Materials

v’ Practice Case(® : Shin-Etsu Chemical Co., Ltd.
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Overview of the Shin-Etsu Group (as of March 31, 2020)

1 | Established September 16, 1926
Location of head 6-1, Ohtemachi 2-chome, Chiyoda-
2 )
office ku, Tokyo
150
3 Number.of group Japan: 55/Overseas: 19 countries, 95
companies companies
g | NIEE @i 22,783 (consolidated)
employees
5 | Capital 119.4 billion JPY
6 | Sales 1.5435 trillion JPY
7 | Ordinary income 418.2 billion JPY
8 Market Approx. 8 trillion JPY (as of January
capitalization 26, 2021)

Shirztsu



Details of the Shin-Etsu Group’s business

Processing, Trading
and Specialized
Services Business

Electronics & Functional Materials
Business

Rare earth
magnets

Encapsulants

31%

Net sales composition
by segment

(as of the March 2020

term)

Photomask
blanks

. i’hotoreéists

15%

7%

-

Business reported on

ynre:o:-?antol::- Synthetic quartz
prei ) glass substrate

Specialty Chemicals Busines

S

Semiconductor Silicon Business
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Cellulose derivatives

Polyvinyl alcohol Synthetic pheromon

»

PVC/Chlor-Alkali Business

e

Polyvinyl chloride Caustic soda

Silicone Business

S

Shirctsu

Structure for scenario analysis of climate change

Scenario analysis is handled by the Climate Change-related Subcommittee established

within the ESG Promotion Committee, as well as the committee members and

administrative staff of the divisions being analyzed

[ESG Promotion Committee overview]
April 1, 2005
August 1, 2017

Established:

Vice Chairman: Toshiya Akimoto (Managing Director)
Committee members, administrative staff:

Group company ESG officers: 45

(including the 11 directors and

general managers of divisions of Shin-Etsu Chemical)

ESG
Promotion Committee

CSR Promotion Committee established
ESG Promotion Committee established

Committee Chairman: Yasuhiko Saitoh (President and CEQO)

Board of Directors
Managing Directors’ Meeting

Instruction  Reporting

Committee Chairman

Nomination  Reporting

Nomination  Reporting

Committee Members

Secretariat

(President)

Reporting
m— Audit & Supervisory Board

l Promotion of ESG activities

The Shin-Etsu Group

Shirctsu



Climate change scenario analysis: Task details

Step Details

1 Understanding of climate change analysis and each item for disclosure

Hypothesizing worldviews for the 2°C and 4°C (2.7°C and above) scenarios
Setting the time frame

Hypothesizing risks and opportunities to business that may be expected due to climate change, as
3 well as their degrees of significance
Assessment of financial impact

4 Evaluation of risk countermeasures and seizing of opportunities

5 Reporting of analysis results (ESG officers, environmental officers)

Future plans

6 Report to management at the Board of Directors meeting

7 Disclosure of the sustainability report, etc.

Shir<tsu
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Setting the timeframe for climate change scenarios

The 2°C and 4°C (2.7°C and above) scenarios as of 2050 have been
selected based on the impact from climate change

[Projected average global surface temperature change]

(compared with the average from 1986 - 2005)
Over 4°C (2.7°C and above) scenario:

6 ! L L 1 | ! L L L As of 2100, temperatures will be 3.2-5.4°C
| - | higher than pre-Industrial Revolution
. - |levels if no additional measures against
. - |global warming are taken

4 — -

2 = | |2°C scenario:
1 | |As of 2100, temperatures will be 0.9-2.3°C
4 higher than pre-Industrial Revolution
] \|-/7 L |levels if strict measures are taken

0 = L
il 1 L

1
4 : 2
- 1 L
_'2 T I I 1 i I T 1 T
2000 2050 2100

Prior to 2030, the change in temperature is nearly the same
in both the 2°C and 4°C (2.7°C and above) scenarios.
The gap between the scenarios widens after 2030.

y (Source) AR5 SYR, Table SPM.6 Shiﬁ”c,%tsu




[srep JL2 f 3 Jla] s 6]

We estimated the revenue for 2050 and evaluated the impact of
climate change would have on it

Estimate hypotheses

B Based on the increased production and growing demand for rare earth magnets,

we assumed that the company would see a steady growth in sales until 2050

B Operating profits for 2050: We employed the average value over the operating

profits for the past three years

B Amount of emissions for Scope 1: We assumed that they would increase in
proportion to the increase in the business’s sales based on the amount of

emissions in FY2019

B We assumed that emission factors for electricity would decrease

Shir<tsu
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Main production sites for the covered business

Shin-Etsu Chemical
<Fukui, Japan>

Shin-Etsu Technology
(Suzhou)
Shin-Etsu (Changting)
Technology
e—— <China>
/— Shin-Etsu Magnetics
Philippines

\ <Philippines>

Shin-Etsu Magnetic
Materials Vietnam
<Vietnam>

Shin-Etsu Magnetics Thailand ~ Shin-Etsu Malaysia
<Thailand> <Malaysia>

Shirztsu



[srer L2 ) 3 4] s [6]
Greenhouse gas emissions for the covered business: ratio by
scope

I 97%

3%, " Scope 1 Scope 2

Production process for the covered business

Process using large amounts of
= energy

Parpendicular
Prasung

1

Vacuun inducion Fumace

. Rare Eanth
Electrobtic Furnace
Metal — Metal Alloy

Forming

Rare earth metals and other raw Alloys are pulverized to fine

separated from rare earth ?nac:enrqiz:ts:;i%?wa;iZLnézSUdble powder. Put the powder into

concentrate and change to metal ) . mold and press in magnetic
. inductive furnace. )
by electrolytic process field.

Individual rare earth oxides are

Simenng Furnace

Block
Formed block put into
—_— rélr\" gﬁ & ﬁaﬁ sintering furnace and
n l 4 a__ id = = make sintered block
my, .
Products
Sintered blocks are cut and

Packaging, shipping Magnetizing ground into the required Sh Et
shape and the surface is "l/// su

treated by plating or coating.

[ster [l 2 | 3] al[5s] 6]

Business opportunities from climate change (2°C scenario)

Application Details Impact

The use of high-performance, compact rare earth magnets in the drive motors
and other various motors of hybrid, electric, and fuel cell vehicles reduces the High
overall weight of the vehicles and increases their energy efficiency

Electric vehicles, hybrid vehicles,
fuel cell vehicles

Rare earth magnets contribute to making offshore wind turbine generators highly

High
efficient and reducing generator maintenance costs '9

Wind turbine generators

Energy consumption efficiency can be increased and the amount of electricity
consumed can be decreased by using rare earth magnets in air conditioner Med.
compressor motors

Compressor motors for air
conditioner

The weight of aircraft can be reduced and energy efficiency improved by
Aircraft converting to electric or hybrid forms for small aircraft, or by converting to Med.
electric hydraulic drives (motor drive) for large aircraft

The use of rare earth magnets in industrial motors can increase motor efficiency

and reduce the amount of electricity consumed Med.

Shirztsu
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[sree 2 ][ 3 ] 4] 5] 6]

Risks from climate change (2°C scenario)

Impact on

profits Countermeasures

Event Risk to Shin-Etsu

Reduction of Scope 2 emission amounts
Increased electricity -Further promotion of production processes that
prices due to the use less electricity and introduction of high-
spread of electricity High |efficiency equipment, etc.

from renewable -Introduction of a cogeneration system that uses
energy sources carbon-neutral natural gas (natural gas with
emission credits)

Increased costs for purchasing electricity
from renewable energy sources

Regrading of production sites
Decentralization of production sites
Low |Diversification of raw material sources
Securing of product inventory
Purchase of property insurance

Extreme weather
conditions Flooding of production sites
(typhoons, river Supply chain disruptions

flooding, etc.)

Reduction of Scope 1 emission amounts

Carbon taxes -Further promotion of more efficient production processes
introduced by A carbon tax is imposed and introduction of high-efficiency equipment, etc.
various countries  |Costs created for purchasing emission -Use of hydrogen-reduced iron materials

L. .. Low Set absolute reduction targets for greenhouse gases and
around the world, |credits in order to meet carbon emission achieve them 9 9 9

carbon emission quotas Collect information on environmental regulations such as
quotas set carbon taxes for each country, and come up with measures

ShirZtsu
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Risks from climate change (4°C (2.7°C and above) scenario)

Impact on

profits Countermeasures

Event Risk to Shin-Etsu

Increased frequency
of extreme weather Regrading of production sites
Decentralization of production sites

Aoty EieelsmlSIES High Diversification of raw material sources

Increased frequency of Supply chain disruptions Securing of product inventory
flooding due to Purchase of property insurance
changes in

precipitation patterns,

etc.

Introduction of carbon

taxes in certain Carbon taxes and carbon emission quotas will not be

countries, setting of introduced in the countries that the production sites of - -
carbon emission the covered business are located in.

quotas

According to the IEA's scenario analysis (the scenario

. . for current initiatives), electricity prices will not increase.

Electricity prices o e A - -
Because of this, increased electricity prices are not a

risk to Shin-Etsu.

Shirctsu



Materials

v Practice Case® : GUNZE LIMITED

v Practice Case(® : Shin-Etsu Chemical Co., Ltd.

v Practice Case®) : Nippon Paper Industries Co., Ltd.
v Practice Case® : Mitsui Mining & Smelting Co., Ltd.
v Practice Case( : UACJ Corporation
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NIPPON PAPER GROUP Outlines X ermmsL-—7

T L
gBNTy 2
~ '
using - ik
Circulation of ’ y
sustainable forest & N
resources y

biomass

30 it i cansidered

e wacaly Circulation of woody « Outcomes from a series of mergers and integrations
butnotrecycled e sesthety  resources used for Proven record || Group compsnies | Human resources
. various purposes with \n ressarch with diverse with scvanced
technological capabilitie A — = - - —
standards

Foverts
Ml (AR A A A4 AL 4 M4 M A4 M £4 s
With the sustainable resource “wood” as its core,

the company develops various products / service
392 - business from wood resources o1




Significance assessment of risks/opportunities [swep 172 13 12 |[ 5 | “';‘1'..'.1 BAREI)L—T

NIPPON PAPER GROUF

Target businesses: Japanese “paper/cardboard business”, “specialty paper business”,
“household paper / lifestyle product business” and “chemicals business”

Business pOI’thlIO | Business domain| | Products handled |
ﬂll— = 1 [0 Paper, Offers paper and cardboard
. cardboard
/ . .
/ 2 - Specialty Offers paper, specialty paper, etc.
N paper *Specialty paper: for use in food products / industrial filters
n’ /sales by business \
()
P2'6 AI T:ﬁ::,’?gggs Household ) )
\ \(March 2021 period} 3 paper, health | | Offers packaging, household paper, lifestyle products, etc.
care
\ \§ P
4 Chemicals | |Offers CNF/CMC products
5~7 | |7 Other Biomass fuels, housing materials such as insulation, etc.
Risks in each value chain
RAD || Mismisionsndvoodimecssng | vt | Transportation [ Salesand disposal -
v’ Carbon price v" Carbon price v' Carbon price v’ Carbon price
v’ Carbon emissions v' Carbon emissions v' Carbon emissions v' Energy-saving policy
targets/policies in each targets/policies in each targets/policies in each v" Next generation technology
country country country penetration
v' Changes in energy price v" Changes in energy price v' Changes in energy price v" Changes in customer
v' Increase in average v" Next generation technology v' Changes in customer reputation
temperature penetration reputation v' Increasing severity of
v' Changes in rainfall and v' Changes in investor's v' Changes in investor's extreme weather conditions
weather patterns reputation reputation etc.
v" Increasing severity of v' Increasing severity of - - - - - — -
extreme weather conditions extreme weather conditions Investigation of high-impact risks and opportunities in the
papermaking business and lifestyle products, specialty
3-93 papers, and chemicals businesses

Significance assessment of risks/opportunities [swep 12 13 1[4 |[ 5 | ;‘1'..' BRI~

NIPPON PAPER GROUF

Examine risks and opportunities from raw material procurement to product use

Transition risk=Opportunities (1/2) Total 8 items (Dpaper/cardboard, @specialty paper. @household paper-lifestyle product, @chemicals

Risk items Business impact Evaluation

S‘mall' Discussion (example) - Risks Discussion (example) : Opportunities ONONRONO)
classification

L ] » By improving environmental performance, such as
» Global carbon taxes fall in line with European : " Lar | Lar | Lar | L
1. Carbon price Revenue standards, increasing operating and logistics costs through the introduction of renewable energy, ar | Lar | Lar | Lar
: Spending |t onts Nippon Paper Industries may qualify for public ge | ge | ge | ge
or plants -
support and tax reductions
> If carbon emissions cannot be reduced, additional
costs will be incurred, such as purchasing of .
2. Carbon emission credits > gtiTand for low-carbon products increases (CNFs,
emissions Revenue |» Wood procurement costs increase due to forest > B ’ . h as for th ision of Lar | Lar [ Lar | Lar
tar ets/ olicies |Spending protection policies and logging restrictions in usiness opp_ortunltles such as tor t—ew ge | ge | ge | ge
. 8 p various countries biofuels may increase as a result of policies
in each country T . promoting decarbonization
(e.g., regulations on logging/exports from natural
forests, etc.)
. » Conversion to renewable energy is called for, and
3. Changes n Revenue costs for addressing this increase, such as those _
energy price Spending related to company facilities and for purchasing
green energy
> Digitalization of information / paperless practices » Increasing interest in environmental issues among
4. Increases or progresses due to promotion of decarbonization consumers results in increasing demand for ethical
decreases in Revenue | > Efficiency in food production decreases due to consumption and environmentally friendly products | Lar | Lar | Lar | Lar
important Spending climate change; the cost of raw wood materials » Business opportunities related to recovered and ge|ge|ge|ge
increases as forest areas are converted to recycled paper may increase as the circular
products . .
agricultural land economy gains momentum

3-94 3



Significance assessment of risks/opportunities [swep 172 13 1 2 |[ 5 |

Il*

Transition risk*Opportunities (1/2) Total 8 items

Risk items

Small
classification

Business impact

Discussion (example) : Risks

Discussion (example) : Opportunities

= BENgEIL—T

NIPPON PAPER GROUF

(Dpaper/cardboard, @specialty paper. ®household paper-lifestyle product, @chemicals

Evaluation

ONONENO)

. ) . ) » Improvements in the performance of
» Equipment costs increase due to the introduction of , " -
5. Next " " ; - environmentally friendly equipment (e.g., solar
environmentally friendly equipment and highly " -
eneration efficient low-carbon technologies and devices ower generation) will feduce the cost of Lar | Lar | Lar | Li
g Revenue - = ) - renewable energy, which will decrease plant ar|Lar) Lar | Lar
technology Spending | > Intensifying competition to improve efficiency of operating costs ge|ge|ge|ge
penetration ‘g’jrtg;;ejf;ggsihsg;‘r;zzlilfogsan Inreased » Commercialization of CNFs and other products will
expand related business opportunities
» Manufacturing costs increase due to increased
; demand for environmentally friendly products .
6. Changesin Revenue |» [fNi P h table forest ‘ » Making clear appeals of the value of forest Lar Lar
customer ; Ippon Faper has unsuitable forest management | o5, rces in the face of rising climate change will
) Spending practices, this will be pointed out by NGOs and the enhance the company's reputati ge ge
reputatlon . n . N pany putation
media, resulting in damage to the company's
reputation and decreased sales
» Potential for ESG investment and other capital
. . . . raising opportunities will increase if the company
7.Changesin > Ifinvestors view Nippon Paper as reluctant to take |  ¢pinsto an environmentally friendly business
. ; ) environmental measures, it will be more difficult to Sm|Sm|Sm|Sm
investor's Capital . - " ; ; model
raise capital and the cost of raising capital will ) ) ) . all | all | all | all
reputation increase > If Nippon Paper takes action leading to a reduction
in environmental impact and improves its corporate
image, it will be looked upon favorably by investors
_8' Passing on » When passing on cost increases due to each risk | > If there is movement to promote bearing of
increased costs | Revenue to product prices, there is a risk of undermining environmental costs over the supply chain, Lar | Lar | Lar | Lar
to product Spending|  Nippon Paper's competitiveness depending on the including consumers, Nippon Paper's business will | ge | ge | ge | ge
. size of the pass-on amount become more sustainable
prices
3-95
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Physical risk*Opportunities (1/1) Total 4 items

NIPPON PAPER GROUF

Dpaper/cardboard, @specialty paper. @household paper-lifestyle product. @chemicals

Risk items Business impact Evaluation
Small : : : : : : o
o Index Discussion (example) © Risks Discussion (example) : Opportunites @ @ @ @
classification ( ple) ( Bl E G
1.Increasein > Costs of procuring wood chips and other raw > In some areas, rising temperatures will
Revenue . . N . Lar | Lar | Lar | Lar
average spending|  Materials increase due to forest fires, increased accelerate tree growth and reduce the cost of
temperature pests and diseases, etc. procuring raw materials such as wood chips ge (g€ (ge | ge
» Extreme weather conditions such as heavy rains
. and droughts cause instability in the supply of
2. Changes in raw materials, which increases raw material
rainfall and Goveioe | procurement costs N/A
weather patterns > Changes in forest vegetation make it difficult to
maintain quality / a stable supply of raw
materials in existing routes
R » There are increased costs from measures to
evenue il .
. ) address rising sea levels, such as elevation of Sm|[Sm|[Sm|Sm
Spend ’
3. Rising sea level zz,n,itlar}g production sites and dealing with flooding / NA all | all | all |all
waterproofing at facilities
. » Recognition of disaster risk is reviewed, and
4. Increasing insurance premiums increase > Sales of disaster response products will increase
i Revenue . . .
severity of Spending > Operating and mventgry costs increase .due to due to increasingly extreme weather conditions 2 (LR s
extreme weather | asset plant shutdowns and increased backup inventory | ;4 increased spread of infectious diseases ge |ge|ge|ge
conditions levels caused by climate-related natural
disasters
3-96
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Identify and define range of scenarios |

BARRIEIIL—T

MIPPON PAPER GROUP

|2

| 4 |

ILS

Step P

We will use two scenarios (1.5°C, 4°C) to study society in 2030, 2050

[Projected average global surface temperature change]
(compared with the average from 1986~2005)
|

— Definition of 2.7~4°C scenario =

4°C scenario

3.2~5.4°C higher than pre-industrial
Revolution levels if no additional measures
against global warming are taken

4.0°C
scenario

Over 2°C(2.7°C~4°C) scenario
2.7~4.0°C higher than pre-industrial
Revolution levels if no additional measures
against global warming are taken

Below 2°C scenario
0.9~2.3°C higher than pre-industrial

Revolution levels if strict measures are taken

.1 5°C scenario
'We are highly likely to achieve an increase of

:Iess than 1.5°C compared to pre-industrial
iRevolution levels if a radical transition to a

2000 2030 2050 1new system is made
Set 2030- and 2050—year time horizon for
transition risk and physical risk
3.97 Sources:AR5 SYR SPM.6, IEA, “ETP2017”, UNEP, “The Emission Gap Report 2015”, Global Warming of 1.5°C (IPCC)
Identify and define range of scenarios Csep [ 23 a ][5 ] N BamEsn-7

[ Future Social Image in a 1.5°C Scenario]

Social image in 2050

Increased costs from policies such as carbon taxes
increase. On the other hand, new business opportunities
are created in the form of biofuels / environmentally
friendly products / new materials

Market

Measures toward a

decarbonized society _—

Slight increase Slight increase
in natural in natural
disasters Q disasters

Increase shift to paperless
practices

Increase in the “local production for local
consumption” business model from the
impact of carbon tax

The papermaking industry forms an alliance and
aims to promote products that are
alternatives to plastics

s New entry

88"
IT companies

Raw materials
domain

!
S .

Increased raw material procurement costs
due to rising carbon taxes, etc.

Increased activity for leveraging forest
certification programs

3-98

Energy domainT

y /¢

shift to renewable energy

N
\/‘

Electricity prices rise due to

Legend:. Relevant areas

P &

Government

____________________________________________

» A carbon tax is introduced
» Logging of natural forests is restricted
» Use of fossil fuels is restricted

[
1
1
1
1
1
1

Update plant facllltles

ee .

Increased operating costs due to
introduction of carbon tax
It becomes necessary to purchase green

l/,’

p |

Increased

energy, etc. r . )
] investment in new
L ) technologies .~
~ T S
7 o

Increased R&D investment costs due to
competition for more efficient use of water resources,
textile materials, etc.

Loyl i

&'V
CNF

2
: Blofue§
wll B 2 T

‘Q":!
Demand for ethical consumption rises, and there is increased
demand for environmentally friendly products (e.g., new
kmaterials, eco-friendly products)

,”

i




Identify and define range of scenarios

e

BARRIEIIL—T

. . o 4 | Step | | 2 | | 3 | | 4 || 5 | :|‘~" NIPPON PAPER GROUF
[ Future Social Image in a 4°C Scenario]
Social image in 2050 Legend:[l] Relevant areas
Wh'_le phyS|ca| rISK_s_mcreas?’ f « Disaster prevention measures / BCP \:
business opportunities for disaster response ' measures are promoted !
. « Compensation plans for forest damage are
products expand ! expanded !
:\Government° A carbon tax is not introduced ,:

Market Responses/countermeasures
toward extreme weather

. 1
Dramatic ¢ ]
increase in &a/ ) Dramatu_:
natural disasters T increase in

.

natural disasters

+ Shortening of supply chains and OEM outsourcing to local
manufacturers are given consideration due to the impact of extreme
weather events

« Preparations move forward for measures to address changes in
growing areas / wood quality due to climate change by the second half
of the 21st century

!

Raw materials
Energy domain

domain o s
o) > Y g

* Increased raw material costs due to
extreme weather, forest fires, etc.

y T

Review of risk for Japanese facilities
«id

Premiums

Potential eexammatlon of plant
facility risk and increase in

insurance premiums

I‘
b
o~ L

o
-7 Requirements in the supply
chain

cied @

o
r»r 7

« Companies become subject to evaluation based on
the resilience of their supply chains

~

Users

(o e =L W

« Rising demand for disaster response products and
packaging with high storability due to

Use of renewable energy does not progress,
and electricity prices continue in line with
current trends

» Transportation costs increase due to *
extreme weather

increasingly extreme weather

\ s

3-99
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Image of business impacts evaluation

| 2 5 |

I3

[ Step 1[4 ||

e

MIPPON PAPER GROUP

We gathered scientific evidence to see what conditions in 2030 and 2050 would be like

2030 2050
Change item Parameter Base year Source
4°C 1.5°C 4°C 1.5°C
Carbon price Japan:286 Advanced Advanced
increa';e Carbon tax JPY/(‘Z)O t (2021) Japan:289 JPY/t countries: Japan:289 JPY/t countries: IEA, “World Energy Outlook 2021”
2 14,820 JPY/t 28,500 JPY/t
Transiti o ]
: Electricity price - . Japan: 24,692 Japan:24,713 Japan:26,221 Japan:20,828 Japan:27,052 " "
onliisk increase Electricity price JPY/MWh (2017) JPY/MWh JPY/MWh JPY/MWh JPY/MWh IEA, “World Energy Outlook 2018
Lumber price Logging tax (Vietnam - Malaysia:2,736 Malaysia:2,736 - . .
increase Jumber, Brazil lumber) (2021) 0 JPYH 0 JPYH Utilize current Malaysian logging tax
Forest and Grass Fire Risk
. . Assessment for Central Asia under
Forest fire incidence +2% (Vietnam +7% (Vietnam Future Climate Scenarios
Lumber price (Vietnam lumber - lumber) 0% lumber) 0% (Estimated using changes in area
increase Brazil lumb ’ (2021) +15% (Brazil ° +19% (Brazil ° burned by forest fires and the rate
razil lumber) lumber) lumber) of increase in the frequency of
forest fires based on price elasticity
of supply)
Defined as the number of
occurrences of 50 mm/hour
: Natural disaster Number of heavy Japan:0.26 precipitation, estimated from the
Physic
al ﬁsk damage (heavy rain) rainfall events days/year (2020) 0.28 days/year 0.26 days/year 0.31 days/year 0.26 days/year data of "Climate Change in Japan
2020" by the Japan Meteorological
Agency
Natural disaster _ Ministry of Land, Infrastructure,
Probability of flooding 0.27 days/year 0.26 days/year 0.28 days/year 0.26 days/year Transport and Tourism, "Impacts of
damage (flood) (2021) Climate Change”
ge’
Utilize weighted average of the rate
: of increase in the occurrence of
Insura.nce premiums Inrtzrealsg rat(i of +1.2% 0% +2.9% 0% various types of disasters and the
Inorease nhatural disasters ratio of the amount of damage
caused by disasters
Ethical consumption Sustainability market o o o o, Utilize sustainable market growth
TSR expansion rate Base year 2017 +28.8% +32.0% +92.2% +105.9% rates from Nielsen "Product Insider’
: Estimated from EV utilization trends
Opport | US° ©f new materials EV rate 0% +256.3% 0% +142.5% in IEA, "Global EV Outiook 2021"
il expansion and IEA "Net Zero by 2050"
Based on reports from the Ministry
Disaster-response Increase rate of o o, o o of Education, Culture, Sports,
products expansion natural disasters +6.0% 0% +16.4% 0% Science and Technology and the
Japan Meteorological Agency

3-100




Image of business impacts evaluation

Step [ 2 |[ 3 ]

MIPPON PAPER GROUP

Examine business impacts of items identified by significance assessment of

risks/opportunities

Risk () D

Opportunity (1)

Changes in purchasing behavior,

such as ethical consumption ||
v' Ethical consumption accelerates,
and sales for environmentally M

friendly products increase

Opportun\W (2)

Expanded use of new materials

v Sales increase for products =
targeted toward EVs, such as | Sa Ies

CNFs

Opportunity (3)

Increased sales of disaster
response products
v Sales increase for products
targeted toward use during
disasters

L

Carbon price
v Operating costs rise due to
application of carbon pricing

Risk (2)

Promotion of renewable energy
v Electricity costs rise due to policies
promoting renewable energy, etc.

sk (3)

Expenses

\
Procurement expenses for products
that use wood as a raw material
| v Procurement costs rise due to
increased wood procurement costs

Risk (4)

-

Physical risk
v Recovery expenses and insurance
premiums rise in raw material
production areas due to extreme
weather conditions

Net income

3-101

Image of business impacts evaluation

| ' GRS —T

10

Step J[ 2 [ 3 ][4 ] 5

MIPPON PAPER GROUP

Impacts on business electricity price

(2030 1.5°C scenario)

Raw material
prices
(logging tax)

Carbon price
(+carbon red

Product planning,
development and
manufacturing

Procurement 23>

Impacts on business
(2030 4.0°C scenario)

electricity price
Insurance

premiums

Raw material
prices
(Forest fires)

Carbon price

3-102

Insurance premiums

Product :@ for EVs

uction)

| o SRS —T

O Transition risk
Physical risk
O Opportunity

) Expansion of Ethica sumption
disaster-résponse expansion
products

Processing and

distribution R

Product expansion for EVs

Expansion.o
disaster-re @ e
products

Ethical.gonsumption
expansion

11
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Image of business impacts evaluation Step ][ 2 [ 3 1[4 ]
Impacts on business electricity price | premiums
(2050 1.5°C scenario) _
Product elon for EVs
Raw material Expansion of Ethica

prices
(logging tax)
Procurement %=

Impacts on business
(2050 4.0°C scenario)

Raw material
prices
(Forest fires)

3-103

Countermeasures : measures to risks |

disaster-response
products

Carben price
(CN achieved)

Product planning,
development and
manufacturing

Processing and
distribution

electricity price
Insurance

premiums Product expansion for EVs

Expansion o
disaster-resp
produc

Carbon price

O Transition risk
Physical risk
O Opportunity

mption
Xpansion

Consumers

EthicalCconsumption

expansion

12

Step ][ 2 [ 3 |

4

Ll
5 | g

W BRNE)L—T

MIPPON PAPER GROUP

We will focus on addressing rising carbon prices, as measures here were found in
our investigation of risk responses to have a significant impact

Measures for rising

carbon prices

3-104

(1) Change fuels to reduce the amount of fossil fuels used
(Reduce GHG emissions (Scope 1 + 2) by 45% compared to FY2013

levels by 2030)
Non-fossil energy use ratio of 60% or more
(Aim to achieve carbon neutrality by 2050)

(2) Maximize the value of forests

(Improve the CO2 fixation rate in overseas afforestation by 30%

compared to FY2013 levels)

(3) Promote a modal shift (Nippon Paper Industries
Co., Ltd. paper and cardboard business)

Reduce CO2 emissions during product transportation

by 23% compared to FY2020 levels

N
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Summary of each analysis step

[ Step [[ 2 |[ 3 ]

4

I

Tl

| ' GRS —T

MIPPON PAPER GROUP

Analysis steps

Analysis details

Analysis results

Significance W |dentify risks /
assessment of opportunities
risks/ B Risk significance
opportunities assessment

B Opportunities: Rising sales of environmentally friendly products due to accelerating ethical consumption,
increased sales of new material products such as CNFs, increased sales of disaster response products, and
maximization of forest value

B Transition risks: Carbon tax, rising electricity costs due to promotion of renewable energy sources and soaring
procurement costs for raw materials (mainly wood, etc.) caused by decarbonization

: Increased costs such as additional investment for damage at production areas and facility
recovery as well as increased insurance premiums due to increasingly extreme weather conditions

B Organization of
quantitative

Identify and information necessary
define range of for worIdyuaw
scenarios formulation

B Formulation of future
worldviews

chains

B 2030, 2050: Analysis of 1.5/4°C scenarios

» 1.5°C: A world in which a global consensus is formed and policies and regulations are strengthened with
the aim of decarbonization, which include drastic changes in business models and the introduction of
border carbon taxes

»  4°C: A world in which physical risks increase, and it is necessary to build strong plant facilities and supply

Evaluate business
impacts

B Analysis of the future
financial impact from
climate change

B In the 1.5°C scenario (as of 2050), the greatest risk is rising carbon prices

B n the 4°C scenario (as of 2050), the greatest risk is rising wood prices caused by forest fires

B Consider the direction
of measures to

B Reduce the risk from carbon pricing

>  Change fuels to reduce the amount of fossil fuels used

Cou‘;‘;?i:;ie::ure address climate >  Promote a modal shift, etc. (focused on the domestic paper/cardboard business)
ghange . B Expand opportunities by maximizing the value of forests
risks/opportunities
> Improve the CO2 fixation rate in overseas afforestation
3-105 14

Challenges and planning for the future [ s, 1[5 [ 3 [ 2 [ 5 | & BA%&IL-
For the next period and beyond, we will proceed with (1) through (4)
1 | Ensure governance is in place
[
2 3 4 5
Assess materiality of || Identify and define Evaluate business Identify potential
climate-related risks || range of scenarios impacts responses
Market and
Tecsl'mhnh(c)tlsgy Reputation Impacts on: Responses might include:
. ) *Input costs =Changes to business
Scenarios inclusive of a )
o *Operating costs model
range of transition and o
; . *Revenues = Changes to portfolio mix
physical risks relevant to . )
the organization *Supply chain = Investments in
& *Business interruption capabilities and
Policy and Physical *Timing technologies
Legal Risks
(1) Examine specific measures for risks / opportunities at each head office
(2) Brushing-up of assessment (review of growth/market forecasts)
) Expand scope to include overseas group companies
6 (4) Information disclosure

Documentation and di

sclose

(Integrated Report, ESG Data Book)

3-106
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Materials

v Practice Case®@® : Mitsui Mining & Smelting Co.,

3-108

3-107

[Business covered in this analysis]

We cover the company’s metal business,

© MITSUI KINZOKU ~ Step (2)

Ltd.

@ Scenario

which accounts for approximately 30% of all sales

Affiliates Coordination

20.8 %

Metals
30.4 %

Net sales

473.1 nvilionJPY

(as of FY2019)

Automotive
Parts &
Components

171 %

31.7 %

Metal business: Business structure and products

Metal Sector

— Lead & Zinc Division

Engineered Materials

—— Copper & Precious Metals Division

— Mineral Resources Division

Automotive Parts
& Components

22%

Affiliates Coordination

8.0 %

CO2 emissions

Engineered
Materials thousand
1 ’691 g tons -CO2

26.0 %

(as of FY2019)

Zinc / Zinc-based alloys / Lead / Tin / Antimony trioxide / Bismuth
Copper / Gold / Silver / Sulfuric acid

Zinc concentrate / Copper concentrate / Geothermal steam



© MITSUI KINZOKU  Step (2)

@ Scenario

[Business covered in this analysis]

Metal business supply chain and material flow

Final products
Consumer Automobiles
(C‘(;Stomef Building materials
g’t::fles) Electronics products
Electric wirelcable ~ COMMunications

Nonferrous

etc.
metal products Rolled copper products

Chemicals e ——> Disposal
Zinc Machinery
MITSUI KINZOKU’s Copper Storage batteries
manufacturing process etc.
. Lead
(nonferrous smelting) X
Precious metals
Electricit —— oo ot ot
‘1' = A 4
Heavy oil, LPG, v .
coal, coke, etc. Electrolytic Recycling
process i
Raw materials
; 3 . Smelting
: i —|—> process
Recycled X i
materials <
Shredder dust, fly ash, <
steelmaking dust, h
waste batteries, etc.
3-109
© MITSUI KINZOKU ~ Step (2) Scenario
[Business covered in this analysis]
Metal business: Core business locations
Takehara Refinery

Miike Smelting

Miike
Miike Smelting Co., Ltd.
Shinkaimachi, Omuta-shi, Fukuoka

Takehara

Takehara Refinery
Shiomachi, Takehara-shi, Hiroshima

Hikoshima

Hikoshima Smelting Co., Ltd.
Hikoshima-nishiyamacho, Shimonoseki-shi, Yamaguchi

Hachinohe

Hibi Smelter

Kamioka Mining and Smeltinﬂ

[ J /‘

Hibi

Hibi Smelter

Kamioka Hachinohe

Hibi, Tamano-shi, Okayama
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Kamioka Mining and Smelting Co., Ltd.
Shikama, Kamiokacho, Hida-shi, Gifu

Hachinohe Smelting Co., Ltd.
Hamanayachi, Kawaragi, Hachinohe-shi, Aomori



[Assessment of risk significance]

© MITSUI KINZOKU ~ Step (2)

@ Scenario

Future climate changes will bring significant risks and opportunities to the metal business

Item <Main category> <Subcategory>

Predicted impact on business <Risks>

* Only items with a “high” impact rating have been listed

Predicted impact on business <Opportunities>

Transition
risks

Increase in
carbon pricing

Changes in
energy costs

Changes in
product prices/
demand

Changes in
reputation with
customers

The introduction of carbon taxes or increases in the coal tax rate could increase
costs for raw material procurement, product manufacturing, and logistics

The nonferrous metal industry is at risk of incurring a larger cost burden than
other industries as it consumes a large amount of energy for mining, ore
processing, and melting

Electricity prices and energy prices from crude oil and similar are predicted to
increase due to changes in the supply-demand balance

It will be necessary to make investments toward increasing energy efficiency
in the manufacturing process for nonferrous metals which have particularly
high energy consumption

Tighter regulations on mining for metals with increased demand due to trends
toward electrification and renewable energy may lead to increases in response
costs

Higher market prices due to increased costs for mining raw materials will
accelerate the substitution of other products in place of MITSUI KINZOKU's,
resulting in lower sales

Increased interest from client companies in environmental measures such as
RE100 will lead to a preference for companies who have made advances in
such measures. Because of this, additional response costs will be incurred
due to the need to make manufacturing processes low-carbon, and PL/BS will
be impacted as a result

We can establish low-coke smelting technology through methods such as
developing beneficiation techniques to improve metal grades

The company can gain an advantage in terms of total energy output level by
increasing the ratio of recycled materials and eliminating the process from mining
to concentration (beneficiation)

We can reduce the price of energy by strengthening the demand response of the
electrolytic process as a means to level out the large fluctuations in renewable energy

Demand for zinc, platinum, copper, nickel, lithium, and cobalt may increase due
to progress in electrification, etc.

Demand will increase for the following materials in the following areas:
zinc/platinum for automobiles, copper for energy-related facilities and equipment,
lithium/cobalt/nickel for battery materials

Demand for copper used in renewable energy-related facilities and equipment
will grow with the spread of renewable energy over society as a whole

Proactive efforts to address ESG issues can be expected to lead to enhanced
competitiveness and a stronger advantage for the company

We can strengthen competitiveness from increased collection and use of
environmentally friendly raw materials and switching to a product lineup with
high added value from an environmental perspective
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Physical
risks

Extreme weather
conditions

Increase in
average
temperatures

[Scenario group definition]

For climate change, which has a high degree of uncertainty,
we will use two scenarios to study society in 2030

-2°C -
2000

[Projected average global surface temperature change]
(compared with the average from 1986-2005)

2030

Extreme weather could have a significant impact on production sites and
supply chains, leading to shutdowns, suspension of logistics functions, and
increased response costs

Extreme weather may affect slag storage sites and lead to violations of laws
and regulations due to spillage of hazardous substances

Insurance premiums for weather insurance will increase

Increased heat stress and an increase in infectious diseases may lead to
lower productivity for workers, as well as accidents

Higher temperatures may cause forest fires that damage infrastructure, etc.

€ MITSUI KINZOKU ~ Step

Other sites may be substituted into BCP plans for other plants even if a certain site
has been damaged by leveraging the strengths of having multiple sites (zinc/lead)

We can use permits for industrial waste treatment to contribute toward local
communities and the company’s revenue through active initiatives toward disposing
waste from natural disasters

Processing costs may be reduced if demand is secured for slag as a construction
material for seawalls and breakwaters

We could differentiate itself from domestic and overseas competitors by using IOT
and Digital Transformation initiatives to improve working environments, enhance
productivity, and maintain stable operations

@@ oo

Definition of 4°C (2.7°C+) scenarios

4°C scenario:

3.2-5.4 °C higher than pre-Industrial Revolution
levels if no additional measures against global
warming are taken.

Over 2°C (2.7°C-4°C) scenario:

2.7-4.0°C higher than pre-Industrial Revolution
levels if no additional measures against global
warming are taken.

2°C scenario:

I
2050

0.9-2.3°C higher than pre-Industrial Revolution
levels if strict measures are taken

I
2100

(Source) Simplified form of AR5 SYR Table SPM.6

The TCFD recommendations for scenario analysis suggest that multiple temperature range scenarios
be selected, including those below 2°C
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[Scenario group definition]

The 4°C WorIdV|eW |n 2030 (temperatures of 2.7°C and higher)

Physical risk increases as low-carbon/decarbonization trends weaken

: Actions for responding to risks

: Actions for seizing opportunities
Nonferrous metals industry

Government

) Carbon taxes and emission credit
trading are not widely introduced due

New entrants

) The potential for new entrants is low

Buye I'S (customers)

Sellers

(raw material suppliers)
) There is increased competition due to expansion

» Carbon regulations are not
introduced

) The shift toward environmentally
friendly products does not progress
as much as in the 2°C scenario

) Physical risks on operations
become tangible for certain mining
sites, factories, and resource
suppliers

suppliers with high physical risk

Conduct assessments toward J

Sellers

(energy, etc.)

) There is no significant change from
the current status, and there is no
energy cost burden capable of
affecting operations

Maintain existing initiatives toward J

energy conservation, etc.
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[Scenario group definition]

into developing countries

Industry

Renewable energy/energy efficiency initiatives and
investments toward smelting technology are carried
out as they had been previously

Physical risks to MITSUI KINZOKU sites become
tangible (flooding, property damage)

Decreased worker production due to heat stress

Promote investment related to disaster
preparedness, review labor regulations, etc.,
and increase investment toward decreasing
manpower and similar

(Substitutes)

Market prices rise and substitution of alternative
products progresses to a certain degree due to
increased raw material costs from catastrophic
weather events

Deal with diverse countries,
improve the product recycling rate

© MITSUI KINZOKU

The 2°C worldview in 2030

Expansion of carbon regulations and other policies result in the need for introduction of renewable energy
and investment in low-carbon technologies

Sellers

(raw material suppliers)

)» Procurement costs soar due to
carbon regulations

) Renewable energy continues to
become mainstream, and further
renewable energy-related capital
investment becomes necessary

» There are accidents at mining sites

and reduced shipments due to
disasters from extreme weather
(Risk is lower than in the 4°C
scenario)

Conduct reviews toward low-carbon
procurement methods, etc., and
respond to physical risks

(Risk is lower than in the 4°C scenario)

—

>

Sellers

(energy, etc.)

) Retail prices for electricity increase
due to rising carbon prices

Move forward with introduction of
energy efficient and renewable
energy practices
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Improve the product Develop environmentally
recycling rate I\ friendly products

>
>

>

>
>

New entrants

The potential for new entrants is low

There is increased competition due to expansion
into developing countries

Industry *

Manufacturing costs and operating costs for
facilities such as plants increase due to rising
electricity prices

Competition for resources becomes more intense.
There is increased activity in investments toward
smelting technology aimed toward energy
conservation/decarbonization

Heat stress reduces worker productivity

Move forward with introduction of energy efficient
and renewable energy practices

Increase investments toward improving quality
Execute suitable and timely pricing strategies

*

(Substitutes)

Substitution of alternative products accelerates due to rising
market prices resulting from increased demand and rising raw
material costs

MITSUIKINZOKU 's competitiveness can be enhanced by
changing to a product lineup with high added value from an
environmental perspective

=

) Demand for copper/lead/zinc and
other materials increases due to
increased demand for
electrification and EVs, and for
storage batteries

Trends toward low-carbonization/
decarbonization weaken, and
preference toward companies with
advanced environmental measures
does not increase to the extent
seen in the 2°C scenario

There is a trend toward substituting
metal products with products from
China or other countries with low
environmental costs

There is a certain increase in the
substitution of other materials (e.g.
aluminum in place of iron) due to
rising market prices

Maintain existing portfolios

Create dependable initiatives
toward increased metal
demand

Step

®

Buyers (customers)

) There are increased needs for energy-
efficient manufacturing processes
(including methods such as recycling)
due to low-carbonization *

) Demand for copper/zinc/lead
increases due to increased needs in
areas such as energy conservation,
EV demand, and storage battery
demand

) Increased interest in client companies
leads to a preference toward
companies that have made advances

in environmental initiatives such as
> RE100. *

There is a trend toward substituting
metal products with products from
China or other countries with low
environmental costs

There is a certain increase in the
substitution of other materials (e.g.
aluminum in place of iron) due to rising
ranrbat mricon

Promote investment toward low-
carbon technologies

|«

Create dependable initiatives J

toward increased metal demand

Participate in initiatives such as
RE100

£

to weakening trends for low-
carbonization/decarbonization and
weakened external pressure from the
international community

Mining regulations are tightened in
certain regions as a result of
increased demand in line with trends
for increased electrification and use
of renewable energy

Disaster prevention/mitigation

plans are reviewed, and there is a
government-led increase in disaster
responsive architecture

The government establishes
incentives such as subsidies for the
development of technologies for
observation and forecasting of
torrential rains/typhoons/tornadoes

Legislation is created to prohibit
outdoor work during the summer
months (more pronounced than in the
2°C scenario)

Promptly obtain policy information
and secure subsidies (work actively
with the government, particularly
concerning physical risks)

@ Scenario

: Actions for responding to risks

: Actions for seizing opportunities

Government

)» The government considers a carbon
tax hike and emissions credit trading.
There are expanded efforts related to
emissions credits and similar
measures on a global scale

) The government promotes policies
related to introducing renewable
energy, including the promotion of
electrification

Metal recycling regulations and mining
regulations are further tightened out of
concern regarding the depletion of

> metal resources
Disaster prevention/mitigation plans
are reviewed, and there is a
government-led increase in disaster
responsive architecture

The government establishes
incentives such as subsidies for the
development of technologies for
observation and forecasting of
torrential rains/typhoons/tornadoes

Promptly obtain policy information
and secure subsidies

Promote investments toward
recycling technology in response
to regulations




© MITSUI KINZOKU  Step (6) Scenario

[Visual representation of a 4°C scenario future society]

Physical risk increases as low-carbonization/decarbonization does not progress

Energy conservation/renewable energy policies are not actively promoted
Government .
(Carbon taxes have not been introduced)

ini M an Ufa ctu ri n i Conversion to smart cities
M Nl ng g Clty does not progress, and the
Mining site operations are suspended Factory operations are suspended due to existing form of cities is

due to extreme weather

extreme weather and storm surges maintained
Worker productivity
decreases due to increased

; heat stress and an increase in
infectious diseases
-
J
.
{ /. 2%

T Low-carbonization of plants does not progress,

==
7\
@
[ ] . ‘\ v

~=2 CO2

and large amounts of CO2 are emitted

o CO02
coz Coz coz
JEIE Y ILL.
. I

l I

Renewable energy Brown energy

The product recycling rate Demand forlmaterlals such

There are limited means for procuring improves due to increased I I as copper/zinc/lead

renewable energy (costs remain high, as well), demand L L1} ;ncrgases in line with current
rends

and dependence on fossil fuels continues
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[Visual representation of a 2°C scenario future society]

Demand for nonferrous metals increases due to the global promotion of low-carbonization initiatives

Carbon taxes are introduced, and recycling regulations and other policies are made more severe
Government Recycling regulations and mining regulations for metal are made even tighter

Mini ng Man ufa cturi ng C|ty Low-carbonization progresses,
. . . . X . and smart cities increase

Mining site operations are impacted by extreme Plant operations are impacted by extreme

weather (Impact is lower than in the 4°C scenario) weather and storm surges

(Impact is lower than in the 4°C scenario)

Worker productivity
decreases due to increased
heat stress and an increase
in infectious diseases

(Impact is lower than in the

4°C scenario)

Low-carbonization of plants is achieved through
securing renewable energy sources and in-
house power generation

— Responding to customer needs

h

Renewable energy Brown energy
The product recycling rate is Demand for copper/zinc/lead
e . ! i due t tion of
Electricty prices rise o 0 the promaton of further improved due o a .Il lowoerbonizationlelectfcaton
renewable energy and the introduction of carbon taxes. significant increase in demand

Society moves away from fossil fuels
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[Assessment of impact on business: 4°'C scenario]

€ MITSUI KINZOKU ~ Step @

In the 4°C scenario, while the impact of physical risks increases,
demand for base metals also increases

(100 million yen)

Based on the expected operating profits for metal business in 2030, which is an extension of current trends

@ oo

0]

(Carbon taxes are
not introduced)

Impact on P/L

Impact on P/L

if countermeasures are

Rising energy prices/ in line with current trends Capital implemented
crude oil prices Cap
Rising energy costs mainly due to investment
- rising crude oil prices (copperfzincllead) e

Does not include the

cost of procuring land
for the construction of
new smelters

Increased frequency of
damage from disasters
such as floods

Increased
heat-related
- expenses

* This is one example of a possible countermeasure that we have listed based on the various
forecast information collected for this analysis. We will continue to investigate multiple strategies
= after further improving the accuracy of the forecast information.

In the 4°C scenario, it will be necessary to focus particular attention on investigating countermeasures for physical risks in addition to
responding to the expected increase in demand for base metals
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@ Scenario

[Assessment of impact on business: 2°C scenario]

In the 2°C scenario, carbon tax becomes a significant factor for reduced revenue,
and strategies toward minimization are essential

(100 million yen) Based on the expected operating profits for metal business in 2030, which is an extension of current trends

0]

Impact on P/L

if countermeasures are

implemented
Carbon tax Impact on P/L Capital
- in line with current trends investment
(copper/zinc/lead)
Does notincludethe  cerivssmssnmssnmisniisiinninnissssssnnns
cost of procuring land
Increased frequency of for the construction of
damagefromdisasters | e Increased
such as floods - nuc
Reduce greenhouse
gas emissions and Recovery through
- achieve 1.5°C targets capturing demand
for base metals
T ............................................... (copperzincllead)
Rising energy prices/ Increased Credit purchases
crude oil prices heat-related
expenses

* This is one example of a possible countermeasure that we have listed based on the various
forecast information collected for this analysis. We will continue to investigate multiple strategies
after further improving the accuracy of the forecast information.

In the 2°C scenario, approximately half of the impact of carbon tax can be made up for by weighting energy conservation and similar
efforts to curb CO2 emissions and capturing growing demand
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© MITSUI KINZOKU  Step (5) (6) scenario

[Definition of countermeasures]

We investigate the direction for countermeasures toward responding to risks
and seizing opportunities

Impact estimation items 4°C scenario 2°C scenario Countermeasures corresponding to risks and opportunities
Risk Implementation of ambitious target settings (e.g. SBT targets)
Increases in Carbon tax is not y Risk Introduction of internal carbon pricing
i introduced in the v
carbon pricing : 4°Cuscenlario v Risk Development of low-coke, carbon-free smelting technology and creation of industry rules
Opportunity | Development of carbon-absorbing technology such as blue carbon
Risk Establishment of target figures for renewable energy introduction rates
Loss Risk Establishment of long-term targets for the reduction of energy used
Changes in Opportunity | Improvement of the rate of recycled materials (energy conservation)

energy cost Opportunity | Strengthening of demand response measures

Introduction of renewable energy generation equipment to the roofs of plant buildings

Opportunty and unused company land

Opportunity | Development toward off-grid buildings with hydrogen storage alloys

Opportunity | Investment toward developing products using copper and other metals

Changes in demand Opportunity | Recycling of metal scrap collected from customers

>)

for copper, lead and A - ) ) o
zinc Opportunity | Improvement of the rate of recycled materials (collection of lithium and other valuable metals)
Profit Op./Risk | Reevaluation of portfolios in consideration of multiple scenarios
Risk Company-wide systemization of spare parts management aimed toward swift recovery
after incurring damages
Risk Construction work toward disaster preparedness at closed mines
Extreme weather v v Risk Development of low-environmental burden/low-cost processing technologies at closed mines
conditions A\ 4 Risk BCP sophistication, including verification of the cost-effectiveness of disaster
prevention measures
Opportunity | strengthened processing of waste from natural disasters
Opportunity | Formulation of product sales strategies tailored to national land resilience needs
Increased average v v Risk Implementation of FA operations at high-temperature work sites in the smelters
temperatures Risk (Development of a system for remote control of mining machinery)

© MITSUI KINZOKU ~ Step (5) Scenario

[Future initiatives]

For metal business, we performed regular monitoring
in order to increase the certainty of the scenarios

[Projected demand in 2030 for nonferrous metals] Bl 4C7cH) scenario

2'C scenario
Zn Zinc ﬁ

Pb Lead
Cu Copper

Ni Nickel”

0 50 100 % 150 200 250

(Source, reference) Sebastiaan Deetman, World Bank et al.
For copper, we used the average demand from 2010 to 2015; for other metals, the projected figures are based on using the demand for 2013 as 100%

(%) Nickel is not currently a main product in the company’s metal business, but we covered it here as a reference for metals used as raw materials by other divisions, together with cobalt and platinum.
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[Future initiatives]

We will move on to analyze other business divisions after ending scenario analysis
for metal business with the support of this project

Net sales _ CO2 emissions
473 1 billion JPY Enl\gnlr;ee.reld thousand
. illion aterials 1 ,691 7 tons -CO2
(as of FY2019) 26.0% (as of FY2019)

Engineered Materials

31.7%

Engineered Materials: Business structure and products

Engineered Materials Sector Engineered Powders Division  Engineered powders / Rare metals / Battery materials
—— Catalysts Division Catalysts used in exhaust gas purification (for automobiles, for motorcycles, general purpose)
—— Copper Foil Division Electro-deposited copper foil for printed wiring boards / Copper foil with carrier film
—— PVD Materials Division Sputtering targets
—— Ceramics Division Refractories / Fine ceramics / Molten aluminum filtration devices
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[Future initiatives]

The goal is to integrate climate change with management and enhance corporate value

With the scenario analysis as a starter, we will go on to implement a continuous cycle of disclosure and system restructuring (integration with management strategy)

Enhanced corporate value

3 @ Continued implementation
asacycle

Scenario analysis

@ Management will take an involved i
] approach in restructuring the system
based on feedback 1

Dialogue with multi-stakeholders
and enhance corporate value

(by making the disclosure)

Business management

Integration of management strategy
with climate change responses

(based on scenario analysis)

: After the disclosure,
management receives the

reactions to it

Disclosure

A @ Begin with undertaking
® Begin by disclosing what is 1 scenario analysis :
possible to at this time

Scenario analysis

+ Management's understanding

+ Establishment of an implementation system
for beginning scenario analysis
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Materials

v Practice Case@ : GUNZE LIMITED

v Practice Case(® : Shin-Etsu Chemical Co., Ltd.

v Practice Case(®) : Nippon Paper Industries Co., Ltd.
v Practice Case® : Mitsui Mining & Smelting Co., Ltd.
v Practice Case( : UACJ Corporation
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UACJ Company Profile

uAac)

Manufacture and sales of rolling products, casting products,
Principal Business forged products and precision-machined products of
nonferrous metals, including aluminum and alloys thereof.

Capital/Net sales - .
(Year ending March 2020) 52,277 million JPY / 615.2 billion JPY

Employees Consolidated : 9,927
(As of March 31, 2020) Unconsolidated : 2,953

Production 1.23 million tons/year (Japan's largest and the world's fourth
capability largest)

Start of aluminum business 1898 (first aluminum rolling in
Japan)

History Registered establishment in 1964,

Founded in 2013 as a result of the business integration of
Furukawa-Sky and Sumitomo Light Metal




[Scenario analysis targets]
Business: We targeted the “flat rolled products” business within the “rolled aluminum products” business segment. The

significance of the business in the portfolio and the representativeness of the business were considered
Locations: Japanese and Thai production sites

UACJ business portfolio (Revenue) u4acJd
Analysis target

Precision-machined Copper producs Segment

Components and
Related Businesses

| Segment

Flat-rolled aluminum
business (Domestic)

Flat-rolled aluminum
business (Thailand)

Total 615.2 -1/ Total 503.8 ., I Flatrolied

billion JPY"1 billion JPY"" 46.8% aluminum business

March 2020 ter (March 2020 (North America),

term) 236 Extrusion business,

billion Aluminum foil
business, Casting

13.7%

-~ and forging
69 billion business
Target sectors and risks discussed (example) |_ Risk items discussed |
Sector (1) Sector (2) Products example Transition risks
Beverage products (Body materials, Closure ° POI|Cy . i .
materials) v' Carbon price, other regulations (Recycling
Flat-rolled products business ' Automobiles (Aluminum - regulations, water regulations etc. )
brazing sheets, Heat g- i « Market
" Rolled Aluminum exchanger materials) v Changes in energy price. Increased price of raw
I Products Business . . Automobiles (Sub—frames, Heat exchanger materials
Segment Extrusion business materials, Piping materials), IT products ’
| | L TIeing 2P : » Reputation
Aluminum foil business ghft" maceutical products, Food packaging, v Changes in customer behavior, changes in
atteries investor’s reputation
Casting and forging business | Automobiles (Heat exchanger materials) Physical risks
Precision-machined . . . . * Chronic
Components and Automotive Parts Business Automobiles (Bumpers, Sunroof guides) v Increase in average temperature
A Relatesd Businesses PreC|5|on—mabch|r|ed Building materials, Industrial equipment * Acute . .
,,,,, egment  componentsbusiness | " | v Increasing severity of extreme weather
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[Risk significance assessment:risks and opportunities]

Investigated risks/opportunities ranging from procuring raw materials to disposal/recycle

(1) Transition risks, opportunities (1/2) L=

Risk items Business impact
Eval
uati
Small classification | Index Risks Opportunities on
Carbon price
(carbon tax / Revenue | > Procurement costs for imported raw materials / materials > Sales and revenue increase due to reduced competitiveness
carbon border Expendit|  increase of imported competitor products from countries/regions with  |High
adjustment ures | Electricity costs increase insufficient GHG emissions controls
mechanism)
Carbon emissions > Raw material procurement costs / manufacturing costs g C;T;Z;fgn?r;? g;r;err cﬁr?tt:n(:s:web;\:\?crj::tz (:igl); r(t\e,ic:u?r:ng
targets / policies in increase due to expenses for purchasing carbon credits gluminum) 9y 9
each count > i i i i .
1 country Revenue |~ Expenses increase for updates /introduction of equipment > Demand associated with switching from other materials Medi
(Emissions trading |[Expendit| such as aluminum scrap melting furnaces and energy-saving increases due to tiahter requlations um
| Mandatory Carbon | '*® equipment, and enabling changeover to other fuels an 9 .
i i » Production management costs increase due to mandato > There are opportuniies to increase revenue by taking
Footprint Reporting anagemer . &4 advantage of aluminum’s light weight, high thermal efficiency,
etc.) carbon footprint recording and reporting ) .
. and high recyclability
» Prices increase due to increased demand for scrap metal
> Investment costs to introduce new equipment and innovative
Recycling technologies to strengthen recycling technology and alloy > Revenue increases through sales promotion focused on
regulations.” Revenue development capabilities increase superior recyclability )
olicies in each Expendit | > Market advantage over competitors / other materials declines |> Business base expands and revenue increases through High
p ures due to delays in addressing recycling regulations “closed-loop recycling” targeting automobile manufacturing
country > Demand for aluminum castings decreases due to an processes, etc.
expanding electric vehicle market; the current recycling
framework does not function adequately
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[Risk significance assessment:risks and opportunities]

Investigated risks/opportunities ranging from procuring raw materials to disposal/recycle

(1) Transition risks, opportunities (2/2)

UuAacJ

Risk items Business impact
Eval
uati
Small classification | Index Risks Opportunities on
H Revenue - . » Energy conversion in aluminum smelting countries progresses,
Cr_langes in energy Expendit ? Energy COSt.S (electricity, fuel, etc'.) Increase resulting in reduced GHG emissions from aluminum smelting High
mix ures |» Investmentin SCOPE1 decarbonization increases di d titi inst oth terial
processes and improved competitiveness against other materials
» Costs associated with the use of raw materials are mitigated and
reduced by the spread of closed-loop recycling
‘ . . » Manufacturing costs are mitigated and reduced by increased use of
» Sorting technology for recycled raw materials does not advance, ) . N X .
Developing next- I . . . raw materials and improved manufacturing yields resulting from the
ping " resulting in lower yields and production capacity o
generation Expendit | pevenue decreases due to weaker competitiveness brought on by consolldathn of aIonls . I ) High
) ures delavs in developing technologies related to GHG emissions » By developing materials suitable for recycling, UACJ can increase
technologies ed yt. ping 9 revenue from increased demand for environmentally branded
reduction products (SMART®)
» UACJ can raise the level of demand by developing smelting
methods with low GHG emissions
» There is increasing environmental awareness among customers and | The recyclability of aluminum is reevaluated, and revenue increases
users, and failure to comply with environmental labeling, etc., will as orders from cutting-edge environmental companies increase
result in declining sales from customers pulling away » Environmental responsiveness becomes a value for UACJ and its
Changes in Revenue | > If decarbonization measures are not accelerated through the entire products, improving reputation with customers and creating new Medi
. Expendit value chain, the environmental branding of UACJ and its business business opportunities
customer behavior ures will be damaged and sales will decline » UACJ can increase its revenue by expanding recognition of its high um
» Customers and users will pull away from products with low recycled recycling rate / low carbon aluminum for beverage cans
content or that cannot use low carbon aluminum, resulting in a » UACJ can increase its revenue by acquiring ASI certification, etc., in
decrease in revenue from lower sales response to customers' requests for environmental friendliness
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[Risk significance assessment:risks and opportunities]

Investigated risks/opportunities ranging from procuring raw materials to disposal/recycle

(2) Physical risks, opportunities

uAa

cJ

Risk items Business impact
Eval
. . . g uati
Small classification | Index Risks Opportunities on
» Revenue decreases due to lower production capacity resulting from
instability in raw material procurement from impact on mining and
. transportation » Demand for beer and soft drinks increases, and sales grow for .
Increase in average Revenue » The working environment at manufacturing sites worsens due to packaging materials, providing opportunities for increased revenue |Medi
temperature higher temperatures, and there is a risk of decreased revenue due to|> Demand for air conditioning equipment increases, and sales for fin um
lower productivity and difficulties in hiring personnel materials grow, creating opportunities for increased revenue
» Air conditioning equipment expenses and running costs for
addressing the heat increase
> There are operation/shioments shutdowns. suspension of operations » As aresult of increased demand associated with "building national
e op p » Susp P resilience” as a countermeasure against natural disasters, there is
at suppliers, loss of confidence and decreased sales due to X ind dfor di N d d
i i temporary halts in production caused by extreme weather conditions an increase in demand for isaster-prevention pro ucts an
Increasing severity X ) structural materials / related products that contribute to
of extreme weather |Revenue|  (flooding and heavy rain) strengthening infrastructure .
e Expendit | > Expenses for equipment-related countermeasures and damage ; . L High
conditions - R » Demand for infrastructure development increases, resulting in
ures repair increase due to storm surge and flooding caused by typhoons . dd d for slui t d other disast i
(cyclones, floods) at manufacturing sites with high risk of flooding increased demand for siuice gates and other disaster-prevention
X . . . . products
» Troubles making delivery deadlines increase due to increased

disruptions in the distribution network caused by extreme weather

» Demand increases for products (aluminum laminated sheets, etc.)

used in evacuation centers, etc.
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[Selected scenario]

We will use two scenarios (1.5°C, 4°C(2.6°C~4°C))to consider society in 2050

[Projected average global surface temperature change]

UuAacJ

== Definition of 4°C (2.6°C~) scenario =

(compared with the average from 1986~2005)
6 | L 1 1 1 L L i |

4°C scenario

3.2~5.4°C higher than pre-industrial
Revolution levels if no additional measures
against global warming are taken

Over 2°C(2.6°C~4°C) scenario
2.7~4.0°C higher than pre-industrial
Revolution levels if no additional measures
against global warming are taken

2°C scenario

0.9~2.3°C higher than pre-industrial
Revolution levels if strict measures are taken

1.5°C scenario

2000 2030 2050 2100 1We are highly likely to achieve an increase of
!less than 1.5°C compared to pre-industrial

v Almost the same temperature changes would occur in the iRevolution levels if a radical transition to a

2°C and 4°C scenarios by 2030 peevEenllnace

v Itis important to draw an appropriate transition path
focusing on decarbonization by 2050 for each timeframe
selected in the scenario analysis

range scenarios be
below 2°C

The TCFD recommendations for scenario
analysis suggest that multiple temperature

selected, including those

3.129 Source:AR5 SYR SPM.6, IEA “ETP2017”, UNEP “The Emission Gap Report 2015”, IEA “WE02021”, Global Warming of 1.5°C (IPCC)
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[List of used parameters: Transition risk]

sources

Legend: Estimated
Xexchange rate: $1=114JPY (based on 12 November 2021)

Definition of each of the worldviews based on scientific evidence, etc., from IEA and other

uAac)

Baseline 2030 2050
I = = S S S Sources
(year, values) | 4°C(over 2°C) 1.5°C 4°C (over 2°C) 1.5°C
Japan:28,500 JPY
. (Advanced countries) |. p, t: Ministry of Envi t "Introducti
Japan: 289 JPY ) Japan: 14,820 JPY ) Thailand:6,270 JPY of ataxio g]olfr:ga?glorl:‘:{:?anr‘:\?ng"? "Recent |
®Carbon tax (2021) Trends in the (Advanced countries) Trends in the (Developed countries) | Developments in Carbon Tax and Border
(JPYIt) Thailand : not market Thailand:1,710 JPY market ¥ Adjustment Measures’, ICAP (EU-ETS
introduced (Developing countries) . Avira_ge in 2020)
Border Carbon 1.5°C:IEA WEO2021
Adjustment
+ Ministry of Foreign Affairs of Japan “Climat
@Carbon CArgzgrizn.lap[:ﬁsgrémisz{SnoRe?iEzzon ':'I::]:ts"
. + Ministry of Foreign Affairs of Japan “Domesti
emissions = Japan:2013 Japan:46% Japan:46% Japan: 100% Japan: 100% | and namatonel Devlpmerts Concang
targets/policies Thailand : 2005 Thailand - 20% Thailand - 20% Thailand: 100% Thailand: 100% Carbon Neutrality in 2050
in each country ' B e (2065-2070) (2065-2070) |* fgenoy o Faiute) Resources and Eneray
o + UNFCCC “Thailand’s Updated Nationall
;1-: ( A,) Determined Caolnalll-'lib:tior?"(aoitob:rgg&
E]
. |@Recycled + IAI “1.5 DEGREES SCENARIO A MODEL TO
= X .
o |aluminum World:33% World:44% Eoo World:53% o . PRIVEEMISSIONS REDUCTION' i
3 | utilization rate (2020) (1.75°C) World:52% (1.75%) O e o o o oo
a. (%) on Global Metal Production and Use” (2021)
=
gz:i':"tr'c'ty PN 2 A | Japan:20,829 PY | Japan: 26,023 JPY | Japan:23.423 JPY | Japan:27.502 JPY |
p(JPY/MWh) (2017) China: 12,103 JPY | China: 12,525 JPY | China: 14,680 JPY | China: 15,906 JPY
®O0il price World: $42 ) ) ) )
($/barrel) (2020) World:$77 World: $36 World:$88 World: $24 IEA WEO2021
q . oM . 1Al “AN ASSESSMENT OF
®Projected World: 93 Mt GLOBAL MEGATRENDS AND REGIONAL
Demand for - - World: 244 Mt World: 335 Mt AND MARKET SECTOR GROWTH
Aluminum (2018) ;L;TLOOK FOR ALUMINIUM DEMAND” (2020
;lR::‘Iei':[T:]eF)’rice Wor|d(210,172;‘. $/mt World:2,454 $/mt - World: 3,096 $/mt - + World Bank “Commodities Markets Outlook”
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[List of used parameters: Transition risk, Physical risk]

Definition of each of the worldviews based on scientific evidence, etc., from IEA and other

sources

UuAacJ

Baseline 2030 2050
S S S S S S Sources
(year, values) | 4°C(over 2°C) 1.5°C 4°C (over 2°C) 1.5°C
- - 193 304.2 945 1615.6 + IEA WEO2021
3 | DEV Inventory (Million Vehicles) | (million vehicles) | (million vehicles) | (million vehicles) | (million vehicles)
a3 q
(278 Ethlcal Purchase intention o . o . « Dentsu "Ethical Consumption Awareness
x = c ti based on ethical 19% in the home appliances sector, 17% in the automotive sector, etc. Survey 2020
o ehstinption ased o A (NO scenario bifurcation) « Deloitte "Millennial Generation Z Annual
S | Awareness consumption Survey 2021"
QRate of
temperature . .
A P d 12.12 12.45 Trends in the 13.32 Trends in the « World Bank, [ Climate Knowledge Portal |
MIEREED &L (2020) g market : market + IEA, TWorld Energy Outiook 2018}
Increase In
midsummer days
S)D)It?elatlonshlp + World Bank “Climate Change Knowledge
etween Portal’ (Temperature rise)
temperature rise _ +1.1°C +1.0°C(2°C) +2.0°C +1.3°C(2°C) + Ministry of Environment etc. "Climate Change
P q i (2020-2039) (2040-2059) (2020-2039) (2040-2059) Observation, Prediction and Impact
and air conditioner Assessment Integrated Report 2018 - Climate
v} sales Change in Japan and its Impacts"
=3
<
¢, |@Relationship Mineral water: Mineral water:
8 between rising Carbor:;t.;(‘;ﬁwater Carbor-:a1t.;(:/owater (I\;Iational&bservatoryhof;\thens rf'l'ge Imp:cft of
- - : — : - imate Change on the Pattern of Demand for
a_ temperatures and +2.9% +2.9% Bottled Water and Non-Alcoholic Beverages ]
= [demand for Soft drinks : +1.2% Soft drinks: +1.2% (2014%)
beverage products Juice: +3.1% Juice:+3.1%
) Annual growth rate | Transportation: | Annual growth rate
@Increase in Transportation: 3.9% 168% Transportation:3.9% CM Group, IAI TAN ASSESSMENT OF
aluminum demand 2018 - Packaging:3.6% | Packaging:171% | Packaging:3.6% | Syoommerspenos A0 REGIONAL ok
by sector Electrical Electrical Electrical FOR ALUMINIUM DEMAND J (2020)
equipment:2.9% | equipment:146% | equipment:2.9%
R + Ministry of Land, Infrastructure, Transport and
@Ralnfall, flow rate, . . Tourism "Impacts of Climate Change”
d fl d _ 4 i Trends in the 2t Trends in the « Technical Study Group on Flood Control
an 00 (2020) imes market imes market Planning in light of Climate Change, "Study on
freq uency Flood Control Planning in Light of Climate
Change"

[Future social image in a 4°C (2.6~4°C) scenario]

No increase in the use of recycled materials, and demand for aluminum will

continue as-is; measures to address extreme weather will be important

Primary (virgin) aluminum procurement

4°C

UuAacJ

Recycled aluminum (aluminum produced from scrap)

procurement
i VA ¢
’ Raw material prices for < . o R .
o | using ore soar due to A @ \ f : Manufacturing
\ \ extreme weather conditions \J | \ Disposal/recycling Jsales..
. in countries/regions of origin ‘\
.. . . Regulations on the use of recycled )
‘ Disruptions in the suppl aluminum are not |nt{oduced, and Upstream
. p scrap recovery systems are not customers

chain due to extreme weather
\ \ established

r 3 e
Introduction of a carbon
tax does not advance, and

Crude oil supply is maintained,

fossil fuels continue to and operating costs Scrap usage rate shifts
be useg;g:rggc?tr;eratlng E increase :llon.I with soarin in line with current
el o - crude oil prices B trends

“1
L]

There is flooding and damage from heavy rainfall and

Higher average temperatures and more hot

days in summer result in increased demand

for aluminum due to increased sales of air
conditioners and beverage products

L
-)ownstrear;

customers

y ! typhoons to manufacturing plants in Japan and i dd o F lumi l ;
m overseas, resulting in increased costs to address Increased demand for aluminum
these due to upward trends in
1] automobile sales;
i Government | spread of EVs continues in line with
- I‘" " " Increased disaster-related -, current trends
subsidies -
I

Investors

Introduction of a carbon tax does
not progress

No significant change in climate change awareness for investors and consumers
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n [Future social image in a 1.5°C scenario]

O,
Shift to renewable energy and recycled materials. Establishment of scrap recovery 1.5C
systems and R&D for low carbon products will be important

UuAacJ

'. Demand for virgin
. .'.. aluminum that is

. _— . Recycled aluminum (aluminum produced from scrap)
Primary (virgin) aluminum procurement
decarbonized / low

procurement
o]
carbon increases,

leading to increased raw Increased recycling technolo “‘

material prices / . de"—f"’%‘% ’ Demand increases for
— Investment aimed at reauce . " |
m " environmental impact and products with established 93 b2 2
decarbonization scrap recovery systems Comparab\e Upstream
E 5 in
e ™ g op=m & | 1o stee! i
e O TR CE W EEE s of LCA | customers
P YA ol

efc.

s SRR

A carbon tax is introduced, and

| ¥ |

& I

energy sources shift toward d |
non-fossil fuels such as solar | Renewable energy use spreads, and { I !
power, renewable energy, Yy electricity prices rise 1
hydrogen, and ammonia il Downstream
‘ TR Processing/manufacturing costs
E decrease due to a drop in crude Scrap usage rate increases cusx)lrers
S Scrap usage rate increases
% oil prices

. . Higher average temperatures result in
There is flooding and damage from extreme weather

! ) ncreased demand for increased demand in aluminum due to
ts t fact lants inJ o | d d d f i d d d in alumi due t
ove?svggssrgsrﬂﬁ?# al(:‘ iﬁlpghlt)lari]nsc:'r;agggncigts to aluminum due to upward a slight increase in air conditioner and
' address these ) | trends in automobile sales; beverage product sales
the share of EVs increases I *
Ll Spread of renewable energy / 1 - Reaulatl = " ; 3
(] electrification progresses, and oh - neguations on inferna ﬁ @ ﬁ
AN bidies are expanded T A combustion engine vehicles,
I I" I ' su i tighter fuel regulations ‘p F A& A
— _'._ h = = ! e— __"_- n UE LN
e e e
Government = fHREEE ¥ New entrants  Investors Consumers
Carbon taxes / carbon Ventures for recycling : Increase in ethical consumption by
border adjustments are technologies, new materials, etc., Stronger engagement aimed at T
3-133 introduced enter the field decarbonization from investors Increased demand for environmentally
©UACJCWDIW |-

friendly brand products

4 [Business impact evaluation:4°C (2.6 ~4°C) scenario (2050)] 4°C, 2050
Increased expenses are incurred. Even if further countermeasures are implemented and

new opportunities are seized, there is still expected to be a negative impact

Increase/ Increase/ Seize
decrease in decrease in L
opportunities
expenses revenue
Negative
impact
Revenue -
We assume that therewillbe | BN @ =0 I -
no carbon tax introduced in Possibility of a change in the
Japan sales growth percentage in
comparison with other
materials
7
© ‘O\Q %‘0\)Q Q('
e ™ O
s & S & 4 S o ©
5o o © © KA s{x’x\(\ gQ‘o «© o & Q)
By 0 & A9 o RS A d K (@ ENEIN
<L C NS O SIS AN \&° < £Q NN
‘0&(& o e A N Q ° ‘\‘e &\(\% O 2 (_;b\?’ O O ®es
a0 \\ ) < \ . N - N
= @0 é\@\ ‘\%e‘a (’\\é‘% QO o @35 OQ?O 5(,e‘\ e?;,e %se\(\ 2 e@x\‘\% &
OQe‘ &© N R\ [ y Qg@ o & ot &
W 5?;\'1'\°

3-134

© UACJ Corporation. All ights reserved.

In the 4°C scenario (2050), physical risks become manifest, and measures against disasters for manufacturing sites, etc., are called for




[Business impact evaluation:1.5°C scenario (2030) ]

Increased expenses are incurred. Positive impact is expected through combining the
implementation of further countermeasures and seizing of new opportunities

Increase/ Increase/  Counter

; Seize
decrease in decrease measures ooportunities
expenses in revenue taken PP
Positive
impact
Revenue
Scope1 - 77777777 —
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, I
. - .
- """""" — | Possibility of a change in the
Scope2 sales growth percentage in
Excluded from scope comparison with other
as we assume that materials
flooding will occur at
the current frequency
T T T T T — T T T T T
<
o } o X
3 " e © * PO © & o
N o o o T @S e S et (B o (I
x© « (,'?"Y‘) ,&(\C\& o Q° <@ ,&\}S\\K *(,\\(\ (\\'5* O ¢ ,b’i\Q% & ‘e’bc’e & © ?;ae\ o el\Qs (O Q’Q‘o S
o> o< B &2 X O ) oS & oA (& & 22 & < O
e«s&\ ° ¢ ‘\%Qj: o X0 MR (P“O \50(\% et < Q<° Ny \o¢\> \qﬁ‘e e)oé @ Q0<‘
o &S & & < & ‘eﬁse & Q x© ov” , o
\<\'\,\ A\ & ol 5?;\1'\(\

In the 1.5°C scenario (2030), progress toward decarbonization is called for as countermeasure for the introduction of a carbon tax
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n [Business impact evaluation:1.5°C scenario(2030) ]
Expenses increase, but a positive impact is expected through combining
the implementation of further countermeasures and seizing of new opportunities

Increase/ Increase/ Counter Seize u4dacJd
decrease in decrease measures .
) opportunities L
expenses in revenue taken Positive impact

Possibility of a change in the -

sales growth percentage in
comparison with other
materials
Revenue
””””” Achievement of
carbon

neutrality
Seo be ! .

5 K
<O S o o
W) s+ 52 XS W O N N
o N _ Xy S & EONERIRSCh $Pe® AT > (P

Q‘o @‘b &(\o O\Q < \\)(\\’& & @t 20 ,00% A 2 N ,je\ %‘O W7 R Q\O .\,&\e’v
%&\& (\0‘\ B es\(\ e S @c\ %‘“o © > 5&0 \‘@ 06“‘“ de% 6&} &%c,e c\é %&\0% @};\
< O . & O o K C N X o) C O <

o & &eﬁ\ e Q0 \’Of’\ £ & X W& S 0@ %OQQ
& 5 o ot o0

In the 1.5°C scenario (2050), seizing of sales opportunities from responding to shifts and further progress toward decarbonization are called for
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[Countermeasures for organizational risks]
We need to ensure future group-wide rollout of scenario analysis,

Countel
measur
es for
organiz
ational
sk

Oppor
tunity

maturity level improvement, and monitoring/execution structure

Group-wide rollout
of scenario
analysis

Monitoring/executi
on structure

Maturity level
improvement

3-137
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v"In this scenario analysis, we focused on the flat rolled products business and the
Japanese and Thai production sites. We will roll out the methods used this time to

conduct scenario analysis for the entire group.

v' With this project team as the core, we will establish task forces, working groups, etc.,

to roll out the analysis to the entire group, and to each level of operations.

v" For this time, we established two scenario patterns. Climate change has a high level
of uncertainty, and we will keep regular watch on what kind of future outlook we can

expect, perform impact evaluation, and review our strategies.

For this time, we considered measures for climate change risks from the perspective

of a project and formed a team accordingly, but we will incorporate this as a formal
organizational role in the future so that it does not become a temporary effort.

As the measures implemented this time were only for scenario analysis “Level 1”, we

will gradually increase the maturity level in the future to aim for levels 2 and 3.

[Future countermeasures to individual risks]

H We will strengthen competitiveness by implementing measures to reduce

Opportunity
measures

GHG emissions, developing materials with low environmental impact, and acquiring
environmentally friendly certifications

Carbon price,
Carbon emissions
targets/policies in
each country

Adapted

Recycling
regulations/policies
in each country

Adapted

Changes in energy
mix, Energy-saving
responses

Adapted

Changes in
important
products/prices

Adapted

Changes in customer
behavior

Adapted

Increase in average
temperature

Increasing severity
of extreme weather
conditions (cyciones, floods)

Adapted
*Retained
3-138
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uAac)

Risk countermeasures example Initiatives for seizing opportunities example

v
v

Setting of long-term GHG emissions reduction

targets
Setting of long-term energy use reduction targets

Introduction of internal carbon pricing

Promotion of higher recycling rate for products
Establishment of a scrap recovery system with
upstream/downstream customers

Improved energy conservation through changing fuels /
switching power companies

Promotion of the introduction of renewable energy
sources

(Price setting for products in line with rising raw material
prices)

Development of decarbonized aluminum products /

services (certification)

Implementation of disaster prevention equipment
Sophistication of risk models by leveraging data

Adapted

Adapted *
Established

Adapted =
Established

Adapted

Established
*Retained

Established

v

v

v

v

v

v

Implementation of long-term GHG emissions reduction
targets

Leveraging of CO2 absorption through forests, etc.. and
credit programs

Establishment of an evaluation method to measure
contribution to making reductions

Shifting to energy-saving technologies with an aim toward
decarbonization through public-private partnerships and
international cooperation

Collaboration for and establishment of a scrap recovery
system with retailers and local governments

Promotion of use of on-site power generation such as
solar power, selling of electricity

Leveraging of decarbonization technologies such as
CCS/CCcUs

(Strengthening of product competitiveness by curbing

product price increases through measures such as
improving recycling recovery efficiency)

Promotion of use of aluminum for products

v Establishment of UACJ’s own branding by moving

v

toward with acquiring environmentally friendly

Collaboration with competing materials companies

Promotion of the use of aluminum for products: Expansion
of disaster prevention technologies/products

Formation of public-private consortiums, etc., aimed at disaster
prevention




Agriculture, Food, and Forest Products
v Practice Case(@ : Maruha Nichiro Corporation
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Maruha Nichiro Group Business Outline

Company Information (s of March 31, 2021)

Company name Maruha Nichiro Corporation Group 149 (Domestic: 74, Overseas: 75)

. companies ) e
Establishment = March 1943 P - Consolidated Subsidiaries: 77
Head Office 2-20, 3—chome, Toyosu, Koto—ku, * Non—consolidated Subsidiaries: 18
Location Tokyo, Japan

Capital Stock 20 billion JPY (Equity-method affiliates: 2)

Number of Non—consolidated: 1,661 + Affiliated companies: 54

Employees Equity—method affiliates: 23
Consolidated: 13,117 ( quity )

Main Business

Fisheries, Aquaculture, Marine Products Trading/Processing/Wholesaling, Manufacture/Processing/Sales of

consumer frozen foods, retort pouch foods, canned foods, fish—paste products, fine chemical products and

beverages, import of raw materials for meat and feed, Manufacture/Processing/Sales of meat




Business covered

We focused on the fishery and aquaculture segment (particularly Japanese aquaculture
business), one of the key segments in the business portfolio, and performed impact

estimation and definit
Maruha Nichiro’s business po
Logistics segment, Other

4 |

Processed Foods
segment

H

Overseas business segment

ion of countermeasures

rtfolio

Company locations and types of fish

Fishery / Aquaculture
segment

Total . Japan
905.2 billion JPY Trading segment
(Year Ended
March 2020)
X Business segments
Overseas

for the year ended
March 2021

Yuza (Yamagata) Cherry salmon
Kumano (Mie), Kushimoto (Wakayama),

Kashiwajima (Kochi), Yuya (Yamaguchi), Goto Bluefin tuna
(Nagasaki), Saiki (Oita), Amami Oshima

Karatsu (Saga), Saiki (Oita), Shimaura (Miyazaki), Yellowtail
Minamisatsuma/Sakurajima (Kagoshima)

Karatsu (Saga), Minamisatsuma/ Sakurajima Greater
(Kagoshima), Amami Oshima amberjack

Farm-raised salmon, sockeye salmon, walleye pollack, hoki/blue
hake, southern blue whiting, Beryciformes, skipjack, horse mackerel,
Patagonian toothfish, silver warehou, squid, humboldt squid, shrimp,
octopus, snow crab, king crab, deep water red crab, etc.

Target sectors and risks to consider (example)

Although the fishery and

for only about 5% of Maruha
Nichiro's sales, given its

fishing business

aquaculture segment accounts

importance in its upstream part
of the value chain, the analysis
will focus on the domestic farm

Business areas

Fisherles & Aquaculiure

Overseas Business.

Fishing  Agquaculture
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Research & development

Significance
assessment

Significance assessment of risks/opportunities

Identify
scenario groups

Retail / Dining out /
To dining tables

Countermeas
ure definition

Business impact
evaluation

4°c | 2°C |

o Assessment items Discussions on business impacts {Qualitative information)
i Large Significance
Small classification Discussion: risks Discussion: opportunities
classification
Carbon price Introduction of a carbon tax (increased operating costs) Gain on sale from cap and trade (increased revenue) *1
flarbonemlsslonstargets/polldes Strengthened emission regulations (increased operating costs) | N/A
in each country
. Strengthened energy conservation policies (increased Expanded energy conservation subsidy programs (decreased
Pol -
© |cy./ Energy-saving policy operating costs) investment costs)
Regulation
" Expanded energy conservation subsidy programs (decreased
Fossil fuel subsidies N/A operating costs)
. ) . Improved resource efficiency of containers and packaging
. Regulation on packaging Strengthened regulations (increased operating costs) (decreased operating costs)
R
3 Ind / Changes in energy demand Rising energy prices (increased operating costs) N/A
ndustry,
g Market Changes inimportant Changes in growth envir ts due to climat g Changes in growth envir ts due to climate chang L
i products/prices (decreased sales) (increased revenue) aTes
Development of energy conservation technologies and
Diffusion of reneurl'ablleer\ergyand N/A expanded procurement of renewable energies (decreased
energy saving technologies operating costs)
Technology S hened lati d al ive CFCs (i d
Next generation technology o:;:rr;gitn;r:;st:gu ations toward alternative s (increase Decreased environmental impact due to improved technologies
progress Technological progress of other companies (decreased sales) (increased sales)
" ch . =
Changes in customer behavior [Lamage t(; theI reputation of products and the pany " |ndpretferfances to;avt:r certified products and low
Reputation (decreased sales) carbon products (increased sales)
Changes in investor’s reputation Lower reputation with investors (increased financing costs) Higher reputation with investors (decreased financing costs)
R Further measures for transportation and storage (increased Changes in beh due to rising temperatures
Increase in average temperature . -
operating costs) (increased sales)
Changes in rainfall, weather Increased costs due to ch. in ocean envir Improved growth environment conditions due to changes in L
and ocean (increased operating costs) marine envir (i dr ) RIES
Chronic
%u— Risi level Wave proofing measures due to elevated sea levels (increased N/A
g ising sea leve! operating costs)
= Damage to operations in regions with high water stress
= Water stress (drought) (increased operating costs) N/A
Increasing severity of extreme
weather conditions Damage to operations due to extreme weather events
Acute a o N N/A Large
(Typhoons and hurricanes ata (increased operating costs)
larger scale etc.)
3-142 *1 While we rated this as “Medium”, we will also evaluate the financial impact from carbon pricing



Significance
assessment

Identify
scenario groups,

Business impact

evaluation

Identify and define range of scenarios

Countermeas
ure definition
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business

*3. Resource quantity: Total amount of fish that come to the area

Significance
assessment

Identify
scenario group

Identify and define range of scenarios

Business impact
evaluation

Key items Risk=Opportunity Related data
(It'em.s .With high Parameters researched Opportuniti| Quantifiable . Source
significance) es - Scenario

Carbon price (1) Carbon tax [ ] [ ] (@] 4/2/1.5°C 2050 IEA etc.

3

§ (2) Migratory tuna catch volume @ o*? (@] 4°C 2050 Nature

§ Ch ini rtant

5, anges inimportant | ) gt fish resource quantity*3 [ } (@) 4°C 2050~ MAFF

2. |products/prices

(4) Fish size (] O 4/2°C 2050 Daniel Pauly etc.
(5) Rising sea temperatures [ ) [ ) X 4/2°C 2050 IPCC etc.

Changes in rainfall, ch in dissolved i
weather patterns and | (6) s e:;g:esr'" lssolved oxygen in [ ) X 4/2°C 2050 IPCC
ocean environment

o

% (7) Ocean acidification [ ) X 4/2°C 2050 IPCC

SZ

@ Increasing severity of Rate of increase in flooding o

=~ extreme \ieathe:y @ frequency and the amount of rainfall o o 4/2°c 2040 METI
conditions Im .

plementati
(Typhoons and on if past JMA (Japan
hurricanes at a larger |(9) Occurrence of typhoons/cyclones [ ] results 4/2°C 2050~ Meteorological
scale etc.) available Agency) etc.
*1. We assumed this as a parameter that describes the decline in juvenile fish stocks
*2. Since the fish farming business is the target of the evaluation, the decline in migratory tuna catches is viewed as an opportunity for the fish farming

Countermeas
ure definition

lac]2c]

(1dentify 4°C worldview by 5forces)

Measures to address physical risks are called for: operating costs increase due to physical risks
becoming manifest, and production decreases due to the deterioration of fish growth environments

4°C worldview @2050s (Example)

I:l : Actions for addressing risks
- l:l : Actions for seizing opportunities

facilities and certain
distribution functions

» Competition intensifies for

fishery resources such as

juvenile fish, and
procurement costs
increase

Raw feed prices for farmed
fish soar, and operating
costs increase

-Introduction of
equipment/facilities to prepare
for physical risks

-Review of procurement
methods

-Review of feed types

aquaculture sites become manifest, and disaster
prevention costs increase

Catch volumes in nearshore waters decrease, catch
costs increase, and reliance on aquacultures
increases

v

Production increases in some regions and fish
species due to changes in climate patterns

New fish diseases emerge due to high water
temperatures, resulting in fish die-offs and reduced
inventory

|

decarbonization a

and no special measures

are called for by
stakeholders

re low,

o mm mm = em mm e e e e mm e e e e e e e e e e e e e
Aquaculture industry \
New entrants ("
Sellers ’ ! . Buyers Government
(Raw material » We assume no special measures will be (Customers)
li necessary (No new entrants) » Low carbon / decarbonization
supp 'ers) — = » Prices soar for certain trends weaken, and
» Carbon emission marine products, and regulations, etc., do not move
regulations are not IndUStry demand for low-priced forward
introduced > Production at aquaculture sites decreases due to *pi.marine roducts » Regulations related to carbon
changes in the marine environment (seawater increases t t introduced
> Physical risks become acidification, anoxia, etc.) e axes are not introduce
manifest for aquaculture >  Physical risks due to extreme weather toward » Demand for low carbon / >

Disaster prevention
subsidies (for breakwaters,
etc.) are established as sea

levels rise and water stress
increases

-D of

Declining cost of key

products

Prompt obtainment of policy
information and securing of

y and e
environment improvement technology
-Implementation of disaster prevention measures at sites

Expanded distribution of fish species for which production
will increase due to changes in weather patterns

B e —

[—

Substitute

» Cultured meat grown from cultured fish cells

products __|

R&D on cultured meat, etc.

» Plant-based meat using materials derived from plants I

subsidies (mainly through
active collaboration with the
government toward physical

risks)




Significance Identify Business impact Countermeas l:l
assessment scenario group! evaluation ure definition

Identify and define range of scenarios
(Identify 4°C worldview by Sforces)

Measures to address physical risks are called for: operating costs increase due to physical risks
becoming manifest, and production decreases due to the deterioration of fish growth environments

Feed prices for
farmed fish soar, and

operating costs
increase

Decreased production
due to increased extreme
weather events

No active progress
for introduction of a
carbon tax

New fish diseases emerge
due to high water
temperatures, resulting in
fish die-offs and reduced

- invento
Subsidies are

established as sea
levels rise and water

stress increases Catch volumes decrease

due to increased extreme
weather events

Prices soar for certain
marine products, and
demand for low-priced
marine products
increases

Competition
intensifies for fishery
resources such as
juvenile fish, and

procurement costs
increase

wmsm™ MARUHA NICHIRO
HrunbaAREE

Production at
aquaculture sites
decreases due to

changes in the marine

environment
3
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Substitute fish products
ear, such as cultured meat
rown from cultured fish cells
and plant-based meat using
materials derived from plants

Significance
assessment

Physical risks become
manifest for
aquacultureffishery facilities
and certain distribution
functions

Identify

Identify and define range of scenarios

Business impact
evaluation

Catch volumes in
nearshore waters
decrease, and reliance on
aquacultures increases

Countermeas
ure definition

[ac]ze]

(Identify 2°C worldview by 5forces)

As decarbonization trends grow, low-carbonization of the aquaculture business to accompany
regulations and development of high value-added products / substitute products is called for

2°C worldview @2050s (Example)

Aquaculture industry

-

I:I : Actions for addressing risks
D : Actions for seizing opportunities

Sellers New entrants Buyers Government
(Raw material » We assume no special measures will be (Customers) o
suPp“ers) necessary (No new entrants) » Consumers select products » Some countries impose

» Increased procurement

costs due to carbon emission
regulations

» While competition for fishery

resources such as juvenile fish
does not intensify to the extend
of the 4°C scenario,
procurement costs increase

> Raw feed prices for farmed fish

rise, and operating costs
increase

» Increased share of

renewable energies in
aquaculture sites

» Increased introduction of low

carbon aquaculture
equipment/technologies

with a high price advantage

—— =

Industries

»  While there is no significant change in
migratory tuna catches, fishery costs
increase due to rising ship fuel costs

Production increases in some regions

and fish species due to changes in climate

patterns

for which carbon prices have not
been passed on

v

Demand for low carbon
products increase as consumers
become more low-carbon
conscious, leading to increased
demand for products
produced using low-carbon
aquaculture technology

of products as ethical

Low carbonization of production sites

including low carbon products

Reduced costs / low

Expanded distribution of fish species for
which production will increase due to
changes in weather patterns

carbonization of products

Development of high value-
added products through low

carbonization

» There is increased marketing<

restrictions on emissions
from production sites, etc.,
and emissions trading
becomes active

» A carbon tax is introduced.
Sites, etc. with high CO.
emissions are subject to
regulations

<

Subsidies (for breakwaters,
etc.) are established to
some degree
accompanying a certain
increase in sea levels and
water stress

Prompt obtainment of policy

Securing of sources with advanced
decarbonization measures, low
carbon raw materials, etc.

Securing of self-consumption
power sources, investment in

renewable energies 1

=~

Substitute products

» Cultured meat grown from cultured fish cells | R&D

on cultured meat, etc.

» Plant-based meat using materials derived from plants |

information and securing of
subsidies




S ) [ty [(c]c)
Identify and define range of scenarios

(1dentify 2°C worldview by 5forces)

As decarbonization trends grow, low-carbonization of the aquaculture business to accompany
regulations and development of high value-added products / substitute products is called for

Regulations on carbon

emissions are introduced . ) Increased procurement
h bon t Increased incentives ¢ It %W
such as carbon taxes and subsidies toward costs (aquaculture renewable energies in

aquaculture sites A Lt

= g | low carbon energy matefriafls, etc.) due to
) = sources restrictions on carbon
i ® ¥ emissions
AETE=RER =
000 0 0 oo "
Ce R =
[ T==11 Increased capital investment
Demand for ethical and R&D expenses related to
products increases, low-carbon/low-cost and high
including low carbon value-added produc
products While competition for fishery

2= MARUHA NICHIRO SRXE = X ) resources such as juvenile
srunsansocE ) X X fish does not intensify to the
extend of the 4°C scenario,

procurement costs increase

Consumers select
products with a high
price advantage for
which carbon prices
have not been
passed on 4 Increased introduction of
y low carbon aquaculture
facilities and

technologies

Substitute fish products
appear. such as cultured meat
grown from cultured fish cells
and plant-based meat using
materials derived from

No significant changes in
catch amounts of migratory
fish, and the effect on the
aquaculture market is slight
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Significance Identify

assessment scenario groups ;Va'"a‘ n Sl?eugzir:;t?:rs\
Outline of each risk item’s calculation

Unit: 100 million JPY

Estimated impact on operating income

Key items

(Items with high Outline of calculation logic 2°C
significance) 4c (15°C only carbon tax)
q a. Financial impact of a -
Carbon price carbon tax 2050 GHG emissions x carbon tax A XX
Sales of farmed tuna fluctuate in tandem with in mig y tuna catch
b. Increase in farmed .
tuna sales to make up Maruha Nichiro’s farmed tuna sales
for reduced migratory | X Percentage change in the average catch rate of Pacific + X X +x X
tuna catch volumes migratory tuna
- x Operating profit margin
g ¢. Increase in amount We assume that the unit cost of feed procurement is inversely proportional to the
g: Changes in important . of raw feed amount of feed resources
[e) .
3 products/prices due to | procurement cost due 2020 raw feed procurement cost A X X AX X
o changes in ocean to decreased fish | + Percentage of fluctuation in the amount of fish resources
environment resources for use as for use as raw feed
raw feed x (1 + business growth rate)
Juvenile fish resources fluctuate at the same rate as the average catch rate of Pacific
migratory tuna
d. Increase in amount
of juvenile fish Juvenile fish procurement cost (present) A X X A XX
procurement cost x Percentage change in the average catch rate of Pacific
migratory tuna
0 q Red tide frequency increases at the same rate as the amount of rainfall
Changes in rainfall Y
' . | e.Increase in loss due | . i i A A
weather patternsand | (" -l o breaks | History of damage from red tide x percentage increase in the x X x X
- ocean environment amount of rainfall - insurance claim amount
=
3. | Increasing severity of
g’_) extreme weather We substituted the percentage increase in the amount of rainfall for the rate of
Z conditions f. Assumed increase in | typhoon occurrence
=~ damages due to . A XX A X X
(Typhoons and typhoons History of past damage from typhoons x percentage
hurricanes at a larger increase in the amount of rainfall x deductible rate
3148 scale etc.)




) e e dstmuon [#C](ZC]
Business impact evaluation : 4°C scenario

Countermeasures
(JPY 100 million) As-is implemented
y I o
(Carbon tax
] not
introduced)
“carson -
I carbon
] tax not
_ being
introduced
~
'f
0 r Q) T T 6 T T T T T N T T 1
S X X
oo@ @ S o v &S & & R > 0&0@ S Q0 Qs\° & S
FpPs & &R ¥ ¥, B & R NS o S NS
@g <°®~ oq’\)é‘o O,I;\O e;\(\ (S‘g; @d ;,-" (b@o @e; 0"%@‘ & 096 fz}*‘@ .é} Q fz’;‘\(\s’%‘o (D\\o Q@Q@ 6‘\63 P \,, §o ;g\“‘z'
PR . ST E P LS Py P& S & >V D SV & RS TN
L0 \° @ L3 s . & S S ™ kO O Q& 0 \2 ¥ 3 L & O O @ RS
BRI PO IO TP PR EE S O R » £ &0 & & & ST
RE & FE L £ STOELTE 2 & £ ooy F e SO S N ®
P& ¥ LS PR LS i 2 2 0 S Y Lo (FO
RS 0P ES (FES FFTEEC L T W BT O St s
& & L@ T & F 2 P O & K & N SIS B4 %5 2 NG
Q> S Cl o B N F P e o © & & @ L2
\(‘0 \° 3‘(\ & & d‘z «‘)6 ©
Q QP O

“IChanges in profit due to fluctuations in sales are calculated by multiplying the amount of fluctuations in sales by the operating profit margin

2R&D and other development expenses and new plant construction expenses, etc., are not included in the estimate this time due to the fact that there are many areas that are unclear

In the 4°C Scenario, the risk of decreasing resources due to changes in the natural environment will become manifest, and
consideration of measures such as changing over to artificial seeds and using/developing substitute feeds will be called for
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i) Emeiagios i teneen) (4 )2
Business impact evaluation : 2°C scenario

Countermeasures

As-is implemented

(JPY 100 million)

Calculated by — \ -
substituting 2.7°C |

Pacific migratory
tuna catch volume

There is no 2°C
data related to feed,

data but we made an
estimate in
- proportion to the
4°C migratory tuna
changes
~
ﬂ’/
O T T T T T T T T T T T T 1
@ O & - &
S (\\6“ E (\\5\ Ooé‘ o\@ © &\0 e?’\(\ <° Qé\ © D0 \QS\° &@“ éé‘%go
. &
O "LQ(L' o@‘-’ (QO R @\) Q & Q}{\\ QL & & @;‘b é(\o FOX & OOQ © S O &
O @ ENg S FOF LE S P F O » O > 2 P ) S oL S
\’Z’s\‘o’b&é\(\ > @9 rb%e' @(bq‘é&@e o0 K & \00 > (\\o o 6\(\\0 Q?J&‘O\> \’Z’&o‘\/v{]’Q 0\\@&6 T S d:b‘0§
BN IN 4 PRSI 2t & I FE N 2 0&\ XS C)e’\6 & K>
R & O & b&é’\ £ 2 F WY PO RO & AN &0 I
D D N a & <O @ o S
'Qq,{\é&(;\ ST LT L é\Q L e FF F &e W x Ff T F 00?3
AN 3 ®b° & TN & &L ,.anb ® L 4 N RS ) NG
Q(\c}o N «é@ o FIFE o © & & @ AN
A © N &S

“IChanges in profit due to fluctuations in sales are calculated by multiplying the amount of fluctuations in sales by the operating profit margin

2R&D and other development expenses and new plant construction expenses, etc., are not included in the estimate this time due to the fact that there are many areas that are unclear

In the 1.5°C — 2°C scenarios, the carbon task burden will become manifest as a risk, and shifting to low carbonization will
be called for; it will also be necessary to address to some extent the risk of a certain level of decreases in resources due
3-150 to changes in the natural environment




Significance
assessment

Identify

Countermeasure definition

Key items

(items with high

significance)

Major initiatives in progress/to be implemented

scenario groups

Business impact

Countermeas
evaluation i

ure definition

Examples of other companies etc.
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v Setting of medium-term targets to reduce CO: emissions per unit of sales by at m
least 4% from the FY2017 level by FY2021
Carbon price Investment in energy conserving equipment (changeover to non-CFC equipment, |+ Setting of medium to long-term GHG reduction targets and
reduction of energy consumption, etc.) obtainment of SBT certification
v Obtainment of carbon neutral certification from Austral Fisheries Pty Ltd, entry into . " . .
. X o . - v Performing of life cycle assessment in aquaculture operations
— the Climate Active NETWORK and offset emissions through afforestation activities
g v Domestic residual meal and meal made from fish not yet used as food are
@, currently being used as feed ingredients. Target fish species are yellowtail, . .
=4 X X v Development of feeds based on physical properties of feed and
o amberjack, and bluefin tuna ) )
= . . N . T feeding behavior
3 X v Promotion of sustainable fishery / acquirement of aquaculture certification
e Changesin v Promotion of handling of MSC/ASC certified marine products ¥ An aquaculture management system centrally managed in the
impor‘tant v Increased production of artificial seeds (egg-to-harvest bluefin tuna, hatched cloud
products/prices yellowtail, hatched amberjack) = suppl ion/repl of natural v Introduction of Sustainable Portfolio Management
seedlings
9 X . v Commercialization of cultured fish meat and substitute fish meat
v Strengthening of R&D system for propagation and culture technology (collaboration between large companies and ventures)
v' Development of formula feeds that stabilize feed costs and quality, and that 9 P
enable the design and addition of nutrients optimal for growth
v Activities as a member of SeaBOS Task Force | (addressing IUU fishing, child
i ) labor and forced labor) and VI (addressing climate change); participation in
Changes in ramfa"' various domestic and international symposiums, government committees and v Introduction of aquaponics
weather patterns other domestic and international dialogues " ot aquap N
d v Thorough resource management, promotion of eradicating IUU (illegal, unreported ¥ Strengthening of capital participation and procurement
andocean 9 o 9 P 9 gl P capabilities in the fish farming business
g environment and unregulated) fishing
ﬁ Reducing the risk of marine pollution by optimizing feeding amounts through the
g' introduction of Al-tracking fish counting devices
S q q
L Increasmg Seventy v Dispersion of production and storage sites
of extreme weather| Formulation of a Business Continuity Plan (BCP) v Design of aquaculture farms deep enough to allow cages
conditions v Participation in mutual aid and insurance programs to be submerged to a certain depth below the water
(Typhoons and v R&D for fish and aquaculture methods that are resistant to diseases caused by surface
hurricanes at a larger typhoons, ride tide, etc. v’ Establishment of a comprehensive BCP system
scale etc. ) v Introduction of submersible cages

Other Sector

v Practice Case®): YASKAWA Electric Corporation
(Electronic Equipment)
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YASKAWA Electric: Profile YASKAWA

(as of February 29, 2020)

*Consolidated fiscal year from March 1, 2019 to February 29, 2020 ™

ﬁgmgrate YASKAWA Electric Corporation EgCSﬁ[ﬂ%ated 411.0 billion yen
Founded July 16, 1915 Motion Control
Main (AC Servos, controllers and AC drives)
Head Office = 2-1 KurosakiShiroishi, Yahatanishi-ku, Business ‘Robotics
Location Kitakyushu Fukuoka JAPAN -System Engineering
Capital 30.6 billion yen

SKAWA &l |

E#ﬁ?@%gg; Consolidated 15,179 (including Temporary)

=g = g
JHERRS

y

— 4 .’(’iJi "

ks

[Covered business] YAS I(AWA

We targeted the “Motion control”, “Robotics”, and “System engineering” businesses, and
narrowed our focus to significant products in these areas to conduct our analysis

Business portfolio

Business area Products
. . Other i = = = = — - ———————— = — - 1
System engineering || AC servo motors, AC spindle motors for machine tools, linear :
® | . . - h
6% Motion control motors, various motor control equipment, machine controllers, |

vision systems, general-purpose inverters, power regenerative

Motion control converters, matrix converters

1
I
I
:|- Arc welding robots, spot welding robots, painting robots, handling
1

Total robots, sealing/cutting robots, deburring/polishing robots,
411 billion yen Robotics clean/vacuum handling robots used with semiconductor/LCD

manufacturing equipment, robot peripheral equipment, robot-applied

February 2020 term ! ) N
FA systems, robots for biomedical applications

I

. I

Robotics | Electrical systems for steel plants, electrical systems for water supply and
1 sewage, electrical systems for various industries, high-voltage inverters, high-
| SyStem voltage matrix converters, industrial motors/generators, wind power
H H converters/motors, small hydroelectric power generators, electric power

I engmeenng distribution equipment, wind power generation systems, solar power generation
1

systems, systems for ships and watercraft, energy-related systems

Risks and significant products in each value chain
D - Significant products B : Main risks

R&D Procuring raw materials Processing/manufacturing Sl Product use/disposal
product sales
« Factory automation devices + Factory automation devices « Factory automation equipment
(industrial robots, AC servos) (industrial robots, AC servos) (industrial robots, AC servos)
* Industrial inverters « Industrial inverters e * Industrial inverters
* Products related to renewable « Products related to renewable * Products related to r
energy generation equipment energy generation equipment energy generation equipment
B Changes in prices for significant B Changes in prices for significant B Changes in prices for significant
commodities/products commodities/products commodities/products
B Carbon pricing B Various countries’ carbon emission m  Recycling regulations
[ ] | inrep ion with i S targets/polici m  Extreme weather conditions, etc.
B Changes in rainfall/weather patterns B Spread of low-carbon technologies
m  Extreme weather conditions, etc. B Changes in rainfall/weather patterns
B Extreme weather conditions, etc.

We evaluated high-impact risks and determined |
3-154  Source: YASKAWA Electric website, summary of financial statements (May 2020 term) significant products for each value chain




[Risk significance assessment (1/2)]

We investigated risks/opportunities ranging from procuring raw materials
to product use

Risks/opportunities related to transition risks

Item

Subcategory

Business impact

Study: risks

Study: opportunities

e 205 2105 ] =ero[EE)ze] YASKAWA

Expendit |~ The P/L is impacted by an increased cost of production at factories due to taxes
Carbon pricing |ures, imposed on fuel procurement costs with the introduction of carbon taxes by the N/A High
assets governments of various countries
Various unt e, > With the |r'|troduct|on _of emissions trading and_ stricter regulatlons on energy PIL is impacted by a decrease in costs such as green power purchasing due to an .
carbon emission  |expendit conservation, conversion to renewable energy will be required, and the corresponding : ratio of re—g_p—;gnewable eneray in commercial electrici High
targets/policies ures costs for YASKAWA facilities/green power purchasing will increase
Variou_s R > PILis impacted when the global shift to electrification, EVs, and hybrids leads to a
countries’ evenue, shortage of rare earths (neodymium and ium) and copper for magnets,
e expendit " " N/A Low
restrictions on |5 affec rodi n when s for these materials soar and they become
exports difficult to obtain due to restrictions on exports by producing countries
Recycling Revenue.|, b is impacted when expenditures increase due to increased costs from the adoption
. expendit " " . - > NA Low
regulations ures of alternative materials caused by regulations on plastic
Demand for factory automation equipment and industrial inverters increases due to the
N . . . L . i -savi . 5 p: ing opp iti
» There is a risk that energy prices will rise due to changes in the supply-demand grnwm.g HeEd for_energy saving measures Asa r(.es'ult there are ex 'andm opportunities
A " for for pr | energy efficiency of corporate
balance as a result of the introduction of carbon taxes and a decreased supply of e n
Ch i fossil fuels due to global warming. As a result, P/L may be impacted by increased plants/facilities, impacting P/L.
anges in procurement costs g ’ Demand for solar, wind, hydro, geothermal, and biomass power generation facilities
rices for o ; . . i policy i i . i iti
G P_ °S Revem.!e, > PIL is impacted when the global shift to EVs and hybrid automobiles leads to a increases fiue to FIT ollc_ |nce_nt|ves etc. As aresult, business opportunities for related .
significant expendit —g—v—_ > control equipment expand, impacting P/L High
” ures shortage of rare earths (neodymium and um) and copper for magnets, " " N " o
commodities/pr " " : " As the shift to EV automobiles continues, demand for EV motors and drive units increase.
affecting production when prices for neodymium magnets/copper soar and these and business opportunities for EV-related electrical products expand, impacting P/L
oducts materials become difficuit to obtain o —— » mpacting
> PILis impacted when the oil and gas market shrinks, and the U.S. inverter business B on . rtunities for electrical shi dd . dd d f
aimed at the same market shrinks, as well (significance: low) UEINess opPorunries for 6 ecirica 8 1ip pe oxpang cue 1o increased demand for or
= environmentally friendly marine transportation and increased demand for EV and hybrid
ships, and P/L is impacted (significance: low)
Spread of low- | Competition intensifies for the energy-saving performance of products due to the
Expendit p - - A
carbon ures growing need for energy-saving measures. As a result, there is an increased burden of N/A
technologies investment costs toward R&D, etc., and P/L and B/S are impacted
» Increased investor interest leads to preference for companies that have made
. progress with ntal initiatives such as RE100, which in turn leads to Making use of green bonds has the potential to reduce risk through diversified investment,
Changes in Expendit additional initiative costs from the need to implement low-carbon manufacturing impacting B/S
investor/custom |ures, processes. As a result, P/L and B/S are impacted Expanding YASKAWA'’s | contribution will raise the company's Low
er behavior assets  |>  Increas: envir awareness leads to demands for environmental reputation among investors and i its corporate value through in stock
considerations in information disclosure and procurement, and a delayed response to prices
these demands will result in lost business opportunities and impact P/L
3-155

[Risk significance assessment (2/2)]

We investigated risks/opportunities ranging from procuring raw materials
to product use

Risks/opportunities related to physical risks

Business impact

Study (example): risks

Study (example): opportunities

| Step II 2 || 3 IL 4 “ 5 l IScenarioI 4-CI2‘CI YASI(AWA

ch in Revenue, An increase in lightning strikes creates a risk of power outages and an
Lo expendit increased possibility of shutdowns for plant equipment. As a result, there are The need for a stable food supply increases demand for food product plants,
rainfall/weather | - i . R . Low
patterns e |ncrt_aased costs for ?ddlthnal yestments toward facility restoration impacting P/L
and insurance premiums, impacting P/L and B/S

Increased Revenue,| . . . ) - . ) Lo
average expendit | > Therzle.are increased ener’gy costs cliue to {ncreased use of energy for air > Inve_ner sale_s increase due to rising demand for inverter air conditioning

ures, condition at the company’s plants, impacting P/L equipment, impacting P/L
temperatures assets
Increase in » Increased pandemics result in increased demand for reducing manpower at
infectious Revenue |» N/A production sites, and automation and robotization business expands, impacting Low
diseases P/L

E Elevated sea Expendit | An elevated sea level makes it necessary to relocate production sites

ures, where the risk of flooding exceeds acceptable levels, impacting P/L and|> N/A Low
levels assets B/S
Water Expendit |~ During droughts and similar events, there is a risk of plant shutdowns,
management ures, and measures toward water recycling and reuse are required, impacting |> N/A Low
(droughts) assets P/L and B/S

» There is a risk of shutdowns / reduced production / additional
m Extreme Revenue, investments toward facility restoration due to damage to employees/plants
weather 5:(:: it from typhoons/tornados/flooding. Furthermore, there are increased costs |> N/A High
conditions assets for insurance premiums, etc., toward assets in high-risk areas, impacting
P/L and B/S
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[Step 3: Scenario group definition]

| Step |L 2 |I 3 Il 4 || 5 | |Scenario|l 4°C Ilm YASI(AWA

For climate change, which has a high degree of uncertainty, we studied two
scenarios for a 2030 society

[Projected average global surface temperature change]
(compared with the average from 1986-2005)

6

= Definition of 4°C (2.7°C+) scenarios =

4°C scenario:

I~ ||3.2-5.4°C higher than pre-Industrial
Revolution levels if no additional measures
against global warming are taken

Over 2°C (2.7-4°C) scenario:

2.7-4.0°C higher than pre-Industrial
Revolution levels if no additional measures
against global warming are taken

2°C scenario:

2000

2030

1 I I
2050

<Timeframe for this analysis>

(Source) AR5 SYR, Table SPM.6
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[Step 3: Scenario group definition]

. |0.9-2.3°C higher than pre-Industrial
- |Revolution levels if strict measures are taken

The TCFD recommendations for scenario
analysis suggest that multiple temperature
range scenarios be selected, including those

below 2°C

| Step IL 23] 4 || 5 | |Scenario||4-c Il 2¢c| YASI(AWA

Definition of various worldviews based on scientific evidence from IEA and other sources

*Exchange rate: 1 USD = 106 JPY (based on the October 1, 2020 rate)

Currently

2030

4°C (2.7°CH)

2°C

Source

Transition risks
(increased
expenses)

Carbon tax

10,600 JPY/t-CO,

« |IEA WEO2019, 2020
« We hypothesize that levels in the 4°C (2.7°C+)
scenario will be the same as current levels

Carbon pricing

23,328 JPY/MWh

22,572 JPYIMWh

24,948 JPY/MWh

IEA WEO2019

Emission factors for
electric utilities

0.488kg-CO2/kWh

0.37kg-CO2/kWh

0.37kg-CO2/kWh

The Ministry of the Environment’s “CO2
emission factors for each electric utility” was
used

Volume of demand for
neodymium/dysprosium

Neodymium: 84.9 thousand
tons
Dysprosium: 5.7 thousand
tons

Neodymium: 153.6 thousand

tons
Dysprosium: 10.2 thousand
tons

Neodymium: 179.5 thousand

tons

Dysprosium: 12.0 thousand

tons

« Sebastiaan Deetman et al., “Scenarios for
demand growth of metals in electricity
generation technologies, cars and electronic
appliances”

Transition risks
(increased
sales)

AC servo market size

621.8 billion JPY

1189 billion JPY

1343 billion JPY

Aggregated from: Fuji Keizai, “General survey
of the state of the 2020 featured mechatronics
parts market”, IEA, WEO2019

Industrial robot market
size

1187.7 billion JPY

2293.7 billion JPY

2589.7 billion JPY

.

Aggregated from: International Federation of
Robotics, World Robotics 2019 Industrial
Robots, IEA, WEO2019

Inverter market size

1344 billion JPY

5769 billion JPY

6451.1 billion JPY

Aggregated from: ResearchStation LCC, “The
global inverter market” forecast, IEA, WEO2019

Rate of improvement in
specific energy consumption
(industrial sector)

1.3%

IEA, WEO2019

Energy mix

Wind power: 2,955TWh
Solar power: 2,265TWh

Wind power: 3,361TWh
Solar power: 2,764TWh

Wind power: 4,770TWh
Solar power: 4,315TWh

« |EA, WEO2020

Physical risks
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Level of flood risk for

(Frequency estimated from

(Frequency estimated from

The estimate is based on current sites, as the
number of sites in 2030 is unknown
+ The estimate is made by applying the assumed

each site aqueduct data) aqueduct data) level of flood depth to the “length of time
business is interrupted for each level of
flooding”
f f * Review Meeting of Technologies Related to
Percentage increase in . "
the probability of _ 50% 150% Flood Control Planning Based on Climate

flooding

Change: “A proposal for flood planning based
on climate change”

Length of time business|
is interrupted for each
level of flooding

We estimate the average length of
time that business is interrupted for

each level of flooding

We estimate the average length of
time that business is interrupted for

each level of flooding

« Explanatory materials on the simulation of
estimated damage from flooding by the Cabinet
Office
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[Visual representation of future society in the 4°C (2.7°C+) scenario]
The 4°C (2.7°C+) world: Low-carbonization measures do not advance, and physical

risks increase

Renewable energy does not become

Market Increased demand for Demand for industrial more widespread, and
inverters continues in line with demand for equipment used in

FA that can be used for
remote production

renewable energy generation
continues in line with current trends

I_ Increased demand for - i

current trends

Increased capital investment

in FA due to relocation of

production sites “:’1"

s | ] :
Y N f private energy
o \ generation and B
Increased . eneray storage 4 ——
energy storage P
FA plant demand for | ol Renewable energy
i ndustrial inverter market . o .
lant factories (e.g. general machinery, air conditioner for buildings, | Increased demand for power =~ generation facilities g
- slevators, cianes) suits that are used in
‘1 * disaster recovery
Product supply
Industrial robots/AC servos YASKAV.VA - Plant operations Government
production sites suspended due to flood £ P . ol
3 r damages nergy-eriiciency/renewable
damages energy initiatives are not
actively promoted, and
Increased physical risk due to introduction of carbon taxes is
extreme weather. 1 i limited to only certain regions
Stronger disaster : —— ' In tor
preparedness / BCP is needed ) Al b | vestors
Parts/raw ~ . £ There is no great increase in
materials demand for low-carbonization
supply Energy supply measures from investors
Suppliers Suppliers
Increased physical risk (energy)

(parts/raw materlals
There is continued

due to extreme weather

dependence on fossil

!5!!!Ei! fuels

Carbon regulations 4
“
Aretic shipping routes are | Renewable energy Fossil fuel energy generation

are not implemented,
and there is no shift

toward recycled developed, lowering i
materials Supplier factories eV generation
logistics costs to Europe
and the U.S.
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[Visual representation of future society in the 2°C scenario]
The 2°C world: Low-carbonization initiatives advance, and there is increased demand for FA

equipment / industrial inverters / devices used in generating renewable energy

Market o There is increasing need for There is increased demand for Renewable energy becomes more
.--’é"'- energy efficiency, and demand for industrial inverters due to widespread, and demand for equipment
g %, * . industrial robots and AC servos mounting energy efficiency needs / used in generating renewable ener
/ , i increases various government policies increases
Coanion.to ! gt I A slowdown in oil/gas related
smart factories - - businesses leads to a
e.g. FEMS/M2M S gE = ; decrease in sales mainly in
\“i? - North America for inverters in h -
- the same industr
o plant Industrial inverter market Renewable energy
o r oy ) ) ) generation facilities
hh Q ﬁ 1% (e.g. general machinery, air conditioner for buildings, elevators, cranes)
A : Product supply Carbon tax / subsidies
ESFR
S\r i’m"‘: bty -
PARPAAP YASKAWA g Advances in Government
prOducuon sites 1\\ v\\- electrification / use Tightening of regulations /
Industrial robots/AC servos - of renewable energy rTnetwabIe enert I "':nl:':e:‘::rs:n?;z: Implementation of support Initiatives
in plants ‘
(While not to the extent seen in the + Increased activity of the emission credit
Subsidies
4°C scenario) trading system
Increased physical risk due to - + Support for introducing renewable energy, etc.
extreme weather CEV Investors
Parts/raw ’ " w c:;z:?d::)s( ! Low carbon / environmentally-
materials Energy friendly business becomes a
supply supply requirement for investment
Suppliers As EVs become popular, costs soar for | Suppliers
arts/raw materials) copper wire / neodymium magnets.
(p which are raw materials used in motors, (energy) Renewable energy
There is an oy : : e becomes more
increased shift from <« --- ){xl1 e widespread, and energy
depleted resources DO, prices increase
to recycled materials - s ’ : = o :
’ ; Fossil fuel ener
and procurement Renewable energy generation generation R
costs increase Supplier factories Copper/rare earth
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[Scenario group definition] Lsee 2 J3Y 4 15 ) [l ge]2c] YASKAWA
Low-carbonization trends weaken, and physical risks increase

The 4°C (2.7°C+) worldview in the 2030s (examples) == =" """ "

l:l : Actions for seizing opportunities

. . . \ (
( Industrial equipment industry Government
: Sellers Buyers » Carbon taxes are introduced in
H certain regions, but there is no
: (parts/raw materials) New entrants (customers) ertain regions, bul there Is no
I » Carbon regulations are not » There is no partlcular |mpact from > There is |nc_reased capital I emission credit trading, etc
introduced, and there is no . investment in FA due to . ianifi )
[ change in ;'OC rement costs climate change relocation of production sites | » There is no significant growth in
9¢ in procu prompted by natural disasters, rising demand for renewable energy
| for raw materials ! ! sea levels, etc. I due to renewable energy policies
| |» We hypothesize that there will N » Increased demand for private 1 remaining at the current level
| be no shift toward recycled Industry energy g:nefaﬁodn and Znﬁfgy 1 » The world continues to depend
materials storage boosts demand for on gray energy/fuel due to
N it generators and power converters e p i
I > Physical risks become > Initiatives toward renewable energy / energy e v | difficulty in achieving targets for
| tanaible for certain plants / efficiency are implemented as usual > The need to secure a stable food | CO, emissions reduction
iangible X plants (no significant change) supply boosts demand for plant N o X
| resource suppliers 9 9 factories I » Initiatives for promoting EVs, etc.,
[ > There is an increased risk of production line 4- > Increased infectious diseases d? "(Lt_ald"al;“?e' and (tjhe "(;‘/mblzr
Review procurement downtime and logistics disruptions due to lead to advances in automation < go:: r:(;teichel;gepro ucediso
I strategies catastrophic weather events accompanying the reduction of
| (consider diversifying | manpower in many diverse areas > Subsidies (for breakwaters,
ncreased expenses for BCP countermeasures ( le: d demand for robots used t
I procurement sources) producs ready-made meals (unchbores, ste)) | etc.) are created as sea levels
» New arctic shipping routes open, lowering > D : P ] rise and water stress increases
1 logisti ts to Europe and the U.S » Demand is cre_ated or power suits | |
ogistics cos urop! O used during disaster recovery I
| Implement initiatives toward renewable 3 ; L 0
Sellers energy/ energy efficiency as usual, and g Eema"g Ifs Createdt - FAd th;t o I Promptly obtain information on
I (ener ) ) > 2 € used for remote production government policies, and secure
gy evaluate portfolios, etc., for sites with high due to extreme weather (we I subsidies
1 > Th . ignifi physical risks hypothesized that there would be
I » There is no significant — conditions that made work | o J
rogress toward the o — attendance difficult) I
| introduction of renewable . ~ p
I energy, and electricity prices (Substitutes) | Investors
remain h rrent level . . . . . ake actions to address the
emain at the current leve Tak i dd h
1 » There is no particular impact from climate increasing demand for products > N/A
Optimize investment related Change related to disaster preparedness
1 to renewable energy as the need for this increases
| I \ J
e e e e e e e e e e e e e e e e e e e e e —
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[Scenario group definition] (oo J 2 U3Y 4 )5 ] [scenario] < Jf2E] YASKAWA
As the world moves toward energy efficiency / low-carbonization, there is increased demand
for FA equipment / industrial inverters / renewable energy generation fac‘%s

: Actions for responding to risks

The 2°C worldview in the 2030s (examples)

l:l : Actions for seizing opportunities
\

( Industrial equipment industry Government
> Carbon taxes are introduce
! Sellers Buyers > Carb introduced
: (parts/raw materials) NeW entrants (customers) stimulating the low-carbon market
N . > Policies toward spreading
il” Increased procurement costs > Increased activity for entry into new business ~ Increased demand for FA | \l energy efficiency / renewable
due to carbon regulations from energy-saving and low-carbon equipmentand Industrial mrtmen(: antd |_ndustr|a(: I energy and encouraging low-
I} Increased shift to recycled products/business models - Gueloincrease carbonization are implemented
n energy efficiency needs 1 ; im of ieving CO
| materials Strengthen partnerships[ with the aim of achieving CO,
N . f » Increased demand for 1 emissions reduction targets.
> With the spread of EVs, there (alliances, M&A) equipment used in generating Subsidies are also enhanced
| is increased demand for rare renewable ener: |
earths and copper that are raw B I » Fossil fuel subsidies end
| materials used in motors, Industry » Increased demand for motor > Policies aimed at popularizin
1 affecting produ(_:tlon when prices ‘ ) o drive systems for EVs and | EVs and FCVs are moved
for these materials soar and they » Advances in electrification / use of renewable FCVs | forward
1 become difficult to obtain energy in plants 4- > Customers’ needs for low
N N - » A charging network is established
| Review procurement strategies » Increased procurement costs due to increased carbon / recycled materials . to prorgotg popularization of EVs
1 (consider diversifying prices of raw materials / intensified competition increase, and they demand the
procurement sources and for resources use of these materials in > Certain subsidies (for
| strengthening partnerships with - facturi breakwat t ted
I suppliers of recycled materials) » Increased R&D activity toward conversion to manutacturing processes 1 a;esae;\@v:: riesec.a:c'l_z/c;::? €
smart factories, such as FEMS/M2M » A slowdown in oil/gas related stress increases
| = areas leads to a decrease in |
I Sellers L. Promoting R_&D sales mainly in North America | | . .
Low-carbonization || toward conversion to for inverter products in the I Promptly obtain information on
| (energy) of plants smart factories (e.g. same industry government policies, and
I . o hold FEMS/M2M) 1 secure subsidies
» Renewable energy holds an
| increased share in the energy e I \ -
I mix, and electricity prices = — Low-carbonization of 1 - N
| increase (Substitutes) manufacturing processes | Investors
- - N ; : ; ; Develop/sell products that
| Continue/increase s T:ere is no particular impact from climate meet the preferences of » Low carbon / environmentally-
[ investment related to change customers with strong needs friendly business becomes a
l renewable energy for energy efficiency | L requirement for investment

e e e e e e e e e e e e e e e e e e e e ——
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[Visual representation for assessing impactltfﬁ—puumguALgsHI” 5 | e=eofEe)ZE] YASKAWA

We evaluated the impact of each key driving force on the profit/loss
statement (P/L)

Revenue from
FA equipment

h D | B
Resource procurement

expenses

AC servo market size Prices of copper wire/

/1_ neodymium magnets

\r [ Electricity prices
g

Industrial robot market size J
_J
N

k[
a Revenue from

industrial inverters

N
[Industrial inverter market size} _V’ Sales
J
)

ﬁ Carbon tax

L

Carbon Scope 1&2

pricing emissions

evenue from equipment for

: 2/
renewable energy generation
Market size for . . )
generators/converters for offshore P hyS | Cal ris kS
wind power generation J\
>
Market size for power -V [ Flood risk ]
conditioners for distributed solar ‘)
g power generation
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[steo | 2 | 3[4 |[5] [scenario][ac][2C] YASKAWA

[Results of the climate change scenario analysis]

* When we based our hypotheses in the year 2030, we determined that the impact from
climate change on YASKAWA's business (operating profits) was not particularly

Impact of significant in either the 2°C scenario or the 4°C scenario.
climate change » The following identified risks and opportunities will need to be evaluated depending
, on the situation in the future.
il YAstAWA = » Opportunities: FA equipment, renewable energy-related equipment, expansion of
business business corresponding to extreme weather conditions

» Risks: Carbon tax hike, increase in procurement costs for copper/neodymium
magnets, severe weather

[Future TCFD initiatives (suggested)]

*Conduct an initial disclosure by preparing information on deficiencies and setting

TCFD disclosure long-term CO, reduction targets based on the results of this analysis.

+ After disclosing the results of this analysis, confirm the results of feedback from
various stakeholders, including investors, and work to review (improve) the
disclosure contents.

Post-disclosure
initiatives
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Other Sector

v Practice Case(®® : SCSK Corporation
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(Information Technology)

Company Profile SCSK

Company name
Head Office

Established
Net sales
Employees
Stock listing
Business lines

Group Companies

SCSK Corporation

Toyosu Front, 3-2-20, Toyosu, Koto-ku,
Tokyo 135-8110, Japan

October 25, 1969

396.8 billion yen (FY2020 Consolidated) ===

14,550 (FY2020 Consolidated) ’RL‘&E&% .
First section of the Tokyo Stock Exchange 200l 39
Consulting, System development, )
Verification Services, IT Infrastructure ,||Im0 ;ﬁ;oi
development, IT Management, IT Software = o

L AR 2 B2 SR AR ;;:rsoo
and Hardware Sales, BPO

Domestic: scsk kyusHu CORPORATION, SCSK HOKKAIDO CORPORATION, SCSK Minori Solutions Corporation,

SCSK ServiceWare Corporation, VeriServe Corporation, SCSK PRESCENDO CORPORATION, Allied Engineering
Corporation, SCSK Nearshore Systems Corporation, VA Linux Systems Japan KK, SCSK SYSTEM
MANAGEMENT CORPORATION, SDC Corporation, Skeed Co, Ltd., TOKYO GREEN SYSTEMS CORPORATION,
Gran Manibus Co., Ltd.

Overseas: scsk USA Inc., SCSK Europe Ltd. (London) , SCSK Shanghai Limited, SCSK Asia Pacific Pte. Ltd.
(Singapore), PT SCSK Global Indonesia, SCSK Myanmar Ltd. Copyright © SCSK Corporation 165
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SCSK data center locations

B Domestic Operation Bases(As of January 2022)
Urban 5 Data Centers(Kanto 4 Kansai 1)
Suburban 4 Data Centers(Kanto 2 Kansai 2)

m Suburban data center “netX DC Chiba Center 3 (SI3)” to be

completed in Inzai City, Chiba Prefecture in spring 2022

(third location in Inzai City)
XWith the completion of netX DC Chiba Center 3 (SI3), SCSK’s total data center floor space will be
approximately 95,000, making it one of the largest data centers in Japan.

7 locations 10 Centers nationwide Total floor space: approximately 95,000m

Tokyo Center 1 (ST1)
¥ Tokyo Center 2 (ST2)
Tokyo Center 3 (ST3)
Osaka Center 1 (SO1) Tokyo Center 4 (ST4)
Sanda Center (SH1)  Chiba Center (SI1)
Chiba Center 2 (SI2)

Sanda Center 2 (SH2) Chiba Center 3 (SI3)

Copyright © SCSK Corporation 166
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Scenario analysis: Target business SCSK

B We made the “data center business”, which is part of the IT management business, the
target of the scenario analysis

B The data center business accounts for approximately 80%: of SCSK group’s GHG
emissions, and is considered to be significantly affected by climate change (e.g., by
carbon taxes and environmental regulations)

*1 Percentage of emissions from the data center business of the total GHG emission amounts targeted in Scope 1 + 2

Business portfolio

IT Platform

Business

e Products handled

Direction for consideration

396.9 B JPY™
(March 2021 period)

33.2%

IT Solutions 13.3%

. . Industrial IT
Financial IT
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IT
. Manage
ment

Provides services such as
DC facility services and
around-the-clock/year-round
operation services

Increasing green DC sales
Increasing resilient DC sales

Copyright © SCSK Corporation 167




Steps to implement scenario analysis

SCSK

1
|

Integrate scenario analysis into strategic planning and/or enterprise risk management

Ensu re g overnance |S | N p lace processes. Assign oversight to relevant board committees/subcommittees. Identify which

internal (and external) stakeholders to involve and how.

m = e m e mmmm—m———m——m——-———-——=-===-== Coverage of our trial

risks

Climate change Organize
and evaluate risks and
opportunities

<Main implementation items>

Evaluation from the
perspective of

+ Market and
Technology

range of scenarios

Define multiple social
scenarios (transition risk,
physical risk)

<Main implementation items>

Evaluation from the
perspective of

+ Scenario Selection
+ Obtain parameter

Evaluate the impact of key
impact items on selected
business

<Main implementation items>

Evaluate the
impact of

* Input costs
+ Operating costs

2 A 3 4 5
ssess .
materiality of arlmgleg;c:‘fi)r: e Evaluate Definition of
climate-related business impacts countermeasures

Direction of future
measures (draft) is
discussed

<Main implementation items>

Evaluation from the
perspective of

+ Changes to
business model

Shifts
+ Policy and Legal

Creation of new
services

information . Revenues .

+ Organize the
+ Reputation world view of each + Investments in
scenario capabilities and

+ Physical Risks technologies

6 ; i
| Documentation and disclosure

Copyright © SCSK Corporation 168
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SCSK

Risk significance level evaluation (1)

For each evaluation item, we identified risks and opportunities from the perspective of
their impact on DC1)-related business and listed in blue the risks/opportunities that
impact SCSK’s DC-related business

Evaluation Item

» DC operation costs increase due to introduction of a carbon tax

i > There is increased demand for cloud services due to increased
Carbon Price >

Carbon taxes vary by country, so this could lead to cost demand for IT services which contribute to reducing GHG emissions

fluctuations if the business is being operated globally

Carbon emission ) >
. » Costs increase for measures such as renewable energy/energy-
targets/policies of each

efficient facilities and purchasing green electricity
country

Measures against climate change are called for, and there is
increased demand for DCs that use renewable energy or are energy-
efficient

» SCSK can build a competitive advantage by acting preemptively to
introduce standards and rules for decarbonization leveraging new
technologies

» Costs increase for responses in SCSK'’s facilities to address

Energy-saving measures tightening energy efficiency regulations

The price of semiconductors rises due to increased demand from  |>
the spread of EVs, etc.

Demand for processing/storing large amounts of data increases due
to increased communication volume from the spread of SmartX(-2)

Y2

Changes in important

products » If the unit cost of electricity is raised to curb electricity demand, » Demand emerges for peripheral services for utilizing big data stored
electricity costs will increase in DCs
Introduction of next- » Costs increase due to the introduction of new decarbonization » There is potential for obtaining and retaining customers by acting

technologies ahead of other companies to address ICT energy efficiency standards

generation technology

*1 DC is the abbreviation for “data center” Copyright © SCSK Corporation 169
*2 "SmartX” is the collective term for next generation technologies, such as smart cities, smart cars, smart homes, and smart machines, which

3-170 integrate the loT and Al.



Risk significance level evaluation (2)

Changes in customer
awareness

SCSK

v

Sales decline as customers become more environmentally aware
and avoid using DCs with poor environmental performance

Demand for decarbonized DCs increases in response to increased
awareness of decarbonization and environmental friendliness

Business opportunities are created for new services that take
customer needs for decarbonization and environmental friendliness
into account

Changesin investor’s
reputation*awareness

» ESG investment ratings may drop and stock prices may fall if
SCSK'’s information disclosure measures are inadequate

» Corporate value improves by utilizing/issuing green bonds

» Reputation with investors improves through business that

contributes to the environment

Increase in average
temperature

» Air conditioning costs and electricity consumption for air
conditioning increase

Demand increases for ICT services that contribute to more efficient
energy consumption

Changes in rainfall and
weather patterns

» Costs increase for addressing changes in building performance
requirements

Extreme weather increases demand for DCs that are safe from
disasters

Increased demand for DCs due to usage of big data analysis, etc.,
for climate analysis

Rising water level

» There is new costs for flood control measures and relocation costs
incurred by DCs located close to rivers

Increasing severity of

» DC operation/recovery costs increase because of natural disasters g
» Demand increases for shift to DC use from on-premise data

Demand increases for highly DCs with high resilience

extreme weather > Risk of DC facility shutdowns increases due to power supply ) )
diti disruptions caused by natural disasters, etc management from the perspective of damage prevention and
conditions , . . i
business continuity
Copyright © SCSK Corporation 170
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Scenario group definition(Selected scenarios) B

SCSK

STEP

Define society in 2030 and 2050 using 1.5°C and 4°C scenarios

[Projected average global surface temperature change]
(Compared with the average from 1986~2005)

6 I

Definition of 2.7~4°C
scenarios

4°C scenario :
3.2~5.4°C higher than pre-industrial

Revolution levels if no additional measures
against global warming are taken

Over 2°C(2.7°C~4°C) scenario :
2.7~4.0°C higher than pre-industrial
Revolution levels if no additional measures
against global warming are taken

I
11.5°C scenario :
{We are highly likely to achieve an increase

:industrial Revolution levels if a radical
:transition to a new system is made

3-172

2030 2050

1
1
:
1
'of less than 1.5°C compared to pre- !
1
:
1

Copyright © SCSK Corporation 171



Definition of scenario groups SCSK

4°C world: Business opportunities for resilient DCs increase due to increasingly severe natural disasters (“(1)” in the diagram below);
meanwhile, physical risks from extreme weather and costs for addressing them increase due to SCSK’s possession of DCs (“(2)")

« Promotion of disaster prevention / BCP measures
« ESG investment proceeds as usual II| « Expansion of compensation programs for damage from
+ No special actions taken toward companies with inadequate environmental rising sea levels

measures Japanese » Carbon tax and promotion of renewable energy are not

government| __Promoted

Major IT companies < -

* Measures against extreme weather may increase
demand toward companies that operate DCs globall

2

I
I
1
1
1
1
1
1
\

Investors

@ Markets Measures against extreme weather

SCSK

+ Operations are suspended due to extreme
weather, sales decrease, and costs for
recoverylinsurance premiums increase

Substitute products /
new enti

Customers make purchasing
decisions based on resilience and
BCP measures

+ Relocation costs may be incurred due to

physical risks for DCs in coastal areas Customers make Customers
purchasing decisions ... + BCP measures .bei|'19 in place l.their quality
. Air conditioning costs increase based on resilience and .-‘ become a top criteria for selecting DC services
due to rising temperatures BCP measures + Resilience of DC facilities is called for
\ Z
Electricity prices shift in line with Increasingly extreme %

current trends ﬂ ﬂ weather
o
g -

« Use of renewable energy does not advance, and prices shift in line with current
trends

Data sharing

Iﬂn

« Demand increases for resilient DCs due to increasingly extreme weather

Copyright © SCSK Corporation 172
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o ] 1.5°C World
Definition of scenario groups SCSK

1.5°C world: There is transformative promotion of climate change policies and other measures based on global consensus (“(1)" in the
diagram below); meanwhile, environmental performance becomes a top criteria for customers in selecting services, as well (“(2)")

» Investment in decarbonized DC busin II| » Introduction of a carbon tax with a high tax rate
accelerates, while investment in traditional DC » Regulations on the use of fossil fuels

Investors businesses slows down apanese |+ Promotion of smart city expansion policies

Markets Measures toward a decarbonized society

@csy: ) Major IT N\

« Development accelerates for companies New
decarbonized DCs leveraging p decarbonization

renewable energy resources, etc. technologies, etc.

Substitute products
/ new entry

+ Expanded provision of DCs with high energy
efficiency rates that leverage the cloud and
decarbonization technologies /

Customers make purchasing decisions based on A
CO2 emissions and energy efficiency rates

Customers make purchasing

*  Air conditioning equipment decisions based on CO2 Customers * DC demand increases due to increased data traffic

development progresses,

and cooling functions emissions and energy . . « Carbon emissions and environmental friendliness
N N efficiency rates become guidelines for DC selection criteria
K improve radically / . ‘

Rising electricity prices Rising carbon prices Increased data traffic

! Nl g 9000
- - *=%a R Ss

wal g

« Demand for technologies related to conserving energy

« Renewable energy utilization rate remains at a +  The cost for SCSK’s carbon emissions rises ! 88 nerg
relatively high level, and electricity prices rise along with rising carbon taxes increases and smart cities, etc., spread, resulting in

increased data traffic
Copyright © SCSK Corporation 173
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Business impact evaluation
(Impact items and relevant scenario)

nm

1.5°C scenario sustainable business model

4°C scenario Resilient business model

B Companies are required to develop sustainable
business models that take the environment into
consideration

Bl Companies are required to have resilient
business models due to increasingly extreme
weather

Worldview /

H Environmental performance, such as low CO2
emissions and energy efficiency, become criteria
for selecting data centers

Customer trends

H Disaster resilience, BCP measures, etc.,
become criteria for selecting data centers

Impact overview Impact overview

Demand increases for resilient DCs and BCP

) : Impact is slight
measures due to increasingly extreme weather P g

Resilient DCs
Decarbonized DCs/related Consumer environmental awareness
services (decarbonization / energy conservation trends) and
demand for new services rises

Data traffic and data processing volume increase due
to the government’s “smart city development
initiatives”, etc., aimed at improving energy supply
and infrastructure efficiency

Impact is slight

Communication volume /
data processing volume

There are no government-promoted initiatives, etc.;
the transition continues in line with current trends

Electricity prices rise due to promotion of renewable
energy use

Prices shift in line with current trends (use of

Electricity prices
renewable energy does not advance) yP

Air conditioning load increases due to rising
temperatures, resulting in increased energy
consumption

Energy consumption Impact is slight

The cost for addressing physical risks increases due
to an increase in natural disasters

Impact is slight

Costs for addressing

physical risks

Carbon cost

Impact is slight

Carbon cost for carbon emissions rises due to higher
carbon taxes
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Business impact evaluation
(Impact level evaluation for each scenario)

[ step | [ o | !;I:zfi’(f

G We foresee increased air condition costs due to rising average temperatures, costs incurred to
ary address natural disasters, and increased demand for resilient DCs due to increasingly severe natural
disasters

Level of impact on revenue (1)

As of 2030 As of 2050

4°C
scenario

Impact item

Increased demand for resilient DCs2) ++ T

Resilient impact Sale

business evaluat s Increased DC demand due to larger data traffic and data + +
model ion processing volume
Fluctuations in electricity prices(s) - ++
E;(g: Rising electricity consumption (air conditioning costs) - -

Rising costs for addressing physical risks - -

In regard to the increased costs from higher carbon taxes: we can reduce carbon tax costs by taking

Summ
ary initiatives to reduce GHG emissions. We also foresee increased demand for decarbonized DCs
1.5°C . Level of impact on revenue 1)
: : Impact item
scenario As of 2030 As of 2050
o Increased demand for decarbonized DCs and new services that take . A
Sustainable impact Sale | changes in the social environment into accountz
business evaluat
model ion S Increased demand for DCs due to larger data traffic / data processing n +
volume
Expe Fluctuation in electricity prices — - —
nses Higher carbon taxess ( —_— ) ( —_——— )

*1 The impact of the major business impact items in each scenario on earnings is indicated by "+/-". Evaluated on a relative basis by three levels

*2 New construction and operation costs for resilient DCs are not included in the estimate this time. The cost impact could be significant depending on the assumed scenario
*3 Based on reports from the IEA, etc., electricity prices in the 4°C scenario are assumed to increase in 2030, but decrease in 2050

*4 We assume that we can mitigate the impact of increased costs due to higher carbon taxes by reducing GHG emissions

3-176

Copyright © SCSK Corporation 175



Definition of countermeasures m SCSK

We can increase the resilience of business activities by identifying risks and opportunities in each scenario, and continuously
considering initiatives to avoid/mitigate risks and initiatives to increase the probability of realizing opportunities

m Direction of initiatives Perspective of countermeasures Example countermeasures

B Building of new DCs designed to withstand
severe disasters

scenario New service creation B Selection of DC sites taking into account the
Resilient business impact of natural disasters

model B Mutual backup between DCs

B Procurement of electricity generated at low cost
using midnight power services and new
Conversion to efficient technologies

Common to energy use

both
scenarios

B Control of air conditioning using the 10T or Al
etc., or new technologies

. . B Urban development that utilizes DC waste heat /
New service creation .
deployment to other business areas

B Virtual PPAs from purchasing renewable energy
certification

0 Conversion to renewable B Direct purchase of electricity from renewable energy

1 5 C energy sources (PPAs)

B Establishment/acquisition of renewable energy power
plants

scenario

Sustainable
business model B Create new services that take changes in legal

New service creation . ) )
systems and the social environment into account
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Other Sector

v Practice Case(@ : ASKUL Corporation(Retailing)
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[Step 2: Risk significance assessment]
We evaluate risk/opportunities ranging from storage/transport (copier paper is sourced from raw
materials) to product usage

Business risks/opportunities related to transition risks

[seo 2] 3 [ 2 | 5 | [scererio [&€][Z°€]

N - - - . » Operating costs and fuel costs will decrease due to investments made toward
Carbon pricing E:;::;i z ;I‘h_e :ppfllcal_ttlpn/ogrcarbor:jprlctlngfv¥|ll llncregs_e Zosl_ts S.UCh as operating costs for in?:rease% environmental performance. The company may also be eligible for High
ures ogistics facilities/offices and costs of fuel used in deliveries public support or tax relief
» Tighter greenhouse gas reduction obligations will increase costs for improving
Various the environmental performance of logistics facilities, delivery vehicles, and so on
carl‘;g:net;?sssion E:;::;i s f,\e?jlflg;jw'" need to purchase emissions credits if carbon emissions cannot be » If significant reductions in carbon emissions are achieved, the company may Med.
t t ures be able to sell emission credits if a system such as emissions trading is introduced .
argets/govern > The cost for procuring timber will increase due to government policies/logging
ment policies taxes related to forests being used as solutions for absorbing carbon, resulting in
increased acquisition cost for copier paper (ASKUL's key products) and other items
Shifts in energy Ejgzggi » Rising fossil fuel and electricity prices will increase costs such as operating costs _ High
prices ures for logistics facilities and costs of fuel used in deliveries g
N by : » There will be increased demand for environmentally friendly products such as
> Progress !:ow_ard a pap_erle_ss soqe_ty is made due to the influence of . ethical consumption goods/services, including low-carbon/decarbonized products
Increases/ Revenue decarbonization, resulting in declining sales from reduced demand for copier paper, and packagin:
decreases for | Expendit stationery, and other related office supplies p ! 9 g ) v High
main products ures | . N . » There will be increasing momentum towards a circular economy across all of
P ” ll:::el‘t'il- Ilsa:zi::::i:guﬁﬁwe T]aizecl::alzeijogg:tesd dfur:rtg It-ﬁgeuvsvea?Jlfea{t?:";:tris:sn?aqgrglz society, which could lead to increased business opportunities through various
P ! 9 collection services
s dof | > Lower fuel costs and other delivery-related costs due to improved fuel efficiency
prs:rboon ow Ejgzggi > Costs increase due to the introduction of environmentally friendly vehicles and of environmentally friendly vehicles High
technologies ures high-efficiency low carbon technologies/equipment » Lower energy costs through introducing more efficient logistics and energy-
saving equipment
v es:fa':?:: \;vnith Revenwe | > There is an increased risk to ASKUL's reputation if it fails to respond > There will be more opportunities to improve the company's reputation if it responds | .
customers ures appropriately to the growing public awareness of climate change appropriately to growing public awareness of climate change
N ) . ) »> It will be easier to procure funds from ESG investors, etc., and financing costs will
Changes in > If investors perceive ASKUL as being reluctant to take decrease if the company gains a reputation with investors of being proactive
reputation with | Capital environmental action, it will be more difficult to procure funds, and in its environmental measures as a result of shifting its business to low
investors financing costs will increase carbon/environmentally friendly practices and communicating this shift
effectively
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[Step 2: Risk significance assessment]
We evaluate risk/opportunities ranging from storage/transport (copier paper is sourced from
raw materials) to product usage

Business risks /opportunities related to physical risks

AAS

KUL

[step 2] 3 [ 4 [ 5| [scenario[a"c][2°€]

Increased costs for energy needed for air conditioning/refrigeration in

Increased Eieveindlﬁ logistics facilities and delivery vehicles
average pres > The cost for procuring timber will increase due to forest fires and tree — High
temperatures Capital diseases and pests, resulting in increased acquisition cost for ASKUL's copier
P paper (key products) and other items which use timber as a raw material
) > There will be more delivery delays and accidents due to increased
Changes in Revenue rainfall/strong winds, resulting in increased costs from paying delivery » By increasing the resilience of its business by diversifying its portfolio in
precipitation/ Expenditu fees/personnel costs/compensation/insurance respect to supplier countries/tree species and strengthening its supply High
weather pres > The cost for procuring timber will increase due to changes in flora and chains, the company will be able to avoid a decline in sales for timber-based 19
patterns timber sourcing areas, resulting in increased acquisition cost for ASKUL's copier products such as copier paper
paper (key products) and other items
Elevated sea Eieveirlllﬁl > Relocation costs will arise from the need to reconsider the location of sites > Supply chains can be maintained by addressing the impact of increasing sea
| I pres over the medium- to long-term due to increased risk of flooding from Ievzll’syon deliveries and logistics centeyrs 9 P 9
evels Capital storm surges/tidal waves 9
> There will be more delivery delays and accidents due to increased
If—eaelg/fsgé ?r::;gc;gtr;?csén:feurﬁga;: /:':é[ﬁzaii costs from paying delivery > By increasing the resilience of its business through diversifying its portfolio
Extreme E%(eveirgﬁ » There will be a decrease in asset values for logistics centers/offices at high LZ;?:ge:rfetgof:paﬁ:Ie\l;vﬁlol‘)j:tarllyleesgr:\?oisdp:cé:gl i?\re‘(?ns;:er:;gft;etri‘r:‘l?e:Ezassuezplv
weather pres risk of flooding, and insurance premiums for these will increase product’s such aspcog/ier paper High
conditions Capital |~ The cost for procuring timber will increase due to plants ceasing > Supply chains can be maintained by addressing the impact of extreme

operations and a decrease in forest resources, resulting in increased
acquisition cost for ASKUL’s main products (copier paper and similar products)

> Capital investments made for resilience due to extreme weather conditions

weather conditions on deliveries and logistics centers
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[Step 3: Scenario group definition]

| Step ” 2 |I 3 Il 4 || 5 | |Scenario|l4°C||2°C|

We investigate society in 2030 using two scenarios for climate change

with a high degree of uncertainty

[Projected average global surface temperature change]
(compared with the average from 1986-2005)

Definition of
4°C (2.7°C+) scenarios

4°C scenario:

6 I ] L ! | ! ) I 1

| ||3.2-5.4°C higher than pre-Industrial
. ||Revolution levels if no additional measures
. ||against global warming are taken

Over 2°C (2.7°C-4°C ) scenario:
2.7-4.0°C higher than pre-Industrial
Revolution levels if no additional measures
against global warming are taken

- |[2°C scenario:
- |0.9-2.3°C higher than pre-Industrial
Revolution levels if strict measures are taken

I
2000 2030 2050

<Timeframe for this analysis>

As stated in the following pages,
the physical risks from climate
change itself are limited due to
this being only 10 years in the
future

(Source) AR5 SYR: Table SPM.6
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[Step 3: Scenario group definition]

The TCFD recommendations for scenario
analysis suggest that multiple
temperature range scenarios be selected,
including those below 2°C

[ster J[ 2 I3[ 4 [ 5] [scererc[aZc]2"¢]

Definition of each worldview based on scientific evidence from IEA, etc.

*Exchange rate: 1 USD = 106 JPY (based on the late September 2020 rate)

2030
Key items Assumed parameters Currently N N Source
4°C 2°C
Carbon pricing Carbon tax (Not implemented) — 100 USD/tC0O2 » IEA WEO2020
QOil price 63 USD/barrel 76 USD/barrel 52 USD/barrel « IEA WEO2020
Shifts in energy
prices
Electricity price 216 USD/MWh 209 USD/MWh 231 USD/MWh « IEA WEO2018
Recycled plastic usage _ _ 149% » We hypothesize that this will reach a level
Increase/ rate ° similar to European plastic strategies
decrease in staple
commodities Sales for certified - - - ’ " -
sustainable products 125.4 billion USD 183.4 billion USD 198.1 billion USD Nielsen: “Product Insider’
Spread of low ’ .
carbon technologies EV penetration rate 0.3% 5% 39% Global Calculator
Increased average _ o o * World Bank: “Climate Change Knowledge
temperatures Increased temperatures Increase of 1.1 °C Increase of 1.0 "C Portal”
Flood frequency _ 4 2 * “A proposal for flood planning based on
(Japan) X X climate change”
Extreme weather
conditions Flood d t WRI: “The Aqueduct Global Flood
ood damage costs - - - . : e Aqueduct Global Floo
| (Indonesia) 404.6 million USD/year 875.3 million USD/year 404.6 million USD/year analyzer”
G
mate!ials
Various countries’ e Stricter than in the 4°C
carbon emission scenario. * “First Nationally Determined Contribution
targets 450ha/year 325ha/year - e "
targets/government (Indonesia) Peatland restrictions on artificial| REPUBLIC of INDONESIA
policies forests introduced
Key
materials
Extreme weather Flood damage costs . . - * WRI: “The Aqueduct Global Flood
conditions (Indonesia) 404.6 million USD/year 875.3 million USD/year 404.6 million USD/year analyzer”
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ASKUL
oo | 2 3 4 [ 5] [scerre [arc] 2]

[Step 3: Scenario group definition (visual representation of a future society)]
The 4°C (2.7°C+) world: Government policies do not move forward, and physical risk

increases i
!
, Promotion of measures for disaster II| No major changes can be seen in regulations or X
1 prevention/mitigation in preparation for government policies, but reviews of disaster 1
! extreme weather conditions such as prevention/mitigation plans move forward due to :
: floods increased physical risk |
1
: Indonesian government Japanese government !

Storage/transport Product use/collection

Facilities /delivery vehicles
(extreme weather)
-f-;'\\:_-r—

Energy

Product sales/use

. . Increased damage to supplier
GasPIme_ prices soar as energy- plants/ASKUL facilities/deliveries due
saving initiatives fail to spread to flooding, etc.

Copier paper (Indonesia) Facilities /delivery vehicles
‘ (mcre'i]sed energy costs)
(The risk for forest fires

remains the same as it is < . - (While not as much as in the 2°C
currently) scenario) Ethical consumption increases,

and demand for sustainable products
increases along with it

L
‘ Demand for heat-protection products

-@ “@ I increases due to factors such as an

The company continues to increased number of extremely hot days.

use mainly ICE vehicles in Increased awareness toward disaster

" P A - use mainty JLE VEenlcx prevention/mitigation increases demand

flooding, resulting in a halt in copier for logistics its deliveries, and delivery for products related to disaster

paper shipping PP . costs increase due to the " ==
facilities/deliveries soaring price of gasoline prevention/mitigation measures

Increased costs for
AC/refrigeration needed

Paper plant operations cease due to

3-183

SASKUL
e | 2 B 2 [ 5] [seenarc] a°c|[2e]

[Step 3: Scenario group definition (visual representation of a future society)]
The 2°C world: Low-carbon initiatives move forward, and there is increased demand for
sustainable and energy-efficient products

C: Support initiatives are | Regulations are tightened :

: - Requlations tighten and the lo + Sustainable product certification . Increased carbon taxes |

1 tax is raised in order to protect + Promotion of energy-saving . Activation of systems such as !

: national forests investments emissions credit trading :

1 + Support for introducing ZEVs/energy | | Recycled plastic regulations, etc !

\ Indonesian government Japanese government efficient equipment i
Procurement Storage/transport Product use/collection

Energy

Product sales/use

(While not as much as in the
1': A 4°C scenario) an increase
acilities/ in extremely hot days

Use of renewable energy expands, resulting | delivery result in increased energy

in increased energy costs vehicles demand 4
. Increased demand for Slight increase in demand
Plastic products sustainability-certified and for products related to heat
v kY energy-efficient products due  protection/disaster
Product prices increase due in part to support from the prevention/disaster
to regulations on recycled 5 government mitigation
plastic
Key There is a shift toward low
Copier paper (Indonesia) _carbon electricity due to Product
— increased carbon tax, etc. q
, | (The risk for forest fires remains the collection
same as it is currently) Accelerated implementation u
of low-carbon delivery
methods, such as the
introduction of ZEVs
—_—

Paper plant operations

Reduced supply due to cease due to flooding,

stricter forest protection resulting in a freeze in Increased momentum toward a circular
3-184 regulations copier paper stock economy




| step || 2 || 3 )4 5 | [scenarioffasc]f2c|

[Step 4: Business impact evaluation]
In the 4°C (2.7 °C+) scenario, it will be important to take measures against flood

damage and seize opportunities for increased product demand Increase/
Increase/decrease in expenses decrease
in revenue

100 million yen

7~ 7 F a4
" 4 7~ o~
5 3 + o N & D D 3 $° o
O " & € @ & &0 & POCE 2%, O
Q& & N N &° 3 & 2 o° & o & &
O 9 X 3 & R Q > . & < oG
QQ \eé' ’]3’ c ’&'c\}é‘ (b\ﬁ,e(q ’@'@ o" 3 0 ,o\)(\QQe(\ &' © b <&6 Q
& < ‘c& < NS & P & ef,oe"‘ ° A\ %o‘(\,oe\) o
' ' @ £ (C 29 C [N O A=Y
o NG RNESI O 4 & & & ST QO (LB
R A R < & N & QUGB QO (S
< ée?,@ Y o"e> 6& ¢ ¥
< Q\ \00
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| Step ” 2 || 3 |ITI| 5 | |Scenario||4°C|I2ﬂ

[Step 4: Business impact evaluation]
In the 2°C scenario, it will be important to seize opportunities for increased product demand in

addition to taking measures against carbon taxes/increases in raw material costs Increase/

Increase/decrease in expenses decrease
in revenue

100 million yen

| E—
"ﬁ“', —~ —~
—~ ~~
e
N o & o+ N\ R & N D N ot <
& $© & & @ &b @ & & ° &S N @S
& ° \ & N <@ & & & 42 o Coe? S EL
&° s © < & o C W Q0 N X9 & (O b'?'(o & @O
o I C QN PP <& 2 o SRy & PG
& < &° &S \,69‘0 oS oC & OQQ} N S0 « ((\eo oS
R ?}(\e 0"}6 X e")‘) r\O‘ (fe’ < @ge (\Qe (}0 2N 0‘{(‘—6 (\»@/ 4\(\"
o S (o < 8% & & RO R
Q(o 09“ 3 \00 066 B
< o
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[Step 5: Definition of countermeasures]
Although existing response policies such as those in the medium-term management plan
already include some countermeasures, we will continue developing countermeasures that are
even more robust while referring to initiatives taken by leading companies

Carbon
pricing

Product raw
material costs

Extreme
weather
conditions
(flooding)
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Perspectives for approaching risk countermeasures

v

v

Reduce CO2 emissions from logistics facilities,
vehicles, etc.

Reduce utility costs for cooling, etc. by introducing
automation to increase unmanned operations in
logistics facilities

Reduce fuel consumption throughout the entire
supply chain by achieving efficient transportation
and delivery of products

Investigate sustainable sources/procurement
methods for copier paper

Avoid the impact of increased costs from pushes
toward using recycled plastics

Establish redundancy against flooding risk

Establish measures to reduce the duration of
shutdowns in the event of a disaster

Establish countermeasures against increased
disaster risks for suppliers

[Step 5: Definition of countermeasures]
Although existing response policies such as those in the medium-term management plan already
include some countermeasures, we will work proactively to take advantage of business

opportunities with solutions for individual risks

m Perspectives for approaching risk countermeasures Re;g)lti)cr;se Measures for taking advantage of opportunities

Sustainable
products/
circular
economy

Increased
average
temperatures

Extreme
weather
conditions
(flooding)
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v

v

Formulate strategies for what kinds of products to

make into sustainable products, and in what ways

Achieve a circular economy utilizing ASKUL's
supply chain

v Respond to increased demand for products

corresponding with increasing temperatures and
increasing disaster awareness

ategor

Adapted

Adapted

Adapted

Establis
hed

Adapted

Adapted

Adapted

Retaine
d

Adapted

Establis
hed

Adapted

Response
policy

RE100
EV100

Medium-term
management plan

Medium-term
management plan

Medium-term
management plan

Medium-term
management plan

Risk
mana?ement
plan

Risk
mana?ement
plan

Risk
mana?ement
plan

Medium-term
management
plan

Medium-term
management
plan

Medium-term
management
plan

(oo [ 2 312 5] (s [FelEE]

Risk countermeasures

v

AN

| Step ” 2 || 3 ” 4 I 5| |Scenario||4°CI|2T|




[Disclosure process]
We expect to make a disclosure of ASKUL's scenario analysis using the following three

processes below :
1. Identify the substantial risks for each scenario
2. Clearly state that the efforts concerning countermeasures have been initiated in

conjunction with medium- to long-term strategies
3. Provide specific examples of how opportunities (particularly those for high-impact key

products) are proactively utilized to create value

3-189

[Disclosure process] AASKUL

We expect to make a disclosure of ASKUL's scenario analysis using the following three

processes:
1. Identify the substantial risks for each scenario
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[Disclosure process] Fay.$1.4')°

We expect to make a disclosure of ASKUL's scenario analysis using the following three
processes:

2. Clearly state that efforts concerning countermeasures have been initiated in
conjunction with medium- to long-term strategies
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[Disclosure process] Fay.$1.4')1

We expect to make a disclosure of ASKUL's scenario analysis using the following three
processes:

3. Provide specific examples of how opportunities (particularly those for high-impact key
products) are proactively utilized to create value

L TAOMIELTRRT S # TER e ) <o

1 box
Process for Process p— ERHTS .
BA—EDATINSG® "> > #Hid
FAZAO -k 2trees 2ADENETS . ‘
1/FZ TR TRBATS,
=T .9 5 BER
R BRE
Process \ ,f,:;g ﬁ process <MEBOHA>
" ) <@®m>
KB \ WT3 <HEONE> <H§Iﬁﬁmllx!‘> R
BUAL-ERICES = m)lgg)\ét{g« & [
Process S
SETITHTS MELL-ME0MSE- Wil
\ =+ 4 = = ¥ . . S . .
Bg*ﬁ@ﬁ%lb‘}%: -;l,ﬂ ﬁgmél}ﬁ(ujmb\jtb\ig [FY2020 demonstration project for establishing a recycling system for plastics and
other resources to support a decarbonized society]
(Establishing a new “resource recycling value chain” that extends from collecting
clear file folders to creating new products)
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