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Sustainability
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The Group defines its reason for existence (“Purpose”) as “Creating new value with the power of trusts and let prosperous future
for our clients and society bloom”, and aims to achieve the goal of "balanced creation of both social value and economic value”.
Sustainability is an integral part of our Group management, and is becoming more important in every aspect of our businesses.
Under our sustainability promotion framework (for details, see page 17), we are working to solve various social issues. In addition,
considers addressing climate change as an important part of its sustainability efforts, and, in October 2021, announced its Carbon
Neutral Commitment and is accelerating its initiatives to achieve a decarbonized society (for details, see starting on page 73).

Policies Related to Sustainability

y .- y

the Sumi

Contribute to solving social and
environmental problems through business

Serve clients with sincerity

Earn the trust of society

Action Guidelines for
Mitigating Climate Change

Address environmental issues

Respect the individual
Please refer to the SuMi TRUST

Action Guidelines for Holdings website for further details

Participate in, and contribute to, the community

Preserving Biodiversity

about the above policies.

E Sustainability Management

The Sustainability Management Department is taking the lead in promoting the following initiatives related to important sustain-

ability issues.

* Promoting materiality management

e Devising and promoting plans for sustainability work (manages the progress of social problem-solving businesses at Group companies)
Management e Tackling climate change issues (Carbon Neutrality Planning and Management Department)

¢ Conducting strategic information disclosure by issuing Sustainability Reports and other publications

¢ 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

With Yeu'

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

development e Strategically providing value to the community through “With You" activities*'

Employee
. e Early acquisition of practical knowledge through internal promotions such as “Challenge for SDGs!”*?, “SDGs Declarations” by all
education o I
branch departments, and “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

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

*1 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.
*2 Measures to promote understanding the SDGs, with the aim of ensuring that each and every employee becomes responsible for promoting and raising awareness of the SDGs. We explain
the SDGs in internal newsletters, conduct an annual e-learning program for all executives and employees, and display various posters, among other measures.

Solving Social Issues through Business

The Group promotes sustainable business that adds scientific knowledge (Technology Based Finance: TBF) and impact evalua-
tion to asset management, asset administration, and banking, and leverages its strengths in contact with many market participants
(investors, companies, individuals, and households) to create a virtuous cycle of funds, assets and capital. For details, refer to the

business-specific initiatives (pages 34-47).

Initiatives of Technology-Based Finance (TBF)

One of the important functions of the Sustainability
Management Department is the research and development
of new sustainability-related businesses. With this in mind, we
launched a Technology-based Finance (TBF) team in April 2021.

To solve the challenges in the SDGs and the Paris climate
agreement, huge amounts of money will be needed, and
innovative technologies will be a key. We saw that from now
on, it would be necessary to understand the latest technology,
deepen dialogue with clients, and approach finance from a sci-
entific point of view. We therefore established a TBF team with
the aim of supporting the practical implementation of technol-

ogy from a financial perspective.

To achieve a decarbonized society and build a society in

harmony with nature, we first teamed up researchers and
experts with doctorate or master’s degree of science and engi-
neering in the fields of hydrogen, storage batteries, organic
chemistry, and inorganic chemistry. By incorporating team
members’ knowledge into the impact evaluation process
and implementing innovative technologies in society, we will
accelerate our initiatives to promote positive impact and curb
negative impact, thereby contributing to solving social issues.
The activities of our TBF team represent a new challenge not
only for our company, but also for the financial community.
We hope to build social systems that solve environmental and
social problems through the application of existing technolo-
gies, the development of new technologies, or the combina-
tion of both.

Finance for Social Implementation

Unique capacity from combination of
deep knowledge as specialist (each member)

Creative ideas through discussion
(team)

High-level
Integration with
Finance

Team
Management

Hydrogen Storage Battery Materials
Biomass EV Engineering

Sustainability Management Department Technology-based Finance (TBF) Team

Electricity Agricultural

Environment Organic Mechanical

System . . N . . engineering/
Communication Englréeneer:ng and Sm?tt\'z?!)’n e&%:ae“irrmg’ Cultivation
Technology 9y 9y technologies

As of June 30, 2022

® Promote the introduction of innovative technologies that have
proven potential for social implementation through basic and
empirical research

o Utilize expertise in cleantech (innovative technologies cen-
tered on the energy and power sectors)

¢ Analyze reasons that prevent social implementation and provide
solutions, including financial options

e Coordinate collaboration among client companies and research
institutes by leveraging expertise

* Monitor the ongoing occurrence of positive impact

Supporting the promotion of innovation

Impact management

< Social

Proof of > Laboratory > Demonstration
concept stage test |

‘ Promotion/ ‘ ‘ Continuous

implementation Deployment operation

Bl Addressing Climate Change Issues

Governance

In case of our Group, the Board of Directors has formulated the Action Guidelines for Mitigating Climate Change as the

Company’s basic policy on climate change. In addition, with regard to climate change-related risk management, the Board of
Directors established a climate change-related risk management policy within the Risk Management Rules, which shows our basic

approach and management system for climate change-related risks.
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Sustainability

M Action Guidelines for Mitigating Climate Change ~ M Climate Change Response Promotion Framework

1. Implementation of Measures and Support to
Help Mitigate Climate Change
In addition to actively taking measures to
reduce greenhouse gas emissions in our own
business operations, we will make efforts, as
a corporate citizen, to support activities that
mitigate and adapt to climate change.

2. Provision of Products and Services
We will work on developing and providing
products and services that help mitigate
climate change, such as promoting the use
of renewable energy and the spread of car-
bon offset products through our financial
functions.

3. Collaboration with Stakeholders

We will engage in dialogue and cooperation
with our stakeholders for the work to miti-
gate climate change.
4. Education and Training

We will ensure that these guidelines are fully
implemented at group companies and will
actively conduct education and training to
mitigate climate change.

SuMi TRUST Group Carbon Neutral Commitment

Responsibility

o Ultimate supervisory responsibility for sustainability
 Development of climate change-related risk
management policies and plans

Executive Body

Formulation of strategies
for climate change and
promotion of measures
within the Group

Board of Directors Risk Committee

Supervising|
Reporting

Executive Committee

Consultation

 Deployment of business execution system
* Consultations and resolutions on climate
change, both in terms of opportunities

lity Promotion Committee [SsSaA

Climate Change Response Promotion 8 Consideration, consultation, and
Project Team response to strategies and
g a measures related to climate change
Steering Committee

Carbon Neutrality Planning
and Management
Department

GEQUENERTSENIRAEICH | mplementation of risk
management related to

Departments dimate change

Respective Businesses of SuMi TRUST Bank
Sumitomo Mitsui Trust Asset Management Co., Ltd.
Nikko Asset Management Co., Ltd.

Other Group Companies

In October 2021, we announced our Carbon Neutral Commitment to address social challenges such as the reduction of globally

accelerated growth of greenhouse gas emission.

SuMi TRUST Group Carbon Neutral Commitment

(1) Contribute to achieving carbon neutrality in society by leveraging a trust bank group’s wide-ranging and flexible functions

(2) Target net-zero greenhouse gas emissions in investment and loan portfolios by 2050

To achieve net-zero emissions by 2050, a milestone target for 2030 will be formulated in FY2022 in line with the framework of the NZBA*

(3) Achieve net-zero greenhouse gas emissions in SuMi TRUST Group by 2030

* Net Zero Banking Alliance: A banking industry alliance established by UNEPFI (United Nations Environment Programme Finance Initiative) that aims to achieve net-zero green-

house gas emissions from investment and loan portfolios by 2050

Membership in NZBA and NZAMI

NZBA (Net-Zero Banking Alliance) is a UN-led initiative
that aims to achieve net-zero greenhouse gas emissions from
investment and loan portfolios by 2050. The Group became a
member in October 2021. Furthermore, Sumitomo Mitsui Trust
Asset Management Co., Ltd. and Nikko Asset Management
Co., Ltd. joined the Net Zero Asset Managers initiative
(NZAMI) in July 2021 and November 2021, respectively, and
have initiated activities with the goal of achieving net zero in
their investment portfolios by 2050.

Establishment of Climate Change Response Promotion
Project Team

The Group has established the Climate Change Response
Promotion Project Team as a cross-groups structure to study
and promote measures to achieve the aims of the Carbon
Neutral Commitment. In addition to personnel from the corpo-
rate management department of each company among SuMi
TRUST Holdings, the project team includes members from
each of business divisions, the Europe, Middle East and Africa
Division, and the Americas Division of SuMi TRUST Bank, as well
as Sumitomo Mitsui Trust Asset Management Co., Ltd., Nikko
Asset Management Co., Ltd., and Trust Base.

The project team promotes the various initiatives set forth in
the Carbon Neutral Commitment and reports regularly to the
Executive Committee and the Board of Directors on the status
of its activities.

Strategy (Climate Change Business Opportunities)

The Group understands the issues faced by its business partners and is providing products and services that contribute to solv-

ing them, with the aim of realizing a net-zero society.

B Major initiatives of SuMi TRUST Bank

I . Referen
Initiative Overview ererence
page
Positive Impact Finance (PIF) Financing contingent on a commitment to the goals concerning the economic, social, P42
and environmental impact caused by the company’s activities
Impact evaluation support and the activities ~ Establishment of a team of decarbonization-related engineers and others to support P73
of the Technology-Based Finance Team the practical implementation of technology from a financial perspective
Impact Equity Plan to supply a total of ¥2.5 trillion of own funds and institutional funds in equity for P42
renewable energy and next-generation technologies
Transition Finance Financing to support corporate initiatives in line with long-term strategies for the P41
transition to a low-carbon society
Renewable Energy Finance Financing for large-scale projects such as wind and solar power generation projects, P41
as well as establishment and operation of renewable energy funds
Climate Solutions Provision of advisory services for scenario analysis based on TCFD recommendations, P41
and others, and solutions combining our businesses
Sustainable Management Support Consultancy work to create a loop of “information disclosure,” “engagement,” P41
Consulting and “integration into management,” which are the key elements of sustainable
management
Support for Real Estate ESG Initiatives Problem-solving support related to real estate ESG, such as improvement and P43

visualization of the environmental performance of real estate, and the support for
maintenance and preservation/longevity of buildings

B Examples of initiatives at Sumitomo Mitsui Trust Asset Management Co., Ltd.

Engagement and exercise of voting rights

® Sumitomo Mitsui Trust Asset Management Co., Ltd.’s stand-alone engagement with
investee companies

¢ Collaborative engagement through PRI, CA100+, etc.

Collaboration with stakeholders

* Engagement with government agencies and industry bodies
e Collaboration with NGOs such as Ceres

e Advocacy activities of policies through Investor Agenda, etc.

Investment strategy

o Reflection of climate change factors according to the style of each fund

e Consideration of climate change factors in investment decisions of each security

B Examples of initiatives at Nikko Asset Management Co., Ltd.

Management of milestones of engagement

® Progress management of engagement tackled together by the Equity Investment Department

as one in accordance with the PDCA cycle for investee companies whose engagement policies

can be set in advance

Integration of CSV* evaluation into the
investment process

e Analysis of the relationship between CSV valuation including ESG factors and stock price valu-

ation. Creation of an operational process that takes CSV stock price (fair stock price) calculated
based on the CSV valuation into account, and application of it to all operational strategies

Climate change-related products

e Establishment of Global Hydrogen Equity Fund and China Decarbonization Innovation Equity

Fund in FY2021

* CSV: Creating Shared Value, proposed by Professor Michael Porter of Harvard University in 2011
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Sustainability

Strategy (Climate Change Related Risks)

Climate Change Related Risks

Transition risk refers to the cost of adapting to changes in
legal systems and social demands during the transition to a
decarbonized society, as well as the risk that existing businesses
will be unable to continue to operate if they are unable to
respond to these changes.

The physical risk is the risk that the Group’s assets and parties
to which we invest or loan will suffer loss due to the increase in
natural disasters and others resulting from climate change.

Our policy is to identify and assess these risks related to
climate change based on the framework shown in the table
on the right, and then use this assessment to implement risk

management.

Way of thinking about Difficulty in reducing GHG emissions

transition risk High Low
Magnitude of large  Large transition risk
GHG emissions Small Small transition risk

Way of thinking about Difficulty in securing alternative ways at disaster

physical risk High Low

Magnitude of large  Large physical risk

directimpact

Small Small physical risk

Analysis of Climate Change Scenario
The analysis policy of climate change scenario of SuMi

TRUST Bank is to analyze the possible impacts of the transition

M Scenario analysis initiatives to date at SuMi TRUST Bank

risks and physical risks, gradually expand the scope, sophisti-
cate our analysis and identify climate change risks, based on

which formulate strategies and conduct risk management.

Risk type Sector Scenario and analysis period

Main analysis results

Transition risk  Electric power IEA STEPS, SDS, 2050

sector

If a power company does not invest in renewable energy power genera-
tion, its credit rating will deteriorate by two to three notches on average

Physical risk Mortgage loans IPCC RCP2.6, 8.6, 2100

Credit costs increase by ¥7 billion compared to 2019

Transition risk ~ Marine transport ~ NGFS Orderly, Disorderly,
sector Hot House World, 2050

Recognizing that financial impacts will vary greatly depending on the
assumed scenario such as each country’s national policy of subsidies, cost
increase due to the shift to alternative fuels, carbon price shifting, and
changes in market share, and the company’s course of action. Exchanged
opinions with business partners in the shipping industry based on the results

e Scenario analysis of SuMi TRUST Bank’s real estate financing

Method of analysis
Based on the Jupiter's ClimateScore Global (CSG), we

analyzed 207 properties receiving real estate financing in
Japan to estimate the direct damage from river floods that
are expected to occur once every 100, 200, and 500 years and
the financial impact of the decline in rental income due to the
suspension of operations. We then estimated the deterioration
of LTV (Loan to Value: ratio of the loan balance to the value of
the collateral) and DSCR (Debt Service Coverage Ratio: ratio
of the net cash flow of the property to the loan repayment

amount) by the methods indicated below.

Results of analysis

<Estimated impact of the maximum possible damage to credit rating>

We set 5% as the minimum deterioration (rise) of the LTV
level expected to impact the credit rating. The analysis found
that the impact was limited to two properties in the case of
possible once every 100-years flood, and three properties in

the case of possible once every 500-years flood.

Challenges for sophistication

This analysis did not result in an explicit estimate of the
future increase in risk due to climate change, however, we are
also considering analyses that incorporate the increase in the

frequency of disasters due to global warming in the future.

For properties in central Tokyo, where real estate financing
exposure is concentrated, in addition to the direct damage to
the property caused by a large-scale flood, we cannot deny
the possibility that the demand for and supply of real estate

could be adversely affected by, for example, damage to

M Distribution of inundation depths of affected properties by region

and frequency of occurrence

(Unit: case)

<45cm  45-50cm 50cm-1m  1-2m 2-3m > 3m Total

Property location

100 500 100 500 100 500 100 500 100 500 100 500 100 500

years years years years years years years years years years years years years years

5 wards in central 5 0 0 0 2 1 2 5 1 1 0o o 7

Tokyo
Other 23 wards 1 1 0 0 0 0 0 0 0 0 1 1 2 2
GreaterTokyo 5 5 41 5 32 5 5 2 3 5 7 19 19

Metropolitan area

Osaka metropolitan 2 0 0 0 0 0 0 2 0 0 0 0 2 2

area
Nagoya area 0 0 1 0 0 0 0 1 0 0 1 1 2 2
Other regions 1 1 1 o 1 0o 1 2 1 2 0 0 5 5
Total M1 3 2 1 5 3 8 15 4 6 7 9 37 37

Return period: Depth of inundation in the event of a flood disaster that occurs once every 100

(500) years

e Scenario analyses at Sumitomo Mitsui Trust Asset

Management Co., Ltd.

Transition path analysis

Transition path analysis evaluates how the portfolio’s cli-
mate change risk changes responding to future trends of
climate change. We analyzed the future greenhouse gas emis-
sions of our management portfolio based on three scenarios
from the International Energy Agency (IEA): the Sustainable

Development Scenario (SDS), the Stated Policies Scenario

transportation and facility infrastructures, such as the surround-
ing subway networks and underground malls. Going forward,
we recognize the need for more sophisticated analysis of the
risk of large-scale flooding in urban areas from the perspective

of the risk awareness of mid- to long-term climate change.

M Pathway : Disaster = Credit risk occurrence

Estimate depth of inundation at each q
site in the event including “once Estimate depth of
every 100 years" flood inundation

Rental income X Shutdown
(NCF) period

Buildingvalue »{  Damage rate

Estimate the property damage rate and
business shutdown period at each inunda-
tion depth using the Manual for Economic
Evaluation of Flood Control Investment
of the Ministry of Land, Infrastructure,
Transport and Tourism

Loss amount
(additional borrowing for repairs)

Deterioration of
LTV and DSCR

Loss of income

Estimate of building loss amount

Estimated impact on credit rating

(STEPS), and the Current Policies Scenario (CPS).

We confirmed from it that emissions of overall assets man-
aged by the company were likely to reach the emissions levels
allowed by the SDS in 2032. The company’s foreign assets are
relatively highly occupied by stocks and bonds of public inter-
est sectors of China and other Asian countries, and material
sectors, which is considered to affect the result. The impor-
tance to strengthen and support efforts to address climate

change issues in these regions and sectors is suggested.

B Comparison of the estimated pathway of greenhouse gas emissions of all assets managed by
Sumitomo Mitsui Trust Asset Management Co., Ltd. with budget for emissions under each climate change scenario
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— Portfolio SDS: Sustainable Development Scenario
STEPS: Stated Policies Scenario M CPS: Current Policies Scenario

2040
2041

Notes:

 Calculated on the basis of the company’s
holdings to the adjusted corporate value
for each asset

o All industries excluding fossil fuel produc-
tion industry: Scope 1+2; fossil fuel pro-
duction industry: Scope 3; power industry:
Scope 1

® SDS: Scenario published by IEA in line with
the Paris Agreement (to hold the increase
in the global average temperature to well
below 2°C above pre-industrial levels and
attempt to limit the temperature increase
to 1.5°C above pre-industrial levels)

® STEPS: Scenario published by IEA in which
the targets announced by the govern-
ments are achieved (+2.7°C at the end of
this century)

® CPS: Status quo scenario published by IEA
without any policy change (+3.2°C at the
end of this century)

2042
2043
2044
2045
2046
2047
2048
2049
2050
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Sustainability

Risk Management

Risk Management Related to Climate Change

The Group has positioned climate change as a risk driver affecting various risks including credit risk, and has developed a basic

management policy for each risk category.

Climate change-specific risk management policy Risk horizon
Credit risk Risk monitoring of greenhouse gas emissions, stranded assets, and storm and Short, medium, and
flood damage of the companies to whom we extend investments and loans long term
Market risk Risk monitoring of price decline of securities issued by investee companies Short/medium term

Operational risk  Administrative work  Continuity of outsourced work due to storm and flood damage at the contractor Short/medium term

(outsourcing)

Event risk (storm Addressing the impact of increased storm and flood damages caused by climate  Short, medium, and

and flood damages) change on our holding real estates

long term

Compliance risk

Compliance with climate change-related regulations

Short/medium term

Conduct risk Addressing any negative impact on our clients, markets, societies and other par- Short/medium term

ties caused by our actions

Integrated risk management

Addressing any negative impact on SuMi TRUST Holdings and its stakeholders Short, medium, and

caused by failed achievement of net-zero emissions long term

Selected as Top Risks

The Group conducts comprehensive risk identification on
a quarterly basis, and from among the identified critical risks,
selects "top risks” as risks that could have a significant impact
within one year and that require management attention, and
“emerging risks” as risks that could have a significant impact

in the medium to long term

Initiatives for the Equator Principles

In February 2016, SuMi TRUST Bank signed on to the
Equator Principles, international private-sector guidelines on
environmental and social considerations in project finance.
We incorporate risk management procedures based on the
Equator Principles into our project finance decision-making
process to ensure that the project sufficiently takes the natural
environment and local communities into consideration.

In fiscal year 2021 there were 19 projects to which we

applied the Equator Principles.

Initiatives for the Poseidon Principles

In March 2020, SuMi TRUST Bank became the first financial
institution in Asia to sign on to the Poseidon Principles. Each
year, financial institutions that are signatories to the Poseidon
Principles calculate and publish their degree of contribution
to efforts to reduce CO2 emission of their entire ship finance

portfolio.

M SuMi TRUST Bank'’s Portfolio Climate Alignment

As of December 31, 2020 -0.8%

Climate change-related risks were previously classified as
"emerging risks,” but due to significant changes in the public’s
perception of the importance of climate change, they have
been reclassified as “top risks” starting from the September
2021 standard.

Initiatives at Sumitomo Mitsui Trust Asset Management Co., Ltd.

Fixed point analysis

We monitor greenhouse gas emissions and others at spe-
cific points in time based on data disclosed by investee com-
panies and other information.

The targets are domestic stocks, domestic bonds, foreign
stocks, and foreign bonds, all of which are below their bench-

mark emissions.

M Greenhouse gas emissions by managed asset

(Unit: M tCOze)

Domestic Raiil 47.9

SLES Benchmark 49.6
Bemesie Portfolio

SEUEE Benchmark

Foreign Portfolio 414

SLES T Benchmark 44.3

Foreign Portfolio

SLUEE Benchmark

M Scopel+2 Scope3
0 10 20 30 40 50

* Based on Scopel1+2+3. Benchmarks are as follows:
Domestic stocks: Tokyo Stock Price Index (TOPIX)/ Domestic bonds: NOMURA-BPI
Overall (Corporate bonds only)/ Foreign stocks: MSCI-ACWI (ex Japan)/ Foreign
bonds: Bloomberg Global Overall (excluding Japan), corporate bonds only/ Calculated
on the basis of our holdings to the adjusted corporate value of each asset.

Climate Change-Related Risk Management in SuMi TRUST Bank'’s Investment and Loan Operations

e Policies for specific sectors

Based on the perspective that investments and loans that have a large negative impact on society need to be prohibited, cur-

tailed, or carefully engaged, SuMi TRUST Bank has an established "policies for specific sectors” and regularly reviews them at the

Executive Committee and others.

(1) Prohibited transactions

e Transactions that are considered immoral

e Transactions with 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 involve-
ment in the manufacturing process through lending and other
activities with cluster munitions manufacturers.

¢ Businesses that negatively impact wetlands designated under the
Ramsar Convention

 Businesses that negatively impact UNESCO World Heritage Sites

¢ Businesses that contravene the Washington Convention

® Businesses that use child labor or forced labor

(2) Transactions warranting special attention
Cross-sector transactions
® Businesses that negatively impact indigenous communities
¢ Businesses that negatively impact high conservation value areas

¢ Businesses involved in the expropriation of land leading to the
forced removal of residents

Sector-specific transactions

e 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 destruc-
tion such as nuclear weapons, chemical weapons, biological
weapons, or for manufacturing inhumane weapons such as an-
tipersonnel landmines.

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

*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 certi-
fied 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 con-
venience and rising preference for wholesome foods, environ-
mentally destructive developments are the main causes for
the devastation of tropical rainforests and the decline in biodi-
versity. 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
into account whether or not there are existing problems with
original inhabitants and local communities.

*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

e Coal mining

The extraction of coal from the ground has the risk of negatively
impacting the environment and society, mainly owing to the im-
pact that hazardous waste from coal mines has on the ecosystem,
the deaths of workers as a result of cave-ins, and violations of
human rights. And also given the likelihood that coal mining con-
tributes to higher greenhouse gas emissions, which in turn is driv-
ing climate change, our basic policy is not to provide financing
for any new coal extraction projects (general coal) or coal mining
businesses that use the mountaintop removal method.

Oil and gas

Oil and gas exploration projects carry the risk of negatively im-
pacting ecosystems, biodiversity, the living conditions of resi-
dents, and the natural environment. We carefully engage with
such businesses after taking into full account environmental im-
pacts and the existence of any problems involving indigenous
peoples and local communities. We adopt a particularly cautious
approach to oil sands extraction, shale oil and gas projects, ex-
ploration of minerals in the Arctic Circle, and pipeline laying.

Hydroelectric power generation

Large-scale hydroelectric power generation carries the risk of
negatively impacting ecosystems, biodiversity, the living con-
ditions of residents, and the natural environment. We carefully
engage with such businesses after taking into full account en-
vironmental impacts and the existence of any problems involv-
ing indigenous peoples and local communities. We adopt a
particularly cautious approach to large-scale hydroelectric power
generation projects (output of at least 25MW) that involve the
construction of dams.

Large-scale plantations

Plantation development carries the risk of deforestation, viola-
tions of human rights, and negatively impacting ecosystems,
biodiversity, the living conditions of residents, and the natural
environment. We carefully engage with such businesses after tak-
ing into full account environmental impacts and the existence of
any problems involving indigenous peoples and local communi-
ties. We adopt a particularly cautious approach to projects that
involve developments in forests and peatlands.

(3) Review of Sector Policies

SuMi TRUST Bank regularly reviews the suitability of established
sector policies and the status of how transactions are being ad-
dressed at Sustainability Promotion Committee in our Executive
Committee, etc., to reconsider the policies as well as make im-
provements to our operations as necessary.

(4

Education and Training

As a member of a responsible trust bank group, to ensure that SuMi
TRUST Bank’s directors and employees deepen their understanding
of ways to reduce environmental impact, policies for human rights,
and sector policies, the Bank continually conducts educational train-
ing. The company also spares no effort to ensure that directors and
employees comply with all relevant regulations and procedures.

(5) Communication with Stakeholders

SuMi TRUST Bank continues to engage in dialogues and collabo-
rations with various stakeholders on themes that are relevant to
the sector policies that it has established. The Bank trusts that dia-
logues and collaborations with these stakeholders will prove useful
when considering reviews to improve the sector policies to stay in
line with the changing social environment and to continue improv-
ing their effectiveness.
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Indexes and Goals

Actions to Reduce GHG Emissions in the Investment and
Loan Portfolio

In accordance with the framework of the Net-Zero Banking
Alliance (NZBA), the Group plans to set interim targets for
reducing GHG emissions by 2030 for at least one of the nine
NZBA-designated sectors* and disclose them during FY2022.
These interim targets are to be set in line with the Paris
Agreement’s goal of limiting temperature increase, using

B NZBA's Roadmap for Target Setting and Emissions Disclosure

widely accepted science-based decarbonization scenarios.

Subsequently, we will disclose specific reduction plans
toward net-zero GHG emissions in the sectors concerned,
and then set interim targets and disclose specific reduction
plans for all nine NZBA-designated sectors.

* Electricity, oil and gas, coal, steel, transportation, cement, aluminum, real estate, and

agriculture

Join NZBA 18 months after 30 months after | 36 months after 48 months after
joining NZBA joining NZBA joining NZBA joining NZBA
October 2021 April 2022 October 2022 April 2023 October 2023 April 2024 October 2024 April 2025 October 2025
N Set specific Set interim Set specific

Disclosure deadline set ; Zetiintsrtlrr: GIHGf . reduction plans || GHG reduction reduction plans
by NZBA guidelines eduction tergets 1o for high-priority targets for 9 for 9 NZBA

high-priority sectors
sectors NZBA sectors sectors

l Scheduled to be
earlier (around
December)

Our disclosure
schedule

Calculation and
monitoring of
GHG emissions

Interim Targets for Reducing GHG Emissions for
Management Portfolio at Group Asset Managers

Sumitomo Mitsui Trust Asset Management Co., Ltd.(SMTAM)
has set an interim target of 2030 for greenhouse gas emissions
from managing assets in accordance with NZAMI (Net Zero
Asset Managers initiatives) framework. It will target 50% (approxi-
mately ¥43 trillion) of the assets under management (approxi-
mately ¥85 trillion as of June 30, 2021), and reduce their carbon
footprint (greenhouse gas emissions per unit) by 50% compared
to 2019. The company aims to achieve net-zero greenhouse gas
emissions of the companies in which it invests through methods
such as engagement with the companies, exercise of voting
rights, collaboration with stakeholders such as asset owners and
government agencies, sophistication of investing and financing
strategies, and provision of investment opportunities (products)
to its clients.

Nikko Asset Management Co., Ltd. plans to set an interim
target of 2030 for greenhouse gas emissions of managing assets
by November 2022, one year after joining NZAMI, in accordance
with the NZAMI framework.

"4 "4 " 4

Aim for sequential disclosure regardless of
disclosure deadlines set by NZBA

Improve GHG emissions calculations sequentially
(improve quality/expand calculation scope)

Initiatives in the Asset Management Area—Addressing
NZAMI

B Sumitomo Mitsui Trust Asset Management Co., Ltd.

Disclosure of Target 50% of its approximately ¥85 trillion

interim target of managing assets and reduce their car-
bon footprint (greenhouse gas emissions per
unit) by 50% compared to 2019

Participation in  Appointed in March 2022 as an Asian rep-

management resentative member of the Advisory Group,
which consists of six signatory institutions;
Participate in the management of the entire
NZAMI

B Nikko Asset Management Co., Ltd.

Disclosure of

b ) Schedule to announce in November 2022
interim target

Net Zero Target of In-house GHG Emissions

Regarding its own GHG emissions, the Group has
announced in its Carbon Neutral Commitment mentioned
previously that it aims to achieve net zero GHG emissions by
2030. SuMi TRUST Bank’s offices in Japan are aiming to lead
the way in achieving net zero. As of the end of May 2022,
they have cut electricity usage by approximately 60%, and
their goal is to achieve net zero within FY2022.

Long-Term Goals for Sustainable Finance

SuMi TRUST Bank had set a long-term target for sustain-
able finance of accumulated ¥5.0 trillion over the 10-year
period from FY2021 through FY2030, including ¥3.0 trillion
in environment-related fields. However, in response to the
growing need for funding related to sustainable finance, the
environment, and climate change, which is accelerating every
year, the target was expanded this fiscal year to ¥10.0 trillion,
including ¥2.5 trillion by impact equity.

Long-term goals for ¥10.0 trillion
(performance as of

(Executed amount in total during March 31, 2022:
FY2021-FY2030) ¥0.83 trillion)

sustainable finance

Initiatives of Each Employee

CLEAN WATER CUMATE
AND SANITATION ACTION

The Group is committed to initiatives related to the environment and biodiversity,
including the disclosure of information on initiatives for natural capital and the formula-

tion of “SuMi TRUST Group Zero Plastic Waste Declaration”, which aims to eliminate

plastic discarded without being recycled by 2030.

In FY2021, each branch office of SuMi TRUST Bank held a lobby exhibition to edu-
cate employees and actively raise community awareness about “natural capital” and
“the problem of marine plastic garbage” under the slogan of “Think Globally, Act EJ SuMi TRUST
Locally.” In addition, from October 2021 to January 2022, the “"With You Eco Festival,”

Status of Exposure of Carbon-Related Assets

Monitoring of “exposure of carbon-related assets*” is
recommended as one of the indicators for understanding cli-
mate change risks according to the TCFD recommendations.

* TCFD defines loans to the “energy” and “utilities” sectors in GICS (Global Industry
Classification Standard), excluding independent businesses of water utilities and
renewable energy, as “exposure to carbon-related assets”. The calculation range is the
combined total of such loans of SuMi TRUST Bank and SuMi TRUST Bank (Thai).

M Exposure to Carbon-Related Assets in the Business Year Ending
March, 2022

Loan balance

(trillion yen) Rl
Energy (oil, gas, etc.) 0.4 1.3%
Utilities (power, etc.) 1.2 41%
Total carbon-related assets 1.6* 5.4%*

* The ratio of the total exposure to carbon-related assets to the total loan balance is
5.4%, 0.4 point increase compared to March 31, 2021. The main reason is that, while the
yen-converted loan balance of loans in foreign currency in the target sectors increased
by weakening the yen, SuMi TRUST Bank's corporate loan balance is declining due to
the faded out demand for COVID-19 related credit.
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“Zero Plastic Waste Declaration” poster

to develop new "eco”-themed activities, was held in time with the announcement of

the “"Carbon Neutral Commitment for SuMi TRUST Group”, which aims to achieve
net zero emissions by 2050. This project is designed to raise each employee’s interest
in "eco”-related social issues and “visualize” the results of activities. Concrete results
such as decarbonizing and power saving, food loss and plastic waste problems, and
various recycling activities were posted with the title of “Eco Festival” on the "With
You" blog of branch offices. We achieved 5,545 kg of COz2 reduction (equivalent to the about blogs on
CO2 absorbed by approximately 400 cedar trees) in 3 months of stimulant period.

With Yeu
IO

Click here for details

“Eco Festival.”

(Japanese text only)
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Sustainability

B Natural Capital (Biodiversity Issues)

The global environment is the foundation vital for all living creatures. With the blessings of the sun, it comprises of natural capital,

such as water, air, soil, as well as marine and terrestrial fauna and flora nurtured there. Humans also depend on natural capital and

have utilized it to build social systems and develop the economy. In this process, however, humans have also caused significant

consequences.

Natural capital is not inexhaustible. Supplies may be exhausted sooner or later unless we appropriately grasp and manage our

dependence and impacts on natural capital. This is closely interlinked with humans' day-to-day activities. For this reason, all SDGs

are connected with natural capital. Primarily from the perspective of corporate activities, the Group focuses on natural capital in

Japan, where we lay our business foundation, as well as natural capital outside Japan, where we highly rely on procurement of raw

materials and parts. We have selected goals that contribute to proper dependence on and management of such natural capital.

Major Initiatives in the Group's Business to Date

2000 SuMi TRUST Bank is entrusted with “the Keidanren Nature
Conservation Fund,” a charitable trust, by the Nippon
Keidanren Committee on Nature Conservation

2008 = SuMi TRUST Holdings signs the Leadership Declaration of
the Business and Biodiversity Initiative

= SuMi TRUST Holdings establishes the Basic Policy for

Addressing Biodiversity Issues (currently Action Guidelines

for Preserving Biodiversity)

= SuMi TRUST Bank translates the interim report of the
Economics of Ecosystems and Biodiversity (TEEB)

2010 SuMi TRUST Asset Management Co., Ltd. develops
Ikimonogatari, a Japanese equity investment trust specializing
in biodiversity

2012 SuMi TRUST Holdings signs the Natural Capital Declaration
(currently the Natural Capital Finance Alliance) proposed by
UNEP FI at the United Nations Conference on Sustainable
Development (Rio+20)

2013 = SuMi TRUST Bank develops environmental rating loans with
evaluation of natural capital preservation

= SuMi TRUST Bank forms the Natural Capital Study Group

2016 SuMi TRUST Bank signs the Equator Principles

2018 SuMi TRUST Asset Management Co., Ltd. joins Farm Animal
Investment Risk & Return (FAIRR), an organization engaging
primarily in the fisheries and livestock industries

2019  SuMi TRUST Bank develops Positive Impact Finance (PIF)

2020 = SuMi TRUST Bank establishes financing policies for specific
sectors
= SuMi TRUST Bank is entrusted with a forestry trust by individ-
ual owners of forests in the Nishiawakura Village of Okayama
Prefecture

2021  SuMi TRUST Asset Management Co., Ltd. participates in the
Task force on Nature-related Financial Disclosures (TNFD)
forum

* Each organization is addressing the issue at present.

Natural Capital Finance Alliance
(Formerly the Natural Capital Declaration)

SuMi TRUST Holdings became a signatory to the “Natural
Capital Declaration (NCD) " proposed by the United Nations
Environment - Finance Initiative (UNEP Fl) at the “United
Nations Conference on Sustainable Development (Rio+20)"
held in Rio de Janeiro in June 2012. SuMi TRUST Holdings is
the only financial institution in Japan that was a signatory to it

from the beginning. NCD has been

developmentally reorganized into .
Natural Capital
Finance Alliance

Fiamece secior leadership on nssursl cagitsl

the Natural Capital Finance Alliance

to the expand its initiatives.

Status of Our Initiatives against the Leadership
Declaration of the Business and Biodiversity Initiative

At the ninth meeting of the Conference of the Parties (COP
9) to the Convention on Biological Diversity held in May 2008
in Germany, SuMi TRUST Holdings signed the Leadership
Commitment supporting the “Business and Biodiversity
Initiative” led by the German govern-
ment. Since then, we have continued BIC DIVERSITY

fforts using this declarati INGO®D
our etrorts usmg IS declaration as a C.MPANY

USSR AND RIOSATRSITY IKITATIVE

guideline for our activities.

Initiatives through Investments and Loans
Environmental Rating Loans with Evaluation of Natural
Capital Preservation

The sustainable use of natural capital as resources is vital for
a company to continue its business. There is a growing aware-
ness that natural capital-related procurement risk management
across the global supply chain is an indispensable part of man-
agement strategy. In April 2013, SuMi TRUST Bank launched
its Environmental Rating Loans with Evaluation of Natural
Capital Preservation, which embed the concept of evaluat-
ing impacts on natural capital and a company’s initiatives into

the environmental-rating evaluation process that assesses its

environmental measures. This is the world’s first attempt to
incorporate natural capital evaluation into loan criteria, and
the Bank’s efforts have been cited in the white paper on envi-
ronment of the Japanese government and a report of the

European Commission as an example of leading-edge practice.

Positive Impact Finance (PIF)

Many companies have above the standard level of impacts
on natural capital not only through their own activities but
also through their supply chain. SuMi TRUST Bank’s Positive
Impact Finance (PIF) (for details, see page 42) supports a cli-
ent’s initiatives by comprehensively analyzing these impacts,
setting and monitoring targeting KPIs for reducing negative
impacts and increasing positive impacts, and maintaining an
ongoing dialogue with the client. For example, in PIF pro-
vided to a forestry company, we set its certified forest area in

Japan and overseas and its sustainable percentage of timber

handled and others as KPls, and are supporting its sustainable

forestry management.

Initiatives as an Investor

Sumitomo Mitsui Trust Asset Management Co., Ltd. has
selected "natural capital and resource conservation” as one
of its 12 ESG themes for top-down engagement. It has con-
ducted engagement activities related to palm oil production,
as well as engagement activities and recommendations for
government to the Brazilian and Indonesian governments
regarding rainforest conservation. It is also participating
in the “Task Force on Nature-related Financial Disclosure
(TNFD)", which was officially launched in June 2021, but
started as an informal working group in the previous year (it
was the only Japanese participating company while TNFD
was a working group), and is contributing to the develop-

ment of the framework.

Forestry Trust Business

SuMi TRUST Bank developed a forestry trust scheme to
solve social problems in Japan's forests and forestry indus-
try, and in August 2020, was entrusted to manage a forest
in Okayama Prefecture’s Nishiawakura Village as the first
commercial trust in Japan.

SuMi TRUST Bank will entrust management activities to
forestry entities on behalf of the owner, manage revenues,
and distributes dividends from earnings. By handling multi-
ple forests, the forestry entities can streamline forestry man-
agement and prevent inheritance-related problems such as
subdivision of land ownership and omissions of registration.

The latest laser sensing-based forest surveying technol-

ﬁ% Trust bank

Investment Outsourcing
return

28 B

Trustor and beneficiary

Owner Forestry entity

Ownership Earnings

ogy was utilized to identify the data of individual trees,
which are entrusted assets. By combining the “"power of
trust” to manage assets with the latest digital technol-
ogy, we have been able to create new value of “forestry
trusts” and “let prosperous future for our clients and
society bloom.”

Currently, in addition to considering to accept the sec-
ond forestry trust, we are pursuing initiatives to match up
forest buyers and sellers, revitalize the forest-derived CO2
offset/credit market, and build a smart forestry-based sup-

ply chain with the goal of increasing the value of Japan’s

forests and forestry industry together with stakeholders.

Smart precision forestry using ICT

3D model Navigation of
Thinning trees

Harvester with loT

Reference: Professor Masato Kato, Faculty of Agriculture, Shinshu University, “Transformation of Forestry
into a Growth Industry and Smart Precision Forestry using ICT", Shinshu University NOW (PR
magazine published by Shinshu University), Vol. 111, Section 8

'ou| ‘sBUIP|OH 1SNJ| INSIIA OWOWNG

[
w

1ioday peieibsiul zz0z



DUl ‘sBUIP|OH 3SNJ] INSIIA OWOMWNG

co

1loday peieibaiu| zz0z

Sustainability

n Delivel‘ing Va I ue tO Communities * For details, please refer to the Sustainability Report 2021/2022 pages 161-197.

Delivering value to communities is a means for the 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 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.

UWC ISAK Supporting a school that unearths and nurtures “changemakers” from disadvantaged backgrounds

Initiative Generating value (particularly emphasizing SDGs) KPI
Every year since 2013, the Group has paid for the travel expenses | © Unearth talented students from disadvan- The career of students
and tuition fees of one scholarship student attending the sum- taged backgrounds so they might become % after graduating (trace
mer school program of United World College ISAK Japan (Lin “changemakers” who change the world the career paths of
Kobayashi, School Founder and Chair of the Board), a school that | ® Encourage graduates who have launched supported scholarship
incorporates the idea of nurturing “changemakers” into its educa- into the world to address poverty issues in students, as much as
tional philosophy. (cancelled in fiscal year 2020) the regions they hail from possible)

Support for United World College ISAK that is empowering changemakers

The boarding campus in Karuizawa is home to approximately 200 high school students from approximately 70 countries around the world. Of
these, 70% are international students, who deepen learning at school, respecting their different backgrounds not only in terms of nationality, but
also in terms of values, beliefs, and culture. Many of the students who participate in the summer school, where they can experience the school’s
education, are from developing countries and economically impoverished backgrounds. The Group has supported one scholarship student
each year. This initiative is introduced in lobby displays at branch offices throughout Japan.

2013 2014 2017 2018

4

n Vietnam s 'Ndia s |Ndia I“I Mexico s |Ndia i 'Ndia i |Ndia Australia Vietnam
Hong Lien Thulasi Priya Thanuja Eduardo Prashanth Prathana Hemant Niko Khanh
Ngyuen Ramesh Ramesh Bautista Babu Himalachi Sharma Carter Chi Luu

ESD (Education for Sustainable Development) Project A program to nurture the children who will lead the next generation

Initiative Generating value (particularly emphasizing SDGs) KPI

The Group collaborates with TREE INC. (Masahiro Mizuno, | e Archiving classes and others including Accumulation of

Representative Director) to provide original programs at schools videos about making of classes social value generat-
throughout Japan with the use of visual aids and ICT (during | e Providing awareness by making local SDG ed by each program
FY2012- FY2021, 18 sessions of the program were held). In recent issues themes ;“::"% (recorded videos pro-
years, new initiatives such as education for teaching staff and | ¢ Developing innovative ESD methods uti- vided to schools, new
online classes have also been introduced, using the SDGs as a lizing ICT, etc. method trials, etc.)

starting point.

Click here to see the promo-

Educating people who understand nature’s value

@ . e . tional video celebrating the
In order to create a “sustainable society”, it is important to incorporate eco-

nomic and social perspectives within an environmental perspective and to work l:::;ngsv;r
toward building a society with harmonious coexistence of people and nature and projects.
developing human resources. However, it is difficult to realize a truly sustainable (Japanese
society by simply “protecting lands verging on a crisis” that we are currently fac- text only)

ing. SuMi TRUST Bank therefore advocates the forward-looking idea of “educating

people who understand nature’s value” to achieve the goal, and we offer ESD proj-

ects that provide original lessons throughout Japan. In the natural environment, at

school and at home, our programs provide an opportunity for children, who will

lead the next generation, to learn natural capital and ecosystem services and to

share their wisdom in creating the future by finding out conservation activities of Orlline icadher
local National Trust lands and rare ecosystems, and SDGs initiatives. student dialogue





