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Corporate Governance

The Sumitomo Forestry Group utilizes wood as a healthy and environmentally friendly natural resource to provide a diverse range

of lifestyle-related services that contribute to the realization of a sustainable and prosperous society. All our efforts are based on

Sumitomo's Business Spirit, which places prime importance on fairness and integrity for the good of society. Therefore, we strive

to ensure management transparency, sound and legal business practices as well as rapid decision-making and business execution.

By further enhancing and strengthening its corporate governance through these efforts, the Company aims to continuously

increase its corporate value and conduct management that lives up to expectations of various stakeholders around the Group.

Sumitomo Forestry introduced the Executive Officer system to separate decision making and management oversight functions

from operational execution functions. Comprised of ten Directors (eight male/80.0%, two female/20.0%) including four Outside

Directors (two male, two female), the Board of Directors is structured to make quick decisions. The oversight function of the

Board of Directors has been strengthened, the lines of operational responsibility clarified, and the Chairman of the Board of

Directors no longer serves as an Executive Officer. The Nomination and Remuneration Advisory Committee has been established

to provide opinion to the Board of Directors on selecting Director and Audit & Supervisory Board Member candidates and

Executive Officers as well as determining compensation of Directors and Executive Officers, for the purpose of ensuring

transparency and fairness of decision-making.

Composition of Directors (gender)*

Male Female

Number (persons) 8 2

Ratio(%) 80 20

Governance

Basic Policy

Click here for related information

Integrated Report

Corporate Governance and Internal Control

As of March 28, 2025*
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Composition of Directors (age group)*

50s 60s 70s

Number (persons) 2 5 3

Ratio(%) 20 50 30

Sumitomo Forestry is a company with Audit & Supervisory Board. In addition to attending important meetings within the

Company, the Audit & Supervisory Board Members conducts audits of the Directors' execution of duties, through sharing

information and opinions with auditors at Group companies and the staff in the Internal Audit Division, and by supervising staff

assisting auditing operations.

As of March 28, 2025, ten Directors (including four Outside Directors), five Audit & Supervisory Board Member (including three

Outside Members) and 20 Executive Officers (including five persons concurrently serving as Directors) were appointed to the

Company. The Company notified Tokyo Stock Exchange, Inc. of the designation of the four Outside Directors and three Outside

Audit & Supervisory Board Members as independent Officers as required by its regulations.

Corporate Governance System

As of March 28, 2025*

Click here for related information

Basic Policy on Corporate Governance Corporate Governance Report Directors and Executive Officers
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Board of Directors and Executive Committee

In principle, the Board of Directors meets once a month, making decisions and carrying out its supervisory function for important

issues in accordance with its discussion standards. In addition to making decisions on all important items and confirming business

results, it supervises the Directors' execution of their duties. Directors and Audit & Supervisory Board Members are required to

maintain an attendance rate of 75% or higher as a general rule.

The Executive Committee, which is an advisory body for the President, holds meetings twice a month, before the Board of

Directors meeting to ensure that there is sufficient prior discussion on important issues. It is attended by those Directors who also

serve as Executive Officers, as well as the full-time Audit & Supervisory Board Members as a general principle.

The Company ensures prompt decision-making and separation of supervision and operational execution functions, for effective

performance of the Board of Directors. In fiscal 2024, the Board of Directors meetings were held 15 times while Executive

Committee meetings were held 26 times.

List of Directors

Position*1 Name Responsibility and Significant Concurrent Positions*1

Board of Directors*2

Attended

Meetings

(meetings)

Attendance

Rate

(%)

Representative Director,

Chairman of the Board
Akira Ichikawa

Outside Director, Konica Minolta, Inc.,

Outside Director, Sumitomo Chemical Company, Limited
15 100

Representative Director,

President and Executive

Officer

Toshiro Mitsuyoshi ― 15 100

Representative Director,

Executive Vice President
Tatsumi Kawata

Divisional Manager of Corporate Division,

Overseeing Lifestyle Service Division
15 100

Director,

Senior Managing Executive

Officer

Atsushi Kawamura
Divisional Manager of Global Construction and Real Estate Division,

Overseeing Timber and Building Materials Division
15 100

Director,

Managing Executive Officer
Ikuro Takahashi Divisional Manager of Housing Division 15 100

Director,

Managing Executive Officer
Nobuyuki Otani*3

Deputy Divisional Manager of Corporate Division (Head of Corporate

Planning and Finance) ,

General Manager of Corporate Planning Department of Corporate Division,

Overseeing Environment and Resources Division

12 100

Outside Director Mitsue Kurihara

Chairman, Representative Director of Value Management Institute, Inc.,

Outside Director of Chubu Electric Power Co., Ltd.,

Outside Director of Japan Finance Corporation,

Outside Director (Audit & Supervisory Committee Member) of Mizuho Bank,

Ltd.

15 100

Outside Director Yuko Toyoda Attorney at Law 15 100

Outside Director Toshio Iwamoto*3

Outside Director of Daiwa Securities Group Inc.,

Outside Director of East Japan Railway Company,

Outside Director of Isetan Mitsukoshi Holdings Ltd.

12 100

Corporate Governance　-　Risk Management　-　Compliance　-　Tax　-　Business Continuity Management　-　Information Security/DX　-　
Intellectual Property Management　-　Responsible Advertising and Marketing　-　Return to Shareholders and IR Activities

Top
Commitment

Sustainability 
Management

Initiatives for Sumitomo 
Forestry Group’s 
Business and ESG

Environment Social Governance
Related

Information

Sumitomo Forestry Group Sustainability Report 2025〈441〉

Corporate Governance



Position*1 Name Responsibility and Significant Concurrent Positions*1

Board of Directors*2

Attended

Meetings

(meetings)

Attendance

Rate

(%)

Outside Director Kenji Sukeno*4

Chairman & Director of FUJIFILM Holdings Corporation,

Chairman & Director of FUJIFILM Corporation,

Director of FUJIFILM Business Innovation Corporation,

Outside Director of Isetan Mitsukoshi Holdings Ltd.

− −

Structure of the Board of Directors

The Board of Directors is composed of 17 individuals in a structure built on expertise, such as knowledge, experience, skill, and

diversity. Sumitomo Forestry considers diversity such as gender and nationality as well as expertise which includes those who

have a wealth of experience and success in the operations of the Sumitomo Forestry Group, those who have a wealth of

experience and success in business such as corporate management, industry and policy and those who have specializations such as

law and accounting.

Officer Skill Matrix

The table below outlines the skills (expertise, experience) that the Company takes into special consideration for each of the

Directors and Audit & Supervisory Board Members.

Position
Corporate

management

Resources,

environment

Construction,

real estate

development

Global
Finance,

accounting

Human

resources

development,

DEI

Legal, risk

management
IT/DX

Industrial

policy

Directors

Akira Ichikawa

Chairman of the

Board,

Representative

Director

● ● ● ● ● ● ●

Toshiro

Mitsuyoshi

Representative

Director, President,

Executive Officer

● ● ● ●

Tatsumi

Kawata

Representative

Director, Executive

Vice President

● ● ● ● ● ● ●

Atsushi

Kawamura

Director, Senior

Managing

Executive Officer

● ● ● ●

Ikuro

Takahashi

Director, Managing

Executive Officer
● ●

Nobuyuki

Otani

Director, Managing

Executive Officer
● ● ● ●

Position, responsibility and significant concurrent positions as of March 28, 2025*1

Attended meetings and the attendance rate to Board of Directors meetings are in fiscal 2024*2

Attended meetings and attendance rate of Board of Directors meetings are after appointment as a Director on March 28, 2024*3

Appointed on March 28, 2025*4
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Position
Corporate

management

Resources,

environment

Construction,

real estate

development

Global
Finance,

accounting

Human

resources

development,

DEI

Legal, risk

management
IT/DX

Industrial

policy

Mitsue

Kurihara
Outside Director ● ● ● ● ●

Yuko Toyoda Outside Director ● ●

Toshio

Iwamoto
Outside Director ● ● ● ●

Kenji Sukeno Outside Director ● ● ● ● ●

Audit &

Supervisory

Board

Members

Toshio

Kakumoto

Audit &

Supervisory Board

Member

● ●

Kazunari Hada

Audit &

Supervisory Board

Member

● ●

Yoshimasa

Tetsu

Outside Audit &

Supervisory Board

Member

●

Makoto

Matsuo

Outside Audit &

Supervisory Board

Member

● ●

Takashi

Kawachi

Outside Audit &

Supervisory Board

Member

● ● ●
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Reasons for selection of the skills

Corporate management

The Company needs board members who have experience in corporate management to achieve further growth of existing businesses,

which cover a wide variety of aspects of people’s lifestyles, such as forestry management, timber and building materials distribution and

manufacturing, housing construction, etc. and to fulfill our long-term vision amidst a global movement toward decarbonization.

Resources/Environment

In our long-term vision, we have set out to enhance the value of "forests" and "trees" through sustainable forestry management. To

promote the creation of new value from properly managed forests and the expansion of sustainable forests, and to steadily implement

initiatives such as responding to the recommendations of the TCFD (Task Force on Climate-related Financial Disclosures) and TNFD (Task

Force on Nature-related Financial Disclosures), as well as achieving our SBT-based greenhouse gas emissions reduction targets, the

Company needs board members who have expertise and experience in resources and the environment.

Construction/Real

estate development

The Company needs board members who have expertise and experience in construction and real estate development to establish an early

and stable profit base for our medium- and large-scale wooden construction operations, as set out in our long-term vision and Medium-

Term Management Plan, and to ensure that our real estate development operations contribute sustainably to the realization of the wood

cycle.

Global
"Advancing globalization" is one of the business policies of our long-term vision. The Company needs board members who have global

experience to promote the expansion of the business areas and scale of our overseas group operations.

Finance/Accounting
To execute strategic investments with an awareness of capital costs while maintaining financial soundness and achieving sustainable and

steady profit growth, the Company needs board members who have expertise and experience in finance and accounting.

Human resource

development/DEI

In our long-term vision, we have set out to enhance "value for people and society." To strengthen our ability to continually secure and

develop talent capable of driving business transformation and innovation, and to foster a vibrant organizational culture that maximizes

employee performance while promoting health and well-being, the Company needs board members who have expertise and experience in

human resource development and DEI (diversity, equity, and inclusion).

Legal affairs/Risk

management

The Company needs board members who have expertise and experience in legal affairs and risk management to create a corporate

governance structure for sustainable growth and mid- to long-term improvement of corporate value, and to build a risk management

system for the global growth of our business operations and other.

IT/DX

In our long-term vision, we have set out to enhance "value for the market economy." To renew our business foundation through IT and

digitalization, drive operational reform and efficiency through digital transformation (DX), and strengthen the medium- to long-term

competitiveness of our businesses by leveraging emerging IT technologies, the Company needs board members who have expertise and

experience in IT and DX.

Industrial policy

In our long-term vision, we have set out to enhance "value for the market economy". The Company must create policy frameworks in

relation to society and therefore needs board members who have knowledge of industrial policy to promote the value and market

penetration of sustainable, decarbonization-contributing products and services.

Nomination Procedure for Directors

Director candidates are selected at the Board of Directors from a pool of personnel with superior personality traits and acumen,

and potential value to the Company through consultation with the Appointment and Remuneration Advisory Committee.

Summaries of background and interlocking status of the Directors are available on the website.

Click here for related information

Directors and Executive Officers
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Training for Directors

Sumitomo Forestry has established a provision on training for Directors, Audit & Supervisory Board Members, and Executive

Officers in Article 15 of its Basic Policy on Corporate Governance. Under this policy, the Company provides information and

training opportunities to Directors, Audit & Supervisory Board Members and Executive Officers both at the time of appointment

and on an ongoing basis during their term of office. In fiscal 2024, we conducted training on constructive dialogue with

shareholders.

Summary of Analysis/Evaluation and Results of Overall Effectiveness of the Board of Directors

1．Method of evaluation

Every year, the effectiveness of the Board of Directors is analyzed and evaluated. This fiscal year, through a self-evaluation and

analysis using a survey submitted by each of the Directors and Audit & Supervisory Board Members (the method of response was

anonymous with responses sent directly to an outside organization, which maintained anonymity) and an outside evaluation of the

survey results. In addition, an evaluation was conducted based on the implementation status of the role of the Board of Directors

as set out in the Company’s Basic Policy on Corporate Governance (hereinafter, current status) and an exchange of opinions with

Directors and Audit & Supervisory Board Members.

2．Result of evaluation

We will strive to further improve the effectiveness at Board of Directors meetings by continually working to heighten the level of

discussion with awareness toward highlighted topics in the future.

Click here for related information

Basic Policy on Corporate Governance

As a result of the evaluation described in 1., the Company believes that the Board of Directors is functioning effectively.

In response to the issues identified in last year’s evaluation, efforts have been made to enhance the Board’s monitoring function

by reviewing the standards for agenda items and narrowing down discussion points, thereby shortening the time spent on

explanations and ensuring sufficient time for deliberation. We will continue working to further improve the efficiency of Board

operations.

Future challenges include the need for appropriate oversight to ensure that succession planning for future executive candidates

is effective, as well as the need to enhance dialogue with shareholders (investors) by thoroughly feeding back the content of

those dialogues and engaging more meaningfully with investors.
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Audit & Supervisory Board

The Audit & Supervisory Board meets to discuss and make decisions on important matters regarding audits. The five Members,

including three Outside Members, utilize the deep insights and diverse perspectives they have acquired from their various

business backgrounds to conduct audits of the Directors’ execution of duties. The Audit & Supervisory Board met 14 times during

fiscal 2024.

The appropriate human resources are also appointed as Audit & Supervisory Board Member at our main subsidiaries for the

purpose of improving the effectiveness of auditing and informational exchange at these companies. Meetings of Audit &

Supervisory Board of the entire Group is convened between full-time Members of Sumitomo Forestry and Members of the main

subsidiaries. This meeting was held six times in fiscal 2024.

Audit & Supervisory Board Members

Position*1 Name
Responsibility and Significant Concurrent

Positions*1

Board of Directors*2
Audit & Supervisory

Board*2

Attended

Meetings

(meetings)

Attendance

Rate

（%）

Attended

Meetings

(meetings)

Attendance

Rate

（%）

Full-time Audit &

Supervisory Board

Member

Toshio Kakumoto ― 15 100 14 100

Full-time Audit &

Supervisory Board

Member

Kazunari Hada*3 ― 12 100 10 100

Outside Audit &

Supervisory Board

Member

Yoshimasa Tetsu Certified Public Accountant 15 100 14 100

Outside Audit &

Supervisory Board

Member

Makoto Matsuo

Attorney at Law

Outside Director of Taisho Pharmaceutical

Holdings.

Director of Rapidus Corporation

15 100 14 100

Outside Audit &

Supervisory Board

Member

Takashi

Kawachi*3

President of Japan Foundation for Regional Art-

Activities,

Outside Audit & Supervisory Board Member of

The Yomiuri Shimbun

11 92 9 90

Position, responsibility and significant concurrent positions as of March 28, 2025*1

Attended meetings and the attendance rate to Board of Directors meetings and Audit & Supervisory Board meetings in fiscal 2024*2

Attendance record after appointment as a Audit & Supervisory Board Member on March 28, 2024*3
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Outside Directors

In the selection procedure for Outside Directors and Audit & Supervisory Board Members, determinations are based on the

following standards of independence and professional criteria.

(1) Criteria for independence

If none of the below criteria apply, an individual will be considered independent.

1．An executive of the Company

An Executive Officer, Operating Officer, Manager or other type of worker (hereinafter, executive) of the Company, its

subsidiary or affiliate

2．Consultant and other

（ⅰ）An employee, partner or other type of worker of a financial auditing company that conducts financial audits for the

Company or its subsidiary or is in charge of auditing the Company or its subsidiary.

（ⅱ）A lawyer, certified public accountant, tax attorney or other type of consultant who has received from the

Company or its subsidiary outside of Director compensation an annual average of 10 million yen or more in money or

other types of financial gain in the past three fiscal years.

（ⅲ）An employee, partner, associate or other type of worker of a law office, audit company, tax accountant office,

consulting firm or other type of advisory firm that is a major transaction party to the Company or its subsidiary (has

received from the Company or its subsidiary payment equivalent to 2% or more of average consolidated total revenues

of the past three fiscal years).

3．Major shareholder (fiduciary owner)

An individual (or in the case of a corporate entity, an executive of that entity) who directly or indirectly owns at least

10% of the Company’s total voting rights.

4．Major shareholder (owner)

An executive of a corporate entity that the Company or its subsidiary owns at least 10% of their total voting rights.

5．Transaction parties

（ⅰ）Customers (major transaction parties): An individual (or in the case of a corporate entity, an executive of that

entity) to whom our sales amount to that individual or corporate entity is 2% or more of the Company’s total

consolidated revenues.

（ⅱ）Suppliers (major transaction parties of the Company): An individual (or in the case of a corporate entity, an

executive of that entity) to whom our purchase amount from that individual or corporate entity is 2% or more of their c

Company’s total consolidated revenues.

6．Lenders

Lenders who have lent the Company 2% or more of total consolidated assets (or in the case of a corporate entity, an

executive of that entity).
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7．Contribution recipients

An individual (or in the case of a corporate entity, an executive of that entity) that the Company or its subsidiary has

contributed an average 10 million yen a year or 2% of total income, whichever is higher, over the past three fiscal years.

8．Family

A spouse or relative within the second degree of an individual who cannot be declared independent according to this

standard (excluding persons of no importance*).

9．Past requirements

An individual for which item 1 within the past ten years, or item 2 or 7 within the past five years, applies.

10．Outside Director reciprocal appointments

An executive or full-time Audit & Supervisory Board Member of a company that has an Outside Director who is an

Executive Director or full-time Audit & Supervisory Board Member of the Company or its subsidiary.

Four of our current Outside Directors and three of our Outside Audit & Supervisory Board Members are considered independent

based on the above list of independency criteria, not to pose a conflict of interest with general shareholders.

(2) Standards of Concurrent Board Positions

（ⅰ） When concurrently acting as a Director or Audit & Supervisory Board Member of another publicly listed company,

the number of concurrent positions will be follows:

(a) When serving as an Executive Director at another company exercising relevant execution of operations,

only one company other than this Company;

(b) In situations other than (a), up to four companies other than this Company.

（ii）Ensure attendance rate of at least 75% for the meetings of the Board of Directors or Audit & Supervisory Board.

* Persons of no importance, in line with the independence standards stipulated by the Financial Instruments Exchange, is defined as follows

・For each company, an individual who is not an Executive Director, Operating Officer, Manager or General Manager level employee  

・For advisory firms such as law offices, audit companies or other, an individual who is not the firm’s employee, partner or associate
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Nomination and Remuneration Advisory Committee

To secure transparency and ensure fairness, the Board of Directors has established the Nomination and Remuneration Advisory

Committee as an advisory body to call on for opinions regarding decisions on candidates of Director and Audit & Supervisory

Board Member, Executive Officer appointments, Director, Audit & Supervisory Board Member and Executive Officer dismissals,

Chief Executive Officer and Executive Officer evaluations, and Director and Executive Officer compensation. The Nomination and

Remuneration Advisory Committee is composed of the Chairman, the President and all Outside Officers (four Officers Directors

and three Outside Audit & Supervisory Board Members), and a majority of the committee members are Outside Officers and one

of the Outside Directors serves as the committee chairperson.

The Board of Directors determines the Directors’ remunerations within the amount specified by resolution of the General

Meeting of Shareholders, taking into consideration the opinions stated by the Nomination and Remuneration Advisory

Committee. The remunerations of Executive Officers are determined by the Board of Directors, taking into consideration the

opinions of the Nomination and Remuneration Advisory Committee.

List of Nomination and Remuneration Advisory Committee Members

Position*1 Name
Nomination and Remuneration Advisory Committee*2

Attended Meetings (meetings) Attendance Rate (%)

Committee chairperson Outside Director Izumi Yamashita 4 100

Board Member

Outside Director Mitsue Kurihara 4 100

Outside Director Yuko Toyoda 4 100

Outside Director Toshio Iwamoto*3 2 100

Outside Audit & Supervisory

Board Member
Yoshimasa Tetsu 4 100

Outside Audit & Supervisory

Board Member
Makoto Matsuo 4 100

Outside Audit & Supervisory

Board Member
Takashi Kawachi*3 2 100

Chairman of the Board and

Representative Director
Akira Ichikawa 4 100

Representative Director,

President and Representative

Director

Toshiro Mitsuyoshi 4 100

The position as of March 28, 2025*1

Attended meetings and the attendance rate to Nomination and Remuneration Advisory Committee meetings in fiscal 2024*2

Attendance record after appointment as Director on March 28, 2024*3
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Risk Management Committee

Information regarding the Risk Management Committee is found in "Risk Management/ Risk Management Framework".

In fiscal 2024, Risk Management Committee was held four times, Compliance Subcommittee was held twice, BCM Subcommittee

was held twice, and reports were made four times to Board of Directors respectively.

Sustainability Committee

In response to matters including climate change, SDGs and human rights issues, the Sustainability Committee was established in

fiscal 2018 based on the growing requirements for medium to long-term initiatives and informational disclosure about the

Environment, Society and Governance (ESG).

The Sustainability Committee is made up of Executive Officers also appointed as Director, and Divisional Mangers with the

President acting as the Committee chairperson. The Committee formulates and promotes strategies for the Group’s medium to

long-term sustainability challenges including climate change and nature-related matters, manages the progress of the Mid-Term

Sustainability Targets including analysis of risks and opportunities, and monitors the implementation and effectiveness of the Our

Values and Code of Conduct. Furthermore, from January 2024, the Sustainability Committee increased the number of times it

meets annually from four to six in order to advance initiatives to address quality control and worker safety initiatives.

The content of all committee proceedings is reported to the Board of Directors to enable our business operations to become part

of the solution for social issues.

Sumitomo Forestry's Internal Audit Department draws on risk assessments in selecting about 60 business sites from among the

roughly 200 business sites in the Group every year to conduct internal audits. Our staff members hold internal auditor

qualifications certified by the Institute of Internal Auditors Japan, and there is also a Certified Internal Auditor (CIA). The sites are

selected by specifying an order of priority based on the two perspectives of operational risk (business results, size, complexity of

business, etc.) and control risk (risk management framework). In principle, the assessment will be conducted by visiting the site,

interviewing the parties concerned, and checking the actual documents and other items. We are also promoting digital

transformation (DX), including the introduction of AI tools for auditing.

Click here for related information

Risk Management Framework

Click here for related information

Risk Management Framework Responding to TCFD and TNFD

Internal Audits
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In the internal audits, the department checks on how a business site is executing its operations and managing its office work,

including its compliance with laws and regulations, and it reports its findings to the President, the Divisional Manager of the

Corporate Division, and to Audit & Supervisory Board Members, as well as to the Manager responsible for the business site and

the Executive Officer or Director in charge of the business site. Furthermore, if any indications have been made, the department

checks the improvement efforts implemented at the business site, such as by examining documents and conducting quarterly

follow-up reviews. Furthermore, plans and results regarding internal audits are reported directly to the Board of Directors, and a

discussion session with Outside Officers has been held at least once a year regarding internal audits.

In accordance with laws and regulations, Sumitomo Forestry discloses the remuneration paid to Officers (Directors and Audit &

Supervisory Board Members) each fiscal year.

Total Remuneration Paid to Directors and Audit & Supervisory Board Members (Fiscal 2024)

Classification

Total amount of

remuneration and

other

Monthly

remuneration

Performance-based

remuneration

(bonus)

Non-monetary

remuneration

(performance-based

restricted stock

remuneration)

Number of eligible

Officers

Directors

(excluding Outside Directors)

￥million

530

￥million

271

￥million

168

￥million

92
7

Audit & Supervisory Board

Members

(excluding Outside Audit &

Supervisory Board Members)

53 53 − − 3

Outside Directors 52 52 − − 4

Outside Audit & Supervisory

Board Members
35 35 − − 4

Click here for related information

Integrated Report

Executive Remuneration

Names and amounts of Officers whose remuneration is greater than or equal to 1 billion yen are disclosed in Financial Statements*1

The above number of eligible Directors of remuneration includes one Director and two Audit & Supervisory Board Members (including one Outside Audit &

Supervisory Board Member) who retired at the close of the 84th Ordinary General Meeting of Shareholders held on March 28, 2024

*2

The performance indicator selected as the basis for calculating bonuses, which are performance-linked compensation, is core operating profit. The result for the

fiscal year was ¥157.3 billion

*3

The amount of non-monetary compensation recorded for this fiscal year includes ¥15 million in adjustments based on the degree of achievement of performance

evaluation indicators—such as the market capitalization growth rate—for fiscal 2022 and 2023, which fall within the period covered by the Medium-Term

Management Plan (three years from January 1, 2022, to December 31, 2024). Of this amount, the achievement rate for remuneration linked to the market

capitalization growth rate was 170.1%, resulting in the maximum payout rate of 120%. For remuneration linked to the sustainability index achievement rate, the

reduction in greenhouse gas emissions was -40.1% compared to fiscal 2017, resulting in the maximum payout rate of 100%

*4

Click here for related information

Annual Securities Report（Japanese）
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Executive Remuneration

[Remuneration for Directors]

1. Basic policies

The remuneration of Directors of the Company is designed in accordance with the following policies:

2. Remuneration level

From the perspective of ensuring objectivity and appropriateness of the executive remuneration, the level of remuneration for

Directors of the Company will be set with reference to the levels of other companies as surveyed by outside professional

organizations, with the aim of achieving the mid-to-high level of remuneration in companies of similar size. The Company will

revise the remuneration levels as necessary in response to changes in the external environment.

3. Composition of remuneration

Renumeration for Directors of the Company is composed of three types: (i) fixed remuneration commensurate with the

Director’s responsibilities and roles, (ii) annual performance-based bonus as a short-term incentive, and (iii) performance-based

restricted stock remuneration as a medium- to long-term incentive. Thus, the remuneration plan is designed to encourage

management efforts from a short-term, and medium- to long-term perspective and to appropriately reward the results of such

efforts. Remuneration for Outside Directors, who are responsible for management supervision from an independent standpoint

and not in a position to execute business, is composed solely of fixed remuneration.

A summary of each type of remuneration is as follows:

The remuneration plan should be highly linked not only to short-term performance but also to medium- to long-term

performance and improvement of corporate value;

（ⅰ）

The plan should be linked to the value to be newly created and provided in the course of promoting the sustainability

integrated management;

（ⅱ）

The plan should be designed to be linked to the shareholder value of the Company;（ⅲ）

The remuneration level should be such that the Company can secure and maintain the human resources necessary to

achieve its long-term vision; and

（ⅳ）

The plan should ensure transparency and objectivity in the remuneration determination process.（ⅴ）

<Fixed remuneration>

The Company will determine the amount of fixed remuneration for each position of Director in accordance with their

responsibilities and roles. The fixed remuneration will be monthly, and a fixed amount will be paid in cash on a fixed date of

each month.

1.

The amount of remuneration for Outside Directors, consisting only of monthly remuneration as fixed remuneration, will be

determined in accordance with their responsibilities and roles.

2.
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<Annual performance-based bonus>

The amount of annual performance-based bonus will be judged comprehensively and determined by multiplying the

standard bonus amount stipulated for each position with a payout ratio that fluctuates (lower limit 0%~upper limit 180%) in

proportion to the base profit for each business year (the amount obtained by deducting actuarial differences regarding

employees’ retirement benefit obligation and net income attributable to non-controlling interests from consolidated

recurring income for the relevant fiscal year).

1.

The Company has adopted the method of amortizing actuarial differences regarding employees’ retirement benefit

obligation as a lump sum in a single business year. Accordingly, any significant fluctuation in actuarial differences due to

stock price fluctuations, interest rate conditions, or other at the end of the business year will have a significant impact on

business performance. Therefore, to calculate base profit, the Company uses consolidated recurring income after deducting

actuarial differences regarding employees’ retirement benefit obligation.

2.

Payment of annual performance-based bonus to each eligible Director will be decided upon by the Board of Directors

taking into consideration the opinions of the Nomination and Remuneration Advisory Committee, which is chaired by an

Outside Director and in which a majority of its members are Outside Officers.

3.

<Performance-based restricted stock remuneration>

Performance-based restricted stock remuneration is structured to reflect the Company’s performance during each period

(three years) of the Medium-Term Management Plan. The standard stock remuneration amount prescribed for each

position consists of (i) a portion linked to the growth rate of the Company’s market capitalization relative to TOPIX (two-

thirds of the standard stock remuneration amount by position), and (ii) a portion linked to the achievement rate of SBT

(Science Based Targets) greenhouse gas emission reduction targets (one-third of the standard stock remuneration amount

by position), each during the relevant period.

To promote management that emphasizes medium- to long-term enhancement of shareholder value, performance-based

restricted stock remuneration is a plan to grant restricted stocks to eligible Directors after the final fiscal year of the three-

year Medium-Term Management Plan as an incentive to increase corporate value during the period of the Medium-Term

Management Plan, in accordance with the achievement status of the Medium-Term Management Plan. The applicable

period of the plan is the three years from January 1, 2022 to December 31, 2024 (hereinafter, the applicable period).

The amount of performance-based restricted stock remuneration is calculated using two indices and the method for

calculation is as follows.

1.

Remuneration linked to market capitalization growth rate

The aim of this system is to compare the Company’s market capitalization growth rate with the TOPIX growth rate to

objectively measure and reflect the Company’s relative stock market valuation in the remuneration amount.

＜Calculation formula＞ Amount equivalent to two-thirds of the standard stock compensation amount by position x

payout ratio (growth rate of Company’s market capitalization during the period of the Medium-Term Management

Plan/TOPIX growth rate during the same period)*

(i)

The payout ratio range will be from 0% (lower limit) to 120% (upper limit)*
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4. Remuneration composition ratio

The plan has been designed so that the ratio of fixed remuneration to variable remuneration for Directors should be 60 to 40

when the base profit is 100 billion yen. Specifically, fixed remuneration accounts for 60%, annual performance-based Bonus

(variable) accounts for 25%, and performance-based restricted stock remuneration (variable) accounts for 15% of the total

remuneration, respectively. The remuneration for Outside Directors consists solely of fixed remuneration.

5. Remuneration governance

The matters regarding executive remuneration, such as the amount of individual remuneration for Directors, will be

determined by the Board of Directors taking into account the views of the Nomination and Remuneration Advisory Committee

chaired by an Outside Director, in which Outside Officers constitute a majority.

6. Forfeiture of remuneration

If the Board of Directors confirms any wrongdoing or other misconduct by a Director, the Company may demand a payment

restriction or return of the performance-based restricted stock remuneration paid to such Director.

[Remuneration for Audit & Supervisory Board Member ]

Compensation for Audit & Supervisory Board Member consists only of monthly compensation as basic compensation. In

addition, we use results of a survey conducted by a third party for directorship remuneration at domestic corporations in order

to set an appropriate remuneration level from the perspective of ensuring objectivity and appropriateness of executive

remuneration.

Remuneration linked to sustainability indices achievement rate

By setting a payout ratio upper limit of 100%, if the Company fails to achieve its SBT (Science Based Targets*1)

greenhouse gas emission reduction targets*2, the amount of remuneration will be reduced from the standard stock

remuneration amount in accordance with the status of target achievement, thereby creating a strong incentive to

achieve the targets.

＜Calculation formula＞ One-third of the standard stock remuneration amount by position x payout ratio (percentage

of achievement of Medium-Term Management Plan SBT greenhouse gas emission reduction targets).*3

(ⅱ)

Refers to the emission reduction targets set by companies and to be achieved in five to fifteen years to comply with the level required by the Paris

Agreement that was adopted at the 21st Session of the Conference of the Parties to the United Nations Framework Convention on Climate Change

(COP21) and took effect in 2016 (which sets a goal of limiting global warming to well below 2℃ above pre-industrial levels and pursuing efforts to limit the

increase to 1.5℃)

*1

The emission reduction target for the initial coverage period has been set at –21.7% compared to the Company’s figures in fiscal 2017. Due to the revision

of the SBT guidance requiring target resetting every five years, the target has been reset to a 20.8% reduction compared to fiscal 2021

*2

The payout ratio range will be from 0% (lower limit) to 100% (upper limit)*3

The stock remuneration amount to be paid to each eligible Director will be determined by the Board of Directors after the

end of the subject period by calculating the cumulative amount of stock remuneration during the subject period based on

the actual value of each evaluation index and considering the views of the Nomination and Remuneration Advisory

Committee.

2.

Click here for related information

Establishment and Certification of Science

Based Targets (SBT)

Corporate Governance　-　Risk Management　-　Compliance　-　Tax　-　Business Continuity Management　-　Information Security/DX　-　
Intellectual Property Management　-　Responsible Advertising and Marketing　-　Return to Shareholders and IR Activities

Top
Commitment

Sustainability 
Management

Initiatives for Sumitomo 
Forestry Group’s 
Business and ESG

Environment Social Governance
Related

Information

Sumitomo Forestry Group Sustainability Report 2025〈454〉

Corporate Governance

https://sfc.jp/english/sustainability/environment/climate-change/climate-initiative.html#anc12


Strategically-held Shares

Article 5 of Sumitomo Forestry's Basic Policy on Corporate Governance cross-shareholding is as follows.

1．The Company may acquire and hold shares in its business partners and counterparties when the Company determines that

such shareholdings will contribute to mid- to long-term enhancement of the Company’s corporate value from the perspective of,

among others, maintenance and reinforcement of long-term and stable business relationships with those partners and

counterparties as well as expansion of the Company’s business as a result of such closer ties with those parties.

2．At meetings of the Board of Directors, the Company will regularly examine whether the holdings of the shares under the

preceding paragraph (the "Strategically-held Shares") lead to the improvement of its corporate value through analyzing the

relationship between the profits/risks associated with such holdings and the cost of capital, and will verify the purpose and

rationale of such holdings. When the Company judges that the rationale and necessity of such holdings cannot be confirmed, it will

reduce the number of such Strategically-held Shares.

3．The Company will appropriately exercise its voting rights pertaining to the Strategically-held Shares in accordance with its

voting criteria and based on its comprehensive judgment from the perspective of the improvement of its corporate value.

Click here for related information

Basic Policy on Corporate Governance
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Risk Management

In order to reinforce its framework for managing business risks for the entire Group, Sumitomo Forestry has created the Risk

Management Basic Regulations and has appointed the President of Sumitomo Forestry as the highest authority on risk

management for the Sumitomo Forestry Group. Executive Officers in charge of each Division have been appointed authorities on

risk management of their department, and general managers have been appointed to promote risk management. The Regulation

encompasses risks in environmental, social, and governance aspects, comprehensively.

The Risk Management Committee is chaired by the President. Committee members consists of Divisional Managers and

designated General Managers of each division, General Manager of the Corporate Planning Department, Personnel Department,

Legal Department, IT Solutions Department, and Sustainability Department. The Committee meets once every quarter to analyze

and evaluate risks identified from each division, selects priority management risks, and prioritizes monitoring the progress of

responses to those of particularly high importance. A Compliance Subcommittee and a Business Continuity Management (BCM)

Subcommittee have also been established under the command of the Risk Management Committee to carry out specific activities

for increasing effectiveness of responses to compliance and business interruption risks regarded as cross-sectional risks affecting

the Group. The details of these activities are reported and submitted to the Board of Directors. In fiscal 2024, Risk Management

Committee was held four times, Compliance Subcommittee was held twice, BCM Subcommittee was held twice, and reports to

Board of Directors were made four times respectively.

In addition, the Internal Audit Department assesses the status of risk management through internal audits of each department

and Group company, and reports the audit results to the Board of Directors.

Risk Management Structure of the Sumitomo Forestry Group

Governance

Risk Management Framework

Corporate Governance　-　Risk Management　-　Compliance　-　Tax　-　Business Continuity Management　-　Information Security/DX　-　
Intellectual Property Management　-　Responsible Advertising and Marketing　-　Return to Shareholders and IR Activities

Top
Commitment

Sustainability 
Management

Initiatives for Sumitomo 
Forestry Group’s 
Business and ESG

Environment Social Governance
Related

Information

Sumitomo Forestry Group Sustainability Report 2025〈456〉

Risk Management



We keep developing specific measures to improve the effectiveness in our response to environmental, social, and governance risks

and emerging risks described in Sumitomo Forestry Group Code of Conduct. With respect to issues such as climate change and

nature-related matters, international trends are considered together with the business conditions of each Division in order to

evaluate risks and opportunities that are anticipated to have a significant financial impact at both the corporate and divisional

levels. Since fiscal 2019, each Division has worked together to conduct scenario analysis based on TCFD and analysis based on

TNFD’s LEAP approach.

The Sustainability Committee discusses items determined through this process to be priority risks in the medium to long term,

reports to the Board of Directors about its activities in the same way as the Risk Management Committee, and reflects this into

business execution.

Project Monitoring Committee

In 2023, we established the Project Monitoring Committee to monitor all risks related to new business projects, product

development, and other projects, from internal approval of project implementation to the start of business. The department in

charge of a project reports to the Project Monitoring Committee on the progress of the project and possible risks, and each

member evaluates the risks. In addition, the Committee Secretariat reports the proceedings of meetings to the President, and the

President instructs the Secretariat to (1) provide feedback to the department in charge of instructions and findings, (2) report to

the President from the department in charge, and (3) report to the Executive Committee, depending on the status of the matter.

Click here for related information

Corporate Governance and Internal Control Business Continuity Management System Sustainability Committee

Responding to TCFD and TNFD
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The following risks have been identified in operations as stated on the Security Reports.

Below are three specific examples of individual risks faced by Sumitomo Forestry, along with detailed explanations.

Risks Associated with Illegal Logging and Conversion Timber

Illegal logging is recognized as a crucial issue globally, and progress is being made to strengthen related laws and regulations in a

number of countries and regions. Japan has announced the Act on Promotion of Use and Distribution of Legally-Harvested Wood

and Wood Products (The Clean Wood Act) on May 20, 2016, which was enacted on May 20, 2017. On May 8, 2023, the Act

Partially Amending the Act on Promotion of Distribution and Use of Legally Harvested Wood and Wood Products (commonly

known as the "Amended Clean Wood Act") was enacted and came into effect on April 1, 2025. Addressing stronger control of

illegally harvested wood not only responds to the requirements of the world but it is also extremely important for the Sumitomo

Forestry Group to continue businesses sustainably. Departments and affiliated companies registered by the Sumitomo Forestry

Group submit performance reports each year to the registration agencies certified by the Japanese government. In recent years,

there is a growing interest on the sustainability of the forest from which timbers are sourced, in addition to the legality of the

procured timber and wood products. "Conversion timber" is timber generated during the conversion of natural forest areas to

non-forest use (such as oil palm plantation). While the conversion to farm land is often discussed from the commodity side (oil

palm, soy, rubber and cattle), conversion timber now poses sustainability risks to forestry industry.

Risks in Operations

1. Risks related to trends in housing and real estate markets worldwide

2. Risks related to procurement and sales of raw materials, timber and building materials

3. Risks related to declining number of skilled construction workers in Japan

4. Legal and regulatory risks

5. Foreign exchange risks

6. Risks related to raising capital

7. Quality assurance risks

8. Risks related to granting credit to business partners

9. Overseas business risks

10. Risks of mountain forests and planted forest operation locations held and managed

11. Risks related to information security

12. Risks related to accounting retirement benefits

13. Risks related to the environment including climate change as well as loss of nature and biodiversity, etc.

14. Risks of emergency situations caused by natural disasters, etc.

15. Risks related to infringement of human rights

Click here for related information

Securities Reports/Internal Control Reports

(in Japanese)
Compliance Business Continuity Management

Click here for related information

Responsible Material Procurement Supply Chain Management
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Impact on the Sumitomo Forestry Group

The Sumitomo Forestry Group could jeopardize its own businesses that handle wood resources if it neglected its duty and dealt in

illegally logged timber. Moreover, these actions would harm the image of the Company and could directly damage our business

performance such as compensation for damage and turnover.

Risk Countermeasures

The Sumitomo Forestry Group has been committed to responsible wood procurement, pioneering legislation in Japan and having

established the Timber Procurement Philosophy and Policy in 2005, to bring contributions to a sustainable society via business

activities of "wood," a renewable resource. In 2015, Timber Procurement Philosophy and Policy was extended beyond wood and

became subject to procurement of building materials, raw materials of products, and end products, and reestablished as Sumitomo

Forestry Group Procurement Policy. We have also been engaged in responsible wood procurement activities since 2018,

formulating the Timber Procurement Management Regulations and Timber Procurement Due Diligence Manual among other

measures. Sumitomo Forestry has drafted and is executing an action plan to accomplish by the end of fiscal 2021 founded in the

fiscal 2019 actions for strengthening due diligence through the Timber Procurement Committee and diffusing the use of

sustainable forests and wood to promote the procurement of timber from more sustainable forests.

Risks Associated with GHG Protocol Revision - Forest Carbon Removal Recognition

Forestry sector is currently the only sector that can remove carbon dioxide from the atmosphere through photosynthesis and

trees store carbon. However, unlike national emission inventory report to IPCC, corporate carbon accounting does not include

carbon removal from land sector and storage for biogenic products.

The Nature based Solutions (NbS) and Natural Climate Solutions (NCS) have now been receiving much attention for mitigation.

The GHG Protocol, a de facto standard of carbon accounting for corporates co-developed by the World Resource Institute and the

WBCSD, is now developing new guidance reflecting strong demand for the area of land use, land use change and natural (biogenic)

carbon removals. However, although many reporting frameworks refer to the GHG Protocol, the release of this new guidance has

been delayed from its initially scheduled date.

It is imperative for the land sector to be able to report carbon removal with a relatively easy-to-handle inventory accounting

protocol. Otherwise, it may hinder investment flow for the forest sector.

Click here for related information

Supply Chain Management in the Distribution

and Manufacturing Businesses

Corporate Governance　-　Risk Management　-　Compliance　-　Tax　-　Business Continuity Management　-　Information Security/DX　-　
Intellectual Property Management　-　Responsible Advertising and Marketing　-　Return to Shareholders and IR Activities

Top
Commitment

Sustainability 
Management

Initiatives for Sumitomo 
Forestry Group’s 
Business and ESG

Environment Social Governance
Related

Information

Sumitomo Forestry Group Sustainability Report 2025〈459〉

Risk Management

https://sfc.jp/english/sustainability/social/supply-chain/distribution.html


Impact on the Sumitomo Forestry Group

In 2023, Sumitomo Forestry launched its first forest fund offering future carbon credit for hard to abate sectors. In its long-term

vision, "Mission TREEING 2030", the Company disclosed the targets to expand its forest operation areas from 280,000 hectares of

fiscal 2021 to 1,000,000 ha by 2030. For the whole sector and for Sumitomo Forestry, unless forest carbon removals and biogenic

carbon storage be recognized through easy-to-handle accounting protocol, it may hinder investment flow for the forest sector.

Also, Sumitomo Forestry has been promoting wooden mid-to-large scale buildings in addition to the wooden detached houses in

Japan, the U.S. and in Australia. Substituting effect of construction materials to biomaterial, namely wood, has been recognized as

an effective transitional pathway for the carbon neutral society. Visualization of the carbon sequestration effect of biogenic

material is key and globally accepted protocol would greatly help pushing the agenda forward.

Risk Countermeasures

Sumitomo Forestry has been actively engaged in lobbying through the Forest Solutions Group of the WBCSD (World Business

Council for Sustainable Development) and CDP Japan Club, where Sumitomo Forestry serves as member. Also, we joined the

newly established International Sustainable Forestry Coalition in December 2023 to better collaborate among industry peers.

Through FSG, four of which members are official members of TWG of the GHG Protocol Land Sector Removal Guidance Revision,

we participated in the pilot test from September 2022 to February 2023, and also provided feedback. Carbon removal through

forest sequestration is the only currently-available-solution (and Nature based Solutions), which is imperative for the transition

towards the carbon neutral society.

Risks Associated with New Emerging ESG Mandatory Disclosures

In June 2023, the International Sustainability Standards Board (ISSB) released its inaugural standards which set out requirements

for sustainability-related (IFRS S1) and climate-related (IFRS S2) financial disclosures (ISSB Standards) for business entities. The

new standards consolidate the requirements of multiple other leading sustainability reporting frameworks and is mandated by

regulatory authorities. While it is a welcoming trend for business in a long run with a globally unified standard to report against

and lowering cost of sustainability disclosure, transitional period poses a great risk for companies to adopt to new mandates

coming into forces on a different time scale in each country.

Sumitomo Forestry, headquartered in Japan and listed on the Tokyo Stock Exchange Prime Market, is required to follow the

regulations by the Financial Agency of Japan, which plans to adopt the ISSB standards in 2025. In addition to Japan, the Group

operates businesses in approximately 30 countries, engaging in procurement and sales, and the decisions made in each of these

countries affect the Group. These sustainability disclosure requirement trends coincide with our rapid growth in overseas

operations through mergers and acquisitions. This poses great challenges to the Group especially in the data collection and

management of social-related non-financial information.

Impact on the Sumitomo Forestry Group

While we have already made and updated our Scope 3 disclosures, some of the ISSB disclosure requirements are time-consuming

and costly. For example, this includes concurrent reporting with financial disclosures, information on sustainability-related risks

and opportunities linked to financial reporting, and obtaining broader third-party assurance. With the EUDR already in place and

IFRS expressing their intention to expand information disclosure to biodiversity, human rights, and human resource development

in the supply chain, the impact of risks that should be mitigated by the Group, which operates businesses using forest-derived

products, is expected to intensify. Failure to meet disclosure requirements or disclosing incorrect information jeopardizes our

brand image and market access, as well as our financing activities.
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Risk Countermeasures

Sumitomo Forestry Group has been conducting Internal Sustainability Survey since 2012 to collect non-financial information,

review sustainability readiness of each Group entity and to implement any necessary measures to mitigate risks. Building up on

these initiatives, in June 2024, a Task Force team was formed among Corporate Planning, Finance and Sustainability Departments

to incorporate necessary measures in the upcoming mid-term sustainability target to be ready for the SSBJ (Japan's jurisdictional

body to determine how to adopt ISSB requirements) requirements for fiscal 2027 report. The Task Force has also been exchanging

views with relevant authorities on foreseeable challenges for the whole society, especially for smaller enterprises.

All new business and project plans that are brought for deliberation to the Board of Directors and the Executive Committee, which

is the advisory body to the president, Sumitomo Forestry conducts risk assessment for the following categories, considering the

entire supply chain. If a risk is confirmed, a report is made regarding the risk and measures to deal with it, which is used to

determine implementation. In addition, the same risk assessment is recommended for new business projects that are not brought

for deliberation to these meetings because they can be implemented under the jurisdiction of the respective Division or affiliated

company. In fiscal year 2024, 14 new businesses and projects were discussed. In particular, with regard to greenhouse gas (GHG)

emissions, we plan to introduce internal carbon pricing (ICP) to understand GHG emissions associated with business activities and

their financial impact. As part of the risk assessment process, we are planning to report estimated GHG emissions and ICP-related

costs. To better understand the specific financial impact, we also plan to revise our checklist to include items on emission volumes

and monetary impact.

Environmental

Aspects

Social Aspects

Legal and Regulatory

Compliance
Status of Legal and Regulatory Compliance

Overall Recognition of Indications from External Organization About Business Models, Products, Services and the Related Business Entities

New Business Plan Risk Assessment

1. Greenhouse Gases

2. Biodiversity Conservation (Including Verification of Protected Regions)

3. Waste

4. Water Resources

5. Soil Contamination

6. Noise

7. Others

1. Relationships with Companies We Do Business With

2. Anti-Corruption in All Its Forms, Including Extortion and Bribery.

3. Human Rights Considerations for Workers and Other Stakeholders

4. Promotion of Employee Diversity

5. Prohibition of Forced Labor and Child Labor

6. Appropriate Working Hours and Wages

7. Occupational Health and Safety

8. Impact on Local Communities (Including Concern for Local Residents and Administrations, Industry Organizations, NPOs, Municipal

Citizens' Groups and Indigenous People)
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Understanding and Assessing Housing and Real Estate Development Risks

Properly understanding the geological and geographical risks unique to each property is vital in the development of housing and

real estate. The Sumitomo Forestry Group has put in place the necessary systems to verify whether there are any issues through

careful surveys at the assessment stage of development in addition to other multistage checks done before determining how to

implement a project.

In overseas development, for example, we first select the land to develop and then outsource soil and environmental surveys to

external research firms to fully understand the risks from an objective standpoint. We not only ask local affiliated companies to

give their input on risks but the Sumitomo Forestry head office also conducts property inspections and environmental and social

impact studies using its own sustainability risk assessment sheet for projects larger than a certain scale. Management also

provides feedback through meetings at the Sumitomo Forestry head office to analyze risks from diverse multistage perspectives.

We only engage in projects determined to be acceptable through this process.

Construction also comes with the risk of occupational accidents during the construction phase. Sumitomo Forestry complies with

occupational health and safety laws and works to prevent occupational accidents at local affiliated companies and also puts in

place systems to immediately report any accident that occurs to the headquarters so it can quickly understand what happened as

well as plan and execute measures to prevent recurrence.
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We not only provide risk management and compliance training when Executive Officers and employees join the Company but also

conduct e-learning for all Group Executive Officers and employees every year to enhance the risk sensitivity of Sumitomo

Forestry Group Executive Officers and embed it in our corporate culture. In fiscal 2024, we also conducted risk management

training for risk management promoters and those responsible for risk management.

In addition, we are periodically conducting training on corporate law and corporate governance, including those of Sumitomo

Forestry's Outside Directors and Outside Audit & Supervisory Board Members.

The Sumitomo Forestry Group implements Two-hour Rule reporting system designed to quickly and accurately communicate

information to management in the event of an emergency situation that may have a grave impact on company management. In

addition to the regular reporting line, it utilizes communication via the Division responsible for risk management. Through this

system, management can take the best decision swiftly, ensuring an initial response which avoids loss and controls the situation.

Moreover, it serves a role in collecting and accumulating reported cases and assists in improved business practice and prevention

of recurrence.

At our overseas sites as well, employees report back assessed risks. For example, some sites have introduced the system where

supervisors install safety management application on their mobile phones that allows swift reporting of risks and incidents when

they occur, or that implement an incentive system for making suggestions upon discovery of an event that is one step away from a

serious accident (near-miss). Through these initiatives, we are raising awareness among employees to make it easier to discover

risks.

Furthermore, the structure is organized so that, by sharing information with the public relations departments, important

situations are disclosed to stakeholders properly and in a timely manner.

Two-Hour Rule and Use of Risk Information

Risk Education

Click here for related information

Corporate Governance and Internal Control

Prompt Identification and Response to Risks
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Compliance

The Sumitomo Forestry Group has established the Sumitomo Forestry Group Code of Conduct as a foundation for its policies and

regulations based on its Corporate Philosophy and Our Values. The Sumitomo Forestry Group uses the Code of Conduct for

compliance not only at its Group companies but also at its suppliers to prevent corruption such as bribery, engage in fair business

practices, maintain informational confidentiality, build healthy relationships with politicians, and respect human rights. In this

manner, we ensure that the entire Group’s operations follow the Code of Conduct including in the supply chain.

Sumitomo Forestry established the Compliance Subcommittee as a subordinate organization under the Risk Management

Committee, chaired by the General Manager of the General Administration Department and comprised of the persons responsible

for risk management, including those from the responsible departments at each group company. As a cross-cutting organization

across the group, the subcommittee promotes responses to compliance risk. The Committee addresses compliance risks by

sharing information on amendments to various laws and regulations, including the Construction Business Act of Japan, as well as

relevant administrative developments. This meeting was held two times in fiscal 2024.

In addition, the following activities were carried out to support the continuous improvement of compliance frameworks at each

Group company. Through these efforts, the Group uplifts the baseline of compliance personnel, harmonizes their understanding

and fosters a shared sense of risk awareness.

Governance

Basic Policy

Click here for related information

Sumitomo Forestry Group Code of Conduct

Compliance Promotion

Combined inspection of compliance with the Construction Business Act, Act on Architects and Building Engineers, and the Real

Estate Brokerage Act

Combined inspection of safe operation management system

Combined inspection of compliance with the Subcontracting Act

Combined inspection of responses to administrative procedures and legal requirements specific to Group companies

Sharing of matters for initiatives aimed at strengthening execution of the Subcontract Act and Anti-Monopoly Act (fair

transactions with subcontracting SMEs and appropriate price pass-on, etc.)
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These activities are outlined and reported to the Board of Directors once every quarter to systemically reflect them to the

execution of our businesses. In addition to making monthly activity reports to auditors and internal audit divisions, any

particularly important initiatives or risk information that is common to the group is shared with the auditors in each group

company via the meetings of statutory auditors of Sumitomo Forestry and its subsidiary companies. In this fashion, the Group has

developed a system for promoting compliance in its lines of business execution using internal and external approaches.

Based on the Sumitomo Group Procurement Policy, Sumitomo Forestry Group responds to compliance risks in supply chains by

working with suppliers to ensure that wood procurement is performed legally and in a sustainable manner with consideration of

legal compliance, human rights, labor practices, biodiversity conservation, and local communities. The Wood Procurement

Committee convenes four times every year, chaired by a Director of the Corporate Division, and includes procurement managers

from the Timber and Building Materials Division, Housing Division, and each department procuring timber and wood products at

affiliates. At meetings, the Committee deliberates on the wood procurement of the entire Group, including procurement

standards for wood and risk assessment of illegal logging. This committee receives reports on results from local interviews and the

Sustainability Procurement Survey, including the level of supplier compliance awareness, and requires corrective actions to rectify

any supplier issues found. In addition, in the risk assessment, we review and revise the risk classification of each logging country

once a year with reference to information from the Corruption Perception Index of international NGOs, the FSC's country-

specific risk assessments, and reports by environmental NGOs.

The Sumitomo Forestry Group provides compliance training to newly hired employees covering relevant laws and company rules,

to ensure that they understand the importance of compliance and to foster awareness of compliance. In fiscal 2024, training was

provided to a total of 450 newly hired graduates and to 137 mid-career recruits (Sumitomo Forestry). Compliance training was

also provided to groups of employees at specific levels, including training for new General Managers.

In addition, we have designated e-learning courses such as "Risk Management and Compliance," "Information Security," and "Work

and Human Rights," which include topics related to harassment, as mandatory courses. All employees of the Group, including

temporary employees and part-time employees, are required to take these courses every year. By having employees take the

course repeatedly, we aim to establish compliance awareness and enhance corporate value.

In FY2024, 14,804 employees of whom 6,766 and 8,038 belong to the parent company and Group companies, respectively, took

the class.

Compliance Training
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The Sumitomo Forestry Group is committed to creating a workplace environment equipped with a self-corrective function for

catching any misconduct concealed in day-to-day operations at an early stage. The Group established the Compliance Hotline

(grievance desks) in 2002 to allow for the reporting of compliance violations. Furthermore, in October 2019, we put in place a

whistleblowing mechanism shared with our main overseas Group companies as our Group expands businesses around the world.

An external multilingual operator is used for this reporting system to receive reports in English, Chinese, Indonesian, Vietnamese,

and Thai.

We received 15 consultations, including cases of suspected misconduct and harassment in fiscal 2024.

Compliance Hotline Framework

The Group has two Compliance Hotlines, an internal hotline (General Manager of the General Administration Department is

responsible) and an external hotline (lawyer), ready to provide advice and receive reports via telephone or a dedicated email

address. Sumitomo Forestry clarified the protection of rights for persons seeking advice or making reports in relevant regulations

while publicizing this information on its intranet. We are also striving to create an environment where everyone can easily use this

hotline through measures such as the distribution of leaflets including the contact information—internal and external—for the

compliance hotline to all employees including those of Group companies.

When a report is received, an investigation will be carefully conducted. If a compliance violation, etc. is confirmed, necessary

corrective measures will be taken. The operating performance of the Compliance Hotline is reported to the Board of Directors

quarterly, and case studies of reports are used as learning opportunities in training as needed in an effort to prevent recurrence.

Compliance Hotline Framework

Compliance Hotline

Click here for related information

Grievance Desk
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The Sumitomo Forestry Group audits compliance-related matters at each business site through internal audits and follows up with

guidance on corrective actions or improvements for any problems that are found.

The Sumitomo Forestry Group conducts a compliance awareness survey of all employees belonging to the domestic Group

companies once every two years in order to measure the level of awareness and permeation of compliance. In 2024, a total of

12,020 employees responded to the survey.

Issues identified through this survey are reflected in compliance initiatives.

Based on the Sumitomo Forestry's Regulations for Prevention of Bribery of Officials including Public Servants, we aim to prevent

corruption both in Japan and overseas. Basic principle of these regulations is to alert facilitation payments (small payments to

facilitate ordinary administrative services) and to provide conditions and prior approval for donations such as political

contributions. The regulations also stipulate that no offer, promise, implementation, or approval will be made for the provision of

money, goods, or other benefits to public officials, etc. We also introduce overseas consolidated subsidiaries common tools such as

a Sales Commission Checklist to help prevent bribery. We will continue to conduct interviews and training on the status of anti-

bribery initiatives to understand risks and educate Group employees.

In addition to the above, when appointing a new contractor or agency or renewing a contract, the Company appropriately

confirms that there is no risk that contractor will commit acts of bribery. At the same time, when engaging in joint ventures with

other companies, the Company appropriately conducts due diligence, including status of corruption.

Furthermore, there were no reports of bribery, including facilitation payments, taking place in the Sumitomo Forestry Group in

fiscal 2024.

Compliance Auditing

Click here for related information

Internal Audits

Compliance Awareness Survey

Preventing Corruption
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Sumitomo Forestry published the Antimonopoly Act Guide Book, and via articles on its intranet, e-learning and other methods, it

works to enhance understanding and awareness regarding the intent and outline of the Antimonopoly Act and about the risk of

cartels stemming from contact with competitors, for the purpose of promoting fair competition. In addition, we conduct a

combined inspection of our compliance system for the Subcontract Act (Act on Prevention of Delay in Payment of Subcontract

Proceeds, etc.), and we are working to correct trade and business practices that hinder the building of partnerships with suppliers

for the creation of value and coexistence and co-prosperity throughout the supply chain.

Furthermore, there were no reports that any breaches or issues related to the Antimonopoly Act and Subcontract Act involving

any member of the Sumitomo Forestry Group in fiscal 2024.

The Sumitomo Forestry Group states in its "Code of Conduct": "We shall maintain a healthy and transparent relationship with the

government that is in conformance with all laws." This statement has been included to ensure a healthy relationship with the

government. The Sumitomo Forestry Group Code of Conduct Handbook distributed to every employee working at Group

companies in and outside Japan clarifies "As a general rule and in accordance with relevant laws and company regulations, only the

division in charge is permitted to make political contributions" and "If circumstances require another division to make a political

contribution, make sure that there is adequate prior consultation with the division in charge or top management."

The Sumitomo Forestry Group adheres to the Financial Instruments and Exchange Act as well as other relevant laws to prevent

insider trading. Regulations to prevent insider trading maintains and improves the trust society has for the company in the stock

market by clarifying procedures to prevent insider training by executives and employees as well as the management of

information and disclosure methods. In addition, executives and employees who have the potential to come into contact with

insider information on a daily basis are required as policy to gain the prior approval of the General Manager of the General

Administration Department if they plan to buy or sell company stock to ensure the appropriateness. The Group also has published

an Insider Trading Prevention Manual and raises awareness through its internal websites in addition to reminding the executives

and employees twice a year about the prevention of insider trading as a general rule.

Furthermore, there were no reports of breaches or issues related to insider trading in the Sumitomo Forestry Group in fiscal 2024.

Promotion of Fair Competition and Appropriate Transactions with Subcontractors

Click here for related information

Partnership Building Declaration

Political Contributions Policy

Restriction of Insider Trading
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The Sumitomo Forestry Group's Code of Conduct state that the "influence from anti-social forces will be met with a resolute

attitude and no compromises will be tolerated" as its basic policy. The General Administration Department is designated as the

division to coordinate overall response and systematically cooperates with external expert bodies such as the police and lawyers

in order to gather information about anti-social forces, and when required, gives guidance in issuing warning notices. In addition,

in accordance with the enforcement of laws of each prefecture for the exclusion of organized crime, Sumitomo Forestry takes

appropriate action including standardization such that all contracts that Group companies enter into with third parties include a

clause to exclude anti-social forces.

Furthermore, we have requested that all business partners, including existing contracted partners, provide declarations

guaranteeing that neither they nor their parent, subsidiary or subcontracting companies are anti-social forces.

Sumitomo Forestry Group promotes use of a standard Group system for safe driving to manage the risks associated with traffic

accidents and violations.

Specifically, Sumitomo Forestry has established 10 common initiatives, including requiring the submission of traffic accident and

administrative penalty reports, acquiring Certified Driving Records*, and rolling out a Safe Driving Management System that

centrally manages basic information of drivers and vehicles. We have also developed a system to ensure the timely and

appropriate fulfillment of statutory obligations and driver instruction. Each year, we conduct a comprehensive inspection of the

status of system implementation.

We also share the status of monthly traffic accidents with each business division, which helps in formulating measures to prevent

accidents and in educational activities.

Moreover, we provide safe driving education throughout the year, including tailored practical driving training and safe driving

seminars for employees with a higher risk of accidents or violations—such as newly hired graduates, veteran staff members, and

those who have repeatedly been involved in accidents or infractions.

Rejection of Influence from Anti-Social Forces

Prevention of Traffic Accidents and Violations

A certificate issued by the Japan Safe Driving Center showing a driver's violations and administrative disciplinary actions, etc.*
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Revocation of Forest Management Plan Certification

In March 2024, Sumitomo Forestry received an administrative penalty for failing to comply with procedures to change its Forest

Management Plan (the Plan) under the Forest Act, resulting in a revocation of its certification by the Minister of Agriculture,

Forestry and Fisheries. In December 2023, it was discovered that a former employee of the Environment and Resources

Department did not request certification for a change of a portion of the Plan, but instead prepared on his own a Ministerial

Certification Letter. As a result, some operations were carried out without actual certification. Certification was revoked due to a

failure to comply with certification application procedures as well as the undertaking of operations that were not in accordance

with the Plan. Since then, as a recurrence prevention measure, we have worked to improve our organizational structure and

review our workflows and manuals, and received re-certification on May 31.

This incident was due to inadequate knowledge sharing of workflows, lack of adherence to internal procedures and an incomplete

process checking system.

Going forward, we will continue our compliance efforts by building systems to prevent operational errors, conducting regular

visits to business sites, and fostering awareness of legal compliance through regular training on the Forest Act and other relevant

laws and related systems.

Non-conformity with 45-Minute Semi-Fireproof Eaves Construction

It was found that some buildings constructed by Sumitomo Forestry did not meet the specifications certified by the Ministry of

Land, Infrastructure, Transport and Tourism (MLIT) for 45-minute semi-fireproof eaves construction. This issue was reported to

the MLIT in December 2024.

Specifically, an internal investigation revealed that in 930 buildings completed between December 2014 and December 2024 with

45-minute semi-fireproof specifications, eaves materials were used with component mixing ratios that differed from those stated

in the ministerial certification. Under the guidance of the MLIT and relevant authorities, we are currently providing explanations

to the affected customers and conducting necessary inspections.

We take this matter very seriously and are committed to promptly carrying out corrective measures, including repairs, while

making company-wide efforts to prevent any recurrence.

Non-compliance Case
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Tax

All of the officers and employees of the Sumitomo Forestry Group adhere to laws and regulations, social norms of behavior and

corporate regulations to act with the highest regard for ethics. We clarify fair accounting and tax practices based on accurate

records in the Sumitomo Forestry Group Code of Conduct that defines basic policy when engaging in business. We also distribute

this information to every employee at all Group companies worldwide. We have put in place policies for tax practices as well and

strive to maintain and enhance tax compliance through efforts that include awareness raising for employees.

In addition, we have set the "Establishment of a strong business structure" as one of the Nine Material Issues of the Sumitomo

Forestry Group, and are striving to link business strategies including tax affairs with sustainability strategies.

Tax affairs are one financial function of the Group led by the director in charge of financial matters. The Accounting Planning

Department of Sumitomo Forestry manages tax operations and has put employees with expert knowledge in charge of tax affairs.

The Corporate Planning Department at the head office also ensures proper tax handling by monitoring the progress of tax

payments and tax surveys worldwide in a timely manner in addition to immediately reporting that information along with Group

tax issues and other tax-related matters to the director in charge.

The Risk Management Committee that oversees the entire Group manages and monitors tax and other compliance risks as well as

corporate ethics risks as material management risks.

Governance

Basic Policy

Tax Governance System

Click here for related information

Risk Management Framework Compliance Hotline
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In business dealings which may present a high tax risk, we make every effort to reduce the tax risk by preparing systems for

sufficient prior examination as well as requesting advice and guidance from tax experts as necessary. While the Company strives

to optimize tax payment through proper effective steps to reduce tax burden, we do not engage in any tax strategies through

interpretations or applications which stray from the meaning of the law.

The Sumitomo Forestry Group understands that international initiatives such as Base Erosion Profit Shifting (BEPS) project by the

Organization for Economic Cooperation and Development (OECD) are important for ensuring tax transparency and preventing

international tax avoidance. Based on purpose of the BEPS Project, we are working to develop transfer pricing documents in

accordance with tax-related laws and regulations of each country. Additionally, the Group does not use tax havens for tax

avoidance.

The Sumitomo Forestry Group strives to maintain favorable communication with the tax authorities and remains sincere and

honest in all of our correspondences based in facts. In the event an issue is pointed out by the tax authorities, we investigate the

cause of the problem immediately and take the appropriate measures to properly correct or improve the problem to prevent

recurrence, except in cases involving a formal objection or appeal related to the measures or view of the tax authorities.

Initiatives to Address Tax Risk

Relationships with Tax Authorities
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Business Continuity Management

The Sumitomo Forestry Group has established BCM Subcommittee in order to respond to business interruption risks, such as

natural disasters and infectious diseases, which are extremely difficult to prevent through corporate efforts and may have a

significant impact on functions of the head office. We disseminate and strengthen the Business Continuity Management System

(BCM system). And we also formulate, review, and improve the Business Continuity Plan (BCP), or conduct training based on the

plan.

In fiscal 2024, the BCM Subcommittee was held twice. We inspected the status of business continuity systems at Group

companies and worked to promote further development of these systems based on the inspection results.

In July 2021, the Sumitomo Forestry acquired "Resilience Certification"

(Resilience Certification for contribution to national resilience)*, which is given to

business operators who are actively engaged in business continuity and social

contribution. In 2019, we formulated BCM Regulations and have been working to

review and improve the BCM system. In addition, since the Great East Japan

Earthquake, through the Wooden Home Builders Association of Japan, to which

we belong, we have concluded agreements on disaster prevention and reduction

with local governments around the country, and we were recognized for working

to revitalize local communities and solve social issues in addition to creating safe

and secure communities. In July 2023, we were awarded renewal of this

certification in recognition of the ongoing efforts. We will continue to accelerate

our efforts to increase resilience in order to minimize the impact of business

disruptions and recoveries from major disasters and pandemics.

Governance

Business Continuity Management System

Resilience Certification

A system in which the Association For Resilience Japan examines and certifies businesses that are actively engaged in business continuity initiatives based on the

"Guidelines for Certification of Organizations Contributing to National Resilience" established by National Resilience Promotion Office, Cabinet Secretariat.

*
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The Sumitomo Forestry Group places the highest priority on ensuring safety of employees and their families as a principle of

response in the event of an emergency. Therefore, we have established an emergency communication system for each

organization. In addition, we have introduced a safety confirmation system that automatically transmits information in

conjunction with disasters to each Group company in Japan. Every year, Group companies in Japan conduct safety confirmation

drills. A total of 16,517 employees participated in 2024.

To ensure safety of our overseas employees, we introduced a safety confirmation system for overseas employees in 2019. This

system enables us to quickly confirm their safety in the event of an emergency such as an earthquake, terrorist attack, or

volcanic eruption in the host country.

In addition, we are striving to prevent secondary disasters due to insufficient information by operating a crisis management

portal site (BCPortal) that can be accessed from external networks as a tool for disseminating information from the company

after a disaster has occurred, and by building a system in which employees and their families can obtain various information even

in the event of an emergency.

At Sumitomo Forestry, the BCM Regulations assume both a crisis event that may result in the suspension of head office functions

and a crisis event that may simultaneously cause damage affecting the residential safety of a large number of homes. Based on

these assumptions, the Company has formulated a Business Continuity Plan (BCP). This BCP specifies key operations, such as

confirming the safety of employees and their families and making various payments. It also includes measures such as

establishing a system that enables the continuation of important operations at two bases—Tokyo and Osaka—and conducting

remote backups of various systems and data necessary for carrying out operations in the event of an emergency.

Ensuring the Safety of Employees

Initiatives for Continuity of Critical Operations
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At each disaster site, even in a situation where the chain of command with the head office is disconnected, it is necessary for the

responsible person to make flexible decisions and quickly take initial actions. Therefore, "Simulated Initial Response Training" is

implemented to enhance response-ability. This training has been implemented since 2011. The training was implemented for a

total of 53 operational managers of different sites in 2022. In 2024, in line with the appointment of an Executive Officer in

charge of the Osaka Head Office (BCM), two emergency disaster response drills were conducted at the Osaka Temporary

Disaster Response Headquarters, focusing on initial response actions in the event of a crisis.

In preparation for those who have difficulty returning home in the event of a major earthquake, we have established a minimum

common standard disaster prevention stockpile at each workplace at all Group sites in case they are required to stay at the office

or walk long distances home. In particular, in major urban areas (Tokyo metropolitan area, Osaka city, Nagoya city, and

government-designated cities) where a large number of people are anticipated to be unable to return home, we store emergency

supplies in anticipation of three days of work stays.

To prepare for potential disruption of its housing business supply chain following a disaster, Sumitomo Forestry shares the

specifications and processes for property construction along with site progress status information with business partners

including component makers and building contractors. By enabling advanced procurement of materials and production in this

way, the Company is striving to reduce the risk of a disruption to operations. However, there were some delays in material

procurement and constructions due to the worldwide spread of the COVID-19 in 2020.

In light of this situation, if a supplier is affected by an earthquake or other natural disaster or other accident such as fire, we ask

the supplier about the extent of damages and make every effort to continue supply. We will now explore ways to reinforce this

system, including systemization for more quickly ascertaining the actual situation at the affected suppliers. In addition,

Sumitomo Forestry works to build a purchasing system which has at least two companies that can supply the same materials as a

general rule to ensure readiness for these types of unforeseen situations (including at least two production sites for the same

materials).

To address delays in procurement materials, we are having continuous discussions with suppliers. As a short-term measure, we

are increasing inventory at suppliers where delays have occurred. As a medium- to long-term measure, we are working to reduce

risk by decentralizing production facilities—for example, by establishing production sites in multiple countries rather than

relying on a single country.

Sumitomo Forestry also reviews its suppliers of materials, with supplier evaluations conducted every year for determining

whether to continue business with them. Business continuity items, such as systems for ensuring alternative supply routes

during a disaster, have been added to these evaluations. These efforts will work to further reduce risks that may interrupt

business operations in the future.

Training and Education Activities

Disaster Prevention and Reduction Countermeasures

Strengthening Supply Chain Business Continuity Plan
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Sumitomo Forestry has setup call centers in Tokyo and Okinawa, thereby facilitating 24-hour after-sales service. (These services

entail various consultations including home maintenance/repairs accepted 24 hours a day 365 days a year.)

Sumitomo Forestry has also developed a mechanism whereby any call center can back up the functions of another call center in

the event it is affected by a disaster. Through a unified emergency system, the Company can share damage information

pertaining to owners nationwide, enabling us to respond quickly to disaster and requests for repairs.

Continuity of Customer Service
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Information Security/DX

In order to ensure the confidentiality, integrity and availability of its information systems, the Sumitomo Forestry Group is raising

the security level of its systems through the enhancement of both the operational rules and technology aspects of information

security. Recognizing that the protection of customer information is of particular and utmost importance, the Group continues to

conduct employee training to ensure dissemination of the rules and verifies their level of awareness. Furthermore, we are

continuously improving these initiatives to maintain a system that can respond to the latest threats at all times.

In terms of operational rules, we have compiled guidelines and checklists covering Group companies in Japan. The person

responsible for the department in charge of information systems at each Group company in Japan conducts checks of the

information security level every year. Moreover, we developed the same level of guidelines for overseas Group companies.

Increasing Employee Knowledge of Information Security

All employees of the Group companies in Japan, including temporary employees and part-time workers, are required to take

training on information security every year through the intranet. It is required to pass the test to complete the course.

Furthermore, in fiscal 2024, we conducted information security audits in collaboration with the Internal Audit Department in

order to investigate on-site compliance with the guidelines and strengthen security measures. The audit covered 37 branch

departments of Sumitomo Forestry and 10 Group companies in Japan.

Strengthening Information Security Measures

For the technical aspects of information security, the Group has introduced encrypted computer start-ups and data export

restrictions on computers that are taken outside the Company.

We responded to the dramatic increase in information security risks brought on by the promotion of work from home during the

COVID-19 pandemic. Sumitomo Forestry developed a VPN*1 environment employing strong information security measure, which

was expanded to all of the Group companies. Additionally, in fiscal 2023, we developed a support system for overseas Group

companies and have been working to strengthen information security measures in line with the guidelines. In fiscal 2024, overseas

Group companies continued efforts to raise their information security standards to the level defined by Sumitomo Forestry. For

companies that have not yet met the targets, we will continue working toward achieving the standard level by the end of fiscal

2025.

Sumitomo Forestry had no information leaks, cyberattacks or other such issues in fiscal 2024 that had impact on our business

operations.

Governance

Information Security Policy

Development of Security Operations System

A Virtual Private Network (VPN) is technology to expand a private network by configuring a virtual tunnel between users who connect over the Internet, etc.*1
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Sumitomo Forestry has formulated internal rules to safeguard the personal information of customers, such as the Personal

Information Protection Policy and the Personal Information Protection Regulations. In addition, the Divisional Manager of the

Corporate Division, who also serves as the Executive Officer responsible for general administration is designated as the chief

executive in charge of protection of personal information, the head of each department is assigned as the supervisor and an

information security officer is placed in each department. In these ways, the Company has established a protection system that

extends from the Head Office through to each office.

The Company has also established a help desk within the Customer Service Department for inquiries regarding the handling of

personal information. In addition, collective training is provided for the head and general administration representative of each

department. E-learning is provided for all other employees and efforts are made to increase awareness among subcontractors in

order to prevent personal information leaks. It is also mandatory for employees at Group companies to undergo e-learning

training.

Management System at the Executive Management Level

The General Manager of the IT Solutions Department, under the supervision of the Divisional Manager of the Corporate Division,

who also serves as the Executive Officer in charge of IT solutions and information security, is responsible for promoting

information security measures for the Sumitomo Forestry Group, such as the formulation and management of rules and

regulations, the proposal and implementation of technical measures, the education and training of employees, and the

investigation of accidents and implementation of countermeasures. The IT Strategy Committee is convened by the General

Manager of the IT Solutions Department and includes the President and the heads of each division. At its meetings, regular

reports are provided on social trends related to information security and the status of implementation of the Sumitomo Forestry

Group’s measures, and instructions are given for further action.

Management System On-site

The person responsible as the information security supervisor in each department provides guidance and management for the

execution of that department's operations and assigns an information security officer as the working-level manager for the

department's information security.

Furthermore, the Group also holds regular meetings of the Information Security Promotion Personnel Council and the Affiliates IT

Personnel Council, which are attended by the persons responsible for information security at departments of Sumitomo Forestry.

The council raises awareness and ensures thorough compliance to the guidelines as well as promotes the introduction of

information security systems.

Systems for Protecting the Privacy of Customers (Protection of Personal Information)

Click here for related information

Personal Information Protection Policy

Systems for Managing Information Security
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The Risk Management Committee stipulates as one of its items for priority management the risk of confidential information leaks

due to an outside attack and other causes. The committee shares information and discusses ways to prevent and reduce the

impact of such leaks at committee meetings held regularly every quarter. In fiscal 2025, we have newly added "Strengthening

Information Security at Outsourced Partners" (supply chain measures) as a priority item and are actively working on this initiative.

These activities are reported to the Board of Directors and a system to reflect this in business execution is put in place.

The BCM Subcommittee installed under the Risk Management Committee conducts activities aimed to raise the efficacy of

measures to mitigate Group-wide, IT-related business interruption risks.

Dalian Sumirin Information Technology Service (ITS) Co., Ltd., which provides housing CAD design both inside and outside the

Sumitomo Forestry Group, system operation, back-office services, and other BPO services, has acquired ISO27001 certification

for its information security management system.

In fiscal 2023, we sent IT governance officers from the Head Office to our overseas Group company in the U.S., and we are working

to improve our IT governance management system, including information security. In fiscal 2024, the Timber and Building

Materials Division obtained ISO 27001 certification for its information security management system in connection with the

industry-specific quotation service (JUCORE Estimate) that it launched.

With threats to information security growing because of the spate of incidents involving leaks of personal information, targeted

email attacks and other incidents, Sumitomo Forestry Group introduced EDR*1 (next-generation security software) at Group

companies in Japan including Sumitomo Forestry, and stepped up PPAP*2 countermeasures following upgrades to email security

infrastructure. In this manner, we continue to invest in solutions that will further enhance the information security of the Group.

We have been executing information security diagnostics through simulated attack methods at least once a year on any system

infrastructure with Internet access. In addition, a training program about targeted email attacks is implemented for all employees

in Japan.

Establishment of CSIRT

Sumitomo Forestry established a CSIRT*1 in October 2022 to conduct monitoring for prevention of security incidents and to have

an organization in place to implement appropriate response in case of an incident. In November 2023, we joined the Nippon CSIRT

Association. In addition, we conduct annual practical training on response scenarios in case of an information security incident.

We will continue to improve our incident response capabilities, mitigate information security risks, and promote information

sharing and collaboration.

Click here for related information

Risk Management Framework

Initiatives to Strengthen Information Security

Abbreviation for Endpoint Detection and Response. A security solution that detects suspicious behavior on the user's computer or server (endpoint) and facilitates

a quick response

*1

A method of sharing files where the sender first sends a password protected zip file by email and then follows up with a second email containing the password to

access the file. An abbreviation for (P)assword, (P)assword, P(A)ssword protection, (P)rotocol

*2

Abbreviation for Computer Security Incident Response Team. A dedicated team that addresses incidents considered to pose security threats*1
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The Sumitomo Forestry Group has established digital and innovation as keywords in "Striving for transformation and the creation

of new value," one of the business polices of "Mission TREEING 2030", and has positioned the promotion of DX as an important

initiative to achieve its long-term vision.

Sumitomo Forestry has launched a dedicated digital transformation (DX) website to share its policies and focus areas related to IT

and DX externally. By publishing DX case studies and insights gained, the site aims to promote dialogue with stakeholders—

including customers and partner companies—and deepen information sharing and mutual understanding around DX.

Introduction of Group Management Platform

We have begun developing an environment that enables data-driven management decisions by centrally managing domestic and

international Group management information and visualizing business conditions.

The initial rollout targets executive management and selected administrative departments, with the ultimate goal of building a

platform that allows anyone within their authorization to extract and analyze data by themselves—significantly accelerating the

speed of business decision-making.

Development of DX Talent

To further advance digital transformation (DX), we have been working to define advanced talent who possess both the mindset

and skills to leverage digital (D) for operations and business transformation (X). Based on this definition, we have also established a

training framework for developing such talent, which will be implemented starting in fiscal 2025.

DX Planning and Promotion Talent: Drives the creation of new businesses, transformation of existing businesses, and

the advancement and efficiency of operations through the use of digital technologies.

Data Utilization Talent: Translates data utilization strategies into concrete actions and applies expertise in AI and data

science to properly analyze and visualize data.

Promotion of DX

Click here for related information

Sumitomo Forestry DX Website (in Japanese)
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Promotion of Citizen Development

Starting in fiscal 2024, we have been gradually expanding RPA-based*1 citizen development to domestic Group companies,

enabling employees engaged in non-IT operations to independently automate and streamline their own tasks.

A total of 140 employees have participated in hands-on training sessions organized by the IT department, helping to foster a

culture of employee-driven operational innovation.

From fiscal 2025 onward, we will continue to increase participation in these training sessions and further promote operational

efficiency.

Utilization of Generative AI in Operations

In the area of generative AI, we have expanded the scope of our AI platform to include domestic Group companies.

The platform operates in a closed environment, isolated from external systems, allowing the use of internal information that

should not be entered into public AI services. It supports not only text input but also the analysis of images, Excel files, and other

formats, thereby broadening its range of applications and further promoting operational efficiency.

Abbreviation for Robotic Process Automation. Technology to automate PC operations using software robots*1
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Intellectual Property Management

The proper protection and use of copyrights, trademarks and other intellectual property rights have a major impact on business

competitiveness, while illegal actions such as intellectual property rights infringement is one of major risks in corporate

management. The Sumitomo Forestry Group strives to properly manage intellectual property rights, including the protection of

intellectual property based on the unique characteristics of each business and proper handling of third-party intellectual

property as necessary to sustain and improve competitiveness.

Sumitomo Forestry established the Intellectual Property Department under the Legal Department to take on the management

of intellectual property, employing a number of patent lawyers as department staff. The Intellectual Property Department

provides various support that includes education for employees to cultivate knowledge and actions about intellectual property,

legal consultation about the infringement and being infringed on intellectual property rights, assistance for the execution of

various contracts related to intellectual property, and the application and protection of the intellectual property that is created

at research institutes and business departments for the purpose of improving corporate performance.

Sumitomo Forestry Group conducts intellectual property training for employees under a systematic program that sets out target

departments and appropriate contents. The purpose is to systematically teach the correct knowledge and fundamental actions

for handling intellectual property from the perspectives of compliance and risk management. In fiscal 2024, we conducted four

intellectual property training sessions for persons in charge of research & development, sales planning, advertising and catalog

production as well as managers, at research institutes, business departments, and affiliates. These sessions were designed to

emphasize compliance to prevent violations of the intellectual property rights of others.

We have also established an environment in which all Sumitomo Forestry Group employees can access intellectual property-

related course that place emphasis on aspects of compliance at all times through our e-learning website. This is a mandatory

course that must be taken by each Sumitomo Group employee every year.

Governance

Basic Policy on Intellectual Property Management

Intellectual Property Management Structure

Intellectual Property Education
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Responsible Advertising and Marketing

In keeping with the Sumitomo Forestry Group Code of Conduct, Sumitomo Forestry Group complies with relevant legislation,

including the Copyright Act, Trademark Law, Building Lots and Buildings Transaction Business Law, and the Act against

Unjustifiable Premiums and Misleading Representations. Out of consideration for the perspectives of our diverse stakeholders,

we also engage in accurate and appropriate advertising and marketing that do not cause misunderstanding or offense.

In order to ensure thorough observance of laws, standards and norms, Sumitomo Forestry has a system which the Corporate

Communications Department and the Legal Department cooperate to confirm and verify the content of advertisements as

required.

Sumitomo Forestry did not violate any laws or regulations related to marketing or advertising in fiscal 2024. Furthermore,

Sumitomo Forestry holds bimonthly meetings of the Brand Communication Committee, comprised of advertising personnel

from relevant departments and Group companies in Japan, carrying out study sessions that include prevention of non-

compliance in an effort to raise awareness. Through these efforts, Sumitomo Forestry thoroughly implements prior checks, and

prevent misunderstanding through the dissemination of unreliable information.

In fiscal 2024, the Brand Communication Committee held study sessions on the

Copyright Act, Portrait rights, Act Against Unjustifiable Premiums and Misleading

Representations, and Unfair Competition Prevention, and Trademarks Act. These

study sessions bring understanding about laws related to advertising, labeling,

and violations that can easily occur as well as evoke caution in managers and

other staff in charge of marketing materials.

A web discussion session is also held once a quarter. Additionally, the Committee

created website management guidelines and provided relevant division and

Group company website teams in Japan with information and instructions on

personal information and information security.

The Brand Communication Committee

Governance

Basic Policy

Observance of Laws, Standards and Norms

Initiatives to Improve Company-Internal Literacy
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Return to Shareholders and IR Activities

In recent years, institutional investors have shifted the way to evaluate a company. Among these, engagement is considered

important. The dialogue between companies and their shareholders as well as investors is growing in terms of strategies and

efforts to improve corporate value. Trends to promote even broader engagement are growing after the publishing of the

Stewardship Code even in Japan.

The Sumitomo Forestry Group places great importance on engagement from the perspectives of properly assessing the corporate

value and earning trust from the market. The Group discloses a wide range of information, including non-financial information, in a

timely and transparent manner to facilitate understanding among stakeholders of our management policies and business

strategies, while regularly escalating the opinions and requirements of our important stakeholders, such as investors, to the

management, reflecting them to our measures towards sustainable growth.

Basic Policy on Returns to Shareholders and Retained Earnings

Acknowledging that providing returns to shareholders is one of its most important tasks, Sumitomo Forestry has adopted a basic

policy of paying stable and continuous returns.

Going forward, in addition to improving return on equity (ROE) and enhancing shareholders' equity by making good use of

retained earnings for effective investment and research and development activities that help improve long-term corporate value,

Sumitomo Forestry will continue to pay an appropriate level of shareholder returns in line with earnings while reflecting an overall

balanced consideration of factors such as business fundamentals, financial conditions and cash flow.

Dividends in the Fiscal Year Ended December 31, 2024

In the fiscal year ended December 31, 2024, a year-end dividend of 80 yen per share and an interim dividend of 65 yen per share

were issued. This corresponds to a full-year dividend of 145 yen per share.

Governance

Basic Policy

Returns to Shareholders
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Share Distribution by Shareholder Type (As of December 31, 2024)

Basic Policy on Information Disclosure and Communication

In the interest of greater management transparency, Sumitomo Forestry takes a proactive approach to information disclosure.

We strive to provide reporting and explanations in an easy-to-understand manner at the General Meeting of Shareholders. We

also publish various IR information in Japanese and English on our website including financial information such as short financial

statements, fact book and a summary of financial results and forecasts, and housing business information such as monthly order

reports. In addition, we also publish detailed information about sustainability initiatives in Japanese and English on our website.

Furthermore, News releases share the latest information about Sumitomo Forestry Group with stakeholders. Sumitomo Forestry

published 72 news releases in fiscal 2024.

We have been publishing the Integrated Report since fiscal 2017 in order to strengthen our communication on the Group’s

initiatives to improve corporate value from both financial aspect and sustainability-related non-financial aspect. Besides the

integrated report and the Japanese language report for shareholders on business activities, we also strive to actively provide

information that includes the publishing of notifications for our Ordinary General Meeting of Shareholders in both English and

Japanese in print and online forms.

Digits below unit values displayed are cutoff on the chart*

Information Disclosure and Communication

Click here for related information

IR Library
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Integrated Report 2024

Japanese reports for shareholders on business

activities (second quarter)

Two-Way Communication with Shareholders and Investors

General Meeting of Shareholders

Through various initiatives, we endeavor to get as many shareholders as possible to participate at the meetings and exercise their

right to vote. These initiatives include sending out and posting online convocation notices (in Japanese and English) earlier than

legally required deadline and accommodating shareholders who wish to cast their votes electronically (online, etc.).

Individual Meetings

Sumitomo Forestry holds individual meetings with security analysts and institutional investors following the announcement of its

quarterly results. In fiscal 2024, we conducted a total of 478 consultations in Japan and overseas. In addition, we held small

meetings between analysts and the President, as well as on-site briefings at model homes for our custom-built detached housing

business in Japan. We will continue to hold small meetings and on-site briefings accordingly.

Click here for related information

IR Policy
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IR Informative Meetings for Individual Investors

Sumitomo Forestry holds regular IR informative meetings for individual investors. In November 2024, we held one IR informative

meetings for individual investors online. During these meetings, we explained about the Sumitomo Forestry Group’s history and

business lines, in addition to our long-term vision. Meetings were concluded with a Q&A session.

IR Activities for Overseas Institutional Investors and Shareholders

Sumitomo Forestry management team held online conferences with institutional investors and shareholders in the United States,

Europe, Asia, and other regions in fiscal 2024, in addition to engaging in efforts such as the distribution of English versions of

financial information to all of our institutional investors and shareholders overseas. In Europe, we held an overseas roadshow to

explain our business performance and business strategies, and exchanged ideas.

We also participate in domestic and international conferences held by stock brokerage firms to have even more opportunities for

dialogues.

Initiatives in Sustainable Finance

Conclusion of Positive Impact Financing Agreement

In December 2024, Sumitomo Forestry entered into a loan agreement under a syndicated*1 Positive Impact Finance arrangement

(a type of business loan that does not specify the use of funds), with Sumitomo Mitsui Trust Bank, Limited serving as arranger. This

agreement was concluded based on a "Positive Impact Assessment" in accordance with the United Nations Environmental

Programme Finance Initiative*2 Principles for Positive Impact Finance*3 and the "Model Framework for Financial Products for

Corporates with unspecified use of funds." The assessment recognized Sumitomo Forestry’s contribution to the SDGs through its

wood-centered value chain, the "Wood Cycle." In concluding this agreement, Sumitomo Forestry obtained a third-party opinion*4

from Japan Credit Rating Agency, Ltd. regarding the alignment with the Principles for Positive Impact Finance and the model

framework, as well as the validity of the assessment indicators used.

Through this agreement, Sumitomo Forestry also aims to improve medium-to long-term corporate value by further enhancing

initiatives to achieve the SDGs.

A financing method in which multiple financial institutions form a syndicate to provide loans under a single agreement and on the same terms*1

UNEP FI established the Principles for Positive Impact Finance in January 2017. Companies disclose their contributions toward achieving the SDGs and banking

institutions evaluate the positive impact and provide capital in an effort to maximize the positive impact and minimize the negative impact of corporate entities. The

banking institutions providing the financing take responsibility to monitor the indicators and verify ongoing positive impact. The United Nations Environment

Programme (UNEP) is a subsidiary body of the United Nations established in 1972 as an implementing agency for the Declaration of the United Nations Conference

on the Human Environment and the International Environment Action Programme. UNEP FI is a broad and close partnership between UNEP and more than 200

global financial institutions. Since its establishment in 1992, it has been working with financial institutions, policies, and regulators to transform itself into a financial

system that integrates economic development with environmental, social and governance (ESG) considerations

*2

This is a financial framework for achieving the Sustainable Development Goals (SDGs) formulated by the United Nations Environment Programme Finance Initiative

(UNEP FI) in January 2017. By disclosing contributions to the achievement of SDGs, with banks assessing the positive impact of these contributions and providing

funds, the framework guides the efforts of fund providers to increase positive impacts and reduce negative impacts. As the responsible financial institution, lending

banks monitor indicators to ensure that their impacts are continuing

*3

For details on the third-party opinion, please refer to related information*4

Click here for related information

Third-party Opinion on Positive Impact

Finance provided by Sumitomo Mitsui

Trust Bank, Limited to Sumitomo

Forestry Co., Ltd.(in Japanese)

Corporate Governance　-　Risk Management　-　Compliance　-　Tax　-　Business Continuity Management　-　Information Security/DX　-　
Intellectual Property Management　-　Responsible Advertising and Marketing　-　Return to Shareholders and IR Activities

Top
Commitment

Sustainability 
Management

Initiatives for Sumitomo 
Forestry Group’s 
Business and ESG

Environment Social Governance
Related

Information

Sumitomo Forestry Group Sustainability Report 2025〈487〉

Return to Shareholders and IR Activities

https://www.jcr.co.jp/download/97645d62f1426584f9eb33849f1d5b69bb4a863d1bfb36f484/24d1438_2.pdf


Conclusion of Sustainability Linked Loan

In August 2022, we concluded a sustainability linked loan with Sumitomo Mitsui Banking Corporation. Sustainability linked loans

set sustainability performance targets ("SPTs") based on the borrower's management strategy, and promote environmentally and

socially sustainable economic growth by aligning borrowing terms with actual progress of SPTs. By aiming to achieve the SPTs set

in the loan agreement, we will promote sustainable management.

The SPTs in this case adopt a climate change score by which CDP, an international NGO, evaluates the greenhouse gases emission

reduction activity and the action of the climate change mitigation measures.

In 2024, two similar financing agreements were concluded. We will continue to actively exchange information with financial

institutions.
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