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Editorial policy

. The CSR Report 2014, as with the previous edition, consists of a full report, a digest report, and four feature booklets on Climate Change, Natural
Capital, Responsible Investment, and Environmentally Friendly Property. We have published a digest version of our CSR report along with feature
booklets so that readers can gain a deeper understanding of our Group’s proactive initiatives. You can visit our website to view our other CSR initiatives.

http://www.smtb.jp/csr/

| * This booklet introduces various initiatives and activities by our Group, led by Sumitomo Mitsui Trust Bank (SUMITB).




Who is “SuMi TRUST"?

Largest Japanese Asset Manager
AUM of USD 497 billion s of Jure 30, 2014)

Leading Asian Asset Manager

* A subsidiary of Sumitomo Mitsui Trust Holdings, Inc. (code: 8309), the
largest trust bank in Japan, also offering retail and wholesale financial
services, and real estate services

* Growing global client base as well as expanding global fiduciary
capabilities

t3 SuMi TRUST

"SuMi TRUST" is the marketing name of the Sumitomo Mitsui Trust Group.
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Responsible Investment

Breakdown of Asset Under Management

We have the largest asset under management sourced in Asia. The majority of our clients are prominent public pen-
sion funds and corporate pension funds in Japan. Our total AUM as of June 30, 2014 was USD 497 billion, of which

USD 105 billion was invested in Japanese equities.

Our AUM from international investors is increasing, and we primarily provide them asset management and prop-
erty investment services. This booklet mainly introduces our commitment to responsible investment in the asset

management of the Fiduciary Services Business.

Client Type USD bin

Public Pension Funds 258
Corporate Pension Funds 209
Other Institutional Clients 27
Other 3
Total 497

Data source: Sumitomo Mitsui Trust Bank (as of June 30, 2014)

52.0%
42.1%
5.4%
0.5%
100.0%

Other

Public Pension
Funds

Other
Institutional
Clients

52.0%

Corporate Pension Funds



Japanese Equities 105
Foreign Equities 80
Japanese Bonds 197
Foreign Bonds 53
Alternative 16
Other 45
Total 497

21.2%
16.2%
39.7%
10.6%
3.3%
9.1%
100.0%

Alternative

Foreign Bonds

Japanese Equities

Foreign Equities

Japanese Bonds
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Responsible Investment

Group Overview

v
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P, 4 SUMITOMO MITSUI TRUST HOLDINGS

Listed on the Tokyo Stock Exchange First Section and included in the Nikkei 225

Originated in 2011

Sumitomo Mitsui Trust Bank, Limited

Fiduciary Services

Nikko Asset NewSmith Asset
Management Management

Man/FRM

Data source: Sumitomo Mitsui Trust Bank (as of December 31, 2014)

Retail Wholesale Asset Management/Custody/ Stock Transfer Agency
Pension Plan Structuring/ Services
Pension Plan Administration
\
Sumitomo Mitsui Trust (Hong Kong) Limited
Hong Kon
( Subsidiaries, Affiliates, Partners ] 9 9

[ Asian Equity Research/Investment Management ]




Real Estate

Real Estate Brokerage/ @bl Vs
Real Estate Securitisation/

Real Estate Consulting

International Sales/Client Support

Mutual Funds/
Investment Advisory/
Investment Trust Management

Standard Life Investments
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Responsible Investment

Our ESG-themed Initiatives

Creating Shared Value through Strategic CSR

“Creating Shared Value” is the concept of companies creating social value by addressing society’s needs and chal-
lenges while simultaneously creating their own economic value.

Sumitomo Mitsui Trust Group's (the “Group”) pursuit of CSV is based on its Management Principles (“Mission”),
Ideal Model (“Vision”), and Codes of Conduct (“Values”), as well as its Sustainability Policy—its basic policy on social
responsibility. These policies clearly reflect our attitude toward the creation of economic and social values. The ini-
tiatives are driven by the commitment of the top management.

Process of Creating Shared Value

The Creation of
Shared Value

Sustainability Policy

(1ISO 26000) :
C|p|es for ﬁni.ted
ancial Action Nations
in the 21st — Global
Century Management Principles, Compact

Ideal Model, Code of Conduct
(Dedication and Development)




Global ESG Meeting

As a trust bank, we operate in a wide range of business. SUMITB is wholly committed to ESG activities under the
guidance of the Corporate Planning Department.

At the global ESG meeting, representatives of each business division discuss ESG issues and related activities
in each area, along with industry trends. The aim is to realize “Creating Shared Value” by our Group. The meeting
is attended by the relevant staff of the CSR Promotion Office at the Corporate Planning Department, the Fiduciary
Services Business, Stock Transfer Agency Business, Environmentally Friendly Property Business, and Wholesale
Financial Services Business. Through the global ESG meeting, asset management staff obtain deeper insights into
the commitment to ESG in line with global requirements in the asset management business. They leverage this
acquired knowledge in their duties.
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Responsible Investment

Global Collaboration and Educational Activities

The Group has signed on to various international guidelines and principles involving corporate conduct. It has ac-

tively involved itself in the formulation of international standards in cooperation with international organizations,

foreign companies and NGOs, while it implements such activities.

Accession to the United Na-
tions Environment Programme
Finance Initiative (UNEP FI)

The UNEP Fl is an international network that encourages
financial institutions to take action to preserve the environ-
ment and to make development sustainable. The Group has
proactively supported UNEP Fl ever since it became the first
Japanese trust bank to sign on to it in October 2003.

Participation in the UNEP FI Property Working
Group (UNEP FI PWG)

The UNEP FI PWG is one of the working groups formed by sig-
natory institutions of the UNEP FI to promote property finance
that facilitates sustainable development, namely Responsible
Property Investment (RPI). In addition to joining the working
group in June 2007, the Group became a member of the me-
dia team that promotes RPI and conducts activities as one of
its leading members.

Innovative financing for sustainability

Capital
Declaration

Financial secior imadenivg on natural cagdsl

The Natural Capital Declaration II Natural

Sumitomo Mitsui Trust Holdings (SuUMIHD) became a signatory to
the Natural Capital Declaration proposed by the United Nations
Environment Programme Finance Initiative (UNEP FI) at the United
Nations Conference on Sustainable Development “Rio+20" held
in Rio de Janeiro in June 2012. Sumitomo Mitsui Trust Holdings is
the only financial institution in Japan to have signed the declaration.

Accession to the Principles for - PRI
Responsible Investment Emnm

The Group companies became a signatory of the Principles
for Responsible Investment, which were jointly established by
the U.N. Global Compact and the UNEP FI. These principles
require institutional investors and fund management institu-
tions to give consideration to ESG (Environmental, Social,
and Governance) factors when making investment decisions.



Signing of a Leadership Declarationun- ~_ BIC DIVERSITY
der the Busi d Biodiversity Initia- " S2®D

er the Business and Biodiversity Initia- " c@mpany
tive “Biodiversity in Good Company” e

At the ninth meeting of the Conference of the Parties to the
Convention on Biological Diversity held in May 2008 in Bonn,
Germany, the Group, together with 33 other companies from
around the world, signed a leadership declaration under the
Business and Biodiversity Initiative “Biodiversity in Good
Company,” which was led by the German government. Since
that time, we have been playing a role as a leading company
in this field and making proactive efforts to address this issue.

Signing the United Nations
Global Compact (UN Global Compact)

WE SUPPORT
The UN Global Compact, proposed by former UN Secretary-
General Kofi Annan, is a code of conduct regarding human
rights, labor, the environment, and anti-corruption. Signatory
companies are called on to take measures to implement the
compact. In July 2005, the Group signed the compact, becom-
ing the first Japanese bank to do so, and declared its resolve
to act as a good corporate citizen by complying with and pro-
moting the code of conduct. The Group also became a mem-
ber of the Global Compact Japan Network (GC-JN), in which
signatory companies of the UN Global Compact participate.

Membership in Business for Social
Responsibility (BSR)

BSR

BSR, based in the United States, is an organization that pro-
motes CSR, and it is engaged in the development of sus-
tainable business strategies through collaboration with more
than 250 member companies all over the world. In January
2010, the Group became a member of BSR and receives
various forms of support in promoting CSR that is specific to
business, such as the dissemination of information on global
trends relating to sustainability.

Formulation and Practice of “Principles for Finan-
cial Action towards a Sustainable Society” (Princi-
ples for Financial Action in the 21st Century)

The Group has been actively involved
in the formulation of the Principles for
Financial Action in the 21st Century.
These principles aim at concrete action
toward creating a sustainable society
jointly taken by Japan’s major financial
institutions. As the current chair of the
steering committee, we are pressing
ahead with efforts to coordinate the
signatories and to ensure the wide-
spread adoption of these principles.
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Responsible Investment

10

Global Collaboration and Educational Activities

Doing Our Part to Develop a Global RI (Respon5|b|e Investment) Market

All of our group companies are PRI sig-
natories, and we have co-chaired the PRI
Japan network since 2010. In September
2014, at the annual PRI conference held
in Montreal, Canada, we introduced our
activities in Japan.

The SuMiHD Group is also a member
of the Global Compact Japan Network
(GC-JN), an organization in which UN
Global Compact signatories in Japan
participate. We have co-chaired the

“SRI subcommittee” along with Daiwa

Institute of Research and Daiwa Securities since 2011, and held a number of seminars. We will continue to distribute
information related to responsible investment widely through a range of channels such as seminars, ESG case stud-
ies and investor information services, which are a part of securities services operations.



Participating in ICGN Conference in Tokyo

The International Corporate Governance Network (ICGN) conference in
Tokyo took place on March 3 and 4, 2014, under the auspices of Japan
Exchange Group, Inc. The ICGN is a non-profit organization formed by
institutional investors, who are its main members. Since its establish-
ment in 1995, it has developed as a global organization made up of
leaders in corporate governance. It now has approximately 600 mem-
bers, including many global investors.

In addition to supporting the conference as a main sponsor, SUMITB
also participated in a panel discussion on the first day of the conference.

Participating in Rl Asia Annual Conference

An annual conference of Responsible Investor (Rl) Asia took place in
Tokyo for the first time on March 5 and 6, 2014. The conference fea-
tures socially responsible investment and is held annually in the United
States, Europe and Asia. Lectures and panel discussions covered global
forecasts on sustainable corporate growth, responsible investment and
ESG investment. In addition to supporting the conference as a sponsor,
SuMiTB also participated in a panel discussion.

JUsW)SaAU| B|qisuodsay
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Changing Global Investment Environment

Growing Interest in Environmental, Social and Governance (ESG) Issues

Recently, as more people call on companies to fulfill their corporate social responsibilities, the investment com-
munity increasingly sees environmental, social and governance (ESG) issues on a global basis.

The number of institutional investors who became signatories of Principles for Responsible Investment (PRI) has
been steadily increasing over the years, now totaling over 1,000 institutions, with total AUM of USD 45 trillion. There
has been a clear trend in the investment industry to commit itself to ESG issues and cooperate with each other
through PRI and other organizations.

(USD tln)
50 1,500

=== Number of signatories (Right)

40 — W AUM (Left) / 1,200
30 900

20 / 600
0 0

Apr.06 Apr.07 Apr.08 Apr.09 Apr.10 Apr.11 Apr.12 Apr.13 Apr.14

Source : PRI



Global Trends in Engagement

Given growing interest in ESG issues, the number of cases where investors engage with companies on ESG themes
is increasing around the world. PRI also offers a clearinghouse service where signatories can collaborate on engag-
ing management via an online platform.

Number of engagements per year through the PRI Clearinghouse
120

B Number of engagements
gag

2006 2007 2008 2009 2010 2011 2012 2013 2014
(2014 engagements are
calculated on an annualized basis)

100

80

6

o

4

o

2

o

o

Source : PRI, Sumitomo Mitsui Trust Bank
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Capital Market Reform in Japan

Capital Market Reform as Part of the Growth Strategies of Abenomics
The Japanese government has been committed to a national effort to drive speedy capital market reform since the
Abe administration came to power in December 2012. Each ministry and agency is implementing relevant policies
in each area of responsibility in coordination with counterparts.

The final goal of the capital market reform is to create a virtuous economic cycle by improving ROE and corpo-
rate governance at companies, for which various measures have been adopted.

Capital Market Reform Measures Conducted by Each Ministry

The Japanese government is working on capital market reform nationwide, with ministries
working together with elected officials on implementation.

Launch of JPX-Nikkei Index 400

, ) Cabinet JPX et ev s nen e sen e n e et

Japan’s Stewardship Code Office TSE ROE, Corporate governance
Corporate Governance Code (Spring 2015) Financial Nikkei
Engagement Services

EJETE] Ito Review of Competitiveness and Incentives

for Sustainable Growth-Building Favorable Re-

GPIF Reform Nﬁ;hf Cabinet Mf lationships between Companies and Investors—
Ripple effects through manager (L Il;lealth, d Er%%r]eog;‘\}é Proposal to strengthen competitiveness and
selection and new indices awce,ﬁ;;f: capital markets in Japan

Indust
naustry,

/Ministry of\ Corporate Law Reform

Principles for Financial Action for the 21st Century the rE\re“l{ni{on-

Promote information dissemination within the
financial industry

Ministry

of Justice Legal obligation for listed companies to ex-

plain if no external member is appointed to
their board of directors



Four Initiatives of Capital Market Reform

Three measures have already been implemented, namely the introduction of Japan's Stewardship Code, GPIF

reform and adoption of JPX-Nikkei Index 400.

The Corporate Governance Code is also scheduled to be introduced in 2015, and the capital market reform is

driven by four initiatives.
Japan's Stewardship Code

Principles of conduct for institutional investors

® Promotion of “constructive dialogue” between institutional investors and
companies

e Driving sustainable growth by conducting shareholder-oriented corporate
management

e Seven principles of conduct, Number of signatories: 160 (as of Aug 2014)

® Requesting institutional investors to “Comply or Explain” (comply with the
principles or explain the reason for non-compliance)

Corporate Governance Code

Principles of conduct concerning the
corporate governance of corporations

e Principles concerning the corporate governance of listed companies

¢ Organization of content by the Tokyo Stock Exchange and the Financial
Services Agency at the forum of distinguished experts

e Participation of OECD as advisor

¢ Scheduled to be formulated in the spring of 2015, requesting companies
to "Comply or Explain”

GPIF Reform

Allocation of assets to Japanese equities and
adoption of the new mandate
e Shift from government bond-oriented portfolio toward risk assets such as
Japanese equities
e Adoption of additional indexes (three, including JPX-Nikkei Index 400)
e First-time adoption of engagement fund focused on sustainable growth

JPX-Nikkei Index 400

An incentive for corporations to enhance ROE

¢ New index launched in January 2014

e Selection of composite companies for index based on their ROE and
corporate governance

e Adopted by GPIF as a new index, attracting attention of international investors

e Selection into this index provides the Japanese companies with an
incentive to improve management

JUsW)SaAU| B|qisuodsay

15



Responsible Investment

16

SuMiTB’s Commitment to ESG as an Asset
Management Company
Equity Analysts at SUMITB

Framework

The Investment Research Department at Sumitomo Mitsui Trust Bank has many analysts with over 10 years of expe-
rience that thoroughly covers all sectors. They conduct well over 10,000 interviews a year. Having consolidated the
functions of the credit analyst team since 2014, the department has a research framework that pursues synergy
effects from multifaceted viewpoints such as macro, micro, equity and debt.

ESG Activities by Equity Analysts

Main driver of the engagement activities

Through signing Japan’s Stewardship Code, we will be performing the engagement activities in a more systematic
way than in the past, and the main driver in these activities will be the analysts. Analysts engage in quality dialogue
with companies for sustainable growth from the perspectives of both business and governance, based on profound
understanding of the companies or sectors they manage. We will enhance medium- to long-term investment returns
by giving feedback on what has been discussed with fund managers.

ESG integration

In 2014, SUMITB launched an ESG integration that applies the ESG evaluation process to active funds, capitaliz-
ing on the insights earned through the management of Rl (responsible investment) funds over the past ten years.
Specifically, analysts assign ESG ratings with qualitative evaluation to each investing stock, by taking into account
the dialogue with management, and an intra-sector comparison on the basis of external data. Fund managers utilize
these measures when making investment decisions.



Four Pillars of SuMiTB'’s Initiatives

SuMiTB’s ESG initiatives in asset management comprise the Four Pillars, namely engagement, ESG ratings, ESG risk
assessment, and the exercise of voting rights.

We are working on our initiatives through capitalizing on the insights of fund managers and analysts into ESG
accumulated through more than ten years experience of operating Rl (responsible investment) funds. We also rely
on company research, analysis and qualitative evaluations by one of Japan'’s largest teams of analysts who specialize
in Japanese equities. We have outsourced basic ESG-related research and assessment on companies to The Japan
Research Institute, one of the leading think tanks in Japan. For engagement, we will be enhancing the framework by
utilizing the insights available from an external collaborative investing institution (Misaki Capital Inc.), in addition to
using our own internal framework.

SuMiTB's Efforts —Four Pillars for Exerting Influence on Japanese Companies

e Established a structure supporting the entire Japanese economy via asset management functions
e Using Four Pillars, SUMITB influences Japanese firms to change

SuMiTB
® One of the largest Japanese equity research teams with 25 analysts
¢ With 12 years average experience, our analysts have built up long-term rapport with companies

e Our team is far ahead of rivals with coverage relationships of at least 10 years with over 250 firms

ESG RISk

(as of October 31, 2014)

JUBWISaAU| B|qisuodsay
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Our ESG Engagement Policy

SuMiTB has introduced policies to actively engage investee companies in the belief that providing solutions to envi-
ronmental, social and governance (ESG) issues so as to develop a sustainable society will contribute to upholding
the best interests of the ultimate beneficiaries who entrust their assets to us. This policy is illustrative of the issues
and actions that serve as criteria for ESG engagement from the perspective of an asset management company.

SuMiTB's Actions with Respect to Environmental and Social Issues

¢ \We require investee companies to address global environmental and social issues, in line with the social good.
¢ In the event of a non-humanitarian act or other violations of the standards of conduct set out in the United Nations
Global Compact, we dialogue with the investee companies that committed the violation to request improvement.

Our Actions with Respect to Governance Issues

e |f it is determined that management discipline at investee companies is not working in the interests of shareholders as
a whole, we urge the investee companies to adopt internal governance measures to improve management discipline.
e In the event of management misconduct, such as violations of the law causing impairment to shareholder value, we
exercise our voting rights in a way that clarifies management’s responsibility and ensures the maintenance of legal
compliance. Furthermore, we assess compensation systems in which management shares with shareholders the ben-
efit of increasing shareholder value over the medium- to long-term, while demanding from investee companies active

disclosure and accountability that serves the interests of investors.



Our Policies on Initiatives for Domestic Companies

Engagement Activities Based on Japan's Stewardship Code

In February 2014, Japan'’s Stewardship Code was introduced by
the Financial Services Agency. The Code isintended to help insti-
tutional investors achieve expansion of medium- to long-term
investment returns by promoting greater corporate value and
sustainable growth through “purposeful dialogue” (i.e. engage-
ment) with companies. SUMITB had already been engaged in
this type of initiatives, but we developed a framework for shift-
ing to a more systematic operation, taking advantage of the
Code’s introduction. SUMITB's approach in engagement aims at
enhancing the corporate value of investee companies by pro-
viding them with motivation by giving opportunities to consider
and awareness of (expression of opinions) better management.
Engagement shall be carried out by one of Japan’s largest teams
of analysts who specialize in Japanese equities. Utilizing their
own insights, they will conduct quality dialogue with investee
companies focusing on their management challenges. Another
advantage of SUMITB s its trusting relationships with compa-
nies, which have built up over the years.

Engagement Activities

Investment

SuMiTB Company

¢ Improve performance Capital gains,
by increasing share Income gains
prices of investee
companies

® Reinvest profits
e Enhance corporate value
® Boost share prices

e Focus on trustee
interests

v
Sustainable growth of the Japanese economy

* For our response to Japan's Stewardship Code, please visit the
URL below.

http://www.smtb.jp/tools/english/asset/stewardship.html

JUsW)SaAU| B|qisuodsay
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Engagement Activities with Overseas Companies

ESG Monitoring and Engagement

SuMiTB is conducting engagement with related organizations on the specific agendas stated in the ESG engage-
ment policy. In addition, SUMITB has established the ESG Monitoring Committee chaired by the General Manager
of the Asset Management Department, for thoroughly keeping everyone up to date and for monitoring situations.

Moreover, SUMIHD participates in the clearinghouse run by PRI. We have, for example, started collaborating with
overseas signatories on engagement relating to water risks.

Engagement with Companies with Links to Anti-personnel Mines and Cluster Bombs

The issues of anti-personnel mines and cluster bombs are being addressed on an international level and from a
humanitarian point of view. These weapons disrupt the maintenance of peace and stability as well as restoration and
development in affected regions. Accordingly, the Ottawa Convention (1999) on the prohibition of anti-personnel
mines and the Oslo Convention (2010) on cluster bombs have been enforced in Japan. The global fund manage-
ment industry, meanwhile, is increasingly acting to cut off financial support to related companies by stopping invest-
ment in them in addition to discouraging production of these weapons.

In line with the above trend, SUMITB basically excludes companies that manufacture anti-personnel mines and
cluster bombs* from the portfolio of active management products. For companies involved in making such weap-
ons that are held in our passive management products, we are encouraging them through engagement activities to
suspend the manufacture of these weapons.

* On the basis of a list of companies prepared by Dutch NGO IKV Pax Christi in the report “Worldwide Investments in Cluster Munitions: a shared

responsibility.”



Introduction of ESG Ratings

ESG Evaluation for Management

ESG Evaluation in Active Management

SuMiTB's analysts evaluate the level of commit-
ment to ESG at each company and assign ESG
ratings by a three-grade assessment system
based on the intra-sector relative comparison.
With more than 10 years experience in manag-
ing Rl (responsible investment) funds, SuMiTB’s
analysts have a high level of sensitivity toward
ESG, and are thus capable to evaluate based
on the reality of Japanese companies. For basic
research, SUMITB utilizes external data available
primarily from The Japan Research Institute.

With respect to the rationale for ESG ratings
and the reasons behind changes, analysts are
sharing information with fund managers on a
timely basis.

As for companies with poor ESG ratings, the
analysts request those deemed to have partic-
ularly serious problems to make improvements
through engagement activities.

ESG Ratings

e Launched in 2014, utilizing insights and know-how based on over 10 years
experience with Rl funds, aiming at ESG-conscious stock selection

® Applying to active Japanese equity funds

Basic research by The Japan Research Institute-ESG Score
Assigning scores in the categories of E (environment), S (social) and G
(governance) to companies in each sector, based on the understanding of
SuMiTB's philosophy
Research through surveys to companies, CSR reports, checking media cov-
erage, interviews, etc.

\ 4

Qualitative evaluations by analysts of SUMITB
Capitalizing on the insights gained from in-depth interviews with top man-
agement and IR staff, as well as research and analysis over the years
SuMiTB's analysts are capable of making evaluations based on the reality of
the Japanese companies.

\ 4

{ ESG ratings J
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Our Initiatives in ESG Risk Assessment

Our Initiatives in the Risk Assessment Related to ESG

SuMiTB has launched an initiative in which highly relevant global ESG issues are identified in each sector, whereby
potential ESG risk associated with each stock in the respective sector is grasped. The objective is to prepare against

the downside risk in events related to ESG.

Under this initiative, we conduct monitoring as appropriate that reflects irregular risks whenever they arise.
We will confirm the stable operation of the initiative in Rl (Responsible Investment) strategy. We are expecting this

initiative to be applied to other products in the future.

Environment

Business

Ethics Competitors

b

Stockholders/
€ ' Consumers
Investors
| P
A
Community Employees
Supply
chain

e Global framework to identify and
analyze 40 ESG issues

e Our assessments reflect irregu-
lar risks as they materialize, with
monitoring as needed

® Employed as a way to engage
with our investee companies

(as of October 31, 2014)



ESG Integration (Management Products)

Adoption of the Four Pillars of SuMiTB's Initiatives into Fund Management

At SUMITB, we started ESG integration, which incorporates the ESG evaluation process into its active funds, from
2014. We will utilize the aforementioned Four Pillars of SUMITB's initiatives (engagement, ESG ratings, ESG risk
assessment, and exercise of voting rights) in making investment decisions on active management products of
Japanese equities.

The ways of considering ESG ratings differ by individual investment style. As for top companies held by a fund
or companies with low ESG ratings and thus considered to involve ESG risk, opportunities are arranged for analysts
and fund managers to discuss the ESG evaluations, which are used to refine our stock portfolio. Meanwhile, we will
proactively conduct engagement activities for the companies exposed to ESG risk.

ESG Integration

A system for applying ESG initiatives to our actively managed Japanese equity funds has been established

Responsible
Investment

P N P N P N P N P N

Value Growth Small Cap Long-Short

In our actively managed Japanese equity strategies, we apply the following: engagement, ESG
ratings, ESG risk assessments, and decision-making for proxy voting.

JuBWIsSaAU| B|gisuodsay
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Our Flagship Rl (Responsible Investment)
Strategy for Japanese Stocks
Three Steps for Our Rl Fund

Flagship Rl Fund for Japanese Stocks

The flagship Rl fund for Japanese stocks is one of the oldest responsible investment funds in Japan, having been
managed since 2003. Its stock selection focuses on ESG, and its degree of contribution to the improvement of
financial returns. Its distinguishing features are its insights of SUMiTB’s Rl fund management team along with basic
research by The Japan Research Institute.

The Japan Research Institute Chooses “Best-in-class” for Rl Universe

The Japan Research Institute, one of the most influential think tanks in Japan, conducts a survey covering 2,000 com-
panies to select “best-in-class” companies as candidates for the Rl universe.

The evaluation criteria consist of E (environment), S (social), G (governance) and V (Value). V has been adopted
as a new criterion from the previous fiscal year to evaluate the contribution of ESG initiatives to a company's
business growth.

SuMiTB Investment Team Selects Our Rl Universe Candidates

We exclude companies with high credit risks from The Japan Research Institute list of Rl candidates. Our monthly
committee chaired by the General Manager of Equity Investment Department decides candidate stocks for our
Rl universe.



SuMiTB Portfolio Managers Choose Stocks

Our portfolio managers choose stocks from among our Rl universe based on 1) assessment of ESG-associated
potential risks and evaluation of a company’s business growth created through its ESG efforts, and 2) equity evalua-
tion methods of valuation and earnings momentum derived from the earnings forecasts of our Japanese stock ana-
lyst teams. We seek to achieve an excess return versus the benchmark TOPIX.

Performance of Our Rl Fund

The chart below on the right shows the cumulative excess return rate and TOPIX return since the launch of the
flagship RI fund. Since the Abe administration came to power at the end of 2012, the Japanese stock market has
performed solidly. We expect this trend to continue, on the back of positive factors including improvement in corpo-
rate performance and the government-sponsored capital market reform. In addition, the environment is becoming
increasingly favorable for this fund as Japanese companies are becoming more and more ESG-conscious.

Investment Management Process

JRI Survey

« High-quality CSR
survey

Screening

« JRI survey information - -
e Credit risk

Responsible

v
Portfolio Construction
* ESG evaluation Risk control and
e Valuation of stocks v monitoring

Source: Sumitomo Mitsui Trust Bank, Ltd. (as of June 30, 2014)
JRI: The Japan Research Institute

(%)

25 2,500
20 A\ 2,000
W
15 1,500
10 1,000
5 500
0 0
-5
-10
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Aug. Aug.
M Excess return ratio (Left) —— TOPIX (Right)
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Our Products

SRI Japan Open (Good Company)

The SUMiIHD Group launched Japan'sfirst Rl (Responsible
Investment) Fund aimed at corporate pension funds in
2003 (flagship Rl fund). Using the same Rl approach, the
"Good Company” mutual fund targets a wide variety of
investors, including individuals, and is now regarded as
one of Japan's standard-setting Rl funds.

The Good Company fund strictly screens for and
invests in companies with proactive ESG initiatives aimed
at enhancing corporate value. It aims to achieve excess
returns compared to the per-

SRI- St —T 2

formance of its benchmark, the
Tokyo Stock Price Index.

(Investment Manager:
Sumitomo Mitsui Trust Asset
Management)

China Good Company

The “China Good Company” fund is a Rl (Responsible
Investment) Fund that applies the same method-
ology as the Japanese flagship Rl fund to Chinese
stocks. The fund is attracting the attention of US and
European investors as the world’s first Chinese RI fund
developed by an investment manager not owned by a
Chinese financial institution (established in 2010).

For stock selection, we draw on the Japan Research
Institute’s ESG surveys and research, and we are work-
ing with Business for Social
Responsibility (BSR), a US-based
CSR consultant, to build a struc-
ture to gather any negative

FrAF-TyEHNZ—

information about target com-
panies in a timely manner.

(Investment Manager:
Sumitomo Mitsui Trust Asset

Management)



World Bank Bond Fund

Nikko Asset Management, a group company, devel-
oped this fund together with the World Bank. More
than 30% of its portfolio is in green bonds, a fixed
income instrument issued by the World Bank. Funds
raised with green bonds are in principle used for lend-
ing to projects that address climate change in devel-
oping countries. This fund is thus recognized globally
as a fund through which its investors can feel they are
making a social contribution.

A—
(Investment Manager: nikko o =
gu=uitiRfzz2ET

Nikko Asset Management) = “°2

Biodiversity Fund for Supporting
Companies

Biodiversity refers to “a wide range of species and
creatures” and “the connections among them.” The
Biodiversity Fund for Supporting Companies invests
in Japanese companies that actively commit them-
selves to biodiversity conservation and sustainable
use of biodiversity-reliant resources using the family-
fund method. SUMITB is an advisor on management
of the mother fund.

Few US and European investment funds focus
on biodiversity, so this fund =
is attracting attention in the e
global investment community. :

(Investment Manager:

Sumitomo Mitsui Trust Asset R*’\ﬁt"m

Management)
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Our Philosophy on the Exercise of Voting Rights

SuMiTB exercises proxy voting rights as a step and a method to make an investee company’s management ap-
preciate the significance of governance based on shareholder value, and to act in compliance with this precept.

Basic Policy on the Exercise of Voting Rights

In view of the importance of corporate governance, SUMITB decides its basic policy on the exercise of voting rights
to ensure that the exercise of these rights can make the management of investee companies respect the interests of
and maximize long-term benefits for shareholders and ultimately benefit customers.

Corporate Governance System and Investment Criteria

We believe that the management policies and decisions of a company should be made not just to reflect the inter-
ests of shareholders but should also be based on the reconciliation of interests among various stakeholders includ-
ing employees, creditors and clients. As such, we believe that a company’s management must actively develop
sound corporate governance systems that respect the interests of shareholders, in which efficient utilization of share-
holders’ equity and proactive disclosure to stakeholders are realized. The status of a corporate governance system
in this broader sense can be a form of investment criterion. Whenever we find companies in our portfolio that do not
pay sufficient heed to shareholder interests, we offer them guidance so that they pay proper attention by indicating
our intention through the exercise of voting rights.



Our Policies on Misconduct or Anti-social Behavior

We regard misconduct or anti-social behavior by an investee company or its management to be a serious breach
of corporate governance, and we endeavor to exercise voting rights in a way that improves the effectiveness of the
company’s corporate governance.

System for the Exercise of Voting Rights
(1) Establishment of guidelines
(a) Drafting of guidelines

Person with the authority to exercise () Deliberation and approval @
i i ommittee
. N votmfg p:lggts - (3) Circumstances to which no existing guidelines apply on Exercising
eneral Manager of the Equity Investment (a) Drafting of individual plans for the exercise of Voting Rights
Department voting rights p  (Secretariat: Asset
T Bidsberston andapproval Management
(2) Exercise based on the guidelines | . Department)
(b) Determi- (a) Drafting of individual plans for : : (5) Report on the outcome of the exercise of
nation the exercise of voting rights 1 voting rights
'Y >
Drafting and close examination of plans
for the exercise of voting rights
Equity Investment Department/
Investment Research Department (4) Instructions
- Custody bank

Instruction for the exercise of voting rights
Asset Management Services Department

JUsW)SaAU| B|qisuodsay
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Our Philosophy on the Exercise of Voting Rights

A View to Strengthening Corporate Governance Systems

We focus on communication with investee companies and to have dialogue on the development and improvement
of their corporate governance systems. On this basis, our analysts who are familiar with companies’ situations exam-
ine what methods would be most effective in encouraging companies to strengthen their corporate governance
systems, with a view to maximizing the interests of shareholders through a range of contacts with those companies.

Our Philosophy on the Exercise of Voting Rights

An internal system for the exercise of voting rights has been in place since 2000. We have started checks in qualita-
tive aspects including whether investee companies are involved in any corporate misconduct, as well as quantitative
aspects based on performance evaluation criteria. In 2004, we formulated criteria for the exercise of voting rights
with respect to the independence of outside directors, ahead of other asset management companies in Japan.
SuMiTB is deciding and exercising its voting rights based on its proprietary criteria, in an effort to improve corporate
governance at the investee companies.



Status of Exercise of Voting Rights by Category of Proposal

Our track record on the exercise of voting rights for domestic shares at general meetings of shareholders held in the

period from July 2013 to June 2014 is as follows.

1. Proposals Made by Investee Companies

L |Apoigues -

Appropriation of surplus, etc. 1,399 0 1,448
Appointment of directors 1,368 409 1 0 1,778
Appointment of corporate auditors 1,231 203 1 0 1,435
Partial amendment to Articles of Incorporation 574 12 0 0 586
Payment of retirement benefits 178 114 0 0 292
Revision of compensation for officers 356 13 0 0 369
Issuance of share warrants 100 48 1 0 149
Appointment of independent auditors 33 0 0 0 33
Matters related to reorganization strategies”™ 41 0 0 0 41
Other proposals by the company™ 189 32 0 0 221

Of those related to measures to deflect hostile takeovers, etc. 141 32 0 0 173
Total 5,469 879 4 0 6,352

*1 Merger, transfer or acquisition of business, share exchange, share transfer, company split, etc.

*2 Purchase of treasury stock, reduction of statutory reserve, capital increase by allocation of new shares to a third party, capital reduction, consoli-

dation of shares, measures to deflect hostile takeovers, etc.

2. Proposals Made by Shareholders

Total

154

154
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Contact Information

Tokyo Office

Global Fiduciary Business Department
Sumitomo Mitsui Trust Bank, Limited
1-4-1 Marunouchi, Chiyoda-ku,

Tokyo 100-8233, Japan

Tel: +81 3 6256 3449
fundservices@smtb.jp

London Office

Sumitomo Mitsui Trust International Limited
3rd Floor, 155 Bishopsgate,

London EC2M 3XU, UK

Tel: +44 20 7562 8400

imd@smtil.com






SuMi TRUST

SUMITOMO MITSUI TRUST HOLDINGS

B SUMITOMO MITSUI TRUST HOLDINGS

®
MIX
Paper from
i ces

responsible sourt
\FVSCu FSC® C012538
Printed in Japan




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (Japan Color 2001 Coated)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.5
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket true
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /sRGB
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo false
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo false
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 100
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 140
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.00000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 140
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.00000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 300
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 300
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects true
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (Japan Color 2001 Coated)
  /PDFXOutputConditionIdentifier (JC200103)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
>
    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e5c4f5e55663e793a3001901a8fc775355b5090ae4ef653d190014ee553ca901a8fc756e072797f5153d15e03300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc87a25e55986f793a3001901a904e96fb5b5090f54ef650b390014ee553ca57287db2969b7db28def4e0a767c5e03300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ENU (Use these settings to create Adobe PDF documents best suited for on-screen display, e-mail, and the Internet.  Created PDF documents can be opened with Acrobat and Adobe Reader 6.0 and later.)
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>
>
    /HRV <>
    /HUN <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020d654ba740020d45cc2dc002c0020c804c7900020ba54c77c002c0020c778d130b137c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200036002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor weergave op een beeldscherm, e-mail en internet. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 6.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /ConvertToRGB
      /DestinationProfileName (Japan Color 2001 Coated)
      /DestinationProfileSelector /UseName
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MarksOffset 0
      /MarksWeight 0.283460
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /UseName
      /PageMarksFile /JapaneseWithCircle
      /PreserveEditing false
      /UntaggedCMYKHandling /UseDocumentProfile
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [120 120]
  /PageSize [612.000 792.000]
>> setpagedevice


