SUMITOMO
ELECTRIC

Connect with Innovation

Integrated Report 2021

Connect with Innovation

- - i . The Sumitomo Electric Group
- will-continue _to innovate and work hand in hand to .
contribute to the development of society. s >
Shuhei Tada, > s 4 1-1'} N e cs |y
General Affairs Dept. ' Al

Yuki Koike,
Human Resources Dept.

Sumitomo Electric Industries, Ltd.
Public Relations Department M@ Universal design fonts

£ : . ' el = e, : = L g
- ' s ( P o 3 T T PR j§
4-5-33, Kitahama, Chuo-ku, Osaka-city, Osaka 541-0041 JAPAN Phone: +81-6-622-4119 Fax: +81-6-6222-6485 that are easy to understand and & e 3. < ) oy £ RE s v A : y AF SUMITOMO
[URL] https://sumitomoelectric.com/sustainability [Contact]https://sumitomoelectric.com/contact-us FONT easy to read are used. [Published August 2021] -t | i - o . y - <. R e - ! S
E T | r ; - B ; : = ELECTRIC

GROUP



SUMITOMO ELECTRIC GROUP Integrated Report 2021

CONTENTS

Value Creation Process

How the Sumitomo Electric Group
Creates Value

Toward the realization of a “Glorious Excellent Company” 03

The Sumitomo Spirit 07
Technology tree 09
Together with Stakeholders 11
Social issues to focus on 13
Value Creation Process 15
Value provided through the product 17

Growth Strategy

Growth Strategy

Message from the President & COO 19
At a Glance: Current status in numbers 23
Mid-term Management Plan: VISION 2022 25
Business Overview 27

Main Products That Help to Solve Environmental and Social Issues 37
Sumitomo Electric’s Vision for 2030 39

Special Feature: Initiatives to address issues related to the global environment 47

Foundations for Growth

Foundations that Support Growth

Manufacturing Base 49
Social Contribution Activities 54
Human Resources and Organization Base 55
The Promotiom of Global Diversity & Inclusion 60
Financial Base 61

O3

Corporate Governance

Corporate Governance

Corporate Governance 63
Risk management 67
Compliance 69
Officers 71
Messages from Outside Directors 73

/3

W\ S

L

5L \mﬁ\q}.\\\\\\\\\%

Corporate Data

Corporate Data

Financial and Non-Financial Highlights 75
10-Year Financial and Non-Financial Summary 77
Financial Statements Summary 79
Company Overview 83
Appendix

Management’s Discussion and Analysis 85
Independent Auditor’s Report 87
Financial Data 93

Editorial Policy

The Sumitomo Electric Group's Integrated
Report is prepared with the aim of
communicating the Group's value creation
process in an easy-to-understand manner
to a diverse range of stakeholders.This
Report provides a comprehensive summary
of financial and non-financial information
about the Group's initiatives to create value
over the medium to long term through its
business activities, with the aim of becoming
a “Glorious Excellent Company,” which is
the ideal vision of the Group.

This year’s “Integrated Report 2021" has
been designed to clearly communicate
to our diverse stakeholders, including
customers, business partners, employees,
local communities, shareholders and
investors, “where the Group has come
from,” “where we are now,” "what our
vision is for the future,” and “what initiatives
we will take to realize our vision.”

In addition, we have decided to
discontinue publishing the Annual Report
and consolidate it into the Integrated Report
(English version).

We will continue to listen to all your
feedback and requests, and continue to
make improvements with the aim of creating
an Integrated Report with even richer
content.

Reference Guidelines

International Integrated Reporting Council (IIRC)
“The International Integrated Reporting
Framework”

Ministry of Economy, Trade and Industry
“Guidance for Collaborative Value Creation”

Period covered: FY2020
April 1, 2020 - March 31, 2021
(Some of the information provided is not
applicable to this period)
Scope of coverage: Sumitomo Electric Industries, Ltd.
and Sumitomo Electric Group companies
As of the end of March 2021, 415 companies
(Consolidated subsidiaries (383 companies),
Equity method affiliates (32 companies))
Date of issue: August 2021

Precautions regarding forecasts

The forward-looking statements in this Report, such as the
Group's future plans, forecasts, and strategies, have been
prepared based on certain assumptions that the Group considers
reasonable at the time of disclosure. Actual results may
significantly differ from these forecasts due to a variety of factors.
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@Toward the realization of a
“Glorious Excellent Company”

@The Sumitomo Spirit

@Technology tree

@Together with Stakeholders

@Social issues to focus on

@®Value Creation Process

@®Value provided through the product

' ‘

The Sumitomo Electric Group has maintained an unwavering basic policy of contributing
to society through fair business practices under its corporate philosophies of the
“Sumitomo Spirit” and the “Sumitomo Electric Group Corporate Principles.” We have
always conducted our business in harmony with the public interest and have contributed
to solving social issues. Our Group will continue to strive to become a “Glorious Excellent

e Company” in order to contribute to the realization of a better society, and we will work

together with our various stakeholders to enhance our corporate value over the medium
and long term.
Chairman & CEO

Value Creation Process
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Toward the realization of a “Glorious Excellent Company”

T 0O ——

Management Philosophy of

Harmony with Public Interests

The Sumitomo Spirit of “harmony with public interests” is
the foundation of our long-term development and growth.

Last fiscal year was a year in which the COVID-19
pandemic caused enormous negative impact to society
and the economy on a global scale, and we are still
caught in the middle of it. In addition to implementing
measures that place the highest priority on ensuring the
safety of our stakeholders, who include our customers,
business partners, employees, and their families, the
Sumitomo Electric Group has continuously strived to
ensure business continuity in order to fulfill our mission
of providing products that support the broader society.

Sumitomo Electric began as Sumitomo Copper Rolling
Works in 1897, producing copper wires and related
products. So the company has formally operated for a
little over 120 years, while the original copper business
that brought up Sumitomo began about 400 years ago.
Under our corporate philosophies of the Sumitomo Spirit
and the Sumitomo Electric Group Corporate Principles,
we unwaveringly uphold the basic policy of contributing
to society through fair business activities. Based on this
policy, we have adhered firmly to business practices
that are in harmony with society, and | believe that this
diligence has been at the foundation of our advances
and growth.

Sumitomo Spirit and Our Sustainability

We strive to enhance the sustainability of society
through management that emphasizes the public
interest and returns to our wide range of stakeholders.

The Business Roundtable (BRT), an association of the
chief executives of major U.S. companies, declared in
August 2019 that the purpose of a corporation is to
create value for all stakeholders, including customers,
business partners, employees, and local communities
over the long term, reviewing its conventional
shareholder-primacy orientation. Multi-stakeholder
capitalism was also a major theme at the January 2020
Davos Forum.

| visited the United States in January 2020 to
exchange views with BRT and other related parties as
part of our initiatives at the Kansai Economic Federation
(Kankeiren) *'. As a result, | was able to experience

that global trends are changing to multi-stakeholder
capitalism. After returning from the U.S., | have been
stepping up my efforts to disseminate my opinions

by compiling reports and hosting symposiums, with
the concept of “starting with the first step.” After all,

| believe that we must always remember the basic
management principle of distributing the fruits of our
work according to the volume and contribution of our
stakeholders’ activities.

There is a management philosophy among many
traditional Japanese companies called “sampo yoshi”
(good for all three parties: seller, buyer, and society).

At the Sumitomo Group to which we belong to, Teigo
Iba, our second General Director, left behind the

words, “Sumitomao’s business must be fundamental
business that benefit the nation and society as well as
Sumitomo itself.” As expressed in the concept of “Mutual
Prosperity, Respect for the Public Good,” this basic
approach of always striving for harmony with public
interests has been handed down as the Sumitomo Spirit.
In light of these points, it can be said that Sumitomo has
long embraced multi-stakeholder capitalism.

In recent years, the importance of improving the
sustainability of society has been raised based on the
concepts of SDGs and ESG. Taking into consideration
that Japanese corporate management is based on multi-
stakeholder capitalism and that it is consistent with
the traditional management philosophy of Japanese
companies, it can be said that the concepts such as
SDGs, ESG, and sustainability are embedded in the
Sumitomo Spirit.

The Importance of Cultivating Human

Resources and Identifying Leaders

Building on the concept of respect for human resources,
we are striving to cultivate human resources and identify
leaders who can lead the Sumitomo Electric Group.

At the time | assumed the position of president in
2004, Sumitomo Electric was in a difficult situation,
having posted its first net loss in history due to the
bursting of the IT bubble. Looking at the history of
Sumitomo, there were similarly difficult occasions
during the Meiji era. From the end of the Edo period to
the turmoil of the Meiji Restoration, the Besshi Copper
Mine faced a crisis of survival. At the time, Saihei Hirose,
the manager of the Besshi Copper Mine and the first
General Director of Sumitomo, strongly argued that
foreclosure of the Besshi Copper Mine was against the
national interest and obtained permission from the new

*1 Kankeiren: The Kansai Economic Federation, a Kansai public ilest incorporated as.‘iiiMs as chairman. /
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government to continue its operation.

In those difficult times, what were the thoughts of
Sumitomo’s predecessors? | personally believe that it
is essential to cultivate human resources and identify
leaders, and | have been talking about this with
everyone from our executives to new employees.

As the saying goes, “business is human,” so does
the Sumitomo Spirit, which is rooted in the concept of
“respect for human resources.” Human resources are
extremely important to a company. Intelligence, strength,
and boldness are necessary as the basis of human
resources, and with these as a foundation, presence of
mind, spontaneity, a spirit of cordiality, and fairness will
be cultivated. | believe that it is extremely important for
the top management of a large organization such as a
corporation to identify such human resources and place
them in appropriate positions with responsibility.

If we have a great number of such human resources,
the company will prosper greatly, but | am of the
conviction that only a person of character can be
entrusted with such an important position. “Philosophical
management” means “courage, fairness, honesty, trust,
patience, responsibility, consideration, loyalty, effort,
service, and cheerfulness,” and the Confucian concepts
of “virtue, benevolence, courtesy, faith, righteousness,

and wisdom,” as well as the four C's (character, civility,
courage, and compassion) must be combined in order
to become a personality.

As for the required characteristics, in order to put
this into practice, it is very important to be richly
enterprising, adventurous in spirit, innovative, drive to
achieve goals, internationally-minded, socially respectful,
and culturally educated (liberal arts).

In terms of how you actually conduct your work
having this kind of attitude, it is important that you
are logical and rational, that you possess the ability to
scientifically plan, that you have the ability to plan and
execute, that you are able to expand on your intuitive
grasp, and that you are both flexible and consistent.
These human resources will accomplish the work and
produce results. We will then distribute returns to
stakeholders based on a public interest approach and
accumulate for expanded reproduction. While tackling
these issues, we will promote innovation and deepen
SEQCDD™, expand our credibility and trust, establish
brands, avoid price competition, perpetually expand our
customer base, and expand the quality and volume of
our operations.

Through this series of processes, we will cultivate
high-quality human resources. Then we again come back

Value Creation Process

to the idea of personality (philosophical management),
and the cycle repeats itself once more. It doesn’t
always work out, but this is the framework of company
management that | present as a principle theory.

The Promotion of Diversity and Inclusion

We will promote the activities of diverse human
resources by focusing on diversity and inclusion as a
priority matter.

We are currently in an environment where both the
company and individual employees must be proactive
in solving social issues that are global in scale and
complex in nature. Even in these circumstances, in order
to prepare the foundation for an accurate direction
and practical solutions, it is essential to enhance the
resilience of the organization, to improve the degree
of perfection of ideas through discussions amongst
individuals with different perceptions, and for the
company to be able to grow sustainably with a sense of
unity. As a foundation for this, | believe it is important to
build a strong team in which each individual is mindful
of diversity and inclusion. Diversity and Inclusion (D&l)
means to embrace diversity and to utilize diversity. D&l
is not merely a gender issue but an issue that should be
thoroughly considered in management.

Kankeiren aspires to make Kansai a stage that attracts
people who are looking for a place to be active.

As a part of this, Kankeiren announced the “D&l
Guideline, Women who want to be active in the
company” in May this year, which presents guidelines
for companies that are concerned about promoting the
activities of “women who want to use the company as
a stage for their activities” in deciding how to respond
to them. By taking this occasion, we will promote the
development of an environment that contributes to the
promotion of the activities of diverse human resources,
not only women, and our company will also take the
initiative in promoting D&, thereby aiming to spread the
concept to our member companies.

We will Continue Striving to Reach Our Ideal

Future State of a “Glorious Excellent Company”

Striving to reach our ideal future state of a “Glorious
Excellent Company,” we will work to provide value
to society and enhance our corporate value over the
medium to long term.

The Group will continue striving to reach our ideal
future state of a “Glorious Excellent Company.”

“Glorious” represents our unchanging, qualitative
aims of what we want to be. | believe that our past
top leaders, who well understood the essence of what
Matsuo Basho said, “continuity and change,” have
recognized the Sumitomo Spirit in the “things that
must not be changed.” The word “Glorious”™ means
“honorable,” but just as the word “Glory” was written
on the flag of the Crusades in medieval Europe, this
word carries the meaning of “fighting with integrity
and being loved.” By adhering to the Sumitomo Spirit
and pouring our heart and soul into our work, we aim
to be a company that is needed and loved by our
stakeholders.

Meanwhile, “Excellent” refers to the quantitative
aspect of what we want to be, which is to achieve
excellent performance as a company through the
achievement of the mid-term management plan. We
are currently working together as a group to achieve
the goals of our mid-term management plan, VISION
2022. The Group has developed its businesses
based on a variety of “connectivity and transmission”
technologies cultivated through our experience in the
production of wires and cables. Our current business
development areas are the “Mobility,” “Energy,” and
“Communications” segments and materials that
support these fields. While the company’s businesses

and product groups are diverse and take different forms,

the technology is common to all of them, and if you
look back at our technology tree, you will find that it is
integrated with the technology cultivated in the electric
wire and cable business, which is a major strength that
supports the company’s comprehensive capabilities.

With these technologies as our strengths, the Group
is working to respond to various issues related to the
global environment, such as efforts to achieve carbon
neutrality, promoting digital transformation (DX) in line
with the digitization of society and the economy, and
strengthening resilience, while aiming to provide value
that is environmentally friendly, safe, and secure, and
that leads to comfort and social growth. As a result of
these efforts, while improving the corporate value of
the Group itself over the medium to long term, | would
like to make the company a place where people can
work energetically with the dream that the world will
definitely be better tomorrow than today, and the day
after tomorrow than tomorrow.

We hope that we will continue receiving kind support
and encouragement of all of our stakeholders.

*2 SEQCDD stands for the Sumitomo Electric Group's policy of considering and implementing the following elements: S (Safety), E (Environment), Q (Quality), C (Cost), D (Delivery), and D

(Development).
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The Sumitomo Spirit

The Sumitomo Spirit grew out of the guiding principles set down in his later years by the founding father
of the House of Sumitomo, Masatomo Sumitomo (1585 - 1652), in Monjuin Shiigaki (the Aphorisms of
Monjuin, which describes how a merchant should conduct his business). The Sumitomo Spirit has been
passed down and elaborated through the history of Sumitomo, which mainly operated copper business.
The essence of the Spirit was distilled in the “Business Principles” codified in 1891. Also integrated into

the Sumitomo Spirit are other beliefs and principles behind business decisions, and remarks made by
Sumitomo managers, which have been handed down through generations.

Business Principles

Article 1 Sumitomo shall achieve prosperity based on solid foundation by placing prime importance
on integrity and sound management in the conduct of its business.

Article 2 Sumitomo's business interest must always be in harmony with public interest; Sumitomo
shall adapt to good times and bad times but will not pursue immoral business.

Shinyo-kakujitsu

“Place importance on integrity and sound
management.”

The Business Principles Article 1 emphasizes the

importance of integrity; that is, being worthy of the

trust of others.

Fusu-furi

“Do not act rashly or carelessly in pursuit of easy
gains.”

In its first part, Article 2 speaks of the importance
of working proactively, pursuing profit by quickly
and appropriately responding to changes in society
and not being content with the status quo. At the
same time, Article 2 emphasizes the importance of
harmonizing business gains with the public interest
and scorns reckless or careless actions in pursuit
of easy gain. While furi means easy, temporary or
short-term gain, the term also implies unfair profit
obtained through dishonest means.

Banji-nissei

“Do your sincere best, not only in business, but
also in every aspect of your life.”
Consisting of five articles, Monjuin Shiigaki contains
ideas reflecting the unstable social conditions of
Kyoto in the 17th century, when it was written. The
preamble admonishes us to pay attention to any

on everything. This precept, Banji-nissei, has been
passed down continuously, by way of hoping that
each one of us in Sumitomo does not focus only

on making money but also on improving one’s

document urges us to persist in sincere and careful

representing the Sumitomo Spirit.

matters including business and work wholeheartedly

personality and developing one’s character. This lofty

effort and to cultivate good character. The Sumitomo
Electric Group positions Banji-nissei as the key phrase

Monjuin Shiigaki (the Aphorisms of Monjuin) (Sumitomo Historical Archives)

Traditional Beliefs and Principles

Attaching Importance
to Technology

Sumitomo’s original copper
business centered on the
nanban-buki (foreign-style)
refining technique, which

at the time comprised the
leading edge of smelting
technology. The business
policy of valuing technology
and tackling the development
of new technology has been a
driving force in the evolution
of Sumitomo business from the
very beginning.

Respect for Human
Resources

Sumitomo’s history is
accentuated with events that
demonstrate the great value
that is attached to opinions

of those working in the field.
Over the years, Sumitomo has
established a corporate culture
in which frank discussions

are cherished and human
resources are given the utmost
importance. Sumitomo has
always considered that people
make the enterprise and
attached importance to human
resources. This tradition has
coexisted with the commitment
among Sumitomo personnel to
character cultivation.

Long-Range
Planning

This principle is derived from
Sumitomo's original experience
in copper mine management
which requires long-term,
continuous consideration.
Business development with a
future-looking, longterm view,
complemented by a wider
perspective to ensure national
and social interests, is one of
the factors that have made
Sumitomo distinctive.

Mutual Prosperity,
Respect for the Public
Good

This phrase represents the
principle that Sumitomo'’s
business must benefit not
only Sumitomo but also the
nation and society in general,
and everyone in Sumitomo

is required to focus not only
on making money but always
conduct business in harmony
with public interests. Also
demonstrated by its more than
century-long efforts to solve
environmental problems in
the Besshi Copper Mine, this
spirit has always remained
unchanged at Sumitomo.

The Sumitomo Electric Group Corporate Principles

On the occasion of Sumitomo Electric’s centennial celebration in 1997, the Sumitomo Electric Group
defined the Sumitomo Electric Group Corporate Principles as a new management philosophy based on the
Sumitomo Spirit. The Corporate Principles underscore our basic policy of commitment to our important
stakeholders—our clients, shareholders, society, the environment and our employees—and rededicate the
Group to the importance of compliance and trust.

Each company of the Sumitomo Electric Group shall

Offer the very best goods Build technical expertise,
and services to satisfy realize changes and strive
for consistent growth.

customer needs.

Contribute to creating
a better society and
environment, with a firm
awareness of our social
responsibility.

Maintain high corporate
ethics and strive to
become a company

worthy of society’s trust.

Nurture a lively
corporate culture that
enables employee self-

improvement.
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Technology Tree

Diverse technologies and product lines were originated from Sumitomo's copper business

The Sumitomo Electric Group’s business originated in the manufacture of electric wires and cables, but
since the 1950s, we have also been working to diversify our business by appropriately grasping changes in the
social environment, and have introduced innovative products and technologies to the world, such as cemented
carbides and sintered powder metal products, optical fibers, and compound semiconductors. Our business and
range of products may look diverse at first glance, but when traced back to the roots of our technology tree,
they are unique in that they are integrated into the technologies we have developed through the manufacture of

wires and cables.

Car electrical equipment

1960s- A |

Motorization of society

Wiring harnesses

Anti-vibration rubber, automotive hoses

’ Control technology Transmission technology System products (traffic control system, telematics, etc.)

Flexible printed circuits (FPCs)

By Wire insulation technology
B Electric conductor technology &8

1980s-

yC

1897

Sumitomo
Copper Business

Diagram of Nanban-buki smelting
technique (from Sumitomo's
Kodo Zuroku technical book)
(Collection of Sumitomo
Historical Archives) ‘

1882 First electric light
installed in Japan (Tokyo)

1890 Inauguration of telephone service
okohama Development and construction of social infrastructure / Growth and development of the industrial circle /

between Tokyo and Y

P  Transmission technology

Coming of the

Electric wire products
electronic age

A
Electric beam irradiation products (heat-shrinkable tubes, etc.)

Fluorine resin products

able installation

technology (Power line construction) Power line engineering, power line information systems

- (Power cables) Electric wires and cables for power transmission and distribution
e

(Copper wires) Electronic conductors (copper wire rods, trolley wires)

(Enamel wires) Magnet wires

Hybrid products (air cushions, etc.)

Metal materials for electronic parts

(Communication network construction) Information (Communication network construction) communication engineering

(Telecommunication cables) Optical fibers, optical fiber cables, optical-related equipment

1990s-
Coming of the
ICT socie

Transmission components
A —
Network systems and equipment

CATV-related products

Compound semiconductors (GaAs, InP, GaN)

A Wire-drawing

technology (Steel wires for valve springs)

Special steel wires (prestressing steel wires, steel tire cords, etc.)

(Cemented carbide alloys for wire-drawing dies)
Powder metallurgy technology ™=

Cemented carbide tools (cutting tools, drills, etc.)
Sintered powder metal products (various parts for automobiles, home appliances, etc.)

Diamond products (cutting tools, precision machining tools, etc.)

190

0 1950 2000

Sumitomo Electric’s history video introduction

120th Anniversary History Video

https://www.youtube.com/watch?v=xrssjSgxomY
You can also view it from the QR code.

*——

The assembly process
of harnesses
(1966)

| g
The first traffic control
center in Japan
(Fukuoka Prefecture
Police Headquarters)

—

Irrax high-fiber-count
cables

Submarine cables

Optical fiber

r

Gallium arsenide monocrystals

17“"

IGETALLOY™ S bit

Lubrite

Here are a few examples of how our businesses
and products began

Wiring harnesses

We received our first order for wiring harnesses for
automobiles in 1949. Foreseeing their widespread adoption
in the automotive industry, we decided to enter the market in
1959. Wiring harnesses have become increasingly important
in recent years due to its role in transmitting energy and
information.

Traffic control systems

In 1970, we received an order for Japan's first traffic control
system. The success of this project saw us work on building
many more systems like this in Japan, and our products are
still being used to make traffic safer today.

Electron beam irradiation products

In the 1960s, we developed electron beam irradiation
technology that improves the properties of polymer materials,
which led to the invention of various cross-linked electronic
wires and tubes.

Power cables

We produced our first electric cable in 1908, and in 1922 we
successfully produced and laid what was then the world's
longest submarine cable.

Our experience and track record from those early days are
foundational to our work in this area today.

Magnet wires

Also known as winding wires, these were first produced in
1916 by coating copper electric wires with enamel (enamel
wires). They are now used in parts such as motors for HEVs
(Hybrid Electric Vehicles)

Optical fibers

The development of optical fibers was started in the 1970s. In
1974, we applied for a basic patent right for the VAD method,
which later become a world's most popular manufacturing
method. Full-scale installation of optical fiber cables began

in the 1990s, and it has contributed to the broadband
telecommunications globally such as high speed internet.

Compound semiconductors

We began researchiné compound semiconductors in the
1950s. Our compound semiconductors are now used in optical
communications equipment and wireless devices.

Cemented carbides

In 1928, we succeeded in prototyping a carbide wire drawin
die for high-speed wire drawing machines. These dies are still
used in factories around the world today.

Sintered powder metal products

Sintering is done by precision molding of metal powder in the
same way as when creating cemented carbide alloy. The first
sintered powder metal products were released in 1948, not
long after World War Il, and products like these are still for
applications such as automotive parts today.
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The Sumitomo Electric Group strives both to understand the social issues on which the Group focuses
and to resolve them and to enhance its corporate value over the medium and long terms by engaging
in dialogue with a wide range of stakeholders, including customers, business partners, employees, local
communities, shareholders/investors.

Customers

Suppliers

Employees

Local communities
and NPOs/NGOs

Shareholders and
Investors

Sumitomo Electric Group

Administrative
(Government/
municipalities)

Global environment

Contribution to Stakeholders

To meet the diverse demands of our customers, we offer the most exceptional products
and services to customers around the world in the business segments of Automotive,
Infocommunications, Electronics, Environment & Energy, and Industrial Materials.

We have positioned “procurement as an operation that supports the foundation of our
business activities,” and based on mutual trust and cooperation with our Suppliers. we are
developing procurement activities that are fair, equitable, and considerate of the global
environment.

More than 280,000 employees support the business activities of the Sumitomo Electric
Group. In accordance with the Sumitomo Spirit of “Respect for Human Resources,” we
strive to develop a lively corporate culture, where diverse human resources can play an
active role and human resources can be nurtured.

The Sumitomo Electric Group has about 415 companies operating in about 40 countries
and regions around the world, and we aim to contribute to social and economic
development while respecting the culture and customs of each country and region.

In accordance with the “Basic Ideas Concerning Corporate Governance*,” we will
cooperate with our stakeholders, including shareholders and investors, to provide social
value and enhance corporate value over the medium to long term, and will strive to
disclose corporate information appropriately and ensure transparency.

In the course of our business activities, we will comply with all relevant laws and
regulations established by the governments and municipalities of Japan and other
countries and regions around the world. On the other hand, governments and
municipalities are also our customers to whom the Sumitomo Electric Group provides
products and services.

The Group promotes environmental management that positions environmental
conservation efforts as one of the most important management issues.

Examples of dialogue with stakeholders

Customer trade show

A scene when exhibiting under the theme of “Connected Society:
Sumitomo Electric Vision for Future Urban Development” at the “46th

Tokyo Motor Show 2019.”

Business Partners Meetings

Held annually as part of our strategy to strengthen relationships with
our business partners
*The event was cancelled in FY2020 as a measure to prevent COVID-19 infections.

Expectations for the Sumitomo Electric Group

@ Provision of products and services that are socially useful and safe
® Improving CS in all areas, including quality, cost, and delivery
® Provision of accurate and appropriate information concerning
products

@ Fair and equitable transactions
@ Support and cooperation for promoting CSR procurement

® Respect for human rights, personality, and individuality

@ Proper treatment of employees and human resources
development @ Creation of workplaces in which diverse human
resources can play active roles

@ Consideration for occupational health & safety and wellness

@Contribution to the respect and development of cultures and
customs @Prevention of accidents and disasters, preservation
of the environment @Cooperation and collaboration towards
solving environmental and other problems

@Provide work opportunities

® Maintenance and improvement of corporate value
@ Proper return of profits (dividends) @ Disclosure of corporate
information in a timely and appropriate manner

® Compliance with laws, regulations, administrative guidance, etc.

@ Payment of taxes @ Cooperation with various government
policies aimed at solving public issues

® Reduction of greenhouse gas emissions

@ Promotion of energy saving and recycling

® Reduction of the amount of hazardous waste and toxic
chemical emissions

Employee Group Global Awards Ceremony

*Events were held at multiple locations in fiscal 2020 as a measure to prevent COVID-19
infections.

Key dialogue method

® Dialogue through daily sales activities
® Newsletters, email distribution, websites
® Information exchange at trade shows, etc.

® Dialogue through daily procurement activities
@ Partners meetings
® Dialogue through business partner survey forms, etc.

® Lively workplace survey @ Internal and Group global newsletters
@ Intranet, president’s blog ® Management council by management
and labor @ Roundtable meeting with executives and employees

® Conducted “Let’s Read the Integrated Report” training

@ Participation in events and supporting traditional performing arts
@ Plant tours, facility openings, festival co-sponsoring

® Community contribution activities by employees @ Dialogue
through collaboration and support @ Stakeholder/Dialogue

® General meeting of shareholders @ Explanatory meeting for IR
financial results @ Investor visits, press relations @ IR website

® Dialogue through economic and industry associations

® \Various notifications and responding to surveys and
questionnaires

@ Consultation with competent authorities, public comments

® Compliance with various laws and regulations
® Environmental conservation activities in line with PDCA
® Stakeholder/Dialogue

Local community Inari Festival

Held annually at each production facility to celebrate the anniversary
of company’s founding and to pray for safety and prosperity.
*The local activities were cancelled in FY2020 as a measure to prevent COVID-19 infections.

*For information on our Basic Ideas Concerning Corporate Governance, please refer to our website. URL: https://sumitomoelectric.com/company/governance
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Social issues to focus on

The Sumitomo Electric Group identifies social issues to focus on by assessing their respective
importance to stakeholders and the Group. To address the social issues that we have identified, we will
contribute to the resolution of these issues through offering value through innovations that combine the
collective strengths of the Group and initiatives to strengthen our foundation. As a result, we will strive to

achieve sustainable growth for the Sumitomo Electric Group.

Verifi

L - B -~ 3 « 3§ ~ N - |

ication process

|dentification of social issues

Evaluation from the
perspective of the Sumitomo
Electric Group’s business
activities

Evaluation from the
perspective of our
stakeholders

Materiality analysis
(identification of key issues)

Approval by management

Materiality matrix

Importance to our stakeholders

We began by narrowing down the 169 targets of the SDGs, the Global Risks in Global
Risks Report 2020 and social issues that we ourselves were aware of. We then selected
issues that were in line with our business activities.

We evaluated the importance for the Sumitomo Electric Group to address each
issue based on our business strategies and the measures outlined in VISION 2022.
We evaluated this from the perspective of our three key areas— Mobility, Energy,
Communications—and from a corporate perspective.

We evaluated the importance of each social issue based on sustainability information
from business partners and the criteria of ESG surveys.

Through our evaluations, we identified social issues that are important both to the

Sumitomo Electric Group and its stakeholders. We then grouped similar issues together,

giving us 11 main issues that we needed to focus on.

The validity of our materiality analysis was checked at our management conference and
Board of Directors’ meeting, and the results were approved.

Social issues we need to focus on

Worsening global warming — «..cccoovvviiiiiiiiiiiiiiiii @ @
Depletion of resources «oceoeeveeiiieiiiiiiiiiiiiiiii @ @
Increasingly frequent and severe dlsasters e @ @
Disrepair and aging of social infrastructure --+.ccccoeoeeeiiiiiiien @
Increased need for safe and comfortable mobility and transportatlon R )
Increasing importance of open innovation  «eccccceieii @

Increasing importance of diversity and inclusion

Increasing importance of employee health and work accommodations
Cyberattacks and leakage of information ««+«-«eeeeeveeeeriiiiniiiiii.
Workplace safety and increase of workplace risks
More prevalent CSR risks in supply chain (human rights, etc.) — «««---+

LR X X X 2

Low

Importance to Sumitomo Electric

Values the Sumitomo Electric Group offers

We will continue to addressing those social issues marked with @ in “Social issues we need to focus on” (the list of social
issues identified in our materiality analysis) by providing the value we outlined in VISION 2022.

=Development of eco-friendly products that limit CO2 emissions

A healthier
planet for future
generations

mEncouraging use of renewable energy with smart energy systems
=Promoting recycling technologies and pursuing materials development less
dependent on scarce resources, driving resource-friendly practices

Car-to-car and car-to-road connectivity for a safer driverless society
Creating a secure urban environment with enhanced infrastructure durability
Increasing telecommunications security for safety and privacy

= Achieving faster data transmission through advanced infocommunication
technologies underpinning an loT-based society

A comfortable, =Providing technology that connects automobiles to society, liberating

eNlpreaselal=ias  transportation and increasing comfort

=Developing solutions that connect cars, houses, people, and communities,
enabling effective energy-sharing

Innovation by mobilizing the whole of Sumitomo Electric

Initiatives to strengthen our bases

We will help to solve the eight social issues marked with € in “Social issues we need to focus on” (the list of social issues
identified in our materiality analysis) by strengthening our three bases. We reclassified the initiatives for improving CSR
and adopting ESG that we set out in VISION 2022 and the initiatives we mentioned in our CSR Report to align with the
bases of our activities.

Pursuing measures to combat causes of global warming
I\/\anufacturing Streng_themng our response tovv_ards resource saving (reducing waste
emissions and promoting recycling)
Base Promotion of safe working conditions
CSR procurement (90% or more transactions within domestic group)

Promotion of Diversity Management (gender-parity and equal opportunity
Human Resources  employment. etc) ¢ formats and facilitation of sound
. . iversification of employment formats and facilitation of soun
and Orgamzatlon management practices
Base Strengthening the development of human resources (enhancement of
group and global training opportunities)

Strengthening of governance
Strengthening of disaster measures
Strengthening of information security

Corporate
Governance
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Social issues to be addressed

=\Worsening global warming

=Depletion of resources

=Increasingly frequent and severe disasters

=Disrepair and aging of social infrastructure

=Increased need for safe and comfortable
mobility and transportation

=Increased importance of open innovation

=Increasing importance of diversity and inclusion

=|ncreasing importance of employee health and work
accommodations

= Cyberattacks and leakage of information

=Workplace safety and increase of workplace risks

=More prevalent CSR risks in supply chain (human rights, etc.)

. 4

Management resources (input)

Production capital
Global manufacturing bases, independent R&D
centers

Consolidation
target ‘ ‘ Rab ‘

4]5 compames 3 domestic 2 overseas

(about 40 countries) bases bases

Knowledge capital
Diverse technologies and know-how accumulated
since our founding

R&D Expenditure Taregts

(22VISION, cumulative totat)‘ ‘ Retained patents ‘

600 vion e 22,436

Human capital
Diverse human resources spread globally

Number of employees ‘ ‘ Ratio of overseas employees ‘

286,784 85.1%

Ratio of female employees in the Group globally ‘

Social/relational capital

Group's collaborating partners

52.7

Relationship with stakeholders, including customers

I>Building relationships of trust with customers and business
partners through daily business activities
[>Relationship of trust built with the Sumitomo Electric

P> Contributing to local communities

Total amount of social contribution donations
(on a stand-alone basis)

Financial capital
Solid financial base to support sustainable growth

819,121 0usna yer

Shareholders’ ‘ ‘

Equity Ratio (%) DE Ratio ‘ ‘ Rating ‘

48.2% 0.42times AA AA-

(JCR)  (R&I)

Business activities/business model

-y
P N

Automotive

nfocommunications

Environment & Industrial
Energy Materials

~
~.___,—‘ A

Business activities Key areas

Communications

We will live in

a smart society
where everything
is connected by a
network.

Energy
Eco-friendly
energy will bring
about more
sustainable
societies.

The Three Bases (strengths
cultivated up to now)

Products (output)

Manufacturing Base

Diverse technologies developed
from our founding business of
electric cables

»P.49 Mobility

Human Resources and
Organization Base
Human resources based on the
Sumitomo Spirit

»P.55 Communications

Financial Base

A stable financial base
»P.61

Energy

PP.17.P.18

* CASE-A term used to describe trends in the automotive industry using, an acronym for Connected, Autonomous,

Shared, and Electric.

Governance structure for strategy implementation

(Corporate governance, compliance, risk management, etc.)

The Sumitomo Spirit and Sumitomo Electric Group Corporate Principles

The Sumitomo Electric Group has always conducted its business in harmony with the public interest, in line with the
Sumitomo Spirit. With its origins in Sumitomo’s copper business, the company has diversified its business based on the
connectivity and transmission technologies cultivated through the manufacture of wires and cables. To realize our ideal future
state as a “Glorious Excellent Company,” we will leverage our strengths and foundations, such as our accumulated technologies
and human resources, in our five business segments, while enhancing our resilience to changes in the social environment. In the
areas of Mobility, Energy, and Communications, we will continue to cooperate with various stakeholders to solve social issues
and enhance our corporate value over the medium and long term.

Our ideal future state of a "Glorious Excellent Company”

The value we provide to stakeholders Improving corporate value
A A Net Sales
A healthier planet for future generations ‘ ‘
Target(VISION 2022) Result(FY2020)

= Development of eco-friendly products that limit CO2 emissions . .
=Encouraging use of renewable energy with smart energy systems 31600 billon yen 219] 86 billon yen

=Promoting recycling technologies and pursuing materials development
less dependent on scarce resources, driving resource-friendly practices ‘ Operating income ‘

Target(VISION 2022) Result(FY2020)

230 billion yen ] ] 39 billion yen
Car-to-car and car-to-road connectivity for a safer driverless society

Creating a secure urban environment with enhanced infrastructure ‘ ROIC ‘
durability

Increasing telecommunications security for safety and privacy

] ] 9% or more 4. 6 %
A comfortable, growing society

Target(VISION 2022) Result(FY2020)

ROE
= Achieving faster data transmission through advanced infocommunication ‘ ‘
technologies underpinning an loT-based society Target(VISION 2022) Result(FY2020)
=Providing technology that connects automobiles to society, liberating
transportation and increasing comfort 8% or more 3.6%

=Developing solutions that connect cars, houses, people, and
communities, enabling effective energy-sharing ‘

Greenhouse gas reduction rate
(based on FY2018 levels)

Target(FY2030) Result(FY2020)
Contributing
to the SDGs Scopel+2* Scopel+2*
~ 30 2 15.3«
Scope3* Scope3*

A ]5% A7.0%

‘ Ratio of women in management positions ‘

(above the level of section chief)

Target(FY2021) Result(FY2020)

2 5% or more 2.4% or more

Strengthen our foundations and ability to create value to help solve social issues

*1 Scopel+2: Direct emissions of greenhouse gases by our Company itself and indirect emissions from the use of electricity, heat and steam supplied by other companies
*2 Scope3: Indirect emissions other than Scope 1 and Scope 2



17 SUMITOMO ELECTRIC GROUP Integrated Report 2021 Value Creation Process 18

Value Creation Process

Value provided through products

The products and services of the Sumitomo Electric Group firmly support people’s daily lives in ways E
that are not always apparent. ‘H'

Overhead conductors
Electricity is supplied around Broadband network systems and devices

the world through our

Redox Flow Battery POREFLON™ modules Optical fiber cables high-capacity, low-loss electric We play a central role in new communications

wires. These are used even in and broadcasting services, such as cable
Our redox flow battery This proprietary water We are the first in the areas with harsh conditions - et clent modems in Wi-Fi routers, which create a more
consists of non-flammable = treatment technology world to develop such as strong winds communication Gevices seamless information society.
mgterlals and elfectrolyte is helping to solve ultrah|.gh—f|ber—.count cables, and heavy snow. We are developing RF
with feature of fire safety water shortages essential for high-speed communication devices that
and long life operation. worldwide. broadband networks that id ibilities f
contribute to convenient High-voltage submarine cables provide more possibilities for

High-durabilit t teel
and comfortable daily life. These cables connect remote 5G*1 and loT*2. igh-durability prestressing stee

islands to the mainland, and — i
_ #1 The 5th generation in Contributing to enhanced durability
countries to each other, to communication systems of concrete structures and reduced
. *2 Internet of Things
provide a stable power supply. environmental burden, for

Also, these are essetial for sustainable social infrastructure.
= Offshore Wind Farm to

produce and transmit
green energy.
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These small circuits are contributing
! to the development of more
compact digital devices, such as

_ smartphones and tablets, with

more advanced functions.

They are widely used in motors

and coils for hybrid vehicles,
electric vehicles,

" home appliances,

and electronic devices.

These tools are used in production and
machining sites around the world for a
variety of cutting work such as cutting

and drilling of metal. g

Traffic control system

These systems use information
to connect people, automobiles
' . - ' / and society, helping to relieve
' Tab leads traffic congestion and build
These wiring harnesses use a lightweight ateways a safer mobility society.

aluminum alloy instead of copper, which o