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1. Our Ap poach to Natural Capital

(1) Our basic approach a natural capital

Nat tal capital refers to nat wal resources such as plan &, animals, t B atmosphere,
water and soi.lDamage to nat wal capital has a major impact on people’s |vies
t houghou tt B sup py chain. The stabi tly of natural capital is supported by biodiversity,
and any loss in biodiversity has a wide-reaching impact on the envi anmen { economy
and society. A st dy by t B In ergovernmen &l Science-Pol cy Platform on Biodiversity
and Ecosystem Services (IPBES)' four t ht t B drvers of nat tal change are
accelerating and having a large impact on a global scale, bu talso t ht making
col aborative ef drts to promote societal change, we can poten tally achieve the goals

related to nat tal preservation to be at dined.

SMB CGroup bel eves that t b loss of nat tal capital, including biodiversity, may have
poten tal impacts on a wide range of busines sctivities it conducts as a financial group,
such as increased r sk and loss of value of financial assets held. Ont b ot Br hand, we
beleve t ht t B proper conservation and restoration of nat tal capital wi Isérve to
enr ah people’s | vies and improve thei healt has it wi Isttengt Bn t b fou mations of

society.

Givent Is backdrop, we wi bd disclosing a broad range of nat te-related information
t hough our participation in t B TNFD Forum, a stakeholder organization t hat supports
t b Taskforce on Nat te-related Financial Disclosures (TNFD), which is an in &rnational
initiative t ht is buiding a framew ok for appropr dtely asses &g and disclosing r ks

and opport wnities related to nat tal capital.

(2) Group Mission, SMBC Group Statement on Sustainability, and
the Group Environmental Policy

Concerning t B urgency to act on global envi anmen &l and social is ges, the
fol ol wing statemen tis included in our Group Mis ®n: “We con t Hu & to a sustainable
society by addres B1g envi anmen &l and social is ses.” This signals our commitmen tto

making an even greater con t kiu ton to t B sustainable developmen tof society.

We also establ shed SMB CGroup Statemen ton Sustainability, which lays ou tthe

1 Glo l As es men tReport on Bio dversity and Ecosys ém Services (Publis led in 2019)



basic pr riciples of how the Group wi Hdrle its ef drts to act alize sustainabi tly.iWit
t b Statement we define sustainabi tly ias “creating a society in which today’s
generation can enjoy economic prosper tiy and well-being, and pas sit on to fu tre
generations.” Based on t Is idea, we str e to conserve and restore nat tal capital so
t At h unanity wi bd able to enjoy the benefits of ecosystem services sustainably and

stably over many generations.

Furt Brmore, we formulated the “Group Envi anmen &l Polcy” to recognize that
real zing a sustainable society is an importan tmis ®n shared by al ¢f h umnanity, and to
faci tlate ongoing efforts to protect the earth’s envi anment, preven tpol ul ton, and
achieve harmony with corporate activities. The Pol cy statest ht t B Group wi Imhkke
efforts to achieve nat te-positive (halt t B decl nie of nat tal capital and restore it)

whi el recognizing in eractions betwe @ its busines sand nat rte.

SMB CGroup wi Iproactively con t hu & to t b real zation of a sustainable society by
promoting information disclosure in | nie wit ithe TNFD Framew ork and by complying
wit ht B Group Mis ®n, “SMB C Group Statemen t on Sustainabi tly’i and “Group

Envi anmen &l Pol cy™

Figure 1-1 Group Mission, Vision, and Values
We grow and prosper together with our customers, by
providing services of greater value to them.

We aim to maximize our shareholders’ value through
Mission the continuous growth of our business.

Our mission * We create a work environment that encourages and
rewards diligent and highly-motivated employees.
* We contribute to a sustainable society by addressing
environmental and social issues.
A * A trusted global solutions provider committed to
Vision

. . the growth of our customers and advancement of
Medium- to long-term vision society

Integrity

As a professional, always act with sincerity and high
ethical standards.

Customer First

Always look from the customer’s point of view and
Five Values provide value based on their individual needs.

Values to be shared by Proactive & Innovative
all officers and employees Embrace new ideas and perspectives, and don't be
deterred by failure.
Speed & Quality
Differentiate ourselves through the speed and quality
of our decision-making and service delivery.
Team “"SMBC Group”
Respect and leverage the knowledge and diverse talent
of our global organization.

SMBC Group * Basic approach to realizing a sustainable
Statement on society
Sustainability
Group Environmental ° Policy of continuous measures for
p°|icy environmental conservation



Figure 1-2 SMBC Group Statement on Sustainabi tyi

Throughout its 4 @-year history, the SMBC Group has continuously upheld its
commitment to sustainabi tly.iWe hereby declare that we wil Orive forward our

efforts to make sustainabi tly & real ty.

B Definition of Sustainability
SMB CGroup defines sustainabi tly ias “creating a society in which today’s
generation can enjoy economic prosper ty and well-being and pass it on to
fu t re generations.”

B Understanding of t B Presen tSit ation and Our Role
As a financial instit uadn, we wi lrigage and act toget Br wit hcustomers
and ot Bbr stakeholders to con t bu & to t b global transformation in b a
bet dr society.



Figure 1-3 Group Environmental Policy

¢ Basedont Is polcy, SMB CGroup strives to resolve environmen &l is ges and con tibu etot b

real zation of a sustainable society.

¢ This pol cy is establ shed to make con tn wus ef drts toward t b environmen t recognizing it as

one of t B material ty of SMBC Group. This pol cy is ap poved by t b Board of Directors

+ We of dr financial products, information and solu tons which con tibu €tot B main enance and
improvemen tof bot i B g dbal and local environmen t as wel &s tech mlog ¢al in rovation, to

sup rt our clen & deal wit renvironmen &l is ges.

+ We properly as ss ®nvironmen &l risks to reduce t ht risks posed by our o w activitiesandt b

society.

+ We strive to reduce negative environmen &l impact t hough the conservation of resources and

energy, and t B reduction of waste.
+ We strictly comply wit henvironment-related laws and regulations.

* We actively and ef dctively implemen tt s pol cy by set ihg goals and targets for every fiscal
year. We monitor and evaluate t b stat soft hir implemen ation and make con in wus ef drts

to improve our system.

+ Weregularly report tot b Board of Directors and t b Sustainabi ty Commit & eont b stat & of

environmen &l initiatives.

¢ We place high priority on t broughly educating our execu tves and staf fabou t our
environmen &l principles to ensuret htt By conform tot hse principlesint B performance of

t Bir work.

¢ We strive to implemen tt s polcy by disclosing t B Group’s environmen &l activities and

commu ncating wit hour staff as wel ast bt hd parties.

+ We create a financial flo wconsisten twit h b Paris Agre enen tand con tibu € to an orderly and
just transition to a decarbonized society, whi el strengt Bning cl mate actions and striving to

reduce gre @ fouse gas emis ®ns.

+ We make decisions recognizing t b in erplay betwe @ SMB CGroup and nature, promote the

conservation and restoration of nat tal capital, and strive to real ze nat e positive initiatives.

¢ This Polcy is disclosed on t B Group’s website, and the prin &d version is avai able upon

request.



(3) Relationship betwe e natural capital and climate change

Nat tal capital and cl niate change are not independent concepts of each ot hr, bu t
are considered to be closely con rected and in erdependent on each other. Whiel
changes in nat wal capital such as t B atmosphere and forests have an impact on
cl mate, increasing precipitation or changes in the frequency of nat tal disasters caused

by cl mate change in turn have an impact on nat tal capital.

Human |fé di ectly interfaces wit ht B phenomenon of clmate change and wit h
nat tal capital. Businesses and society are ad des s1g t b negative impacts of cl mate
change from bot ht B mitigation perspective (i.e., reducing and absorbing GHG
emis wns t At cause clmate change) and t B adaptation perspective (i.e., taking
measures to preven tand mitigate t b ef dcts of r Sing temperat tes), and are making
efforts to conserve and restore nat tal capital in order to enjoy the benefits of the
ecosystem services they brrig. By taking approprdte actions based on an
u mlerstanding of interdependence between cl niate change and nat tal capital, we wil
be able to con tol cl niate change and maximize the benefits of ecosystem services,

t breby achieving a high qual ty of | fé for people.

In December 2 @7, SMB C Group an rounced its support for t B Task Force on
Cl mate-related Financial Disclosures (TCFD), and we con in e to en lance our ef drtsto
addres scl mate change. As part of such ef drts, we conducted scenar d analyses on
physical r sks, and recognized t ht nat tal disasters caused by cl mate change are a risk
factor for our business. Ho wever, we bel eve that only addres s1g a cl mate change
is e wi Indt be sufficien tto comprehensively addres svar dus is ges related tot B
envi anmen tt At ar Se from t B in erdependence wit mat tal capital, which means we

wi Indt be able to pass on a bl si &l society to fu t re generations.

Against t Is backdrop, SMB CGroup an rou rted its participationint B TNFD Forum in
Jan ary 20 2, and expressed its in &n ton to work on conserving and restor rig nat tal
capital. In addition, we are not only advancing to our efforts against cl mate change,
bu talso w arking on conserving and restor rig nat tal capital, set ihg “Envi anment” as

its pr ar ty issue (mater dl ty).

Going forward, SMBC Group wi Idisclose information related to natural capital in
accordance wit ht B TNFD Framew ok, based on t B u merstanding t ht addressing
cl mate change and natural capital wi Iwlork as 'tw o whe ¢s of a same cart' to solve
envi anmen &l is ges, and t ht efforts to decarbonization and adaptation to cl mate

change are also deeply con rected tot b conservation and restoration of nat tal capital.



Figure 1-4 Consideration of t b relationship betwe @& nat tal capital and cl mate change

Priority Issues (Materiality) of the SMBC Group
Envi t DE&I and Human Poverty and B Ly]z\c Ining . Regrowth of
nvironmen Rights Ineq lEEH) ave and Japan
Aging Population

{ ________ * Realize a decarbonized society by providing transition support
* Contribute to the conservation and restoration of natural capital

Climate change, natural capital and human life

Efforts based on TCFD Efforts based on TNFD

Natural capital*

Climate change  Climate-related ’;ggfes] segngé% [Water][MiTSera] coo
(Progression of global interdependence

warming) Support as part of natural capital
. —_ _ Promotion of Ecosystem services*
Negative impacts g '(‘:j‘éf:rtt;zai‘;’:tasn“)":;d Conservation (Penefits brought by natural dapital)
Increase in i adaptation measures and restoration Wat I
i natural disasters giei Supply
Increase in Protection from
health damage natural disasters
- Preservation of
Rise in sea level Human life soil quality
Forced migration (Business activities / Society) Climate control
|

* Fo rdefinition srelated to natural capital and ecosys ém services, please refer to Appendix 1.

(4) Status of actions in response to e TNFD Framework

As descr bed int B fol owing tables, we have establ shed ef drts for each of t b basic
disclosure items proposed in t B TNFD Framew ok (Governance, Strategy, Risk
Managemen { and Metr ds and Targets). We have iden tfied our pr dr tiy areas by sorting
ou tthe relationship betwe @ the Group’s business and nat tal capital, and by creating

heatmaps wit ftonsideration of LEAP approach?® proposed int & Framew ork.

Going forward, we wi ktdmprehensively disclose envi anment-related information by
ut 2ing t B TNFD Framew ok along wit ht B TCFD Framew ok, while advancing our

analysis on nat te-related r sks and opport uities.

2 |tis a proces o sys ématically as ss gisks and opport uities related to nat te. It is comp ised of t b fol owing
four phases: Locatet kb organization ' is erfaces wit mat te, Evaluate dependencies and impact sAs s gisks
and opp ot uities, and Prepare to respond to addres snat te-related risks and opport uities and report to
inves ¢ b.



Figure 1-5 Our history of sustainability-related measures

1998 ® Established the Group Environmental Policy
2002 * Announced support for the Finance Initiative of the UN Environment
Programme
2006 * Adopted the Equator Principles
2007 * Announced support for the UN Global Compact
* Announced policies on palm oil plantation development and projects
2018 involving deforestation
® Established the Corporate Sustainability Committee
2019 * Signed the Principles for Responsible Banking
® Revised the Group Mission
(Added “We contribute to a sustainable society by addressing
environmental and social issues”)
ALY * Announced the SMBC Group Statement on Sustainability
® Released a statement on the “Consideration of ESG risks” (Expanded
the policies on individual businesses and sectors)
* Newly introduced the Group CSuO (Chief Sustainability Officer) position
2021 * Newly established the "Sustainability Committee" as a committee within
the Board of Directors
2022 * Joined the Taskforce on Nature-related Financial Disclosures (TNFD)
Forum
® Established “Finance Alliance for Nature Positive Solutions”, which is
5023 alliance of alliance of financial institutions to support nature positive

® Revised the Group Environmental Policy
(Clarified the Group’s stance on efforts regarding natural capital)




Figure 1-6 Status of actions in response to the ba s$c disclosure items proposed
in the TNFD Fr anework

Established a supervisory and execution framework for efforts
related to natural capital

[Supervision] Supervision and deliberation of efforts related to
natural capital by the Board of Directors and the Sustainability

Governance Committee

[Execution] Reporting by the Group CSuO to the Board of
Directors and the Sustainability Committee, as well as deliberation and
discussion by the Management Committee

Sorted out the relationship between natural capital and business
activities
Sorted out how to address risks and opportunities related to natural

Strategy capital

Created heatmaps showing the extent of dependence and impact of
each sector

Extracted items related to natural capital as Top Risks

Implemented due diligence (understanding of customers’ non-
financial information and qualitative utilization of such information

Risk in credit management; assessment of environmental and social
management risks for each deal)

Established policies for sectors that have an impact on natural

capital

: Execution amount of sustainable finance

Metrics and (Cumulative amount of JPY 30 trillionin 2030, of which JPY 20
targets trillion is green finance)




2. Governance

(1) Status of governance regarding efforts related to natural
capital

Measures for t b real zation of sustainabi tly,iincluding ef drts related to nat rtal capital,
are supervised and execu &d by t B Board of Di actors as wel &s by the Sustainabi tly i
Commit ¢ e In the FY2022 Board of Di ectors me ¢ings and Sustainabi ty Committe e
me eings, t B Group Chief Sustainabi tly Officer (CSuO), who oversees and promotes
our overal bustainabi tly iinitiatives, reported on t B progress of ef drts related to
nat tal capital.

SMB C Group also places t B Group Managemen t Commit ée as t B highest
decision-making body for business execu ton and corporate managemen tfort b en ire
Group. Measures for the real zation of Group-wide sustainabi tly iare discussed by t b
Group Managemen tCommit & e In ad dtion, the specifics of measures are deliberated
and determined also by t B Corporate Sustainabi tly iCommit @¢e. Efforts related to
nat tal capital are reflected in SMBC Group's strategy based on decisions made by the

Group Managemen tCommit & eand t B Corporate Sustainabi ty Commit & e

Figure 2-1 Mat ¢r gelated to natural capital that a e reported and deliberated in
each committee

Matters related to natural capital that were
Committee in charge reported and deliberated in the past
(Examples)

® Progress of efforts related to natural capital
® Review of priority issues (positioning

Board of Directors o P . .
environment,” including natural capital, as a

Supervision priority issue)
Sustainability ® Progress of efforts related to natural capital
Committee ® Review of priority issues

® Reporting on participation in the TNFD Forum

M tC itt - .
anagement tommittee | Direction of efforts related to natural capital

Execution

Corporate Sustainability

Commitice ® Global trends of natural capital

(2) Supervisory and execution framework

In SMBC Group, ef drts related to nat tal capital are supervised u mer a governance
system t ht is iden tcal to one for t b cl miate change response, and specific busines s

strategies are implemen ed based on del bierations and decisions made by t &b

10



Managemen tCommit ¢e and t b Corporate Sustainabi tly iCommit ¢ e Furt Brmore,
ESG performance indicators are included in bot ht B quan itative and qual tative

asses men titemsint b execu tve compensation system.

Lo «ing forward, we wi |hblsticalyl address envi anmen &l is ses whiel paying
at én ton to t b dependency betwe @ clmate change and nat tal capital. Wit ht b
Sustainabi tly Division establ shed u mer t B Group CSuO playing a central role, we wil
addres ds gesrelated to nat tal capital as wel ds cl mate change, and regular yl report

t B progres €0t B Sustainabi tly Commit de.

For detai slregardingt B roles and in ernal struct te of t B supervisory and execu ton
body as wel &s the execu ive compensation system, please refer to the “Governance”
section of the “SMBC Group TCFD Report.”

11



3. Strategy

To understand the relationship betwe @ its 0 w business and nat tal capital, SMBC
Group sorts ou tin eractions between nat tal capital and busines sactivities/society,

based ont b Nat tal Capital Protocol® and the beta version of the TNFD Framew ork.

For companies, and for societies composed of individual or group actions, each
activity is dependen ton t B ecosystem services provided by nat tal capital directly or
indi ectly, and such activities have impacts on the nat tal capital sur ou ming
companies and individuals. One of key feat tes of t B TNFD Framew ok is its approach
of asses &g r sks and opport uities for companies by taking in b accou nt b
in eraction betwe @ natural capital and business activities/society from t B two

perspectives of “dependencies” and “impact” on nat tal capitals”.

Whi el ef drts made in consideration of nat tal capital can be a cost factor for a
companies or society, they are also a source of benefitsint & form of ecosystem
services. We bel eve t ht financial instit udns wi hdve a stronger relationship wit h
nat tal capital t hough transactions wit lcompanies and individuals rat Brt Ant Bi r
0 w1 busines sctivities. Consequen ty, when a financial instit udn as ssses its r sks and
opport uities related to nat e, it is importan tto analyze ho wcustomers ‘activities
in erface wit mat tal capital, and what costs and benefits customers wi lntur or gain
t hough such in erface.

3 Aframewo k created byt B Nat tal Capital Coal tion t ht enables companies to iden tfy, meas we and value t hir
direct and indirect impact @nd dependencies on natural capital.

Definition sby SBTN are as follo vs:

Dependencies: refersto t b s ate in which people and organiz &on su € t b ecosys ém services generated by
nat el capital for t hir activities

Impacts: a p aitive or negative influence ont b s ate of nat ve by t B activities of a person o rorganization

4
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Figure 3-1 Conceptual diagram of dependencies and impacts on natural capital

How an organization utilizes the benefits of
natural capital

Impacts How an organization impacts natural capital

Dependencies

Natural capital

f

Dependencies Impacts

v |

Businesses and society (i.e. customers)

Cost arising from giving consideration
to natural capital

Benefits gained via natural capital
(Ecosystem services)

A

v
i
|
|
1
|

Risks and opportunities

Capture risks and opportunities related to nature

SMBC Group

Based on t Is u merstanding, SMB CGroup gives pr dr ty to analyzing t b relationship
betwe &t b activities of its corporate customerst hnt ht of individual customers, and
nat tal capital fromt b perspectives of dependencies and impacts, and recognizes risks
and opport uities based on such analysis. The Group then considers ways to addres s
t B nat te-related r sks and opport uities, such as advancing its r sk managemen t
framew ork and supporting nat te-positive efforts made by customers. We also create
heatmaps (wr tign in p.26 [Column]) by analyzing t b degree of customers ’
dependencies and impacts on nat tal capital by sector, wit hconsideration of LEAP
approach. Going forward, we wi kelview t B heatmaps on an ongoing basis.

As nat tal capital covers broad aspects of nature and provides diverse benefits, to
what exten ta company’s r sks and opport uities related to nat ve wi Imhter dl ze and
how long it wi take will vary greatly depending on t B sector in which t & companies
operate aswel dst hregionin whicht B companies conduct its busines sSMB CGroup
wi Imbke finely-t ued ef drts, recognizing such complexity and regionality of r sks and

opport uities related to nat ce.
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Figure 3-2 Flow of considering how to respond to risks and opportu nties

Recognition of risks and opportunities by the SMBC G Response
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Utilize them to sophisticate
future response measures

Examine the dependence and impact of businesses
on natural capital by sector

Dependencies Use of water
Identify priority areas

i heat
I . using a heatmap = d, oceans,
mpacts ecosystems

Figure 3-3 As &s snent proces sfor risks and opportu nties related to nature

using the LEAP ap poach

Locate Evaluate Assess Prepare
(Locate) (Evaluate) (Assess) (Prepare)
* Identify the * Identify relevant *® Identify risks and * Allocate strategy and
organization’s assets, environmental assets opportunities resources
operation processes and ecosystem * Measure performance
and value chains services * Assess the materiality )
* Identify dependencies of risks and * Report and publish
® Identify points of and impacts opportunities

contact with nature

Mitigate and manage
existing risks

Analyze dependendes

Identify priority °

: Analyze impacts
locations ¥ p

Mitigate and manage
additional risks

Identify sectors

* Prepared by SMBC based on “The TNFD Nature-related Risk and Opportunity Management and Disclosure
Framework Beta v0.3"
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1) Relationship betwe e business activities and natural capital

To understand the relationship betwe @ our business and nat tal capital, SMB C
Group analyzes ho whbusiness activities in erface wit hecosystem services provided by
nat tel capital from t b perspectives of dependencies and impacts by using “ENCO RE>,”
a to & which isrecommended int B TNFD Framew ok, for analyzing r sks related to
nat te. Int B analysis, it sorts out mat drs of concern t ht could ar se in a companies

and cor esponding response measures by as aming cases where the value of nat tal
capital is impai ed.

Dependencies of busines sact vi 5 on natural cap iat

Companies benefit from ecosystem services generated by nat tal capital. Based on
our analysis using ENCO RE, businesses enjoy t b benefits of ecosystem services

t hough four chan rels, i.e., “Di ect Physical Input”, “Enables Production Process”,

“Mitigate Indi act Impacts” and “Protection from Disruption”.

5

A risk analysis to ¢ fo rnat ve-related risks developed by the Nat tal Capital Finance Al dnce (NCFA) a global
al dnce of financial in sitt udan sin t b field of nat tal capital, in part ars ip with UNEP-WCMC, which is a
s bsidiary body of t B United Nation sEnvironmen tProgramme. It sort sout and aggregates t b bu $ness

activities of 157 secto s and t b degree of t bir dependencies and impacts on nat tal capital and ecosys ém
services.
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Figure 3-4 Relationship between busines sactivities and natur &

capital/ ecosystem services RPerspective of dependencies)
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Direct Physical Producti Mitigates Direct Protection from
Input TElERe Impacts Disruption
Process

Business activities

* Rising prices of raw
materials

* Decrease in consumption

|__and production volume |

* Disruption of business

* Increase in cost to adopt adaptive
technology

* Disruption of business due to
a disaster

® Convert to a business
model with high resource
efficiency

¢ Cultivate the market for

substitute materials

* Adopt adaptive technology

* Capital investmentin green
infrastructure, etc.

* Relocate to a place with low
disaster risk

* Prepared by SMBC based on a nature-related risk analysis tool called “ENCORE”

Direct Physical Imput

Enablies Production Process

Mitigates Direct impact

Protection from Disruption

ecosystem services as raw materials
function in production areas
filtering pollutants from rivers

protection function of forests

- Direct and physical dependence on ecosystem services, such as using
-+ Indirect dependence on ecosystem services, such as the pollination
- Functions that mitigate negative impact on business activities, such as

+ Functions that serve as protection from disasters, such as the flood

If t B value of certain types of nat tal capital becomes impai ed due to a nat tal

disaster caused by cl niate change or h uman activities, resulting in suspension of

ecosystem services, companies t At depend on such nat tal capital/ecosystem

services may, t hough t b above-men toned four chan rls, incur additional cost for

adopting adaptive technology to respond to the changes in nat tal capital ortot B

increases of raw materials, or face concerns over t hi business con tn uty due to

con amination of soi &nd/or water. At the same time, companies may addres ssuch

concerns by converting t Bi business models or by making capital investmen t
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Impacts of business act vi &5 on natural cap iat

Companies can have negative impacts on nat tal capital by using mas &e amou nstof
water, con aminating water, soi &nd t B atmosphere, modifying t B form or nat e of
land, and emit ihg GHG. Such corporate activities impair t b value of natural capital and
reduce t b benefits of ecosystem services. Under such ci aumstances, if regulations on
t B protection of nat tal capital are tigh ened, or t b pressure to protectt b
envi anmen tincreases, companies may incur additional cost or suf dr repu ational
damage due to insuf i€ien tprotection ef drts and on t b ot br hand, companies may

change thei business models and make capital investmen &.

Figure 3-5 Relationship between busines s activities and natural capital

(Per pective of impacts)
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Increased pressure on businesses to conserve the
environment /
Tighter regulations on the protection of natural
capital

Situations
businesses
could face

* Reputational damage associated with violations of rules or
inadequate measures to protect natural capital

* Convert to an environment-friendly business model

Response

measures by * Support capital investment in equipment with low
businesses environmental load

* Prepared by SMBC based on a nature-related risk analysis tool called “ENCORE”
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(2) Recognition of nature-related risks

Based on t b relationship betwe @& business activities and nat tal capital iden ified
t hough t B above analysis, SMB CGroup sorts out r sks and opport uities t kAt are

general ylas smed for customers from t B perspective of dependencies and impacts.

Risks from the perspect Ve of dependencies

Certain types of nat rtal capital may become impai ed as a result of cl niate change,
and/or changesint B ways of using nat tal capital or exces s/e use of nat tal capital in

busines sand social activities.

Physical r sks

If nat tal capital such as water and plants become depleted and t ki rvalue
deter drates, customers who rely on t B ecosystem services created by t Bm to
develop thei businesses wi bkel et bi business performance w arsent hough increased
procuremen tcosts for raw mater dls and increased sever ty and frequency of nat tal

disasters.

Transition r sks

Deter dration of natural capital prompts customers to change thei rproduction
processes. As a result of such change in the circumstance, customers may incur

additional cost to adopt new tech mlogy, or exper @nce a disruption of t Bi business.

Risks from the perspect Ve of impact

As the movemen tto protect nat tal capital accelerates, laws, regulations and pol cies
may change in ways that are u riavorable for companiest ht negatively impact nat tal
capital. Also, as in ernational guidel nies for sustainabi tly i disclosure are being
formulated, demands from stakeholders to disclose nat te-related information may

furt Br increaseint b fu tre.

Physical r sks

If nat tal capital becomes impai ed due to negative impacts caused by operations of

companies, it could damage t kb repu ation of t B SMBC Group.

Transition r sks

If businesses are required to incur the cost of reducing envi anmen &l load as a result

of tigh &r regulations and changes in pol cies set by governmen & to protect nat tal
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capital, some of our customers may incur increased cost to meet such requi amen &. In
addition, if customers ’efforts and considerations for nat tal capital conservation are
insuf i€ien t or if customers are making ef drts to conserve nat tal capital bu tsuch
efforts are considered insufficient by t bi stakeholders because t By are not reflected

in t B disclosure items, it could damage t b repu ation of SMB CGroup.

Figure 3-6 Examples of risk events related to natural capital by key risk category

Physical risks

(Risks associated with impairment of natural capital)

Transition risks

(Risks associated with changes in laws and regulations, and

Credit risk

® Risks associated with deterioration of
customers’ business performance due to the
cost burden of procuring raw materials

Dependencies | resulting from value deterioration of natural

on natural capital
capital
Credit risk
® Risks associated with deterioration of
customers’ business performance due to
exacerbation of natural disasters resulting from
value deterioration of natural capital
Reputational risk
In:‘;;atﬁ:sarn ® Risks of reputational damage for the SMBC
capital Group if natural capital is impaired due to

business activities

negative impacts, thereby impeding customers’ '

insufficient measures to protect natural capital)
Credit risk
® Risks associated with deterioration of customers’
business performance due to the cost burden of

adopting new technology to lessen the
dependencies on certain natural capital

Credit risk

* Risks associated with increased cost burden of
responding to changes in laws, regulations and
policies to conserve and restore natural capital

Reputational risk

® Risks of reputational damage for the SMBC Group if
customers’ efforts to conserve natural capital are
inadequate

Please note t htt B recognition of r sks sorted ou tabove is on a prel niinary basis
based ont b cur en tanalysis. We will advance our r sk recognition int & fu tre by
bet ér u merstanding t B relationships of dependencies and impacts betwe @& our
customers and nat tal capital, and by iden ifying expected r sk even s for SMBC Group

more ac arately.

(3) Ad dessing nature-related risks

Customers of SMBC Group depend on a wide range of nat tal capital t ht var @s by
sector and sup py chain, and conduct t Rir business whi elimpacting nat tal capital in a
var dty of ways. Based on our recognition of r sks, we wi Fult Br en lance our systems
whi eliden tfying pr dr ty areast hough t b use of heatmaps. Please refer 4. Risk

Management for more detai .|

(4) Recognition of nature-related op prtunities

Int b fifteent Imeeting of t B Conference of t b Parties tot B UN Conven ton on
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Biological Diversity (COP15) Part Two held in 2022, t B “Ku mming-Mon teal Global
Biodiversity Framew ak” was adopted as a global goal, which sett b mis ®on of halting
and reversing biodiversity loss to put nature on a path to recovery (achieve
nat te-positive) by 2030, and achieve t b vision of lving in harmony wit hhat te by
20 . Conservation and restoration of nat tal capital and biodiversity wi Irdqui e a
certain amou n of investmen tin bui ding socioeconomic systemst hough which people
can | vie in harmony with nat te. A report published by t B Wor d Economic Forum in
20 D° states t ht in order to address t b nat te crisis, we need to transform t he e
socioeconomic systems (food, land and ocean use; infrastruct te and t & buitl
envi anmen t and energy and mining) into nature-positive business models. Moreover,
based ont Isreport, ann wal nat te-positive opport uities created acros ¢ h globe are
estimated to reach US$10.1 tr ioh [approximately JPY 1,300 tr ioh)l by 2 B0. Given
t s backdrop, we expect to se erevitalized investmen tin areas wit hbhigh af ifity to
nat tal capital, such as food/agr dult te including t & use of land/water and forest
management, nat ce-friendly urban infrastructure, renewable energy, and the ci aular
economy.

Figure 3-7 Size of nature-positive ma kets a ound the world in 2 B0

Infrastructure
el IanSs:nd S50 and the built  Energy and mining

environment o $10.1
$3.6 trillion $3.0 trillion $3.5 trillion trillion/year

Financial instit udns are expected to provide financing to meet such investmen t
demand. In fact, financial flo vs for t B restoration of biodiversity were incorporated
in bt B COPl15’s targets for achieving nat te-positive by 20 ®, which aim to mobi Zeiat
least US$200 bi bnl pier year, and raise financial flo vs to developing coun t dsto US$ 2 0
bi bnl per year by 20 2 &nd to at least US$3 Obi bn per year by 20 3 OIn ad dtion to
providing financing, financial instit udns wi lhdve opport uities to provide services to
fulfi Ivar dus customer ne @s, such as supporting al dntes and responses to
sophisticated risks. The SMBC Group wi Isupport customersint bi efforts to achieve
nat te-positivet hough multifaceted solu tons that organical ylin egrate our know-ho w

in our busines domains.

6 Wo td Economic Fo um (2 @0) “New Nat ve Economy Repo t | ! The Fu tre of Nat te and Bu $nes 8

7 In addition to 3R (reduce, reu & and recycle) initiatives, economic activities t ht generate ad a&d value t h agh
services, etc., whi el ef dctively u t zinig s éc kwhi elreducing resource inpu tand con smption.
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(5) Capturing busines sop prtunities by sup prting
nature-positive actions

SMB CGroup str es to create financial flows that have positive impacts on nat tal
capital t ht is supported by ecosystems and biodiversity, by supporting customers ’
busines sctivities t hough our financial services. Furt Brmore, as we accelerate t Is
effort, the value of natural capital wi bd preserved, and its sustainabi tly wi bd
ensured. As a result, customers who have a busines struct vet htis highly dependent
on certain types of nat tal capital wi be able to steadi ylenjoy the benefits of such
nat tal capital and enhance t Bi business contin uty. As such, nat te-positive actions
t hough finance wi kfldct bot H B dependencies and impacts of busines ss on nat tal

capital, creating a positive effect.

Based ont b prdrty areas for bot hdependencies and impactsint b heatmaps | sted
int B “Addendum” on page 27, and by focusing on areast ht are expected to offer
nat te-positive opport uities as men toned in “Recognition of nat ve-related
opport uities” on page 19, SMB CGroup wi Istl e to achieve nat ve-positive by

supporting customers in t bi efforts to conserve and restore nat tal capital.

Sophist dat an of food, land and ocean use

Whi elfood, land and oceans are essen tal for main &ining h unan life, GHG emis ®ns
and deforestation associated wit hagr dult te and land use, exces &e in ke of water
resources and overexploitation of fishery resources have heavy impacts on nat tal

capital and ecosystem services provided t hough nat tal capital.

Under such circumstances, the SMB CGroup wi Wlork on en lancing ecosystem
servicest hough t B reduction of GHG emis ®ns associated wit hagr dult tal
production as wel dstheimprovemen tof soi dnd water management, whi elsupporting
in rovation t hough t B use of digital tech mlogy, in order to balance en tanced
production and sustainabi tly in t b food and agr dult te sectors. We wi krkate

sustainable food and agr dult ve value chains wit tconsideration for natural capital.

SMB CGroup wi lklso advance its ef drts on the reduction of paper resources and
af drestation to preserve forests and build forest ecosystems by sup mrting customers

int Bi efforts to achieve sustainable forest managemen t

Such effortst ht lead tot B conservation of land and forests con t Hutetot B
main enance of water resources. We wi kdn tibu & to increasing t b value of water by

promoting nat ve-positive ef drts to avoid and reduce water stress for customers who
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are highly dependen ton water.

Creat on of social infrastructure that is in harmony with nature

As the w or d’s population concen tates in urban areas at an ac elerated pace, more
and more social infrastruct ves are being buit] ho wever, hasty and disorder \
infrastruct ve developmen tcould destroy nat tal capital, degrading t b qual ty of
people’s | vies. Also, such los of nat tal capital could decrease t b function of disaster
preven ton in urban areas, resulting in urban struct vest ht are vulnerable to nat ral

disasters caused by cl mate change, such as flo als.

SMB CGroup wi kdn t bu & to buiding social infrastruct te t ht is in harmony wit h
nat te by conserving and restor rig nat tal capital. We wi Isupport customersint hi r
efforts to build infrastruct vest ht provide clean ai and water, and that are resi énit
against nat tal disasters and supported by r dh biodiversity. Through these ef drts, we
wi lalso en fance our measures against cl mate change and address the negative

impacts of r gsing temperat e on economic and social activities.

Decarbonization in the energy and mining sectors

SMBC Group is commit ad to achieving net zero GHG emis ®ns across its investmen t
and loan portfol ois by 2050. To achieve t s goal, we have establshed t b “Net Zero
Transition Plan” and systemized a series of goals and actions. Furt Brmore, we have set
a goal to execu & “JPY 30 tr ioh Inisustainable finance” in 10 years betwe @ FY20 D
and FY20 B in I nie with t B Transition Plan. We are taking measures against cl mate
change by promoting finance t ht con t kiutes to decarbonization, including renewable
energy projects. These efforts to mitigate cl mate change t hough reducing GHG
emis ®ns wi Indt only con t bu & to the conservation of nat tal capital t &t is
vulnerable to cl mate change, bu twi lklso play a key role in protecting forests, which

absorb CO2, and biodiversity, which sup mrts forests.

Please note t ht if t B adoption of renewable energy involves deforestation,
promotion of such in toduction may poten tal ylhave negative impacts on nat tal capital
and biodiversity related to t b instal akion location of po wer generation faci ties. SMB C
Group wi btt Ve to avoid such negative impactst hough means such as assessmen tof
envi anmen &l and social r sks, and main &in t b balance betwe @ its efforts against

cl mate change and t b conservation of nat tal capital.

In addition, to mitigate t B negative impacts of mineral resources mining on nat tal

capital, we ne € to create a society where t b value of resources is preserved over a

22



long per dad of time under a resource-ef i€ien tproduction/consumption process. To
achieve t Is, SMB CGroup wi Imbke efforts in ci aular economy business, implemen t
ci aular use of resources at var dus stages of the product | fé cycle for reducing the

impacts on nat tal capital and creating wide range of businesses.

Figure 3-8 Examples of the SMBC Group’s initiatives to promote nature-positive
business

Business domain Examples of the Group’s initiatives

<Putting smart agriculture into practice through the establishment of
an agricultural corporation>

® An agricultural corporation called “Mirai Kyosou Farm Akita,” which is funded by
companies including Sumitomo Mitsui Banking Corporation and Sumitomo Mitsui
Sophistication Finance and Leasing Company, Limited, works in collaboration with businesses in a
of food, land demonstration project to suppress methane generation in paddy fields.

and ocean use

<Investing in a forestry fund>

* Sumitomo Mitsui Banking Corporation invests in the “Reforestation Fund,” which
focuses on reforestation in South America.

* The fund manages forests sustainably by obtaining global certification for forestry

preservation.
Creation of <Supporting green infrastructure that contributes to the conservation
o sotCIalt of natural capital>
Infrastructure
that is in * SMBC Nikko Securities Inc. became an underwriter for a green bond which invests
Rarmonviwith in infrastructure projects that contribute to the conservation of natural capital and
M biodiversity.

nature

<Contributing to the reduction of CO2 emissions through renewable
energy projects>

® Sumitomo Mitsui Banking Corporation contributed to a reduction in annual CO2

emissions totaling approximately 15 million tons through renewable energy
Decarbonization projects it handled in FY2021.

in the energy * We engage in projec;ts while managing‘the'impacts on natural capital in each
and mining project through environmental and social risk assessment.

sectors <Efforts to reduce the load on natural capital through the construction
of a battery recycling model>

® The Japan Research Institute is working to build a circular economy based on the
BACE Consortium to circulate the value of EV batteries and to achieve
decarbonization.

To support above-men toned ef drts to protect nat tal capital, SMBC Group has
establ shed t B “Finance Al ance for Nat te-Positive Solu tons (FANPS)” in col aboration
wit IMS&AD Insurance Group Holdings, Inc., t B Developmen tBank of Japan, andt &
Nor rich kin Bank, wit i & aim of strengt Bning support for nat te-positive efforts by
businesses. FANPS wi bkttengt Bn col aboration among four financial instit udns to halt
t b los sof nat tal capital, including biodiversity, and lead it to the path of recovery
t hough business activities. We also signed a join tresearch agreement wit ht b
National Instit wetfor Envi anmen &l St dies to receive advice from a scien fific poin tof
view on the investigation of nat te-positive solu tons. SMB CGroup will u t 2ei
kno wedge gained t hough FANPS to analyze nat te-related r sks and consider

financing to support t B implemen ation of tech mlogy to restore nature capital.
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Figure 3-9 Activities of FANPS

Finance Alliance for
Nature Positive Solutions

@ Research on solutions that contribute
to nature-positive

(Including exchanges of opinions with EpRaEieS
businesses) positive conversion
Create and
) = . publish a
@ Business/finance mechanism that catalogue of
facilitates the conversion of business solutions

activities

Advice on the assessment of solutions
Academia
(Researchers from the National Institute for

____Environmental Studies and universities)
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4 N

[Column] Trial analysis on the impact of the lending operat ans on forests and

b od ver By

In 2 0 2, BMB CGroup participated in a pi ot program organized by t & United Nation s
Envi anment Programme Finance Initiative (UNEP-FI), join ty with MS&AD Ins wance Group
Holdings, Inc. The ob gctive of this program is to extract iss est ht financial ins itu tons wi |l
face when working on TNFD Framework, by practicing quan ifying the impact of lending
operation son forests and biodiversity and asses s1g and analyzing the impact on a tr dl basis in

ac ordance with t B LEAP ap poach.

Int Is program, we quan ttatively analyze t B impact of loan son natural capital by using a
multi-regional input-ou put model cal ed “Eora” *and/or t B “STAR; Index”"?, which indicates
t b abu mance of biodiversity, in order to identify areas of forest input in t B ups team value
chain sof cu somers of our Group by cou nriyy and sector, and convert s gh figuresin b
quan ttative impact on biodiversity. The res lts of t Is analysis s g @st that t B impacts on
biodiversity is expected to be relatively large in Japan as well as Sou heas tAsian coun t &s such

as Indonesia and t B Phi ppines.

Going forward, we wil strive to en kance our disclosure in line wit ithe TNFD Framework
whielu sng the in sght gained through this program to sophis icate our nature-related r sk

analysis.

Forest input areas in

upstream value STAR'Index
chains

(By country and sector)

Quantitative impacts on biodiversity

*1 A type of multi-regional input-ou pu ttable t At quan tfiest b impact of an en tre s p py chainont &
envir amen tper sales u 1t by sector, by u $ng metrics s gh as “GHG emis ®n § and “areas of fo es t
inpu t”

*2 Itisan index extracted fromt B In egrated Biodiversity As 8s men tTool (IBAT) developed by t B UNEP
FI, which indicates t b rarity and abu mance of bio dversity in each region of t b world. /
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Addendum: “Dependencies” and “impacts” heatmaps

SMB CGroup strves to iden ify nat tal capital, ecosystem services and sectors
to which we should pay particular at én ton, by creating heatmaps using
“ENCORE” and sorting ou tt B extent of dependencies and impacts of sectors
t Bt are considered to be highly related to nat tal capital. Alt bugh t B analysis
cur @n ty covers only the pr ar ty sectors specified int B TNFD Framework, we
plan to expand t B coverage to ot br sectors and review t Bm on an ongoing
basis to determine t B degree of importance more precisely.

B “Dependencies” heatmap

SMBC Group has created a heatmap based on dependencies on ecosystem
services for t b pr ar ty sectors specified in the TNFD Framew ok. The heatmap
organizes the exten tof dependencies of each sector on ecosystem services in o
t B four ranks of “Very High,” “High,” “Middle,” and “Low, Very Low, N/A,” based
on a scor rig met bd using “ENCO R&.”

Based on t Is heatmap, many sectors are highly dependen ton surface water
and ground water; and water, which provides t bse ecosystem services, is
considered to be highly importan tnat wal capital.

Figure 3-10 Dependencies heatmap
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In order to compare sectors t ht are highly dependen ton water and extract
particular y importan tsectors, we conducted an analysis on water stres sby
refer ng to a water r sk calculation to ¢ cal ed the “Investor Water To dkit,”
which was created by “Ceres,” a U.S.-based NGOt ht promotes investmen t In
t Is analysis, we assessed t b level of water stress by sector based ont B
gual ty and quan tty of water used int b flow from t b supply chain to the di ect
man dact wrg process and product use. Based on t Is analysis, we bel eve
water stres ds particular yl high in t B beverage sector. Going forward, we wi | |
consider providing appropr dte mitigation solu tons to customers who are highly
dependen ton water and for whom water stress is expected to become a
poten tal r sk factor.

Figure 3-11 Water stres sanalysis using “Ceres”
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B “Impacts” heatmap

Also, int Bimpacts heatmap on nat tal capital, t b pr dr ty sectors specified
int B TNFD Framew ok are scored t b exten tof impact dr viers (dr verst ht
cause busines sactivities to have an impact on nat tal capital) intot b four
ranks. The heatmap sho ws t ht impact dr viers such as “water use” and “use of
ter estr dl, freshwater and mar rie ecosystems” are increasing in a number of

sectors and that t bse dr viers should be paid particular at &n ton.
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Figure 3-12 Impacts heatmap
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Impact drivers

Water use
Terrestrial | l
ecosystem use | | | | | | [
Freshwater ‘
ecosystem use | : 4 — : ‘ + . + - S S
Marine ecosystem
use | Ll
Use of other
resources | | | | | | | | | | |
GHG emissions l
Non-GHG air

poliutants
Water pollutants

Solid waste

Disturbances

— —
D Very High High Middie Low, Very Low, N/A

Soil pollutants ; \

* Fo rdefinition srelated to impact drivers, please se eAppendix 1.

[Column] Internal study ses son on natural capital in collaboration with
WWF Japan

Sumitomo Mitsui Banking Corporation conducts study ses Bns on
envi anmen &l issues for its employees as part of its stakeholder engagemen t in
col aboration wit WWF Japan, which is an environmen tconservation

organization.

Int bBse study ses ons, WWF Japan provides lect tes on global issues related
to nat tal capital for employees of Sumitomo Mitsui Banking Corporation who
w ok int b fields of sustainabi tly,icorporate research, and r sk managemen t
Through t Is st dy sessions, t B bank aims to fami dr de its employees wit It b
rolest ht financial institu tons are expected to play in conserving nat tal capital,
whi elfoster rig thei kno wedge on envi anmental is ses and nat tal capital and
raising awareness of these is ses.

<Examples of t Bmes covered int b st dy session>
- Deforestation r sks and com modities

- Decrease in mar rie biodiversity

- Busines sand water risks
+ Sustainable promotion of a circular economy
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/ [Column] CSR activities to conserve natural capital \

B Sup prting the Furano Shizen Juku

Having started at the site of a former golf course int b sprrig of 2 @6, Furano
Field, led by So Kuramoto (book au t dr) comprises two categor s of activities:
t B “nat e restoration project,” which involves reconstruction of an original
forest t hough tre eplanting; and t b “educational program ont B

envi anmen {” in which t b field at the site itself is used as a clas s0 an. SMB C
supports t bse activities ast B “SMB CEnvi anmen &l Program: NPO C.C.C.
Furano Field” based on a deep compassion for Mr. Kuramoto’s t bughts and

vision.

Vﬁ??ﬁa

SMBC environment programiy

v/l
4W4 \‘M\

/]
| ——=\]Y)

B SMBC Green Project / Growing SMBC Card Forests

Sumitomo Mitsui Banking Corporation is w orking on t & reduction of paper
resources and tree-plan tng projects under “SMB CGreen Project”. We are
promoting projectst ht enable individual customers to con t Hu & to the
conservation of forests, such ast b “SMBC Forest” (in the Dorogawa Distr at of
Tenkawa Vi dgé, Nara Prefect te), which sup rts tre eplan tng by usingt B
fu s saved by switching from paper to Web passbo &s, and t B “SMBC Green
Program,” in which in response to retai dustomers’ purchases of JGB, SMBC in
t tm implemen & certain measures to reduce GHG emissions such as purchasing

emis ®n credits and making donations to tree-plan ing projects.

In ad dtion, Sumitomo Mitsui Card conducts forestt m ning and tre eplan ing in
“SMB CCard Forests” acros € B cou nri by al ocating part of its profits gained
t hough promoting onl nie card statemen s to n ut orig forests. Int Is project,
which enables bot hour customers’ cooperation in achieving digital zation and
n ut wrig forests, our goal is to create diverse forests in a near-nat tal

envi anmen t

\_ /
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4. Risk Management

(1) Process for identifying and asses sng nature-related risks

SMB C Group recognizes t ht nat te-related risks are r sks t kAt have significant
impacts on corporate managemen { t brefore, we iden tfy such r sks as one of t b Top
Risks from t b perspectives of dependencies and impacts on nat tal capital.

Top Risks

SMB CGroup iden tfiesriskst htt heaten to significan ty impact managemen tas Top
Risks. The selection of Top Risks involves comprehensive screening of r sk factors,
evaluation of each r sk scenar d's pos ®i tly iof occur ence and poten tal impact on
management, and active discussion by t B Group Managemen tCommittee. In ad dtion,
t B Board of Di ectors and t B Risk Commit & e(an in ernal commit & & verify the

adequacy, etc. of t b Top Risks.

SMB C Group iden ifies t b deter dration of its repu ation caused by inadequate
handl nig of nat tal capital and t B adverse impacts caused by impairmen tof nat rtal

capital as Top Risks.
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Figure 4-1 Top Risks

Top Risks ‘ Scenario

Global economic recession due to factors such as credit cycle turnover and economic

World economic stagnation stagniation in China

Highly volatile commodity price and financial / Capital outflows from emerging countries and actualization of a global financial crisis due to
foreign exchange markets monetary tightening in major countries

Sudden deterioration of the foreign currency

Fnding conditions Sudden deterioration of the foreign currency funding condition due to market disruption

Deterioration of the economy accompanied by debt adjustments due to the shift from

Japanese economic stagnation monetary easing, and decline in potential growth due to a decline in the labor force

Emergence of Japan sell-off due to increased interest payments on government debt and

Japanese fiscal instability deteriorating public finances due to rising defense spending

Deterioration of the business environment due to growing concerns over the U.S-China

The U.S. - China struggle for supremacy political conflict and the security environment

Growing intension of Russia-Ukraine conflict Negative impacts of unstable energy supplies on economies; unstable international situations

Occurrence of emergency incidents due to heightened tensions in the Korean Peninsula;

Unstable situations in the Middle East and Asia i : 4 el s : 0 )
opposition from neighboring countries in connection with Japan'’s policies

Social turmoil surrounding the next presidential election in the U.S.; opaque policy

Political turmoil and social instability management due to changes in China’s leadership

Occurrence of a pandemic due to the emergence of a virus or bacterium that is highly
infectious to humans

Negative impact caused by the occurrence of large-scale earthquakes and volcanic eruptions,
increased frequency of extreme weather events and natural disasters, and impairment of
natural capital
Lack of preparedness against cyber attacks and | Increase in national-level cyber attacks and damage to critical infrastructure, and

Outbreak of serious infectious disease

Disasters such as large-scale earthquakes,
storms, and floods

financial crimes diversification of attack methods

Changes in industrial structure due to Decrease in our competitiveness due to the rapid digitalization of financial services (fintech,
technological innovation digital currencies, etc.)

Inadequate responses to climate change risk Deterioration of reputation and occurrence of stranded assets due to inadequate efforts to
and environmental issues reduce GHG emissions and to conserve natural capital

Deterioration of reputation due to inadequate response to forced labor, racial discrimination,

Inadequate responses to human rights issues etc

Deterioration of reputation due to inadequate responses to gender issues and work-style

Improper labor management retorm

Miscoqdud such as an employee’s inappropriate, Administrative disposition or reputational damage due to inadequate actions or serious

behavior breaches of regulations by employees
Inadequate improvement in the operational Significant negative impact on customers and reputational damage due to data breaches and
resilience system system failures

Inadequate preparedness for heightened

= 2 Administrative disposition and reputational damage due to inadequate AML/CFT controls
regulatory and supervisory scrutiny

Restriction on business operations and decreased competitiveness due to a lack of headcount

Difficulty in securing human resources S
and specialized human resources

(Note)The above items are only some of the risks recognized by the SMBC Group. Certain risks other than those stated
above could also have particularly adverse effects on our corporate management.

Clas sfication of nature-related risks

SMBC Group organizes even texamples for physical r sks and transition r sks by
dependence and impact. For detai s| refer to the “Examples of r sk even & related to

nat tal capital by key risk category” in “Section 3. Strategy” on page 12.

(2) Process for managing nature-related risks

SMB CGroup cur &n ty manages nat te-related r sks by focusing on ho wto respond
tot B impact t ht customers have on nat tal capital. To date, we have iden ified the
impact our customers have on nat tal capital as wel &st b envi anmen tand society

including cl mate change and h unan r gh &, and u tided such u m™erstanding to manage
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our non-financial r gks. As part of this process, we confi m customers’ compl ance wit h
laws and regulations related to t B envi anmen tand thei ef drts to vard protecting

nat tal capital, and consider response measures in case t hy are inadequate.

Going forward, we wi Isirvie to establsh systems to manage r sks related to
customers ‘dependencies on nat tal capital, and w ork on advancing our measures to

manage t B impacts on nat tal capital.

Duedi lemce

In SMB C Group’s Group Credit Policy, which con ains overal Ifinancing pol cy,
guidel nies and rules, t B Group declares not to extend any credit considered
problematic in terms of publ ciresponsibi tly,ior which may have a negative impact on

t B envianmen t

Sumitomo Mitsui Banking Corporation, which handles t B Group's core credit
operations, obtains non-financial information from customers and ut 2e$ it
qual tatively in credit operation, as explained below. Moreover, by conducting
envi anmen &l and social r sk asses men & on specific transactions, it proper y iden fifies

envi anmen &l and social r sks and manages them t hough per ddic monitor rig.

4-2 Due diigence flow chart

* The eligibility of support is confirmed from the beginning based on
our Credit Policy, which explicitly states that we do not extend any
credit that might be detrimental from the viewpoints of public
discipline and social value, or any credit that might have a significant
negative impact on the Earth’s environment.

Consideration of the propriety of
support based on the Credit
Policy
(All financial support is subject to
the Credit Policy)

© Policies for each business and sector are established to clarify the
type of support that is prohibited and the scope for the

o o environmental and social risk assessments to be conducted.
Consideration of ® When financing large-scale projects, environmental and social risk
support assessments (due diligence) are conducted by the Corporate

Sustainability Dept. after gathering information from the relevant
sales offices, in accordance with the Equator Principles.

Sales offices confirm non-finandal information from customers and the
environmental and social impact of their business activities, and share
their findings with the Credit Dept.

The Credit Dept. utilizes this information as a qualitative decision factor
for credit management.

Execution of support by taking
environmental and social impacts
into consideration

sa|dpuLld 103eNb3 33 LM 3DURPIODDR
U| JUSLUSSISSE Y{SLI [BIDOS pUE [ejusWUoIAUg
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After execution

* We continuously engage with customers after execution to gather non-
finandal information and clarify their attitude toward potential risks.

* Among projects on which environmental and social risk assessments
Monitoring through engagement have been conducted in accordance with the Equator Principles,
with customers monitoring is carried out by the relevant sales offices over the life of
the loan for those that may present significant environmental and
social risks. When incidents such as violation of covenants occur, the
Corporate Sustainability Dept. supports the sales offices.

Grasping non-financial information

At  Sumitomo Mitsui Banking Corporation, we recognize our customers
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envi anmen &l and social impacts from t Bi busines sactivities by understanding not
only t Bi financial information, bu talso non-financial information represen &d by ESG,
by engaging in dialogues wit ht Bm. Targeting certain major customers subject to
pol cies for specific sectors and businesses, we grasp t b status of thei responses to
envi anmen &l and social r gks, including r sks related to cl niate change and nat tal
capital, using t B “ESG Risk Summary Sheet.” and employ this information as a
gual tative factor in credit operation. In paralel to t Is, envi anmen &l and social risk
asses men & based on t B Equator Prriciples are also conducted, making our due

di denhce even more sophisticated and broad reaching.

In terms of managing r gks related to impacts on nat wal capital, we confi m the
stat & of customers’ envi anmen &l and social management systems that are used to
grasp and manage environmen &l impacts, including impacts on nat tal capital, as well

ast hBi regulatory compl ance status.

Int B TNFD Framew ok, businesses t ht conduct activities in areas under water
stress’ are recommended to explain t b relationship betweent hi busines snd water.
When consider rig water stress from t b perspective of r sk managemen { for
customers who enjoy the benefits of ecosystem services der vied from water such as
use of surface water and grou il water, water stres sesulting from the impai ed value

of water could become an impedimen ttot bi busines son in uty.

Going forward, SMB CGroup wi ktt vie to recognize r sks related to water stres snore
accurately. Moreover, we wi Mlork on advancing our r Sk managemen tby consider rig
ways to understand how customers who are considered to be heavi yldependen ton
water are addressing water stress, and to quantitatively measure t b poten tal impacts

to SMB CGroup related to such water stress suf dred by customers.

By gat brrig non-financial information, we wi Idé @en t B qualty of engagemen §
wit hcustomers concerning ESG r gks, actively support t Bi envi anmen &l and social

efforts, and w ork together to ad dess r skst ht are a cause for concern.
Assessmen tof envi anmen &l and social r sks

SMBC adopted the "Equator Prriciples,” a set of guidelnies developed by
pr viate-sector financial instit uans for managing envi anmen &l and social r sks, and
conducts envi anmental and social r sk as es men s t hough due di dehce when

financing large-scale developmen tprojects.

" Asituation where it is dif i€ult to secure water resources as the demand for water exce @s the sup py
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In t B proces sof conducting envi anmen &l and social assessmen &, we check ho w
conservation of biodiversity and sustainable use of nat tal and biological resources are
managed in each project, by refer ng to t B “Equator Prrciples” and the
Envi anmen &l and Social Performance Standards establshed by the In ernational
Finance Corporation (IFC). Through t Is process, we as 8s ghe impacts of each project

on nat tal capital.

In projectst ht con t bhu & to cl miate change cou nermeasures, such as renewable
energy projects, if poten tal negative impacts on nat tal capital and biodiversity are
an icipated, the trade-of felationship between cl mate change cou riermeasures and
nat tal capital conservation wi Ibé considered. SMB CGroup con tols such negative
impacts t hough approprdte envi anmen &l and social rgk asses men s, and
implements initiatives t At algin t B di ection of cl mate change cou nermeasures and

nat tal capital conservation.

Pol cies for specific busines &s and sectors

SMB CGroup is in toducing pol cies for specific businesses and sectors that are | kiely
to have significan timpacts on the envi anment and society. These policies are rol ed
ou tto SMB CGroup companies, including SMBC, SMB CTrust Bank, Sumitomo Mitsui
Finance and Leasing Company and SMB CNik k Secur ties, in | nie wit i Bi busines s
models.

For businesses and sectors t ht are considered to have impacts on nat tal capital
and biodiversity, SMBC Group confi ms t hi stat & of complance wit hregulations
t At aim to reduce t b impacts on the ecosystem.
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Figure 4-3 Sector sand busines &s that a e considered to have impacts on

natural capital

Nature
Conservation
Areas

Palm Oil Plantation
Development

Deforestation

Hydroelectric
Power Generation

Policy

The SMBC Group does not provide support for new projects that are perceived to have a significant
negative impact on wetlands specified in the Ramsar Convention and UNESCO-designated World Natural
Heritage sites.

Policy

For palm oil plantation development projects, we provide support only after having confirmed that they
have been certified by the Roundtable on Sustainable Palm Oil (RSPO), which is given for palm oil
produced in consideration of the environment and society, that forest resources and biodiversity are
protected when new plantations are developed, and that there are no human rights violations, such as
child labor. For those customers that have not yet been certified, we encourage and support them in
obtaining RSPO certification, and request them to submit a certification acquisition plan.

If they do not have a plan to obtain RSPO certification, we encourage them to do so and request that they
respond under the same standards as RSPO in the meantime.

We require our business partners to publicly declare their compliance with NDPE (No Deforestation, No
Peat, No Exploitation), and encourage them to enhance supply chain management and improve
traceability so that their supply chain partners will also obtain RSPO certification and comply with NDPE.

Policy

For any business involving deforestation, we provide them with support only after having confirmed that
there is no illegal deforestation, burning, or illegal labor in accordance with the laws and regulations of
each country.

In particular, we require large-scale plantation*1) development projects to publicly declare their compliance
with NDPE.
*1 Targeting farms of 10,000 ha or more (e.g., projects aimed at cultivating soybeans, natural rubber,
coffee, etc., or using them as grazing land for livestock)

Also, when we provide support to any business involving forest management businesst*2 in countries
other than high-income OECD countries, we require them to obtain FSC (Forest Stewardship Council)
certification or PEFC (Programme for the Endorsement of Forest Certification Scheme) certification, and to
publicly declare their compliance with NDPE.

For those customers that have not been certified, we encourage and support them in obtaining
certification, and request them to submit a certification acquisition plan. We also encourage them to
enhance their supply chain management and improve traceability so that their supply chain partners will
also obtain FSC or PEFC certification and comply with NDPE.
*2 Forest management business refers to any business that grows and manages forests and cuts down
trees to harvest and sell timber. Businesses that cut down trees only to conserve forests (forest
thinning) and not for the purpose of harvesting and selling timber are not subject to this policy.

In addition, when considering financing for any large-scale project not limited to above-mentioned
projects, we strictly conduct environmental and social risk assessments as per the Equator Principles, while
closely monitoring the applicant's stance on the following points: impact on virgin forests and ecosystems
and mitigation measures for the foregoing; inclusion of peatland development; consideration for workers
and local residents, etc.

Policy

For those cases in which financing is used for hydroelectric power generation projects, the SMBC Group
carefully monitors whether appropriate mitigation measures against the impact on biodiversity and local
communities caused by resettlement have been implemented, and conducts environmental and social risk
assessments when it considers granting loans.

Understanding of the Sector/Business

As the transition to a decarbonized society progresses, hydroelectric power generation will play a greater
role in power supply. However, when constructing a hydroelectric power plant, it is important to consider
the impact on biodiversity associated with dam construction as well as on local communities due to
resettlement.
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5. Metrics and Targets

SMB CGroup has set a goal to execu & JPY 30 tr ioh Inisustainable finance (of which
JPY 2 0tr ioh isigreen finance) over 1 Oyears from FY20 D to FY2 0 2. We str e to
conserve nat tal capital by actively supporting gre @ projects t At con thu & to
decarbonization, which accou nst for t B majorty of sustainable finance, t hreby

con t bu tng to t B mitigation of cl mate change.

Going forward, we wi kdn tn e to consider indicators and targets to sho wt b extent
to which our ef drts toward decarbonization and ef drts to help our customers achieve

nat te-positive con t dute tot B conservation and restoration of nat tal capital.

Figure 5-1 Metrics and ta gets related to promotion of sustainable business

< . i, -<4 ) . Targets
2030
Sustainable finance JPY 2.8 JPY 5.4 Cumulative:
Promote | execution amount trillion trillion JPY 30
sustainabl trillion
e business B i, s 2030
frarce ! JPY 2.5 JPY .5.0 Cumulative:
- trillion trillion JPY 20
execution amount s
trillion
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6. Moving Forward

To address issues surrou ming t B Earth’s envi anmen t SMB C Group has been
advancing its ef drts to achieve net-zero emissions by actively w orking on a cl niate
change response and establ shing a transition plan. Ont & ot Br hand, consider rig the
var dus in erfaces wit hh unan |fé in t B Earth’s envi anmen tt ht ar e under the
dependency betwe @ clmate change and nat wal capital, we beleve t ht
envi anmen &l rsks t ht can ot be addressed simply by taking measures against
clmate change as wel ks envi anment-related gro w hopport uities may start to
mater dl ze as business activities become more sophisticated and social transformation
advances.

To address t hse r sks and op prt uities in a flexible manner, SMB C Group wil
accelerate its efforts against cl mate change and advance its strategy by conducting
more detai ed analyses on t b relationship betwe @ nat tal capital and the Group’s
business activities. Based on t Is strategy, we wi bkelt quan ttative goalst ht we should
pursue as SMBC Group, advance our r sk managemen tto achieve these goals, and

support nat ve-positive efforts.

In order to implement t bse ef drts, we believe it is importan tto addres sissues
related to nat tal capital in co @eration wit hour stakeholders, including our customers,
after gaining t bi © merstanding regarding how we deal wit at tal capital t hough
our busines sand our under yling approach. Ast B TNFD Framew ok is expected to be
final zed in September of t s year, we wi kdn in & to per ddical ylreview and en tance
t B information we disclose, and con thu & to t B conservation and restoration of

nat tal capital whi el constructively engaging wit hour stakeholders.
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Ap pendix 1. Definitions of terminology

The Definitions for “nat tal capital”, “ecosystem services”, and “Impact dr vers” in

t ks report are as fol ows. These definitions are based on t b terminology organized
by t B UNEP-WCMC, which leads the developmen tof “ENCO Re”.

Figure App-1 Definitions of natur &capital a sets

Natural capital

Definition

The atmosphere is the mass of air surrounding the earth. It's components (such as

Atmosphere oxygen) and it's processes (such as temperature regulation) support a number of
essential ecosystem services.
Habitats refer to the conditions of the environment necessary for life to prosper. These
conditions vary widely between species but can include such elements as water and food
Habitats availability, temperature range, or absence of predators. Habitats can be defined very

narrowly for one population of a particular species or more widely by type such as
forests or coastal habitats that host many different species.

Land geomorphology

Land geomorphology describes the structure of the land, such as mountains and valleys.
Land geomorphology supports the provision of regulatory services, like erosion control.

Minerals

Minerals are naturally occurring compounds produced by substances other than living
beings, such as metals and nonmetallic substances. Ecosystem services such as soil
quality are maintained by an abundance of minerals.

Ocean geomorphology

Ocean geomorphology describes the structure and shape of the seabed, such as
continental shelves and slopes.

Soil and sediments

Soil and sediments are the layers of the Earth's surface. They comprise top-soil, sub-soil
and ocean sediments, and support a number of regulatory services such as climate
regulation and erosion control.

Species includes plants, animals, fungi, algae and genetic resources. An abundance of

Species species is referred to as biodiversity, and a wide range of ecosystem services are
supported by biodiversity.
Water Water refers to water in general, such as surface water, ground water, ocean water,

fossil water and soil water.
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Ecosystem services

Animal-based energy

Figure App-2 Definitions of ecosystem services

Definition

Physical labor provided by domesticated species, including oxen, horses, donkeys, goats
and elephants.

Fibers and other materials

Fibers and other materials from plants, animals, and algae. This includes wood, timber,
and fibers, as well as material for production such as cellulose, cotton and dyes, and
material for fodder and fertilizer.

Genetic materials

Deoxyribonucleicacid (DNA) in all living organisms, including plants, animals and algae.

Ground water

Water stored underground in aquifers made of permeable rocks, soil and sand. Water
that originates from rainfall, snow melts and water flows from natural freshwater
resources such as lakes and rivers.

Water provided through freshwater resources from collected precipitation, lakes and

Surface water )
rivers.
Nurservhabitats A nursery habitat provides a place for larvae from particular species to grow. It creates a
24 place that protects larvae from predators, such as coral reefs and algae in the ocean.
Pollinating functions provided mainly by three elements: animals, water and wind. The
Pollination majority of plants depend to some extent on pollinators such as insects or the pollination
function of water or wind for reproduction.
. . Soil quality such as fertility and soil structure maintained through weathering, nitrogen
Soil quality o iy 5 At
fixation, nitrification and mineralization processes.
Air purification function provided mainly by plants. It prevents the accumulation of
Ventilation harmful substances such as airborne bacteria and molds, and reduces long-term health

hazards to living organisms.

Water flow maintenance

A function that enables circulation of water through the Earth’s atmosphere, land, and
oceans. It is responsible for maintaining ground water and surface water flows.

Water quality

The function of maintaining freshwater (e.g., rivers, streams, lakes and ground water
sources) and oceans in a quality that is favorable to the local ecosystem.

Ecosystem services

Bio-remediation

Definition

Decomposition, reduction and/or detoxification of contaminants by organisms such as
micro-organisms, plants, algae, and some animals.

Dilution via the atmosphere and
by ecosystems

Dilution of gases, liquids and solid waste produced by human activities by water, both
fresh and saline, and the atmosphere.

Filtration

Filtering, sequestering, storing, and/or accumulating pollutants by a range of organisms.

Mediation of sensory impacts

Reduction of noise and light pollution through vegetation.

Buffering and attenuation of
mass flows

Transportation and storage of sediment by rivers, lakes and seas through buffering and
attenuation of mass flows.

Climate regulation

A climate regulation function provided through the long-term storage of carbon dioxide
in soil, plant biomass, and the oceans.

Disease control

Disease control functions in animals, plants and humans.

Flood and storm protection

Flood and storm protection provided by the sheltering, buffering and attenuating effects
of vegetation such as forests.

Mass stabilization and erosion

A function of stabilizing terrestrial, coastal and marine ecosystems, coastal wetlands and
dunes through protection of vegetation such as forests.

control Vegetation on slopes prevents avalanches and landslides, and mangroves, seagrass and
macroalgae protect coasts and sediments from erosion.
Pest control Pest control through appropriate maintenance of ecosystems.
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Figure App-3 Definitions of impact drivers

Impact drivers

Disturbances

Definition

Impact caused by noise or light pollution at a high intensity or over a
long period of time

Freshwater ecosystem
use

Impact caused by construction of bridges, dams, and flood barriers,
etc. in freshwater ecosystems such as wetlands, ponds, lakes,
streams, rivers or peatland

GHG emissions

Emissions of GHG such as carbon dioxide (CO2) and methane (CH4)

Marine ecosystem use

Alteration of marine ecosystems due to the development of
aquaculture and seabed mining fields

Non-GHG air pollutants

Air pollution caused by pollutants other than GHG

Use of other resources

Extraction of minerals, and hunting of wild fish and mammals, etc.

Soil pollutants

Contamination of soil by waste, etc.

Solid waste

Impact caused by the disposal of waste by classification (i.e.,
nonhazardous, hazardous, and radioactive), by specific material
constituent (e.g., lead, plastic), or by disposal method (e.g., landfill,
incineration, recycling, specialist processing)

Terrestrial ecosystem use

Alteration of terrestrial ecosystems due to the development of
agricultural fields, commercial forests and mines, etc.

Water pollutants

Impact caused by the emission of contaminants

Use of water

Impact caused by the use of ground water and surface water
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Ap pendix 2. Water usage and waste volume of
the SMBC Group

We str vie to reduce our impacts on nat tal capital by measur rig our water usage and
waste volume and by working to reduce t Bm.

Figure App-4 Water us @e and wa $e volume of the SMBC Group

Metrics (KPI) Y2029 Fy2021
results results
2,151
2,193 !
Water Water and sewage hetsand e thoﬁffnd
i |
usage .
Conversion to GHG 084t-CO2 | 948t-CO2
emissions
Total amount 712t 682t
Waste
volume™? | Of which, amount
reused, recycled or 543t 507t
sold

*1 Results for FY2020 include the results of major domestic offices of Sumitomo Mitsui Financial Group, Inc. and its nine major group companies
{Sumitomo Mitsui Banking Corporation, SMBC Trust Bank Ltd., Sumitomo Mitsui Finance and
Leasing Company, Limited, SMBC Nikko Securities Inc., Sumitomo Mitsui Card Company, Limited,
SMBC Finance Service Co., Ltd., SMBC Consumer Finance Co., Ltd., The Japan Research Institute, Limited, Sumitomo Mitsui DS Asset Management Company, Limited),
and results for FY2021 include the results of major domestic offices of Sumitomo Mitsui Financial Group, Inc. and its eight major group companies
(Sumitomo Mitsui Banking Corporation, SMBC Trust Bank Ltd., SMBC Nikko Securities Inc., Sumitomo Mitsui Card Company, Limited,
SMBC Finance Service Co., Ltd., SMBC Consumer Finance Co., Ltd., The Japan Research Institute, Limited, Sumitomo Mitsui DS Asset Management Company, Limited).

*2 Targets the four headquarter buildings of Sumitomo Mitsui Banking Corporation (Head Office, East Tower, Osaka Head Office, and Kobe Main Office)
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