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Corporate Governance

.

SuMi TRUST Group is proceeding to bolster its corporate governance structure in line with its busi-

ness model. In addition to the statutory committees of a company with Three Committees, we have

also established a Risk Committee and Conflicts of Interest Committee, both of which function as

advisory bodies to the Board of Directors. We also strive to enhance management transparency by

appointing an external director as chairman of the Board of Directors.

Basic Approach

In order to implement sound management based on a
high degree of self-discipline guided by our fiduciary spirit
and to gain the unwavering trust of society, we are commit-
ted to enhancing corporate governance along the lines of the
following basic philosophy with the objective of improving
the Group's sustainable growth and medium- to long-term
corporate value. Having defined the Group's reason for exis-
tence (purpose) and identified issues of materiality, we also

recognize that taking on the mission of solving social issues
presents us with growth opportunities, which is why we have
placed at the core of our management approach the notion
that we must balance the creation of both social and economic
value. As a foundation for every activity to be shared by all
directors, officers, and employees of SuMi TRUST Group, the
Board of Directors has established management principles
(mission), an ideal model (vision), and codes of conduct (value).

Basic Philosophy

* SuMi TRUST Holdings shall respect shareholder rights, and endeavor
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, em-
ployees, business partners, and local communities, and to establish
a corporate culture and climate in which it conducts sound business
operations based on a high degree of self-discipline.

* In order to establish a basis for constructive dialogue with its stake-
holders, SuMi TRUST Holdings shall separately articulate its Dis-

Bl Our Views on Corporate Governance

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,

closure Policy, and endeavor to appropriately disclose corporate
information, including non-financial information, and ensure the
transparency of its corporate management.

e As the financial holding company that assumes the corporate manage-
ment function of SuMi TRUST Group, SuMi TRUST Holdings adopted
the institutional design of a “company with Three Committees,” and,
by separating the execution and supervision of business, shall endeav-
or 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.

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.

Board of Directors

(1) Roles of the Board of Directors

The Board of Directors ensures the fairness and transpar-
ency of SuMi TRUST Group's corporate management as its
central role, by setting out the basic management policy of
SuMi TRUST Group and supervising the overall management
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 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 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 SuMi TRUST Group, and promotes
the practice of fiduciary duties in SuMi TRUST Group by
supervising each Group company’s commitment to its fidu-
ciary 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 indepen-
dent external directors. The Board of Directors establishes and
discloses Independence Standards of Independent Directors.

When deciding on director candidates, we nominate those
that have considerable insight and extensive knowledge of
corporate management, financial accounting, legal affairs,
risk management, and compliance to address the Company'’s
priority issues (materiality), as well as an understanding of
skills, sustainability, and so-called creative fields, such as IT
and digital technology, unique to the trust business that can

encourage the creation of new value. We endeavor to ensure
that the makeup of the Board is suitable for appropriately
overseeing the broad range of a trust bank group services,
that each member can offer their astute opinions and advice,
and that it is well balanced in terms of diversity.

* See page 16 for more details about materiality.
* See pages 96-97 for the expertise and experience of directors.

B Composition of the Board of Directors

Increase one female director in FY2021.

External directors (7 directors) Internal directors (8 directors)

‘ Percentage of external directors ‘ 47% ‘

Non-executive directors (11 directors) Exe(c:tc;\il;gtlgfsc)tors

‘ Percentage of non-executive directors ‘ 73% ‘

B All seven external directors have been registered as independent officers with the rel-
evant securities exchange.
B Of the 15 directors, 13 are male and two are female (shown in orange above).

W 16 Board of Directors meetings were convened during the period July 1, 2021 through
June 30, 2022. There were only two occasions on which one director was absent.

(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 governance,
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 strengthen
the supervisory function of the Board of Directors.

At the external directors’ meetings held in FY2021, taking the
results of the Evaluation of the Board of Directors and other fac-
tors into account, the external directors discussed, among other
matters, operational improvements and topics for future discus-
sion at the Board of Directors meeting, and then offered recom-
mendations to the executive.

* Voluntary meetings organized by the external directors and not prescribed in any
of the Company’s regulations.
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Bl Deliberations by the Board of Directors

(1) Board deliberations and main topics of discussion

The deliberations of the Board of Directors are based on an
annual schedule formulated with reference to the Evaluation of
the Board of Directors conducted every year. Accordingly, the
topics discussed reflect changes in the internal and external
operating environments.

In FY2021, the Board engaged in discussions about key top-
ics from both offensive and defensive points of view with the
aim of increasing corporate value and the amount of time it
spent deliberating issues related to management strategies
and monitoring, such as medium- to long-term management
M Board deliberations FY2021
FY2020

9%
41%

x.

M Management strategies and
monitoring

M Governance
v Risk management
18% I Finance
Relationships with stakeholders

(2) Discussions of management themes

With a view to determining the Group's basic management
policy and medium- to long-term strategies, the Board of
Directors selects and deliberates on management material-
ity issues and other management themes from a medium- to
long-term point of view. The external directors of SuMi TRUST
Bank also participate in deliberations on management themes
as Board meeting observers, not for the purpose of reaching
conclusions, but to enhance Board deliberations with their
viewpoints and opinions through free and open discussion.

This fiscal year, the focus of discussions was on the Group's
business portfolio. Through dialogue between the Board and

issues and strategies, increased from last year. Even though
the Board discussions regarding risk management and gov-
ernance topics decreased compared to last year, it continued
to deliberate on the visualization of administrative processes
and the development of risk maps in order to improve service
quality, the source of a trust bank group’s strength. It also con-
tinued to discuss ways to further enhance the effectiveness of
the internal control system and governance on a Group-wide
basis. As such, the time spent discussing these topics was
roughly the same as in FY2019 (23% for risk management and
15% for governance in FY2019).

M Main topics discussed by the Board in FY2021

Subject Topics

Management  Materiality management

strategies and o Business portfolio analysis and allocation of management resources
monitoring © Integrated framework for financial and non-financial information

 Enhancement of succession plans
Governance * Enhancement of group governance
© Monitoring of strategic shareholdings

© Penetration and observance of risk culture and compliance awareness
Risk management e Cybersecurity and enhancement of risk management structure
© Measures aimed at improving service quality

o Capital policy (including financial and non-financial) and shareholder

Finance .
returns policy

o Sustainability and climate change policies
o Stepped-up engagements and measures for achieving well-being
o Strategies for promoting fiduciary duties and customer satisfaction

Relationships with
stakeholders

business execution departments, the circumstances surround-
ing the Group's business portfolio were discussed by putting
the state of the financial industry into perspective and exam-
ining the Group's positioning in light of the market structure
and competitive environment, the perspectives of non-finan-
cial resources, including the power of trusts, and the highly
uncertain operating environment, including digitalization and
increasingly complex social issues. These kinds of discussions
mean we can identify strategic areas of focus by formulating
an outlook for our business portfolio over the medium-to-long
term to generate value for stakeholders by balancing the cre-
ation of both social and economic value.

H Results of the FY2021 Evaluation of the Board of Directors

Every year we conduct an evaluation of the Board of Directors in an effort to enhance its effectiveness by considering and adopt-

ing measures aimed at improving issues identified in the evaluation and by implementing the PDCA cycle.

(1) Summary and key points of FY2021 evaluation
In the fiscal 2021 Evaluation of the Board of Directors, ques-

tionnaires and interviews were carried out. We then evaluated

the effectiveness of the Board and each committee, taking the
results of a review implemented by a third-party organization

(external consultant) into account. In fiscal 2021, questions that

seek to examine how the conduct of discussions have improved
compared to in the past, as well as questions that ask respon-
dents to identify key discussion items were added with the
objective of improving the effectiveness of the Board. Also, with
the objective of defining the role and function of the Board,
steps were taken to project a future vision by introducing new
questions that ask respondents what the future of the Board
should be like, taking developments in the external business cli-
mate, such as the mounting pressure on companies to improve
their corporate governance into account.
(2) Verification of key measures to address issues recog-
nized in FY2020 evaluation

After verifying the results of the FY2021 Evaluation of the
Board of Directors and measures hitherto adopted through
questionnaires and interviews, we confirmed that a certain
degree of improvement had been made regarding the issues
identified in FY2020 concerning the Board of Directors and
each committee, as well as the main measures taken to

address them.

I Measures to address issues recognized in FY2020 evaluation

(1) Improving discussions concerning important themes and medium- to
long-term management issues and strategies set out in the Medium-Term
Management Plan
The Board deepened its business portfolio strategy for enhancing corporate value,
stepped up discussions about business strategies pertaining to sustainability
issues, and engaged in discussions with various stakeholders in mind.

(2) Further improvement and validation of the effectiveness of the internal con-
trol system and governance on a Group-wide basis
The Board supervised and provided suggestions regarding the development of
risk maps and other measures implemented by persons executing business, and
also regarding improvements in management quality derived from the visualiza-
tion and tighter control of administrative processes. It also monitored the building
of a framework for overseeing Group affiliates and supervised efforts aimed at
improving the internal control system and governance in more detail.

(3) Enhancement of dialogue with executives regarding the Board's recognition
of issues and acceleration of responses to the issues
The Board shared its awareness of issues and furthered dialogue aimed at resolv-
ing them by improving the way it interacts with executives concerning opinions
expressed at Board meetings. It also strengthened the way it shares issues by
employing measures for improving its system of confirming what steps are being
taken by executives in response to opinions voiced at committee meetings.

Message from Chairman of the Board of Directors

~ Isao Matsushita
- == External Director
~  Chairman of the Board
& )
. of Directors

Five years have now passed since we adopted the “company with
Three Committees” governance structure and during this time the
Board steadily demonstrated its supervisory function, but in order
to further enhance its effectiveness, we have continued to eamnestly
consider what the future of the Board should look like.

In recognizing this issue, in the recent Evaluation of the Board
of Directors, alongside the conventional set of questions asked of
Board members, new questions asking what the future of the Board
should be like were introduced in order to define the role and func-
tion of the Board and improve its effectiveness in light of the mount-
ing pressure on companies to improve corporate governance, as
demonstrated by recent revisions to Japan's Corporate Governance
Code. As the Group's role as a corporation under the framework of
a habitable planet and a wholesome society continues to be rede-
fined, the responses to those questions and the discussions that
came out of the evaluation confirmed that the Board seeks to fulfill
its fiduciary duties to various stakeholders.*

Further, we also recognize that further improving Group gov-
ernance in light of the roles and functions of the boards of each
company within the Group is an outstanding issue that we intend
to squarely address going forward. As chairman of the Board of
Directors | hope to meet the expectations of stakeholders by
enriching discussions with a view to realizing sustainable and stable
growth by balancing the creation of both social and economic value.

* We define this as the “the Board of Directors of stakeholderism”

Reference: Future vision of the Board
the Board of Directors of stakeholderism

M Future vision of the Board of Directors — framework

ltem Future vision of the Board
* Realizing "Purpose”
* Fair capital allocation to stakeholders (capital agenda)

s |, Sustainability as a corporation
= Gaining the trust of all stakeholders as a fiduciary

M Important decision making (determining a basic man-
* Improving the quality of agement policy)
important decision making Purpose/materiality/value creation process
* Supervising execution of * Policy on establishing desirable stakeholder relationships
important business matter ~ © Medium- to long-term management strategies
* Basic policy on internal controls

(2) Output

* Organizational structure for enhancing quality of important decision making and monitor-
([E)EES  ing functions

* Stakeholder-oriented mindset and skills for addressing issues of materiality

M Accountability

* Business activities and value creation

* Business portfolio/capital allocation

* Internal controls

* Establishment of desirable stakeholder relationships

© Autonomous management

(4)input 8 Board accountability
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(3) Results of FY2021 Board evaluation and themes to
be discussed more deeply going forward

In fiscal 2021, the Board of Directors demonstrated its
supervisory function by deliberating on both offensive and
defensive strategies aimed at enhancing corporate value. For
example, it continued to discuss, in greater detail, manage-
ment strategies and internal controls, and also stepped up
its discussions of sustainability issues. The Evaluation of the
Board of Directors indicated that the Board and each commit-
tee are aware of their respective objectives and are endeavor-
ing to invigorate discussions and improve their supervisory
functions. As a result, we believe that a certain degree of effec-
tiveness is being sustained.

On the other hand, the following issues were identified as
requiring improvement by the Board and each committee. As
such, steps are being continuously taken to improve them.

(1) Enhancement of discussions towards the formulation of
the next Medium-Term Management Plan (Group manage-
ment strategy and improvements in allocation of managerial
resources in line with that strategy)

(2) Further improvements in Group administration functions by
the Board in consideration of the characteristics of other
Group companies

(3) Discussions oriented more towards various stakeholders

B 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
trust bank group, the Conlflicts of Interest Committee pos-
sesses supervisory functions unlike at any other financial group.

Every year, each committee conducts a self-evaluation in an
effort to improve its autonomous management by considering
and adopting measures aimed at improving issues identified in
the evaluation. The results of the self-evaluations are reported
to the Board of Directors in April for deliberation.

(1) Nominating Committee
(16 meetings convened from July 2021 through June 2022)

The Nominating Committee makes decisions on the
details of proposals concerning the appointment and dis-
missal of directors for submission to the General Meeting of
Shareholders and responds to enquiries from the Board of
Directors about the management team succession plan and
the appointment and dismissal of executive officers, including
the president, and then deliberates on such matters before

With a view to next fiscal year, the Board will keep the inter-
ests of various stakeholders in mind when deliberating on the
topics shown below so as to focus its discussions on important
matters of Group governance.

B Examples of topics to be discussed in the next year

Category Topics

Purpose/materiality/  Penetration of purpose
value creation process * Materiality management, etc.

Relationships with e Policy on dialogue with stakeholders
stakeholders * Basic policy on sustainability, etc.

® Group's next Medium-Term
Management strategy/ Management Plan
capital allocation * Basic policy on allocation of Group's
managerial resources, etc.

* Enhancement of governance framework
for Group management

 Risk management in accordance with a
trust bank group characteristics, etc.

Group governance/
internal controls

SuMi TRUST Holdings is committed to further improving the
effectiveness of the Board of Directors and each committee
by continuously implementing the PDCA cycle through the
Evaluation of the Board of Directors.

reporting back to the Board. It also conducts the same for the
appointment and dismissal of directors, including the presi-
dent, of SuMi TRUST Bank, and the appointment and dismissal
of directors of Sumitomo Mitsui Trust Asset Management.

(2) Compensation Committee (10 meetings)

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 (16 meetings)

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 election
and dismissal of a financial auditor, and regarding refusals to
reappoint a financial auditor that are submitted to the General
Meeting of Shareholders. In order to fulfill its role and respon-
sibilities, the Audit Committee appropriately exercises its
authority to investigate the status of business and the assets of
companies belonging to SuMi TRUST Group. It appropriately

utilizes the internal control system of SuMi TRUST Group, and
systematically and efficiently conducts audits by receiving
reports from executive officers, directors, and a financial audi-
tor, and through communications with these individuals.

(4) Risk Committee (6 meetings)

The Risk Committee receives requests for consultation from
the Board of Directors on (i) matters concerning the business
environment surrounding SuMi TRUST Group, top risks, and
materiality, and (ii) matters concerning the operation of its risk
appetite framework, risk management, and monitoring of the
effectiveness of the internal control system related to compli-
ance management of SuMi TRUST Group, and reviews and
reports on their appropriateness.

M Corporate Governance System

Supervisory body

General Meeting of Shareholders

Board of Directors
Supervision of the execution of duties of directors and executive officers

(5) Conflicts of Interest Committee (7 meetings)

The Conflicts of Interest Committee receives requests for con-
sultation from the Board of Directors on (i) matters concerning
the validity of the conflict of interest management framework
of SuMi TRUST Group, (ii) matters concerning the effectiveness
of conflict of interest management, client explanation manage-
ment, and client support management of SuMi TRUST Group,
as well as the enhancement of associated systems, (i) matters
concerning Policies regarding the Fiduciary Duties of SuMi
TRUST Group and the action plans of each Group company,
and (iv) particularly important matters concerning the dissemi-
nation of conflict of interest management and fiduciary duties in
SuMi TRUST Group and other matters, and reviews and reports
on their appropriateness.

Statutory committee

Voluntary committee

O....D@‘OOOO..O.

Nominating Committee*' Compensation Committee*’ Audit Committee*’

Election and dismissal of directors

oceeee O

*1 A majority of committee members are independent external directors

Determination of compensation for
directors and executive officers

(AL X 1 JOle

Audit of execution of duties of
directors and executive officers

000 0

Advice on risk governance

oceeo@

*2 A majority of committee members are independent external directors or external experts

: Chairman (Board of Directors)
Chairperson (each committee)

: External director

: Internal director (non-executive)

: Internal director (executive)

: Executive officer (non-director)

: External expert

: Female

Enhancement of the conflict of
interest management framework

co0e@

JeeeCe® [

Supervise

Executive body

* See page 97 for the makeup of each committee.

Executive Committee

Representative Executive Officers Executive Officers, etc.

Individual Committees

Main matters of deliberation in FY2021*"

Matters for consultation posed by the Board of Directors in FY2022*%3

Nominating o Proposed director candidates for the Company and major subsidiaries . ) . .
) ) . o Succession plans and refinement of skill matrix
Committee o Further refinement of succession plans and processes
Compensation  Compensation for directors and executives by verifying levels and structures based on com- @ Examination of executive compensation system reflecting stakeholder-
Committee parative analysis of compensation survey information oriented approach

o Key audit items, including progress on the Medium-Term Management Plan, developmentand ~ ® Monitoring of process for formulating the next Medium-Term Management
Audit Committee operation of the Group's internal control system, and management of financial reporting and Plan

disclosures

 Enhancement of Group internal control system

o Appropriateness of the Group's risk management framework
Risk Committee © Measures for fostering and instilling a risk culture

o nitiatives pertaining to risk management given the recent external environment

o Intersection of materiality management and risk management
 Enhancement of risk governance in Group management
o Strengthening and improving resilience

Conflicts of Interest

; agement concerning Group and business expansion
Committee Y Y P P

o Raising awareness about, and upholding, Group fiduciary duties

o Risk management in accordance with a trust bank group characteristics

o Development of frameworks for conflict of interest management and client protection man- ® Group management of conflicts of interest in light of next Medium-Term

Management Plan
o Clients' best interests as a trust bank group

*1 July 2021 through June 2022
*2 July 2022 through June 2023
*3 For the Audit Committee, audit instructions from the Board of Directors
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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
corporate performance and enhancement of enterprise value.

e Rather than focusing on a single-year performance evalua-
tion in which short-term contributions to profit are empha-
sized, we are building a compensation system with a balance
of near-term incentives and medium- to long-term incen-
tives, with rewards based on a comprehensive evaluation
framework that reflects earnings contributions over the
medium to long-term.

e \We accurately assess the roles that directors and executive
officers of SuMi TRUST Holdings must perform in corporate
management, as well as the results of their efforts, in order for

them to adequately discharge their supervisory duties over the

Fixed compensation (roughly 40%)

Group companies, and determine individual compensation
based on highly transparent, fair, and objective evaluations.

e 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 operating a fair and balanced compensation system.
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

1 *
President of monthly compensation 40%

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 (performance-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. Please note that the method for reflecting evaluations into stock-based remuneration is

being reviewed in FY2022. See the message from the chairperson of the Compensation Committee on the next page for more

details. The chart below shows the structure used in FY2021.

Linked to near-
term eamings | (2) Consolidated net profit attributable

to owners of the parent 1Btz 16 emize

m’:fl?l:-rt:-r?;!m Indicators (KPIs) concerning performance- linked compensation KPI selection reason E‘(Iz\ill:i;tlﬁn Calculation method
Bonus for directors and executive officers
(Bonus linked to earnings) Target*! Actual*'
_ (1) Consolidated net business profit 280 bnyen 346 bn yen poqswdered them as ap’prop.nate 66.7% | Calculated based on a weighted average
Linked to near- it 7 e connppey s b with a 2:1 weighting on the achievement
term earnings | (2) Consolidated net profit attributable results and capabilities in the fiscal o ; X
to owners of the parent 155bnyen 169 bnyen e 333% | ratesfor(1)and (2), respectively
Stock compensation (Share delivery trust)*?
(1) Consolidated net business profit 280 bnyen 346 bnyen Considered them as appropriate |  66.7%

Calculate d based on a weighted average
with a 2:1 weighting on the achievement
rates for (1) and (2), respectively

indicators of the company's business
results and capabilities in the fiscal 33.3%
year under review '

(3) Consolidated shareholders' equity

0 0
and ROE Around 7% 6.25%
(4) (Cc?)r:;ﬁr:;teeduictﬂt:erra?ia ital ratio) Mig-10% range 9%
Linked to quty P
medium- term (5) Consolidated overhead ratio (OHR) | Lower 60% range 57.1%
earnings

(6) ESG-related activities and rating
agency score, etc.

(7) Fiduciary duty and client
satisfaction activities

(1) Considered them as appropriate +5% Final achievement rate calculate d by qual-
KPIs for they are key financial indica- itatively assessing the achievement and
tors and non- financial items in the £59 progress of (3), (4), and (5), as well as the
company's medium- term manage- activities for (6) and (7) and adding the
ment plan and key topics in manage- scores to the achievements rates calculated

+5%

ment strategy with (1) and (2)above

0
(2) To clarify commitment to manage- 5% Achievement rate is capped at 130% (lower
ment of directors, officers, and execu- limit of 0%) so as to provide an appropriate
tive officers +5% incentive scheme

*1(1)and (2) are fiscal 2021 actual results versus fiscal 2021 forecasts. (3) through (5) are fiscal 2021 results versus fiscal 2022 targets established under 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/cancellation before delivery of

shares) and clawback (recovery after delivery of shares) provisions apply.

(4) Succession Plans

In order to achieve sustainable growth for the Group and
enhance its corporate value, we have developed 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 those in charge of managing
each business and those engaged in corporate management.
These plans set out the ideals and requirements for directors
and executive officers and aid in the management and devel-
opment of a suitable pool of candidates. More specifically,
even though candidates for top management are selected
every year, the Nominating Committee deliberates on their
selection, including future development policies, with refer-
ence to such information as performance, track record, assess-
ments, experience, and skills whilst taking the current and
future operating environment into account. These factors are
reflected in job placement and responsibilities the following

fiscal year and also prove useful in the development of top
management. Also, when actually selecting a successor to top
management, the Nominating Committee thoroughly deliber-

ates on the candidates and the selection process and reports

the results to the

Board of Directors.

B Development of management personnel

based on management team succession plan
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Message from the chairman of the Compensation Committee

Changes to how ESG
performance is reflected
in FY2022 executive
compensation

Hiroko Kawamoto

External Director
Chairperson of the
Compensation Committee

Given that the Group's sustainable management is growing
increasingly important and stakeholders are more focused than
ever before on how ESG assessments are reflected in the compen-
sation paid to executive officers, the Compensation Committee
has continued to discuss what kind of changes it should implement
to executive compensation so that it functions more effectively as
a sound incentive on ESG issues.

As a result, for executive compensation in FY2022, we decided to
introduce changes to the stock-based (share delivery trust) remu-
neration system and incorporate a stronger emphasis on ESG.

The main changes are as follows.
<Main changes>

¢ The previous system of taking qualitative assessments of ESG as
a component added on to the near-term earnings-linked perfor-
mance evaluation into account has been changed to a system
under which a 1:1:1 ratio for near-term earnings, medium-term
financial metrics, and ESG is reflected in the performance evalua-

tion for stock-based remuneration.

® The ESG assessment categories have been reviewed in light
of materiality and now comprise the following five categories:
climate change, fiduciary duties (FD) & client satisfaction (CS),
employee engagement, D&l (empowerment of women, etc.),
and ESG assessment organizations. We have therefore changed
to a system in which the Compensation Committee determines
an overall ESG score by quantitatively and qualitatively assessing
these five categories and reflecting it in executive compensation.

| believe these changes to the performance evaluation system
will generate a stronger awareness of the Group's initiatives to
address sustainability issues and further advance our sustainable

management.

B New performance assessment system for stock-based remuneration

Final determination method

Indicators (KPIs) for performance-linked compensation Assessment weighting Calculation method
i 5 (1) Consolidated net business profit 22.2%
Linked to near 33.3% Achievement rate vs. target
term earnings (2) Consolidated net profit attributable to owners of the parent 11.1%
. 1 B 0
Linked to medium- (3) Consolidated shareholders' equity and ROF 1% Assessment score calculated based on qualitative
term financial (4) Consolidated CET1 ratio (common equity tier T capital ratio) | 33.3% 11.1% | assessment of progress on achieving Medium-Term
metrics (5) Consolidated overhead ratio (OHR) 11.1% Management Plan targets
(6) ESG overall assessment (categories: climate change, FD & Assessment score calculated based on overall assess-
Linked to ESG CS activities, employee engagement, D&I (empowerment of 33.3% ment comprising both quantitative and qualitative
women, etc.), ESG assessment organizations*) evaluations of activities in each assessment category

Determined by the Compensation
Committee with special factors
and the business environment
taken into full account

Achievement rate is capped at
130% with a lower limit of 0%

* MSCI, FTSE, and Sustainalytics
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