Compliance

Strengthening the Compliance System: A Top
Management Priority

Compliance with laws, regulations, and other social standards is a
matter of course for corporations. Ensuring compliance is a partic-
ularly important issue for banks because of their central role in the
financial system and socioeconomic infrastructure. Moreover,
demand for banks to behave responsibly and transparently has
grown significantly as competition intensifies across national and
industrial boundaries and the market becomes increasingly selec-
tive. Accordingly, strengthening the compliance system is one of
our top management priorities at SMBC.

In this context, we expect and demand that all of our directors,
officers, and other employees give utmost value to people’s trust
in the Bank, abide by laws and regulations, maintain a high ethical
viewpoint, and act fairly and sincerely. SMBC firmly believes that
adherence to these aspects of compliance in our daily operations
will support our prosperity, together with that of our shareholders,
customers, other stakeholders, and society in general.
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SMBC'’s Compliance System
To implement a strict compliance system, it is first necessary to
clarify the framework for observing laws and regulations.

SMBC employs a dual structure whereby, firstly, each depart-
ment and office is individually responsible for ensuring that its
conduct complies with laws and regulations, and secondly, our
independent Internal Audit Unit conducts impartial audits of
department and office compliance. To make this basic structure
effective, we established a Compliance Committee that encom-
passes the entire organization. The Committee is chaired by the
director responsible for compliance issues and includes the heads
of 16 departments. In addition, with a view to enhancing objectivity,
the Committee has legal advisors from outside the Bank as its
council. This framework ensures that each section of the Bank is
examined for compliance from an impartial, neutral perspective.

Directions

Directions

Auditing Role
(Internal Audit Unit)

Strict Check as
Independent Unit

Audits of Operations

Conducts audits of all operations.
Reports directly to top management.
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Autonomous Role
(Business Units)

Thorough Advance
Check Based on
Self-Regulation

Each department is responsible for
conducting compliance checks
under the supervision of the
branch or department manager.

Support Role
(Compliance Group,
General Affairs Department)
Compliance System
Oversight and
Legal Support

Compliance System Oversight
and Legal Support

Bears responsibilities for planning
the compliance system.

Investigates legal issues in
support of each unit.



Compliance Manual

To further enhance the Bank’s compliance system, we have
provided each and every director, officer, and employee with a
Compliance Manual. Set out in a resolution of the Board of
Directors, this proprietary document is more than simply a list of
applicable laws and regulations. Starting off with a statement of
the Bank’s “Business Mission,” the Compliance Manual then lays
out specific “Rules of Action.” Based on “Objectives” and “Guiding
Rules,” these “Rules of Action” comprise 60 items describing rele-
vant laws and regulations as well as providing procedural guide-
lines and specific examples of conduct.

In addition, we have established supplementary compliance
rules applicable to specific organizations and operations, such as
Department Rules, Business Office Rules, and Group Company
Rules, in order to make sure that our operations are conducted in
accordance with the Compliance Manual.

Compliance Manual

Business Mission

Rules of Conduct

Five Guiding Rules for Each Objective
= 20 Guiding Rules

Three Rules for Each Guiding Rule
=60 Rules of Action

Supplementary Compliance Rules

« Department Rules
« Business Office Rules
* Group Company Rules
(Other supplementary compliance rules are also provided,
as appropriate.)

Compliance Program

SMBC'’s Compliance Program is a detailed, four-phased imple-
mentation plan formulated and resolved by the Board of Directors
to strengthen the Bank’s compliance system. The Program’s basic
objective is to get the compliance system running effectively both
in the Bank and in all consolidated subsidiaries. We have made
concrete plans for each phase of the Program and are currently
enhancing training programs and the auditing system. In addition,
a compliance officer has been assigned to each department and
branch to ensure the integrity of the Bank’s compliance frame-
work, as well as to ensure that the Bank’s conduct is in conformity
with our Compliance Manual.

1. Plan

(Documentation)

Create the Bank’s
Compliance Manual
and rules

4. Review 2. Implementation
Improve the Compliance
Program and revise

the Manual and rules

Establish training and
educational systems
to inform employees
about compliance

3. Evaluation

Conduct independent
compliance inspections
in every department
and branch
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