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EXBCUTve summar

Climate change risks have a particularly large impact on corporate value in the energy sector,
which faces the difficult task of reviewing its business portfolio and driving the strategic planning
of new investments and execution of the strategy amid pressure to meet current energy demand.

(1) Power, gas and oil industry

Amid the demand for decarbonization of core businesses, a delay in such efforts is recognized as the greatest concern in terms of
potential significant damage to corporate value. Companies in the power, gas and oil industry are working to reduce corporate
funding risk by deepening dialogue with investors and financial institutions, while steadily promoting environmental investments,
including the decarbonization of existing businesses and the incorporation and development of renewable energy businesses.

There are many areas in which technologies are still developing as a means of decarbonization, including hydrogen, ammonia,
methanation, and floating offshore wind power. There are multiple scenarios regarding which technologies will have the greatest
advantage in terms of cost and technological capabilities and will be capable of commercialization by 2050. Since these
investments are made from a long-term perspective, management will be required to make difficult decisions.

Companies are working to enhance operational efficiency through DX and other measures as competition intensifies, and a
change in business structures driven by deregulation will require large investment funding. They are also actively investing in
overseas markets in pursuit of growth opportunities outside of the Japanese market where low growth is expected. Changes in
existing operations and businesses are linked to new management issues of developing the skills of employees and redesigning
decision-making and business management processes required for future business.

While the market understands the need for companies in the power, gas and oil industry to continue investing in existing
businesses to meet current energy demand in parallel with decarbonatization efforts, there is a heightened risk as to whether
companies can secure a return on such investments.

© 2022 KPMG AZSA LLC, a limited liability audit corporation incorporated under the Japanese Certified Public Accountants Law and a member firm of the KPMG global organization of independent 3
member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.



EXBCUTve summar

(1) Power, gas and oil industry (Continued)

* The gas industry, which had been making an aggressive move into the electric power business including renewable energy and
retail, has recently been accelerating carbon neutral efforts in its core business. Meanwhile, operational efficiency and the
restructuring of business management processes in the oil industry seem to have progressed relatively well, as restructuring has
proceeded ahead of other industries. The oil industry is expected to increase its resources in new areas such as hydrogen,
ammonia, renewable energy, and petrochemicals, while accelerating decarbonization measures for its core business through CO,
capture and other methods.

In the electric power industry, in addition to addressing nuclear energy, large-scale investment from a long-term perspective is
required in the decarbonization of thermal power generation through hydrogen and ammonia, and in power transmission and
distribution in response to a mass introduction of renewable energy and facility upgrades. On the other hand, short-term
measures are required to address an increase in the number of consumers, mainly corporations, demanding CO,-free electricity,
both in terms of acquiring and securing customers.

(2) Chemical industry

« The chemical industry faces significant adaptation costs and investment risks for existing businesses given the strong demands
to address climate change. However, at the same time, there are great business opportunities to contribute to a society that is
moving toward sustainability by developing new materials, components, and functions that have a low environmental impact.

At the laboratory level, there are many companies with various technologies for reducing environmental impact. Chemical
companies that had not achieved a scale of utilizing these technologies at a business level and therefore had not yet moved into
mass production, are now proactively pursuing research and development with a view to seizing new business opportunities in
this field.

© 2022 KPMG AZSA LLC, a limited liability audit corporation incorporated under the Japanese Certified Public Accountants Law and a member firm of the KPMG global organization of independent il
member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.



Business Strategy

Climate change driving a major transformation in industries and businesses—

flexible response and early implementation of strategies essential

Sustainability is a top priority management issue (% 1) in the
energy sector, indicating a high level of awareness of climate
change (% 2) as a sustainability-related issue that will greatly
impact present or future corporate value. Both the power,
gas, and oil industry and the chemical industry had a
response rate exceeding 80%, well above the percentage for
all industries. As with the automotive industry, this is an
industry for which climate change will have a significant
impact on corporate value.

The results in the power, gas, and oil industry show that
CFOs view human capital management (% 3) as a
sustainability-related issue that will significantly impact
present or future corporate value. This indicates that
companies recognize the need to manage human capital and
ensure that their human resources are capable of meeting
future business requirements as they promote new
initiatives, such as decarbonization of existing businesses,
starting new businesses and expanding overseas.

On the other hand, many CFOs in the chemical industry
responded that they are in the phase of analyzing and
assessing impacts (%4), while positioning sustainability as a
top priority management issue. However, we observed a
varying degree of progress depending on company size, with
larger companies having moved on from the analysis and
assessment phase to the implementation phase.

Which statement best reflects the positioning of SX within your company’s
management issues?

- (k1)
Positioned as a top priority and a 32%

(0)
- E——— 50 70
prerequisite for the business strategy 46 %(*W)

While the magnitude of impacts is 27%

recognized, prioritizing traditional issues %

18%
Taking or planning to take initiative in the 27% (k4)

0
analysis and assessment of impacts —— 32%

Taking a wait and see approach as the 12%
()
impacts are unknown = 4% S

9
Other ﬂ 8% Al Il Power, gas and oil [l Chemical
0%

0% 10% 20% 30% 40% 50% 60%

What are the top three sustainability-related issues that you think will greatly impact
your corporate value at present or in the future?
(k2)

9 [0)
Climate change —C /0
89%

. . 53 %
Diversity | ——— G %

43%
1%

Human rights 0% 1%

(%3)
77%
Human capital management [ s—O) )
71% <
9
Intellectual capital management |00 % 3%0/0

. . 0y
Protecting and securing water resources M /;’4%

Biodiversity gl 119,

Tax transparency including issues 3%
regarding excessive tax optimization = 0%

None in particular 0%

L7089 All
Other = 1%
0% 20% 40% 60% 80% 100%

Hl Power, gas and oil [l Chemical

All: All Sectors



Investment Strategy

¢

technologies and strengthening R&D

Good judgment and corporate funding capabilities needed for decision-making for investing in uncertain new

The survey results on investment strategy indicate a trend
toward increasing future investments in environmental
measures (% 1) in the energy sector. The power, gas, and oil
industry is currently investing proactively in renewable energy,
while accelerating efforts to decarbonize existing businesses.
We are observing steady progress in the transformation of
business structures, where many companies are moving from
the consideration phase to the implementation phase.

Increased investment in DX (%2) was also a characteristic
observed in the power, gas, and oil industry. Our analysis is that
the trend to achieve improved operational efficiency in response
to system reforms and deregulation accelerated following the
outbreak of COVID-19. The development of new technologies,
the creation of digital platforms for effectively promoting these
technologies, and the strategic use of data are also themes in
new business, and we believe this result reflects these trends.

Meanwhile, there was a tendency to strengthen R&D (% 3) in
the chemical industry, revealing the focus companies are placing
on research and development of products and technologies
toward addressing climate change, reducing environmental
impact, and making effective use of resources.

As a method for corporate funding, many CFOs in the power,
gas, and oil industry indicated that they have issued or are
considering the issuing of ESG bonds (¥%4), while many in the
chemical industry responded that they would consider issuing
ESG bonds if there are financial benefits (¥%5). The former
industry is already in the process of issuing bonds, while the
latter is still assessing the financial benefits.

How will you change your investment strategy in promoting SX?
Please select up to three answers.

Increase investments in 339 48%
human resource 43% (*2)
54%
Increase investments in DX —75Cyo
54%
) ) (%1)
Increase investments in 46% 7500
envirenmenel meeswres | o]
75%
21% Y
Strengthen M&A w 33%
b
Strengthen R&D 759 S1% N
e —— 61 Y% 3
_ 9%
No change from the current policy T 17%
b
) ) 15%
0y
Still undecided % 7%
Other ﬁ 8% All M Power, gas and oil [l Chemical
b

0% 10% 20% 30% 40% 50% 60% 70% 80%

. - r . >
Q Will you utilize ESG bonds in line with SX? Al Bl Power, gas and ol Il Chemical

: o o (%4)
Yes, we issued or are considering 11% 429,
0 el o 556 [rars 7%— fo}
Yes, we will consider if there P (%5)
are financial benefits — 43 %
Yes, we will consider even if 8%

there are no financial benefits 8%
(i.e. expecting marketing effect) -7%

49%

No plans to consider _ 17%
P 43%
0% 10% 20% 30% 40% 50% 60%



Risk Management

@ o

decarbonization efforts

Importance of establishing a system for collecting information and responding quickly to avoid delays in

Companies in the energy sector cited increase in disasters
@ due to climate change and delays in decarbonization efforts
(% 1) as sustainability-related risks that are of particular
concern in relation to business operations.

The power, gas, and oil industry has concerns regarding the
impact of natural disasters on facilities and the potential
damage to corporate value that may result from a delay in
restructuring existing businesses and business portfolios
toward decarbonization. These concerns are reflected in the
extremely high figures compared to other sectors.

In the chemical industry, there was stronger emphasis on
@ environmental pollution/destruction of nature/biodiversity
(%2), in addition to an increase in disasters due to climate
change. Our analysis is that sustainability-related risks in this
industry are likely to have more impact on operations and
supply chains.

The majority of companies in the power, gas, and oil industry
@ responded that their material sustainability issues and risk
management activities are associated (% 3). We can infer
that given the potentially fatal impact of delays in
decarbonization efforts on corporate value, companies are
either developing or trying to develop a system for
monitoring risks and taking these risks into consideration
when making management and investment decisions.

What are the top three sustainability-related risks that are of particular concern in
relation to your business operations ?

(k1)
Increase in disasters due to 60% 58%

climate change [ e -/ | %pxD)
54% (k1)
Deleysin cecarborization ofors | ©3

. O/, (%1
Environmental 30% 75 /O (k1)
pollution/destruction of - ﬁ‘yi 0/ (%2)
nature/biodiversity 64 %
11%

i %
Human rights violations k 1%
Violation of laws and compliance - ﬁ‘yi p—
b

; 6%
Tax issues NN 17%
0%

4%

None in particular IR 8%
0%

47%

3%
Other 0% All - [l Power, gas and oil [l Chemical
meim 7% ¢

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

O Are the risk management activities of your company designed and executed in
association with material sustainability issues?

41% (*3)
They are associated [ —— /7 O
Y — 75%

54%

Mgyere netslifidenty sssestieel  PERET
6

o 5%
Other o Al

7% M Power, gas and oil [l Chemical

0% 10% 20% 30% 40% 50% 60% 70% 80%
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adjustment mechanism

Tax
04 Continued monitoring of impact of future introduction of relevant tax systems, including carbon border

i With regard to the status of tax-related measures or

considerations in line with SX, a relatively low percentage of
CFOs in the energy sector cited “none currently and no plans
in the future” (Y1), suggesting a strong interest in this
matter among companies in the energy sector, with some
kind of consideration underway.

A Future tax impacts, including carbon tax (% 2) showed a

i" particularly high indicator, which is consistent with the recent
surge in discussions toward decarbonization and
environmental measures. One issue in this regard is how the
carbon border adjustment mechanism being discussed in the
EU will be implemented in the future.

@  The utilization of tax incentives for investment (%3) also

i" shows a relatively high indicator. As mentioned before,
companies will need to make large investments in
environmental measures and new technologies in the future.
The extent to which they benefit from tax incentives will
therefore significantly impact their investment strategies.

@ ; \/Vhile the survey results give the impression that companies
"i“’ in the energy sector are taking a lead in terms of tax impacts
considerations, it remains to be seen how relevant tax

systems are developed in the future.

What are tax-related measures or considerations which you have implemented or
plan to implement in line with SX? Please select up to three answers.

33%

tax incentives for investment _ 42 O/OMV3>
43%*Y

Impact of reconsideration of supply chain 1%
on transfer pricing, 0%

custom duty and indirect taxes ||| | I 2

13%

Impact on transfer pricing determination by e
reviewing roles of individual group companies . i :
0

34%

0/, (*2)
e e e o e _ 67 /O k)
68% ™~

1%

None currently and no plans in the future r 259% x1)
14 9% *D

All
2%
Other 0% H Power, gas and oil
4% Il Chemical

0% 10% 20%  30% 40% 50% 60% 70% 80%
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Comprehensive Reporting Including Non-financial Information

SX management initiatives and timely information disclosure important management issues for business continuity

o 0

The survey results revealed an urgent need for the energy sector
to address sustainability issues, including carbon neutrality. \We
also saw a growing awareness of corporate reporting that is
associated with this.

The survey results indicate that selecting sustainability-related
KPI that should be monitored and setting goals (% 1) is an issue
for the energy sector. Meanwhile, connecting sustainability
measures with corporate value creation (% 2) is seen as an issue
in the chemical industry. It also appears that while the power,
gas, and oil industry has active discussions regarding
sustainability issues at the board level, such discussions are
lacking in the chemical industry.

We also saw a relatively high level of awareness regarding the
use of professional assurance services (% 3) from the viewpoint
of ensuring the reliability of sustainability-related information,
which is another indication of the sector’'s awareness of
sustainability reporting. In the chemical industry in particular,
57% of all CFOs indicated that they would consider using
assurance services in some way for all or part of a report,
reflecting their awareness of the need to improve the reliability
of sustainability reports for dialogue with stakeholders.

How the above issues are resolved may lead to concerns regarding
corporate funding and stock price, thereby having a direct impact
on business operations. Individual companies need to embrace
sustainability management initiatives and timely information
disclosure as a matter of business continuity, and position them as
an essential element of their management issues.

What are the top three issues in preparing comprehensive reports which interconnect
sustainability information with financial information?

Lack of proactive discussions regarding 32%

o ) 17%
sustainability issues at the board of director level k 43%

Integrating material sustainability issues S1%

- o
into the strategy 32% (k1)
/

Selecting sustainability-related KPI that 50% 58 %

should be monitored and setting goals _ 61 cyo(*n

Connecting sustainability measures with %

o vatos reston. I s -, >

corporate value creation

. 64 %
- . . . 29%

Additional administrative workload required — 25%

Establishing a process and system for

collecting necessary non-financial information 43%

There is no unified standard for 28%
sustainability reporting 18%
Oth FZ% 8% All HPr doil [l Chemical
ther o ower, gas and oi emica
4%

0% 10% 20% 30% 40% 50% 60% 70%

What are your views on using assurance services from the viewpoint of improving the
reliability of sustainability-related information? Al

Would consider using for the entire report, ﬁ 250(/*3/
including non-financial information 7% Y (%3)
Would consider using for some non- 40% 57 %

financial indicators, such as CO, emissions
. 48%
36%

0% 10% 20% 30% 40% 50% 60%

M Power, gas and oil
M Chemical
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for SX promotion

Accounting and Finance

DX utilization by accounting and finance departments and systematic business collaboration essential

energy sector cited accounting and finance (¥ 1), and those
in the power, gas, and oil industry in particular cited budget
management (% 2), as areas where digital utilization will be
important. These results suggest the need for capabilities to
collect and analyze relevant financial and non-financial data in
a timely and appropriate manner, due to the growing
importance of sustainability-related disclosures including
decarbonization in the energy sector.

@ DX is indispensable for the promotion of SX. CFOs in the

are ahead of other sectors in terms of securing necessary
talent, raising awareness among department members, and
redesigning the business process in their accounting and
finance departments (% 3) for the promotion of SX. In
contrast, they seem to be lagging behind in reviewing the
organization and segregation of duties, and developing
operation rules and regulations (¥%4). The power, gas, and oil
industry appears to be making more progress than other
industries in securing the necessary talent and redesigning
business processes, perhaps due in part to the strong
association of sustainability with management issues.

@ The survey results show that companies in the energy sector

Accounting and finance departments are expected to take on
the role of fully utilizing digital tools and data to ensure timely
and appropriate disclosure of sustainability management
initiatives and relevant corporate reporting, while working
systematically in cooperation with internal sustainability
promotion and risk management departments.

In view of SX promotion in the future, please select three areas for which you think
digital utilization will be more necessary than ever before.

Corporate strategy __(_11470@/0 Al
Business strategy 11% 29% 33% M Power, gas and oil
e 30
Ch |
Finance strate: 14 M Chemes
ay L 18% 26%
Business plan _;90/_ 42%
© 41 %
Budget management [ — - 50%*2
11%
Investment and loan decisions _7_% 21%
% 5%
IR 00— 7% 549
. . 0
Accounting and finance — ) 50 % (%1)
Risk management L 18% 43 /* )
(k1
) 9
Internal audit and internal control S 79, 187 .
IT strategy and planning 228 o
0% 1%
Other than the above e 19,
0% 10% 20% 30% 40% 50% 60%

Q Please select the items that have been or are being addressed for improvement

activities in the accounting and finance department for the promotion of SX.

Awareness-aising among 17% 35 /o *3
department members __
25%
Identifying and securing necessary talent —m%o 33 Cyo *3)

Reviewing the organization and

segregation of duties ﬂ11 % (4)

Developing operation rules and regulations — 8 O/ 21%

25% (%3)
42%

9% %x3)
27 %
Vaiaiing I ystoms ——-, ' O /°

6

Redesigning the business process

Not yet started L o 327, =
2% ° M Power, gas and oil
1)
Other 0% 4% M Chemical
0% 10% 20% 30% 40% 50%

10






1.Introduction

What are the top three sustainability-related issues that you think will greatly
impact your corporate value at present or in the future?

69 %

G

53%

O N '
:

Human rights 9%
I s

77%

Human capital management
. ¢ I 7o

34%

Intellectual capital management
. ¢ I 0%

Protecting and securing 10%
water resources - 10%

Biodiversity 2k
s

Tax transparency including issues 3%
regarding excessive tax optimization [l| 3%

1%

None in particular 0%

4%
Other (Free answer) B o Al

0% 20% 40% 60% 80%

88%

MW ENR

100%

All: All Sectors
ENR: Energy Sector
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2.Business strategy

Which statement best reflects the positioning of SX within your
company’s management issues?

All 32% 27% 27%

ENR 48% 18% 28%

0% 10% 20% 30% 40% 50% 60% 70% 80%

Il Positioned as a top priority and a prerequisite for the business strategy

Hl While the magnitude of impacts is recognized, prioritizing traditional issues

W Taking or planning to take initiative in the analysis and assessment of impacts
Taking a wait and see approach as the impacts are unknown

M Other (Free answer)

O What is the most critical issue your company faces in promoting SX?

All 21% 43% 21%

ENR 13% 48% 23%
0% 20% 40% 60% 80%

B Articulating and building shared understanding of the corporate purpose
l Understanding and evaluating sustainability-related issues
H Planning strategies to achieve SX
Executing strategies to achieve SX
B Other (Free answer)

12%

5% X0

90%

13%

18%

100%

100%

What are the top three concerns which you think will have a major impact on

your company'’s current business strategy?

ESG investment which may impact corporate funding _212%’(y0 All

Green procurement which may impact
income and expenditure

33%
I 09

MW ENR

Carbon tax which may impact income and expenditure ey 83%

) ) ) ) 19%
Human rights issues in the supply chain i

Governance risk including violation of laws, 52%
quality issues, etc. TEEG—_—E—= 3o,

Supply chain disruption in the event of 54%

an unforeseen situation (BCP)

%
Other (Free answer) NN 10%

0% 20% 40% 60% 80%

What is the status of reviewing and reorganizing the business portfolio on
the premise of SX?

Al EES 22% 37% 37%
ENR EX4 35% 40% 20%
0% 20% 40% 60% 80%
B Completed

M In progress
B The necessity of the review and reorganization is under consideration
Not under consideration

100%

100%
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3.Capital policy and corporate funding

How will you change your investment strategy in promoting with SX?
Please select up to three answers.

NS Iy S T N S I — /() 5, (8%
human resource ®

Increase investments in DX I — G0 )0

TS Iy &S T S I e — 75
environmental measures

21%
Strengthen M&A ——— o,
31%
Strengthen R | 5 %
9%
No change from the 5%

current policy

9
Still undecided == 5% 8%
20 Al EENR
Other (Free answer) g o,
0% 10% 20% 30% 40% 50% 60% 70% 80%
O How will you change your means of corporate funding in line with SX?
All 30% 21% 9% 36%
ENR 15% 38% 15% 33%
0% 10% 20% 30% 40% 50% 60% 70% 80% 90%  100%

W Make investments within the range of free cash flow
M Use interest-bearing liabilities
 Consider equity financing as needed
No change
W Other (Free answer)

Q Will you utilize ESG bonds in line with SX?

49%

X

All 1% 29% 89

ENR 18% 40% 8% 35%

0% 20% 40% 60% 80% 100%

Il Ves, we issued or are considering the issuing of ESG bonds

Ml Yes, we will consider if there are financial benefits

M Yes, we will consider even if there are no financial benefits (i.e. expecting marketing effect)
No plans to consider

Il Other (Free answer)

To what extent do you think ESG assessments and ratings will affect
corporate funding excluding ESG bonds in the future?

All 38% 46% 14% 2%
ENR 25% 68% 5% &4
0% 20% 40% 60% 80% 100%
B No impact

Il Considerable impact including a rise in funding cost
B Significant impact if assessment or rating is not maintained

Other (Free answer)
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4.Governance

The revised Corporate Governance Code published in June 2021 incorporated What are the top three criteria which you expect to be challenging when
some SX related matters in its principles. What are the top three items additionally transitioning to the prime market?
incorporated in this revision which you feel are challenging to address?

Appointing additional independent 18% Tradable share ratio/market 19%

outside directors _ 18% capitalization standards _ 10%

Appointing additional %
independent outside directors °
14% " ; ’
Disclosing skills matrix for directors (over a third of overall directors) - 8%
B -
Nomination and Compensation
10%

Committee consisting of a majorit:
H

Setting goals and disclosing the current 55% of ielepEmelan: QUiSED Clieaios

status (progress) for ensuring the o
divershty of core hurman resources I 55
Enhancing the quality and quantity 46%
of disclosures regerana e meecs . I S
38% of climate change ?

Proactively responding to

sustainability issues at the board level _ 30%

Use of electronic voting platform 8%
for institutional investors - 5%
Practicing highly independent 9%

procedures for appointing and
dismissing Kansayaku - 5%

Disclosures in English _ 10%
Establishing a reporting line from the 1%

internal audit department directly to
’ the board NN 5% o 23%
None nparticvter I 25

24%

I o

prime market

Other (Free answer) 2% 3%

0% Al BENR Other (Free answer) - 3% Al EENR

0% 10% 20% 30% 40% 50% 60% 0% 10% 20% 30% 40% 50% 60%



5.Risk management

Are the risk management activities of your company designed and executed in
association with material sustainability issues?

Al 21% 54% 5%
ENR 53% 43% 5%
0% 20% 40% 60% 80% 100%

M They are associate
M They are not sufficiently associated
W Other (Free answer)

What are the top three sustainability-related risks that are of particular concern
in relation to your business operations?

Increase in disasters due to climate Change | ————————————— G5 %
L
Delays in decarbonization efforts —544; 78%
Environmental pollution/destruction of 30%
nature/biodiversity T ————— 3 0>
Human rights violations ps 80/11%
. g 47%
Violation of laws and compliance p—— 18%
Tax issues mmm 5602/°
. . 4%
None in particular m 39,
Other (Free answer) -3%/°% Al BIENR
0% 20% 40% 60% 80% 100%

What are the top three initiatives in relation to the risk management system
which you think are particularly necessary in proceeding with SX?

Reflecting sustainability themes in 23%

internal audits || e~

32%

Clarifying the sustainability risks owner _ 339

Collaborations between or integration 48%

management department

Developing a global management 35%

system for sustainabiliy risks | NN <

33%

Strengthening the compliance system _ 38%

) L 41%
Addressing new sustainability risks o
Enhancing risk reports to the 24%
cosra o arocors [N
Other (F ) g
er (Free answer,
W s Al EENR
0% 10% 20% 30% 40% 50% 60%



6.Tax

O What are tax-related measures or considerations which you have implemented or plan to implement in line with SX? Please select up to three answers.

33 %

Tax incentives for investment | /3 %>
Impact of reviewing supply chains from the viewpoint of transfer 1%
pricing, customs duty and indirect taxes — 5%
Impact on transfer pricing determination by reviewing roles of . 13%
individual group companies I 5%
34%

Future tax impacts, including carbon X | G5 0

None currently and no plans in the future G | o,

2% Al EENR
Other (Free answer) mmm 3%

0% 10% 20% 30% 40% 50% 60% 70% 80%
Does your company have tax policies and standards applying to risk tolerance Which statement best describes the status of initiatives for visualizing your
and tax judgments that are disclosed? group companies’ tax information?
All 15% 9% 76% Al 24% 17% 34% 19%
ENR 23% 15% 63% ENR 28% 18% 38% 8%
0% 20% 40% 60% 80% 100% 0% 20% 40% 60% 80% 100%

M Implemented monitoring measures which include overseas subsidiaries
B Implemented a monitoring measures which include domestic subsidiaries only

 Tax policies and  standards are established and disclosed B While interested, no initiatives yet started
B Tax policies and  standards are established but for internal use only No plans to implement initiatives
M Tax policies and standards are not established M Other (Free answer)



7.Comprehensive corporate report including non-financial information

O What are the top three issues in preparing comprehensive reports which interconnect sustainability information with financial information?

Lack of proactive discussions regarding sustainability issues
at the board of director level

32%

. 35 00

31%

Integrating material sustainability issues INtO the Strate )y N 33 %

Selecting sustainability-related KPI that should be monitored and setting goals
Connecting sustainability measures with corporate value creation

Additional administrative workload required

Establishing a process and system for collecting necessary
non-financial information

There is no unified standard for sustainability reporting

Other (Free answer)

50%

1 G0 %

I | 50,

. /3 %

I —— /) ) O/,

2%
I 5

47%
. 53 0
29%
40%
28%
Al EENR
20% 30% 40% 50% 60% 70%

0% 10%

O What is the current level of involvement of CFO in sustainability reporting?

All 14% 27% 18% 36%
ENR 18% 30% 15% 35% 394
0% 20% 40% 60% 80% 100%

W Sufficient involvement to date

M Fair amount of involvement to date and expect future involvement to increase

W Fair amount of involvement to date and expect future involvement to remain the same

None currently but plan to increase future involvement

M None currently and do not expect future involvement

In the EU, mandatory requirements for external assurance of corporate
sustainability reports have been proposed. What are your views on using
assurance services from the viewpoint of improving the reliability of sustainability-
related information?

All 12% 40% 48%
ENR 13% 53% 35%

0% 20% 40% 60% 80% 100%

Il Would consider using assurance services for the entire report, including non-financial information.
Il Would consider using assurance services for some non-financial indicators, such as CO, emissions

M No need for assurance services
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8.Accounting and Finance (1)

It is expected that management decisions driven by the linkage between
O Please select all business area for which the CFO is currently responsible. Q financial and non-financial information will increase as the company makes
(Multiple choice possible) progress towards SX. Of all areas that the CFO is responsible for, please select
up to three areas that are considered to be of greater importance.

42% 45%
Corporate strateqy | 0% Corporate strateqy | 35°%
. 26% . 31%
Business strategy | 5% Business strateqy | 759
. 95% X 38%
feshegeweey, 0 [ Finance Strate gy | 0 °
) 59% . 39%
Business plan | 55 Business plan | 0%
79% 10%
Budget managemen | /5 Budget managemen’ S 10%
61% ) 23%
Investment and loan decisions | 45° Investment and loan decision o 357
71% 33%
R N 55°; R N 5%
} 21% : 31%
Risk management | 76, Risk managemen’ o 22%
Internal audit and internal control 2 Internal audit and internal control a5
I 25 A
0 . 9
T strategy and pianving. | 457 T strategy and planning [f755.% | >
Other than the above 3% Other than the above 2%
(Free answer) I 8% Al BENR (Free answer) Il 3% Al BIENR
0% 20% 40% 60% 80% 100% 0% 10% 20% 30% 40% 50% 60% 70%



8.Accounting and Finance (2)

Please select the statement reflecting the current accounting and finance
department structure and capability in terms of promoting SX in the future.

Al 26% 8% 33% 10% 16%
=N 5% 30% 8% 43% 5%

0% 20% 40% 60% 80% 100%

M Current structure and capability is sufficient

[ ] ggmg‘m&gor\éeeme%l needed, and improvements M Drastic improvement needed, but improvements

not yet implemented
Eer?rfélfr#rg@;%\é%@ewt needed, and improvements B Have not evaluated

Some improvement needed, but improvements
not yet implemented

Please select the items that have been or are being addressed for improvement
activities in the accounting and finance department for the promotion of SX.

Awareness-raising among department memioe s | 7 () )/, 5%
Identifying and securing necessary talent | » O/ 2%
Reviewing the organization and 18%
—— |
segregation of duties 13% Al BENR
o
Developing operation rules and regulations | — 2020;0 %
Redesigning the DUSINess process  mmm————————————— e 35 %
27%

Maintaining 1T SyStemS | 33 7,
INOT YT STt Cl - 300/32%
(]
2%
Other (Free answer) pi 3%

0% 5% 10% 15% 20% 25% 30% 35% 40%

Please select up to three applicable items with regard to human resources
and skills required for the accounting and finance department in the future.

64 %

Management perspective |

14%

Leadership _ 13%

Communication and conflict 44%

resolution skills [N, <5

39%

Data analysis siils N

21%

Titeracy I 23%

33%

Logialthinking ' | %

24%

Ability to identify emerging risks I

25%

Knowledge regarding sustainability _ 20%

Understanding and utilization of 27%

non-financial information | N 5%

1%
Other (Free answer) ] ;% All

0% 10% 20% 30% 40% 50% 60% 70%

HENR

80%
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8.Accounting and Finance (3)

In view of SX promotion in the future, please select three areas for which you think

digital utilization will be more necessary than ever before.

Corporate strategy [ Wéé%
o

29%

Bsiness Sate g | 35
6

Finance strateoy | — 15
:

. 26%
BusinesS Pl | 53

41%

Bdget Mg e | 53

. 11%
Investment and loan decisions 20%

R 5%
5%

oG and i . | .

. 19%
Riskmanagemen’ | 159,

Internal audit and 15%
internal control M 5%

i 33%
IT strategy and planning | ot
Other than the above 1%
(Free answer) R 3% All
0% 10% 20% 30% 40% 50%

54%

HENR

60%
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9.COVID-19

COVID-19 continues to affect businesses. Please select any measures that you
have implemented or plan to implement with regard to corporate funding and
“cash.” (Multiple selections possible)

Q Please select all applicable measures that you have implemented or plan to

implement in terms of dealing with climate change risk, which is receiving increasing
attention from the market due to COVID-19. (Multiple selections are possible)

Strengthening financial governance

Strengthening the fund
management of subsidiaries

Reviewing levels of cash
and deposits

Analyzing debt capacity by
reviewing the business plan

Analyzing debt capacity by rating

Strengthening relationships
with banks

Strengthening relationships
with banks

Use of ROIC, CCC, CCR
and other indices

None in particular

33%

I, 0%

33%

25%

I, o

5%

7%

26%

L JEC

14%

25%

25%

I Al W

0% 10% 20% 30% 40% 50%

Addressing the recommendations by
the Task Force on Climate-related
Financial Disclosures (TCFD)

Measures for physical risks (closure of
company sites and supply chain disruptions)

Multiple scenario analysis of the impact
of relevant regulations on your company

Setting climate change risk as a
prerequisite for formulating medium-term
plans and business strategies

Reviewing company assets and business
portfolio for decarbonization

Decarbonization of electric power sources

Measuring and managing greenhouse
gas emissions and reduction
and carbon management

Utilizing digital technologies such as
blockchain for carbon tracking

Investments in renewable energy

Developing or investing in technology
that contributes to preventing or
mitigating climate change risk

None in particular

46%

I, 55

16%

I s

16%

__________[BBs
32%
48%
12%
I, 05
30%
I 50
34%
50%
2%

|0

22%

I, <3

23%

I 5%

23%

I 0 Al EENR

0% 10% 20% 30% 40% 50% 60%
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10.KAM introduction

O What are the top three effects of KAM introduction you recognize?

Deepened our awareness of
the company’s financial risks

Deeper communication with
the auditor

Deeper communication with
the Kansayaku or Audit
Committee members

More detailed evaluations of
the quality of audit services

Stricter approach by the
auditor to the transparency of
information disclosures

More hours required due to
meetings with the auditor

More hours required due to
internal coordination including
those with management

Other (Free answer)

49%

57%

23%

1%

12%

BN s

9%

7%

BN s

0% 10% 20% 30%

Al HENR

50% 60% 70% 80%

Presentation of survey results as a ratio
Survey results as a ratio are rounded to the nearest first decimal place and may not add up to 100 percent.
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