending Foundation
(e.g.Real estate non-recourse loan) IRB Approach

Standardized Approach: Supervisory risk weight according to external credit ratings
Foundation IRB Approach: Risk weight calculated based on banks’ own estimates of
probability of default (PD)
Advanced IRB Approach: Risk weight calculated based on banks’ own estimates of prob-
ability of default (PD) and loss given default (LGD)

constrain the use of internally modelled approaches by banks
and to introduce a new capital floor based on the standard-
ized approaches to the risk-weighted assets measurement
approach in the calculation of the capital adequacy ratio.
“Finalized Basel lll" is required to be implemented from 2023.
The Group will work to secure the target level through the future
accumulation of capital and other means, and promote appro-
priate profitability and portfolio management to establish a
framework for introducing tighter capital requirements.

M Capital Floor Structure

Floor
not applied Floor

applied

Internal add-on

Model RWAs

RWASs Internal

Model

RWAs
Standardized Floor Internal Model Internal Model
Approach(SA) (SA RWAs x72.5%) RWAs = Floor RWAs < Floor

RWAs

® In the case where 72.5%* of SA RWAs (Floor) is larger than internal
model RWAs, Add-on RWAs are charged.
* As for the applicable multiplier of the floor, starting at 50% in 2023, it will be raised
by 5% each year to 72.5% in 2028.

2. Strengthening of Regulations on Non-financial Risk Areas

Regarding financial risks, BCBS finalized the agreement on
Basel Il as described above, and major frameworks for various
liquidity risk regulations and Single Counterparty Credit Limit
(SCCL) are close to being determined. Although minor modifi-
cations of details are still needed, the hardest part is over. With
this background, international organizations and the financial
authorities of each country are focusing on tightening and
enhancing regulations on non-financial risk areas. Examples of
such areas that have been attracting interest recently include:

B Operational resilience
M Incorporation of climate change issues into financial supervision
<Operational resilience>
e Operational resilience refers to the ability of banks to con-
tinue “critical operations” in the event of a terrorist attack,
cyberattack, pandemic, or natural disaster. The concept was
proposed by the Bank of England in 2018 as a comprehen-
sive framework encompassing BCP, cybersecurity, outsourc-
ing management, and similar areas. In 2020, proposals and
guidelines related to operational resilience were also issued
by the European Commission, the Monetary Authority of

Singapore (MAS), the International Organization of Securities

Commissions (IOSCQO), and the Federal Reserve Board (FRB).

The Basel Committee incorporated these approaches into its

March 2021 publication “Principles of Operational Resilience.”

e As a trust bank entrusted with the investment and manage-
ment of the assets of our clients, the Group has been paying
attention to these trends from early on and is working on
developing a compliance framework.

<Incorporation of climate change issues into financial supervision>

e Financial regulators and central banks from many countries
are discussing the integration of climate change risks into
the oversight of the soundness of the financial system health
from the perspective of financial stabilization. In the U.K,, the
PRA (Prudential Regulation Authority) in 2019 requested that
boards of directors of financial institutions develop business
strategies that take into account long-term climate change
risks. The PRA is planning to conduct stress tests to exam-
ine the soundness of the financial institutions when climate
change factors are considered. In the U.S., the NYDFS (New
York State Department of Financial Services) in 2020 called
on financial institutions to integrate climate change issues
into their business strategies.

e The SuMi TRUST Group is committed to working proactively
to address ESG issues. For example, in December 2020, we
published our "TCFD Report 2020/2021,” in which we dis-
closed the results of our risk scenario analyses in line with
TCFD's recommendations.

Internal Auditing

1. Basic Initiative Policy

The SuMi TRUST Group believes that establishing an effi-
cient and effective internal auditing system commensurate
with the size and nature of its business, the content of laws
and regulations that apply to operations, and the type of risks
is indispensable to achieve management targets, appropriate
legal compliance, facilitating financing, client protection, and
risk management.

Therefore, with the aim of ensuring the soundness of man-
agement by improving and enhancing the business execution

system and the internal management system, SuMi TRUST
Holdings and its main Group companies have established
internal auditing units that are independent of departments
involved in business execution and that adequately act as a
restraint function. The internal auditing units verify the appro-
priateness and effectiveness of the business execution system
and internal management system, provide comments and rec-
ommendations for correcting problems, and follow up on the
status of improvement measures.

2. Internal Auditing Implementation System

(1) SuMi TRUST Holdings
1) Organization

In addition to establishing an Internal Audit Department inde-
pendent of departments involved in business execution under
the Board of Directors, SuMi TRUST Holdings has strengthened
the supervisory and restraint capabilities (governance) with
regard to management and business execution departments, by
positioning the Internal Audit Department in a direct instruction
and reporting relationship with the Audit Committee.
2) Functions and Roles

The Internal Audit Department formulates an internal audit
plan, taking into account the basic policy on internal audits,
which dictates the direction to be taken in the development
of the SuMi TRUST Group’s internal auditing system, as well
as significant group-wide risks. After receiving the consent of
the Audit Committee, the plan is approved by the Board of
Directors. The Internal Audit Department reports the results of
the internal audit, without delay to the President and the Audit
Committee, while also analyzing the internal audit results,
including those for Group companies, and reporting regularly
to the Board of Directors.

In addition, the Internal Audit Department, as the depart-

M The SuMi TRUST Group

ment supervising the Group's internal auditing, receives con-
sultations from each Group company regarding the audit plan,
and confirms its consistency with the basic policy on internal
audits. The Internal Audit Department carries out internal
audits in collaboration with the internal auditing unit of each
Group company. The role of the Internal Audit Department
also includes receiving reports of internal audit results from
Group companies, assessing and verifying the internal auditing
system and its implementation status at each Group company,
and providing guidance as necessary.

(2) Group Companies

Internal auditing units that are independent of departments
involved in business execution have also been established
at the main Group companies including SuMi TRUST Bank,
and conduct internal audits. Each Group company formulates
an internal audit plan in line with the basic policy on internal
audits set by the holding company, which is approved by the
Board of Directors after consultation with the Company.

Results of internal audits are reported without delay to the
president, the Company and others, and are also reported
regularly to the Board of Directors.

Board of Directors

SuMi TRUST Holdings

Report

Audit Committee (chaired by external director)

Report/DiscussionT ‘ Approval/Instruction

President
|
Executive Officers
|

Business Execution Departments

Internal audit

Internal Audit Department

Management/
Supervision/Guidance

Report/DiscussionT

Group Companies
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Development of New Products and Services Supporting Total Solutions
and New Product Examination/Management Systems

(1) Basic Stance on the Development of New Products

and Services

In its Medium-Term Management Plan for FY2020-2022,
the Group defined its reason for existence (“Purpose”) as “To
create new value with the power of trusts and let prosperous
future for our clients and society bloom.” Trusts have a long
history of developing and offering trust products to solve the
problems of the times. With our Purpose in mind, we will con-
tinue to focus on developing products that contribute to our
clients and society.

(2) System for the Development of New Products
and Services

The Group pursues the development of new products and
services that take advantage of its expertise and comprehen-
sive capabilities as a trust banking group. SuMi TRUST Bank
has the ability to develop new products and services within its
businesses, and applies its business-specific expertise to the
development of new products and services based on client
needs and market trends.

We have established departments dedicated to specific
areas of business management, including a Business Research
and Development Department, Regional Revitalization
Planning and Promotion Department, Digital Transformation
Department, and Sustainability Management Department, and
assigned them responsibility for research and development in
their respective areas, namely trust and related areas, regional
co-creation, digital transformation, and sustainability. We have
also built a system to develop and support new products and
services across businesses.

In addition, we have established a Products and Services
Committee as a meeting body where executives and others
can discuss the development of new products and services.
These meetings are held on a regular basis to share issues
where breakthroughs are required in the development process
and to share measures to be taken to drive development for-
ward from the perspective of medium- to long-term manage-
ment strategies that go beyond the practical working level.

B System for Development of New Products and Services

Client E Future Creation Festival j N
needs

Product idea suggestions
Collaboration to make it happen

Departments in charge of
product and service development
within each business

Market

New product

release

trends

Cross-business product devel upport
Utilization of knowledge in the field of specialization

Social
conditions [Department dedicated to specific}

99PIWWO) SAIMAS pue sPnpoid
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business management area

(3) “Future Creation Festival” Where Employees Propose
New Products and Services
Since FY2018, the Group has held its Future Creation
Festival (“Future Festival”).

The Future Festival is an in-house business plan contest that

aims to create the future of the Group with ideas originating from
employees. All Group employees are eligible to enter. The goal
is to discover a variety of new and unexpected ideas, regardless
of the area of the business plan. In the final round, applicants
are given the opportunity to present their proposals directly to
the judges, who are executives and external experts. Applicants
selected in the final selection are given the green light to try to
commercialize the product or service they proposed.

The third Future Festival will be held in FY2020. The festival
has become a major event, with a total of 670 entries submit-
ted in the previous two years. Among these was our “solitary
trust” product, released in December 2019 as the first product
originating from the Future Festival.

(4) New Product and Service Examination System and
Post-Introduction Management System

When introducing a new product or service, it is neces-
sary to develop various systems in order to continue offering
the product or running the operation, including making an
advance determination regarding the existence of any inher-
ent risks and identifying their types, evaluating and managing
such risks, and providing explanatory materials and methods
to clients. To that end, we have developed a new product and
service examination system. In the examination process, mul-
tiple departments carry out verification from various angles,
with an emphasis on introducing products and services that
will earn the trust of clients.

For products and services that have been examined by the
Product Examination Committee, after they are introduced,
we regularly monitor the status of our post-introduction initia-
tives, including from a risk management perspective. Regular
monitoring is also carried out from the viewpoint of providing
clients with appropriate explanations for products and services
that are expected to be affected due to changes in the environ-
ment and so on, regardless of whether or not they have been
deliberated by the Product Examination Committee. The results
of these verifications are reported to the Product Examination
Committee, and in the event that a situation arises that differs
from the assumptions at the time of review, we discuss how to
address and report the details to the officers in charge of the Risk
Management Department and the Compliance Department.

B Product Examination Process (SuMi TRUST Bank)
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*1 Risk Management Dept., Compliance Dept., Legal Dept., Planning and Coordination
Dept., Fiduciary Duties & Customer Satisfaction Planning and Promotion Dept.,
Financial Planning Dept., Business Process Management Dept., etc.

*2 Held jointly with the Conflicts of Interest Management Enhancement Committee as
necessary to consider merchantability and the perspective of conflicts of interest.

*3 When new products and services that may have a significant impact on the Group's
management are referred to SuMi TRUST Bank’s Executive Committee, discussions
are held with SuMi TRUST Holdings, and a framework is provided for bringing up mat-
ters at the Executive Committee and reporting to the Board of Directors.

Client-Oriented Initiatives

1. Providing Value to Clients

In an era of dramatic environmental change, the needs
of both individual and corporate clients to build, manage,
and review their assets and plan for succession are becoming
increasingly complex, and their needs for trustworthy financial
institutions are growing. The SuMi TRUST Group aims to be the
“Best Partner,” providing the greatest value to individual and
corporate clients by accurately understanding their needs and
providing total solutions that include a wide range of highly spe-
cialized products and services as the best way to address those
needs. To this end, as the only independent trust banking group
in Japan, which allows us to make effective use of the com-
prehensive capabilities that combine banking and trust func-
tions, as well as various trust functions within the Group. In our
endeavor to be completely client-oriented, we have established
a stringent conflict of interest management framework.

By constantly striving to improve customer satisfaction, be

completely client-oriented, and help solve problems in society,
we aim to gain the trust of clients and society and continue to
grow alongside each other. To this end, the Group is pursuing
initiatives based on the Voluntary Declaration of Consumer-
Orientation. In September 2020 we published “Results of
Initiatives Based on Voluntary Declaration of Consumer-
Orientation,” which documents our results and improvements.

About the Voluntary Declaration of Consumer-Orientation

The Voluntary Declaration of Consumer-Orientation is the Group's
declaration for the approach toward consumer-oriented manage-
ment (a business activity respecting general consumers’ viewpoints
and gaining consumer trust as the providers of a sound market,
while being aware of its social responsibilities, and working toward
the creation of a sustainable and desirable society) as promoted
by the Consumer Affairs Agency and others.

2. Implementing a Client-Oriented Approach

In our effort to provide our clients with the products and
services best suited to meet their genuine interests as their
“Best Partner,” and to instill a client-oriented approach
across all our business operations, in September 2016, we
formulated and released our Policies regarding the Fiduciary
Duties of the Sumitomo Mitsui Trust Group (“Policies”) and
since then we have continued to further strengthen our initia-
tives by revising them whenever necessary. The SuMi TRUST
Group has established an extensive organizational structure
from the management level to the working level, and strives

B Promoting/Supervising Structure of the Group

SuMi TRUST Holdings

Directors

Organization

Board of Conflicts of Interest
Committee

Conflict of Interest

constantly to enhance its initiatives in this area (please see
page 128 for enhancement of the conflict of interest manage-
ment framework).

In order to clearly communicate to our clients regard-
ing the results of these initiatives, we periodically publish a
report entitled KPlIs for Initiatives Aimed at Becoming Our
Clients’ "Best Partner.” (see page 126). These KPIs include
those commonly used by financial institutions regarding sales
of investment trusts.

Initiatives

* Supervise Conlflict of Interest management
for the group, monitor FD* progress

Executive * Discuss important cases
. Management Enhancement SRR
Committee Committee * Guide improvement to relevant departments
SuMi TRUST
Bank Fiduciary Duties & Customer
Satisfaction Planning * Promote FD* within organization

Department Promotion Dept.

in charge

Group Companies Group-wide

* FD: Fiduciary duties

Compliance Dept.

Fiduciary Duties
Discussion Panel

* Enhance Conflict of Interest management

e Consult with external experts,
Implement within company

1
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Client-Oriented Initiatives

3. Status of Initiatives Aimed at Becoming Our Clients’ “Best Partner,” and

Key Performance Indicators (KPlIs)

The SuMi TRUST Group regularly discloses public indicators that allow confirmation of the status of initiatives aimed at becoming

our clients’ “Best Partner.” These indicators are revised periodically as we promote and enhance these activities.

Client-Oriented Initiatives as a Source of Advantage [Our Own Actions]

Asset Formation Assistance [Number of Holders of FP-Related Certifications]

6,000 (persons)
4,000
2,000 * Shows the number of course employees of
SuMi TRUST Bank who hold FP Specialist
0 (Level 1, Level 2), CFP, AFP, or Kinzai

As of As of As of As of As of + : N -
March31, March31, March31, March31, March31, Financial Skills Examination (Level 1, Level

2017 2018 2019 2020 2021 2) certifications.

We strive to develop employees with high levels of expertise so that our clients can trust and consult with us with confidence.

Assistance regarding Inheritance, Wills, Estate Planning [Number of Financial Consultants]

300 (persons)
200

100
* SuMi TRUST Bank has financial consultants
0 who are in-house experts in inheritance,
Asof  Asof - Asof - Asof wills, estate planning, etc. at all of its

o As of
March 31, March 31, March31, March31, March31,
2017 2018 2019 2020 2021 branches.

Improving Investment Returns for Clients

M Distribution of Clients with Investment Trust Gains/losses, Including Realized Profit and Loss

50 (%) As of March 31,2019
42 4 42

I As of March 31,2020
I As of March 31, 2021
8

40

30

20

<(50%) (50%) to (30%) to (10%)to 0%to +10%to +30% to +50% <
<(30%) <(10%) <0% <+10% <+30% <+50%

Client satisfaction rate  March 2019: 62% March 2020: 42% March 2021: 79%

When proposing investment products to our clients, SuMi TRUST Bank empha-
sizes the importance of carefully following up on their intentions in light of major
life events and changes in the market environment. In this way, we make every
effort to improve returns and realized profits/losses for our clients.

Client Comfort and Satisfaction, Contribution to Society and Economy [Evaluation by Clients and Society]

Enhancing Asset Management

B Number of Companies and Number of Cases Where Corporate Action was Taken

500 (Companies or Actions) Il Cumulative number of companies [ Cumulative number of actions
415
400
297
300 252
201
200 "
71 141
99
100 e 77 -
Il
June 30, June 30, June 30, June 30, June 30,
2016 2017 2018 2019 2020

As a responsible institutional investor, Sumitomo Mitsui Trust Asset Management
pursues engagement and stewardship activities, including the exercise of voting
rights, aimed at medium- to long-term growth in corporate value. Through these
activities, we are working to increase our clients’ medium- to long-term invest-
ment returns. The number of corporate actions refers to engagement activities
that have been accepted.

SuMi TRUST Bank has earned an R&I Customer-oriented Investment Trust Sales Company Rating of “S+"

The rating is based on R&l's neutral third-party evaluation of banks, securities companies, and other financial enterprises engaged in the sale of investment trusts.
The rating assesses their “customer-oriented business operations” and their policies and initiatives in this area. The SuMi TRUST Group will continue to pursue client-
oriented initiatives and promote their adherence as we strive to be a “Best Partner,” whom our clients entrust with their business for many years to come.
*The "R&I Customer-oriented Investment Trust Sales Company Rating” (“the rating") is not a statement of fact. Rather, it represents R&I's opinions regarding the “customer-oriented business operation” initiatives of companies engaged
in the trust investment sales business. Though R&l uses information that it deems to be reliable when carrying out the rating, it does not independently verify the accuracy of this information. Furthermore, R&l does not guarantee

the accuracy or integrity of this information, nor does it endorse the purchase, sale or holding of any specific product nor guarantee the future performance of any such product. All intellectual property rights (copyrights, etc.) and any
other rights pertaining to the rating belong to R&l, and any reproduction or republication without permission is prohibited.

Offering a Wide Range of Products and Services that Meet the Diverse
Needs of Clients

To meet the diverse needs of our clients, SuMi TRUST Bank offers a wide range
of high-quality products and services, including investment trusts, discretionary
investment management products, and insurance products, which continue to be
highly popular with clients.

Sustainable and Stable Growth of the Group [Objective Parameters]

Comprehensive Offerings Drive Growth in Balances of Investment Trusts,
Discretionary Investment Management Products, and Insurance

8 (¥tm)
6
—_— 2
[l Discretionary
[ Investment trust 0

March31, March31, March31, March31, March31,
Insurance 2017 2018 2019 2020 2021

4. Shaping Corporate Culture to Become Our Clients’ “Best Partner.”

SuMi TRUST Bank has established FD & CS Committees at its branch offices and departments and each and every employee
strives to improve customer satisfaction and deliver client-oriented services by engaging in improvement activities based on the

opinions of clients, improvement activities to address issues identified in client questionnaires, and by taking part in various training

sessions and discussions.

Establishment of FD & CS Committees

For the purpose of enhancing FD in each branch office and
department and improving CS, we have revised the activities
of the CS Committees undertaken thus far and launched a new
set of activities under a new FD & CS Committee system. The
FD & CS Committees are actively undertaking a whole host of
activities according to the characteristics of each branch office
or department.

Example of FD & CS Committee System

e Discussions on client-oriented initiatives and improving CS
* Improvement activities based on client opinions

e Sharing of successful examples and improvement activities based on
issues identified in cases subject to review

FD & CS Supervisor = General Manager

I

FD & CS Leader = Person in charge of FD & CS at each branch or department

Il

FD & CS Committee = General Manager, FD & CS Leader,
and at least one employee from each section
Discusses and decides on issues to address

!

All branch and department employees undertake
FD & CS activities (address issues)

T

Business supervision department monitors and evaluates activities

Use of Client Questionnaires

We survey both corporate and individual clients with a
questionnaire so that we can better manage and improve the
quality of our services. We utilize the questionnaire results to
identify issues that need to be addressed by SuMi TRUST Bank
and subsequently implement initiatives that reflect measures
to improve those issues.

Example of Utilizing CS Questionnaire at Each Business

| Business Supervision Department conducts questionnaire survey |

1

| Business Supervision Department analyzes results |

i

Business Supervision Department
performs factor analysis of
business issues identified in
questionnaire results and examines
items requiring improvement

Each branch office performs
macro-analysis of
branch environment

1 1

Each branch office performs factor analysis of issues based on

branch environment and examines items requiring improvement

1

Each branch office formulates action plans

1

The FD & CS Committee in each branch or department and

the business supervising departments monitor progress

1

| Results of improvement are confirmed with the next questionnaire

* Example of FD & CS Committee in the Retail Total Solution Services Business

5. Initiatives to Link “Voice of Clients” to Enhance Customer Satisfaction

1) SuMi TRUST Bank receives hundreds of thousands of
valuable opinions and requests annually from clients and many
requests via branch offices throughout Japan and through
diverse channels such as telephone centers and the Group's
website. 2) To analyze this client feedback, we use the “CS

|u

Voice of Clients Portal” system, the purpose of which is to
better meet our clients’ needs by making client feedback
more visible, so that we can better recognize such needs. 3)
Furthermore, regarding opinions and requests received from
clients, branches and the head office cooperate to investigate
and analyze the causes and identify problems. Based on the
results, we search for improvement measures, and strive to

provide better products and services.

3)

Examination and

1)
. : llecti
implementation Collecting
of improvement
measures

client
feedback

(&
(Customer Satisfaction)
Promotion Cycle of
SuMi TRUST Bank

2)
Analyzing

client
feedback
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8

Client-Oriented Initiatives

6. Conflict of Interest Management*

With the approval of the Board of Directors, the Group
announced the Management Policy Concerning Conflicts of
Interest (Outline), in order to protect the interests of our clients
from undue harm caused by provision of various services by
Group companies and their related parties. The Group identifies
and classifies transactions that have possible conflicts of interest
in advance and manages such transactions appropriately.

Furthermore, we have established a system in which the
Compliance Department, which is the department that over-
sees conflict of interest management independently of sales
divisions, regularly verifies the effectiveness of conflict of inter-
est management across the Group. The results are regularly
reported to the Board of Directors and other relevant parties
and we have a framework to continuously implement neces-
sary improvements and guidance.

In addition, the Group has established the Conflicts of Interest

M Conflict of Interest Management System*"

SuMi TRUST Holdings
Inquiries
Board of Directors

Answers

Reporting, etc. Directions, etc.

Preliminary
CIECESCUCIN Conflicts of Interest Management

Executive Committee

Reporting, etc. Directions, etc. Client-oriented

. operations
Compliance Dept. promotion
(Conflict of interest management
control department)

Reporting Directions

SuMi TRUST Bank

Conflicts of
Interest Committee

Enhancement Committee

FD/CS Planning and
Promotion Dept.

Other subsidiaries, etc.

Committee in an effort to enhance the effectiveness of the
Group's conflict of interest management framework. The majority
on the Committee consists of external members. It serves as an
advisory body to the Board of Directors and receives verifica-
tion of the appropriateness of the Group'’s conflict of interest
management. The summary of agendas of the Committee has
continuously been made available for public review.

With respect to our conflict of interest management system
for stewardship activities, the Conflicts of Interest Committee
has established a Stewardship Services Working Group com-
posed of third-party members from the external committees
of the Group's asset management companies. The aim is to
strengthen information coordination and oversight functions
on the Group-level stewardship activities.

* A conflict of interest refers to a situation where there are conflicting interests between the
Group and its clients, or between clients of the Group.

Conflicts of Interest
Committee Members

Chairperson: Hideki Kanda*?
Professor, Law School at
Gakushuin University

Emeritus Professor,

University of Tokyo

Member: Takeshi Suzuki
Tokai National Higher Education
and Research System

Part-time Director

Member: Akiko Hosokawa
Partner, Baker & McKenzie
Member: Yasuyuki Suzuki

SuMi TRUST Holdings
Managing Executive Officer

*1 For roles and responsibilities of each management structure and main departments, please see page 125.

*2 External Director, SuMi TRUST Bank

M Conflict of Interest Management System for Stewardship Activities

Inquiry/
Recommendation fary Duty
¢ ) Advisory Committee

Inquiry /
Stewardship Recommendation
Development Department
Officer in Charge

Board of Directors

NETEICHT
s Advisory Committee

Stewardship

JUBWIUBYUF / UOISSNISIQ

mitomo Mitsui Trust Holdings

Inquiry
Recommendation

Board of Directors Conflicts of Interest Committee
Prel
cts of Interest Management

ARTERECIRBEE, Enhancement Committee

A

Supervision

> Fiduciary Duty Discussion Panel (cross-company)

Discussion / Enhancement

Group companies

y Sumitomo Mitsui Trust Bank

Discussion / Enk

Development Department

Conflict of interest management /
Monitoring

Middle offices

(V3

Board of Directors

Preliminary
discussion Conflicts of Interest Management
Enhancement Committee

Corporate Sales Division

Management meeting

K

1

Restriction on personnel transfers, information exchange and interaction

7. Client Protection Management

(1) Basic Initiative Policy

The Group regards client protection as one of its most
important management issues. SuMi TRUST Holdings has
established a basic policy in its Action Guidelines for the Best
Interest of Clients designed to enhance the Group's client pro-
tection and convenience, to enable the Group companies to
develop appropriate client protection management systems
in accordance with the characteristics of their own operations.
Based on the basic policy, each Group company has estab-

Sumitomo Mitsui Trust Holdings

lished the control departments for client protection manage-
ment and supervisory departments according to functions. The
control departments oversee client protection management
as a whole, through the preparation of internal company rules
and regular reporting to the Board of Directors and others.
Supervisory departments develop frameworks for each func-
tion, and ensure appropriateness and sufficiency of each
function through guidance for related departments, enhanced
training and improvement.

1

Supervisory

Board of Directors

F—

=3
=
Body Risk Committee | | Conflicts of Interest Committee | g
[
3 ‘ >
=
Q
=
’—| Executive Committee l—‘ 9
0 Bl
Executive Business Risk Management . Conflicts of Interest Management 2
. Head of Compliance " =
Body Committee Enhancement Committee ‘BD
3
| Compliance Department | -
Major Subsidiaries (Sumitomo Mitsui Trust Bank) Major Subsidiaries (Sumitomo Mitsui Trust Asset Management)
Supervisory/ | Board of Directors | | Board of Directors |
Executive I Compliance Committee | [

Body | Executive Committee - _ | Executive Committee | _
Conflicts of Interest Management | | 5 = o
‘ Enhancement Committee e ‘ e S
5 2 2
| Head of Compliance | > | Head of Compliance | > [a)
& w g g
| Compliance Department | g | Compliance Department | é -?)
0] I @ o

kel kel
Control [ [ | 2 [ [ | g 3
Departments Compliance Business Process FD&CS Planningand | | 3 Marketing and Risk Management Compliance 3 3
Department Planning Department Promotion Department % Planning Department Department Department 3 2
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Clients Receive CMan{aglng Clent Outsourcing Client Support Clients Receive Clent Qutsourcing Managing Client
onflicts of Information Information Conflicts of | Support
Adequate I M Management Management Adequate M Management ",
Explanations nterest lanagement Explanations lanagement Interest it

(2) Ensuring Clients Receive Adequate Explanations

When providing financial products and services, the SuMi
TRUST Group offers appropriate and sufficient explana-
tions and easy-to-understand information so that our clients
understand and are assured about the offered products and
services. Specifically, we have created a client protection man-
agement framework, such as thoroughly enforcing the suit-
ability rule* and duty of honesty and fairness, creating a client
explanation manual that stipulates appropriate provision of
information to clients and expanding and improving training,
based on the solicitation policy regarding provision of financial
products and services and the Policies regarding the Fiduciary
Duties of the Sumitomo Mitsui Trust Group.

In particular, we monitor whether appropriate explanations
are provided to our clients to ensure their understanding in
transactions involving financial products that may pose risk,
including investment trusts and life insurance. We revise our
solicitation rules, as necessary, to ensure that solicitation and

sales activities for financial products are conducted appropri-

ately from the perspective of the clients.
* Rules that prohibit inappropriate solicitation in view of clients’ knowledge, experience,
financial position, and purpose of transactions

(3) Client Information Management

The Group has established the Sumitomo Mitsui Trust
Group Privacy Policy to securely protect the personal informa-
tion of its clients for establishing a framework for appropriately
managing client information. When accessing client informa-
tion jointly within the Group, each company complies with laws
on personal information protection, guidelines on personal
information protection in the financial industry, and other
related laws and regulations, so as to ensure the appropriate
use of such information. The SuMi TRUST Group requires all
employees to submit a written affirmation of their duty of con-
fidentiality, so that they clearly recognize the duty they have
to keep important information, including personal data they
come across while working, confidential.
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Communication with Shareholders and Investors

1. Basic Philosophy

SuMi TRUST Holdings aims for highly transparent corporate
management by striving for timely and appropriate disclosure
of corporate information, as well as through proactive IR activi-
ties and constructive dialogue with shareholders and inves-
tors in Japan and overseas. Specifically, our top management

2. Record of Activities

endeavors to present our shareholders and investors a deeper
understanding of SuMi TRUST Holdings’ performance, busi-
ness conditions, and business strategies directly by actively
holding information meetings, in addition to disclosing corpo-
rate information in a timely, fair, and accurate manner.

(1) Activities for Individual Investors

We strive to provide information that will allow individual
shareholders and investors to better understand the Group
through measures such as organizing information meet-
ings, setting up a dedicated website for individual investors,
and distributing a newsletter for shareholders (“The Trust
Newsl|etter— Business Report”).

In FY2020, in-person information meetings were suspended
in order to prevent the spread of COVID-19, but we participat-
ed in an online information meeting organized by a securities
firm in December and distributed the video of the meeting on
our website.

For details, please see our website (Japanese only).
https://www.smth.jp/investors/individual_meeting/index.htm|

(2) Activities for Institutional Investors

Investor meetings on financial results aimed mainly at analysts
and institutional investors are held twice a year, for the full-year
and interim results. We also conduct briefings on our manage-

3. General Meeting of Shareholders

ment strategy and financial position by participating in confer-
ences organized by securities companies and the like and by
holding one-on-one investor meetings in Japan and overseas.
The opinions of analysts and institutional investors obtained
through these opportunities are fed back to the management
team in a timely and appropriate manner, and IR activities are
reported to the Board of Directors on a regular basis.

We are also working to enhance constructive dialogue with
shareholders. We are increasing opportunities for dialogue
to explain the governance and management policies of the
Group to those responsible for exercising voting rights. We
will also focus more on dialogue on ESG (Environmental,
Social and Governance) themes in the future.

Although the COVID-19 pandemic has not receded and
domestic and overseas travel has been difficult, in FY2020 we
continued to dialogue with investors by actively utilizing con-
ference calls, video conferencing, and other means.

M IR Activities Carried Out in FY2020

Investor meetings on
financial results for analysts 2 times
and institutional investors

6 times
Overseas IR events ) o
(all held online due to travel restrictions)

One-on-one meetings with
institutional investors in
Japan and overseas

Number of companies: 266
(including 112 overseas investors)

Information meetings for

o . 41 hel li
individual investors times (held online)

Well before the General Meeting of Shareholders held in
June of each year, the convocation notice is sent, and one
week before that, the English-language version of the notice
is posted on our website and other channels at the same time
as the Japanese version. Voting rights may be exercised elec-
tronically over the Internet, for example by smartphone. SuMi
TRUST Bank is working to promote the electronic exercise of
voting rights by participating in a platform for the exercise of
voting rights by institutional investors and by participating in
the “Smart Exercise” campaign, which encourages sharehold-
er registry administrators to allow electronic exercise of voting
rights, including by smartphone.

In order to ensure shareholders are provided with sufficient
information, the 2021 General Meeting of Shareholders was
held early on June 23rd to avoid overlap with other share-
holder meetings held in the same busy period. In addition to
implementing a system that allows shareholders to ask ques-
tions about agenda items via the Internet in advance of the
General Meeting of Shareholders, we conducted a live web-
cast of the meeting to allow shareholders who were unable to
attend to view the proceedings via the Internet.

Notices of resolutions and voting results are posted on our
website immediately after the conclusion of the General Meeting
of Shareholders along with video footage of the day's events.

Initiatives for Financial Facilitation

@ Initiatives for Financial Facilitation

The SuMi TRUST Group considers the facilitation of financing to
small and medium-sized enterprises (SMEs) and individuals seeking
mortgage loans as one of its most important social missions.

SuMi TRUST Bank took steps to further enhance its financial inter-
mediary function and established a basic policy on the facilitation of
financing. This was to ensure prompt and appropriate responses to
requests from SMEs and mortgage loan clients for various consulta-
tions, and restructuring of loan repayment conditions and other issues.

The bank facilitates financing operations through a system at branch
offices to provide prompt and appropriate responses to clients’ con-
sultations about, or requests for, the restructuring of loan repayment
conditions and other matters and a system at the head office to fully
grasp the branch office support activities. The bank also responds to
clients’ requests for consultation and complaints through a dedicated
telephone number as well as at branch offices.

The Act concerning Temporary Measures to Facilitate Financing for
SMEs, etc. expired on March 31, 2013. Even so, the SuMi TRUST Group
continues to provide appropriate and proactive financial intermedi-
ary services to facilitate the business activities of SMEs and to provide
mortgage loan clients with financial security. Also, when there are con-
sultations about, or requests for, the restructuring of loan repayment
conditions, the SuMi TRUST Group endeavors to respond in a flexible
and appropriate manner, taking each client’s circumstances into account.

In addition, SuMi TRUST Bank has a system under which it respects
and abides by the “Guidelines for Management Guarantee,” which were
adopted in February 2014, and the “Special Provisions on Guidelines
for Management Guarantee” (adopted in April 2020), and discloses the
utilization status of the guidelines (including the Special Provisions) on
its website. The Bank also respects the “Guidelines on Arrangement for
Victims of Natural Disaster,” which were adopted in April 2016, and the
“Special Provisions for the Application of the Guidelines to COVID-19"
(adopted December 2020), and we are prepared to respond appropri-
ately to consultations from clients directly or indirectly affected by natu-
ral disasters such as the Great East Japan Earthquake and Kumamoto
Earthquake as well as the COVID-19 pandemic.

® Status of Initiatives to Improve SME Business
Operations and to Revitalize Regions

(1) Policy on Management Support Measures for SMEs

SuMi TRUST Bank assists SMEs with efforts to improve and revitalize
their business operations by considering their conditions and providing
business consultations, management guidance and support for formu-
lating business reconstruction strategies, and other support services.

(2) Framework of Management Support for SMEs

In order to conduct management support for SMEs, SuMi TRUST
Bank has established “Financing Facilitation Promotion Offices” in
the Wholesale Business Planning Department and in the Personal
Loan Business Promotion Department, to prepare a framework to deal
appropriately and satisfactorily with various consultations and requests
from clients.

In terms of specific measures related to management support for
SMEs, branch offices and the head office are engaged in efforts such
as support for formulating business reconstruction plans tailored to
individual circumstances, and assistance aimed at making progress with
business reconstruction plans, taking the industry conditions and the
business dealings of individual SMEs into account. Furthermore, SuMi
TRUST Bank prepares to support clients in overseas expansion and busi-
ness succession as well as in electronically recorded monetary claims.

1) Initiatives related to support for overseas expansion
SuMi TRUST Bank has a six-site network that includes New York,
London, Singapore, Hong Kong, Shanghai and Thailand. These
branches offer financial services such as loans, deposits, foreign

exchange, and derivatives to Japanese client companies who are
expanding overseas.

In addition to developing our own offices, we are making efforts
to address the growing need for financial services denominated in
local currencies through partnerships with leading banks in Asian
countries. In Vietnam, we are working to strengthen financial servic-
es such as sales finance for Japanese companies that are expanding
into the market through the Bank for Investment and Development
of Vietnam (hereinafter “BIDV"), with which SuMi TRUST Bank has a
partnership, as well as our leasing joint venture company with BIDV
(BIDV-SuMi TRUST Leasing Company, Ltd.).

2) Initiatives related to support for business succession

SuMi TRUST Bank provides detailed proposals and prompt infor-
mation to meet the diverse asset inheritance and business succes-
sion needs of both its corporate and individual clients. Tailor-made
services for the needs of company-owner and high net-worth clients
are provided in collaboration with an affiliate company, Sumitomo
Mitsui Trust Wealth Partners, and various specialists such as lawyers
and tax accountants.

Financial consultants have been assigned to branches nationwide
as immediate counseling service counter so that company-owner
clients may consult on any inheritance or business succession con-
cerns or issues they may have. Our financial consultants draw on the
expertise they have accumulated through a rich, wide-ranging set
of experiences to consult with clients on matters concerning inheri-
tance, asset inheritance and business succession as well as asset
management and administration.

Furthermore, we cooperate with our tax accountant corporate
partners to hold seminars for business owners on the inheritance
and business succession tax system and business succession mea-
sures that utilize trusts. These events serve as opportunities to make
SuMi TRUST Bank’s consulting function more broadly known among
people who have never had dealings with a trust bank.

3) Initiatives related to “Densai” (electronically recorded monetary claims)
In order to facilitate fundraising for SMEs, SuMi TRUST Bank has
offered “Densai Services” since February 2012. The service is based
on the Zengin Electronic Monetary Claims Recording Network, in
which financial institutions nationwide are members. We also provide
“Densai lump-sum factoring services.”

Due to the impact of the COVID-19 pandemic, we have been
asked by the Zengin Electronic Monetary Claims Recording Network,
“densai.net Co., Ltd.,” to endeavor to apply the same kinds of finan-
cial measures (e.g., deferment of insolvency proceedings) that are
applicable under the Disaster Relief Act. We will endeavor to respond
to our clients’ consultation about the payment of monetary claims
already issued in a flexible and appropriate manner, taking each cli-
ent’s circumstances into account.

(3) Status of Management Support Initiatives for SMEs and of
Regional Revitalization Initiatives
SuMi TRUST Bank has branches throughout the country. Although
it is not engaged in initiatives for the revitalization of specific regions,
the Bank carries out initiatives focused on support to improve the busi-
ness operations of clients at each branch according to their individual
circumstances and business dealings.

Examples of Specific Initiatives

¢ Introduced prospective buyers of idle real estate (buildings for
rent and other properties) of clients and brokered the sale of
such assets. Contributed to reducing interest-bearing debt of
the clients.

e Executed sales mediation services (real estate surveys) for cli-

ents to other clients, and contributed to increasing their sales.
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10-Year Data

Billions of Yen (Unless specified otherwise)

FY2011 FY2012 FY2013 FY2014 FY2015 FY2016 FY2017 FY2018 FY2019 FY2020

Net Business Profit before Credit Costs 342.2 284.6 285.8 316.7 318.3 232.3 270.5 282.2 289.0 294.7
Total Credit Costs 8.9) 6.1 9.1 19.3 (25.9) (28.5) 2.9 (2.9) (43.8) (7.8)
Net Gains on Stocks (33.9 4.2 (3.7) 2.1 29.6 364 6.3 13.7 40.1 (43.5)
Of which Amortization of Shares, etc. (30.3) (7.7) (2.3) 0.3) 6.3 (3.8) (0.0 (3.4) (12.4) (0.8)
Other Net Non-Recurring Profit (27.2) (31.4) (33.2) (41.4) (43.9) (43.9) (47.2) (36.5) (27.6) (60.2)
Ordinary Profit 2721 255.0 258.0 292.4 278.0 196.3 232.6 256.4 257.6 183.1
Extraordinary Profit 22.8 (26.7) (11.3) (59.9) 4.9 (5.2) 6.1 (15.0) (16.9) 16.8
Total Income Taxes (109.3) (75.1) (91.6) (60.1) (93.9) (56.9) (73.0) (60.5) (75.6) (56.0)
Net Income 185.6 153.1 154.9 172.4 179.1 134.2 165.7 180.7 165.0 143.9
Net Profit Attributable to Non-Controlling Interests (20.9) (19.4) (17.2) (12.7) (12.2) (12.7) (11.7) (6.8) (2.0) (1.7)
Net Income Attributable to Owners of the Parent 164.6 133.7 137.6 159.6 166.9 121.4 153.9 173.8 163.0 142.1
Total Assets 34,376.3 37,704.0 41,889.4 46,235.9 58,229.9 65,453.7 68,356.7 57,029.1 56,500.5 62,163.8
Loans and Bills Discounted 20,636.4 22,391.6 23,824.0 25,550.0 27,525.8 28,040.4 28,190.5 29,025.7 29,703.3 30,506.9
Securities 6,795.7 6,346.0 5,764.4 4,813.3 4,926.2 5127.7 5,537.6 5,759.5 6,437.5 6,983.4
Total Liabilities 32,039.2 35,373.5 39,448.3 43,518.9 55,525.4 62,662.0 65,484.4 54,298.7 53,909.6 59,441.3
Deposits 22,077.8 23,023.8 24,1233 25,079.7 26,701.9 36,000.8 37,351.8 31,903.5 30,688.9 33,467.6
Negotiable Certificates of Deposit 3,252.8 4,103.5 5,100.1 6,570.5 7,130.6 7,326.6 6,563.3 6,328.6 5,860.2 7,160.5
Total Net Assets 2,337.0 2,330.4 2,441.0 2,716.9 2,704.5 2,791.6 2,872.3 2,730.3 2,590.9 2,722.5
Treasury Stock 1,817.8 1,711.5 1,901.7 1,860.1 1,966.8 2,031.6 2,127.8 2,242.9 2,334.3 2,416.0
Of which Retained Earnings 696.8 790.1 886.4 970.3 1,087.1 1,159.0 1,263.4 1,387.5 1,495.0 1,581.0
Accumulated Other Comprehensive Income 9.0 134.4 203.5 529.6 410.1 430.9 496.8 410.4 220.8 277.7
Non-Controlling Interests 510.1 484.4 335.6 326.9 327.1 328.4 246.8 75.8 345 27.7
Consolidated Common Equity Tier 1 Capital Ratio — 8.30% 9.32% 10.28% 11.36% 11.04% 11.33% 12.18% 12.62% 12.12%
Consolidated Tier 1 Capital Ratio — 9.95% 10.83% 11.45% 13.36% 13.54% 13.74% 14.18% 14.47% 13.51%
Consolidated Total Capital Ratio — 14.10% 14.78% 15.57% 16.75% 16.42% 16.31% 16.77% 17.23% 15.76%
Dividend Per Common Share (Yen)* 85 90 100 120 130 130 130 140 150 150
Dividend Payout Ratio 30.3% 27.2% 29.3% 29.6% 30.0% 40.9% 32.1% 30.5% 34.5% 39.5%
Net Assets Per Common Share (Yen)* 4,131.11 4,707.16 5,110.21 6,186.38 6,181.19 6,437.57 6,897.36 7,008.67 6,822.48 7,192.07
Net Income Per Common Share (Yen)* 385.40 312.76 344.88 403.84 433.30 317.24 403.91 458.91 434.31 379.65
ROE 9.58% 7.48% 7.13% 7.17% 7.00% 5.01% 6.05% 6.58% 6.25% 5.41%

* Value shown assumes that the reverse stock split on October 1st 2016 (1 share per 10 shares of common stock) was carried out last fiscal year.
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Corporate Information

Financial Review

Terms with an asterisk are explained in “Glossary” on page 135, 136.

In the consolidated financial results for FY2020, net business profit before credit costs increased by ¥5.6 billion year on year to
¥294.7 billion, which far exceeded our published forecasts. The rise was mainly due to an increase in effective net interest income
and related profit in SuMi TRUST Bank, despite a decrease in net fees and commissions and related profits due to the effects of
self-restraint on business activities with the spread of COVID-19.

In the meantime, net income attributable to owners of the parent decreased by ¥20.8 billion year on year to ¥142.1 billion.
This was because of impairments of software assets, etc. with an eye on “new normal” state of the economy in the future, partial
realization of both unrealized gains on strategic-shareholdings and unrealized losses on hedge transactions, and improvement
of mark-to-market value of hedging positions in net nonrecurring profits line and below. In the first year of the newly launched
Medium-Term Management Plan, the plan mostly progressed as envisaged , achieving the initial plan of ¥140 billion.

M Overview of the Financial Results in FY2020

<Consolidated> SuMi TRUST Holdings (Consolidated)

Billions of Yen (Unless specified otherwise)

FY2020 (A) FY2019 (B) Change (A)-(B)  Rate of change
Net Business Profit before Credit Costs* 294.7 289.0 5.6 2.0%
Ordinary Profit 183.1 257.6 (74.5) (28.9%)
Net Income Attributable to Owners of the Parent 1421 163.0 (20.8) (12.8%)
Total Credit Costs* (7.8) (43.8) 36.0 —
Return on shareholders’ equity* 5.41% 6.25% (0.84%) —
Net Income per Common Shares (EPS) (Yen) 379 434 (54) (12.6%)
Net Assets per Common Shares (BPS) (Yen) 7,192.07 6,822.48 369 5.4%

* [Net Income Attributable to Owners of the Parent / (FY-start total shareholders’ equity (equity) + FY-end total shareholders’ equity (equity)) / 2] x 100

<Non-consolidated> SuMi TRUST Bank (Non-consolidated)

Billions of Yen (Unless specified otherwise)

FY2020 (A) FY2019 (B) Change (A)-(B)  Rate of change
Net Business Profit before Credit Costs* 206.5 206.8 0.2) (0.1%)
Net Interest Income and Related Profit* 229.9 1341 95.7 71.4%
Net Fees and Commissions and Related Profit* 163.9 174.3 (10.3) (5.9%)
Net Trading Profit (33.2) 102.1 (135.4) (132.5%)
Net Other Operating Profit 91.3 425 48.7 114.6%
General and Administrative Expenses (245.4) (246.4) 0.9 (0.4%)
Total Credit Costs* (6.3) (34.7) 28.4 —
Net Non-recurring Profit, etc. (86.2) 4.4 (20.6) —
Ordinary Profit 114.0 176.4 (62.4) (35.4%)
Extraordinary Profit 15.6 1.0 14.5 —
Net Income 95.9 124.7 (28.7) (23.1%)
(Note) Amounts less than ¥100 million are rounded down.
<Dividends>
FY2020 (A) FY2019 (B) Change (A)-(B)

Dividend per Share on Common Share (Yen) 150.00 150.00 +0.00

Status of Profit and Loss

B Net Business Profit before Credit Costs*

400.0 (Billions of Yen)

B Net Interest Income and Related Profit*

300.0 (Billions of Yen)

300.0 282.2 289.0 294.7
231.4
2000 206.8 206.5
100.0
2018 2019 2020 (Fiscal Year)

M Non-consolidated [ Consolidated

Net fees and commissions and related profit decreased, despite steady
recurring revenue, mainly due to decrease in nonrecurring fee revenue. On
the other hand, effective loan/investment related profit increased mainly
owing to the improvement in domestic deposit-loan margin and the effect
of a temporary boost in revenue from investments in partnerships, bringing
the total profit to ¥294.7 billion, which is an increase of ¥5.6 billion from the
previous fiscal year.

B Net Fees and Commissions and Related Profit*

500.0 (Billions of Yen)

260.2
229.9
200.0
172.7169.6 158.6
1341
100.0
2018 2019 2020 (Fiscal Year)

M Non-consolidated [l Consolidated

Nominal net interest income and related profit increased by ¥101.5 billion
compared to the previous fiscal year. Effective profit increased by ¥18.0 bil-
lion, including profit attributable to deployment of foreign currency surplus
funds, which is included in other operating income. The contribution factors
include the effect of a temporary boost in revenue from investments in part-
nerships, as well as the improvement in domestic deposit-loan margin.

M Net Income Attributable to Owners of the Parent

200.0 (Billions of Yen)

4000 4132 405.8 391.1
300.0
200.0 1863 1743 20
100.0
0
2018 2019 2020 (Fiscal Year)

M Non-consolidated [ Consolidated

While recurring revenue related to asset management and administration
remained strong, revenue related to investment management consulting
services and nonrecurring revenue related to real estate brokerage ser-
vices decreased due to self-restraint on business activities with the spread of
COVID-19. This resulted in a decline of ¥14.6 billion from the previous fiscal
year to ¥391.1 billion.

173.8 163.0
150.0 148.6 142.1
124.7
100.0
50.0
0
2018 2019 2020 (Fiscal Year)

M Non-consolidated [ Consolidated

Although there was an increase in net business profit before credit costs, we
recognized impairments of software assets, etc. with an eye on “new normal,”
partial realization of both unrealized gains on strategic-shareholdings and unre-
alized losses on hedge transactions, and improvement of mark-to-market value
of hedging positions in net nonrecurring profits line and below. This resulted in

a decline of ¥20.8 billion from the previous fiscal year to ¥142.1 billion.

Glossary

Net Business Profit before Credit Costs

Substantial profit of a bank's core businesses, calculated by eliminating the effects of non-recurring factors, such as total credit costs

and net gains on stock from ordinary profit.
Total Credit Costs

Costs incurred in posting allowances for losses on loans and writing off loans.

Net Interest Income and Related Profit

Net revenues after subtracting interest paid on deposits, etc., from revenues on loans and securities investment.

Net Fees and Commissions and Related Profit

Net profit of the sales fees of investment trusts, real estate brokerage fees, and trust fees for assets under management, etc.
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Corporate Information

Financial Status

Terms with an asterisk are explained in “Glossary” on page 136.

B Loans and Deposits (Non-consolidated)

M Problem Assets Based on the Financial Reconstruction Act* (Non-consolidated)

M Loans Deposits, Trust Principal

Both loans and deposits increased
Loans and bills discounted increased by ¥0.7 trillion from the end of the
previous fiscal year to ¥30.7 trillion, due to increases in both mortgage loans
and loans to corporations. Deposits, increased by ¥2.6 trillion to ¥37.8 trillion,
mainly due to an increase in time deposits from corporate clients.
* Deposits include the principal guaranteed trust account (loan trusts and jointly oper-
ated money trusts), but exclude negotiable certificates of deposit.

B Capital Adequacy Ratio, etc.* (Consolidated)

20 (%)
17.23
15.76
15 1447 e,
12.62 12,12 i lé/ﬁnjtmlum
- apita
10 . Mm'lmum Requirements
Minimum Capital 11,00
Capital Requirements E
Requirements 9.00
5 7.50
0

Common Equity  Tier 1 Capital Ratio  Total Capital Ratio
Tier 1 Capital Ratio

M March 31, 2020 March 31, 2021

Coverage levels remain well above regulatory standards

Common Equity Tier 1 capital ratio decreased by 0.50 percentage points
from the end of the previous fiscal year to 12.12%. The decrease was mainly
due to an increase in corporate loans due to the COVID19 pandemic and an
increase in bear investment trust (additional hedging) as a result of the rise in
stock prices. Total capital ratio also decreased by 1.47 percentage points from
the end of the previous fiscal year to 15.76%. Common Equity Tier 1 capital
ratio as well as the total capital ratio remain well above the corresponding
regulatory required levels of 7.5% and 11.00%, respectively.

Basel lll:

Basel Il is a new capital regulatory standard that was announced by the Basel Committee
on Banking Supervision in December 2010. Basel ll, intended to enhance the soundness
of internationally active banks, has been adopted in Japan as of the end of March 2013 in
a phased manner. Basel Il newly defines “Common Equity Tier 1,” which is comprised of
capital components that can be used to cover unexpected losses and do not need to be
repaid, such as common equity and retained earnings, and requires that the ratio of those
capital components to risk-weighted assets, such as investments and loans, (“Common
Equity Tier 1 ratio”) must be kept higher than a prescribed level.

40 (Trillions of Yen)37.o 378 150.0 (Billions of Yen) (%)3.0
35.1
0 294 29.9 307 1134
100.0 2.0
84.2 86.8
20
50.0 1.0
10
0.3 0.3 04
0 0 0
March 31, 2019 March 31, 2020 March 31, 2021 March 31, 2019 March 31, 2020 March 31, 2021

M Problem Assets Based on the Financial Reconstruction Act (Left)
< Ratio to Total Loan Balance (Right)

Ratio to total loan balance remains low at 0.4%

The total balance of problem assets based on the Financial Reconstruction
Act increased by ¥26.6 billion compared to the end of the previous fiscal year
to ¥113.4 billion, with the ratio to total loan balance remaining at a low level of
0.4%, after an increase by 0.1%. As for the ratio of problem assets covered by
collateral and the allowance for loan losses, the ratio was 90% for doubtful loans
and 50% for substandard loans, both of which are deemed sufficiently high.

Problem Assets Based on the Financial Reconstruction Act
Assets for which disclosure is required by the Financial
Reconstruction Act, and which are classified as follows. These are
generally used in referring to “non-performing loans.”

Bankrupt and Practically Bankrupt

Assets to debtors who are legally bankrupt (due to bankruptcy,
corporate reorganization or rehabilitation proceedings, etc.), or
virtually bankrupt.

Doubtful

Assets to debtors who are not legally bankrupt, but whose
financial conditions and business results have deteriorated, with
a high likelihood that the lender will not be able to collect the
principal or receive interest in accordance with the contract.

Substandard

Assets more than three months past due and assets whose terms
have been modified to support debtors through such means as
interest reductions or exemptions.

Capital Adequacy Ratio, etc.

Basel Il defines the composition of capital in three steps: Common
Equity Tier 1 capital, Tier 1 capital and total capital. The ratios
obtained by dividing them by risk-weighted assets refer to Common
Equity Tier 1 ratio, Tier 1 ratio and total capital ratio, respectively.

Common Equity Tier 1 Capital
Common Equity Tier 1 capital is composed of core capital, consisting
primarily of the capital stock, capital surplus and retained earnings.

Tier 1 Capital
Tier 1 capital is composed of Common Equity Tier 1 plus
Additional Tier 1 capital, which includes preferred shares, etc.

Total Capital

Total capital is the total amount of capital, composed of Tier 1
capital and Tier 2 capital, which includes debt capital such as
subordinated debt and subordinated loans.

Corporate Information s of march 31, 2021

Registered Trade Name:  Sumitomo Mitsui Trust Holdings, Inc.

Headquarters Location:  1-4-1 Marunouchi, Chiyoda-ku, Tokyo 100-8233, Japan
Date of Establishment: February 1, 2002 (Change of trade name: April 1, 2011)

Main Business:

With trust banking at its core, Sumitomo Mitsui Trust Holdings, Inc., will focus on the management of business

operations, as the holding company of the Sumitomo Mitsui Trust Group, and sets the following (1) - (8) as its

key functions:

(1) Supervising management strategies

2
3
4
5
6
7
(8) Managing internal auditing
Capital: 261,608,725,000 Yen
Stock Exchange Listings: Tokyo, Nagoya Stock Exchanges

Supervising risk management

(
(
(
(
(
(

= 2 22 XX

Tokyo (1st Section), Nagoya (1st Section)

Securities Code: 8309

Rating Information s of une 30, 2021)

Supervising financial management
Supervising human resource management
Supervising general affairs management
Supervising business process management

Supervising compliance management

Long-term Outlook Short-term

JCR AA- Stable —

Sumit Mitsui Trust Holdi

umitomo Mitsui Trust Holdings Rl A Stable —

S&P A Stable A-1
Moody's Al Stable P-1

Sumitomo Mitsui Trust Bank Fitch A- Stable F1
JCR AA- Stable —
R&I A+ Stable a-1

Website

Please go to our website for specifics on our Group.

About The Sumitomo Mitsui Trust Group Reports Sustainability

https://www.smth.jp/english/about_us

Contact:
IR Department
Telephone:  +81 (3) 3286-8354
Facsimile: +81 (3) 3286-4654
e-mail: ir@smth.jp
URL: https://www.smth.jp/en/ir/index.html

https://www.smth.jp/english/investors/report

in The Sumitomo Mitsui Trust Group

https://www.smth.jp/english/sustainability
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