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Top Commitment

Kengo Sakurada
President & CEO

Sompo Holdings,Inc.

The Group’s Operating Environment

A variety of social issues are emerging and increasing in complexity. These include the normalization of
natural disasters precipitated by climate change, such as the major hurricanes that struck North America last
year; geopolitical risks stemming from instability; human rights; growing disparity among regions; and the
evolution of digital technology. Japan, our home market, is facing a population decline and the rapid aging of
its society. Globally, meanwhile, international society is seeing a widening of the scope of its shared tasks,
such as the SDGs that the United Nations has established. The annual meeting of the World Economic
Forum, often called the Davos Forum, which | attend ever year, discusses solutions to such tasks. This
year’s discussion was themed on “Creating a Shared Future in a Fractured World.” Addressing social issues
through individual bodies is no longer practical. Governments, companies, and nonprofit organizations must
address issues by transcending existing boundaries and involving and coexisting with new organizations.

In this environment, significant threats to the Group not only include population declines and climate change
but also disruption of existing markets caused by digital transformation. For example, in the P&C insurance
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business demand for automobile insurance could decrease with the spread of self-driving cars. Also, forays
into the insurance industry by ICT-based companies could disrupt it dramatically. Thus, society is in an era of
volatility, uncertainty, complexity, and ambiguity, and | believe that the Group’s operating environment will
change significantly.

The Group’s Vision

To win out in such an era, the Sompo Holdings Group will move beyond the confines of its mainstay
insurance business and transform into a unique, progressive “theme park for the security, health, and
wellbeing of customers” that can “contribute to the security, health, and wellbeing of customers by providing
insurance and related services of the highest quality possible.”

Stakeholders sometimes ask about the concept behind the vision referred to by a “theme park for the
security, health, and wellbeing of customers.” | would explain as follow. Basically, the Group’s mainstay
insurance business allows customers to prepare for emergencies. Under the “theme park for the security,
health, and wellbeing of customers” vision, however, our goal is not only to mitigate the effects of accidents
or illnesses but also to help customers sustain their present happiness and, if possible, make them even
happier. In other words, we will maintain or make a positive contribution to customers’ quality of life. Theme
parks are places for having fun, being happy, and directly experiencing such things as rides and snacks. In a
similar way, we want to give customers a tangible sense of security, health, and wellbeing through the
products and services that we provide. For example, requiring nursing care is never a welcome development
for a person or his or her family. However, we want to help ensure that, if nursing care is required, customers
know that there are reliable places to which they can entrust the care of their loved ones and where these
family members can live happily. This is the sense in which we use the phrase “theme park.”

Transformation into “Theme Park for the Security, Health, and
Wellbeing of Customers”

Transformation and Ecosystems

What does transformation mean for the Sompo Holdings Group? It does not simply entail increasing scale,
becoming robust, or revamping the organization. Transformation means achieving qualitative evolution.
Accordingly, we will revolutionize our businesses by creating business models that depart from the past
completely. While optimizing digital technologies, capital, and other management resources, the Group will
reform its entire business portfolio. Rather than just focusing on collaborations among existing frameworks or
Group organizations, we will build ecosystems that link us to external partners with outstanding expertise and
potential. By influencing each other and heightening our capabilities as a whole, we will become a “theme
park for the security, health, and wellbeing of customers.” This will be the Group’s qualitative evolution, or
transformation.
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Indispensable elements for Transformation: Digital Technology x Personnel

We need two elements to realize transformation—digital technology and personnel. To convert the impending
digital transformation and disruption into an opportunity, we have to grasp trends in the world of digital
technology more quickly and take action beyond existing frameworks and business models. With this in
mind, we have established SOMPO Digital Lab in Tokyo and Silicon Valley, the United States. We have also
established a lab in Israel, which is in the vanguard of technology development. SOMPO Digital Lab is
advancing a range of leading-edge initiatives, such as developing digital technology applications for existing
businesses and venturing into the cybersecurity business.

While extremely important, being well informed about the latest technologies is in itself not enough to bring
about transformation. In the digital era, personnel are the most significant and the ultimate differentiating
factor. No matter how far Al or robotics progress, they will never be able to empathize or make decisions
about complex, unresolvable problems while taking into account broad perspectives. To put it another way, |
think that the roles of personnel will become even more important in the digital era. Emotional intelligence will
be the main attribute, and personnel with well-developed emotional intelligence will be the key drivers of the
digital era. Therefore, we will foster many emotionally intelligent personnel while diversifying our workforce by
developing or hiring personnel with professional competence or rare talents. These personnel will drive our
transformation.

| believe that our initiatives in this regard will create new value, enable us to see social issues as
opportunities, enhance long-term corporate value, and help realize a sustainable society.

Progress under the Mid-Term Management Plan

Through the five-year Mid-Term Management Plan that began in fiscal 2016, the Sompo Holdings Group will
realize transformation into the type of organization that | have been outlining.

The current fiscal year is the plan’s third fiscal year. We will further evolve the foundations that we have built,
achieve benefits steadily, and accelerate initiatives to realize a “theme park for the security, health, and
wellbeing of customers.” Also, at an early stage in the period from fiscal 2020 onward we want to attain a
business scale and capital efficiency on a par with the level of the top 10 global publicly listed insurance
companies. Specifically, we are targeting adjusted consolidated profit of over ¥300.0 billion and adjusted
consolidated ROE of over 10.0%. To these ends, with stable earnings generation and a robust capital base
as foundations, we will establish a continuous growth cycle by increasing the profitability of existing
businesses and realizing investment opportunities through the transformation of and collaboration among
businesses.

In fiscal 2017, adjusted consolidated profit declined ¥20.5 billion year on year, to ¥162.7 billion, reflecting the
effects of natural disasters, such as the hurricanes in North America, and large-scale accidents in Japan and
overseas. In fiscal 2018, however, we expect adjusted consolidated profit to reach a record ¥220.0 billion*
thanks to higher earnings from businesses.
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Regarding returns to shareholders, in fiscal 2017 we increased dividends per share by ¥20 year on year and
implemented total share buybacks of ¥39.1 billion, thereby realizing our medium-to-long-term target of a total
payout ratio of 50% for the fourth consecutive year. Moreover, in line with earnings, we expect to increase
dividends for the fifth straight year in fiscal 2018.

During the two fiscal years since launching the Mid-Term Management Plan, the initiatives of each business
have made solid progress. Going forward, we will continue to steadily implement strategies aimed at realizing

a “theme park for the security, health, and wellbeing of customers.”

The Domestic P&C Insurance Business

We aim to sustain growth by revising business processes developed over many years and reforming a
corporate culture that has a 130-year history. We are innovating to grow existing businesses and create new
value. As well as using Al, robotic process automation (RPA), and other digital technologies to increase
productivity, we are partnering with progressive companies outside the insurance industry to develop mold-
breaking products and services.

The Domestic Life Insurance Business

By rolling out “Insurhealth,” which integrates traditional insurance services and health care, we are offering
new value and transforming into a health support enterprise that aids people in leading healthy lives. More
specifically, we established the health service brand Linkx (pronounced “link cross”). Under this brand, we
have launched new type income compensation product, which reduces the premiums of customers whose
health improves and provides them with a reimbursement of the difference between the former and reduced
premiums dating back to the time of policy enroliment. Through such products and services, we will offer new
value in the form of health maintenance and promotion.

The Nursing Care & Healthcare Business

Thanks to a steady rise in the occupancy rate, this business achieved its goal of moving into the black in
fiscal 2017. Also, we will simultaneously heighten service quality and reduce costs through the merger of the
two main operating companies, which we began implementing in July 2018". In addition, anticipating the
rapid aging of society, we are taking measures to extend healthy life expectancy. As part of these efforts, we
have established the basis for industry—academia—government partnerships tasked with reducing and
preventing dementia. Thus, our focus will not just be on growing the Group but on addressing social issues
and helping make “Japan, an affluent country that can boast to the world of a long and quality life.”

* Former Sompo Care Message Inc. and Sompo Care Next Inc. merge to Sompo Care Inc.

The Overseas Insurance Business

In developed countries, we have completed a reorganization centered on Sompo International, acquired in
March 2017, and this effort is already bearing fruit. For example, our underwriting has become more
sophisticated. Also, we have established AgriSompo, which is rolling out crop insurance globally. Further, we
intend to build a platform that encompasses insurance businesses in the retail fields of emerging markets.
We are building the world’s first truly integrated global insurance platform.
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m Domestic PEC Insurance Domestic Life Insurance = Nursing Care & Healthcare
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{Actual) {Actual) {Actual) (Forecast) (after FY2020)
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profit * billion yen billion yen billien yen billion yen (300.0 billion yen level)
Adjusted
consalidated 6.9% 7.6% 6.4% U Over 10.0%

The Group’s previous numerical targets for fiscal 2018 under the Mid-Term Management Plan announced in November 2016

were adjusted consolidated profit of between ¥220.0 billion and ¥230.0 billion and adjusted consolidated ROE of over 8.0%.
* For details regarding ROE,please refer to the link below.

P Definition of Adjusted Consolidated Profit, Etc. ( ©a PDF/187KB)
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Group CSR Strategies

Group Management Philosophy

We will at all times carefully consider the interests of our customers when making decisions that shape our
business. We will strive to contribute to the security, health, and wellbeing of our customers and society as a
whole by providing insurance and related services of the highest quality possible.

Group CSR Vision

We, the Sompo Holdings Group, will positively engage our stakeholders in forward-looking dialogue, respect
international standards and codes of conduct, and address environmental issues of climate change,
biodiversity, and social issues of human rights and diversity in the course of our business operations in a
transparent, fair, and open manner.

By constantly maintaining a long-term outlook, and by providing services and products that contribute to
security, health, and wellbeing, we will strive as a solution provider to promote the realization of a resilient
and sustainable society.

P CSR Initiatives

CSR Material Issues

In order to provide our customers the best quality of services that contribute to their security, health, and
wellbeing, and to contribute to society, we identified five material issues. To address these material issues,
we identified our Three Key Strengths.
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P CSR Materiality

Value Creation Process

The Sompo Holdings Group will reform existing business models as well as its entire business portfolio by
leveraging digital technologies and developing new businesses and services.

By creating new value through transformation into a “theme park for the security, health, and wellbeing of
customers,” we aim to help realize a resilient, sustainable society.
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Featured Topic 1: Nursing and Healthcare Initiatives

Our Unique Nursing Care Business Working to Address Social
Issues

Nursing Care & Healthcare Business is one of the four main businesses domain involved in our “theme park
for the security, health, and wellbeing” strategy. On July 1, 2018, four Group nursing care operating
companies merged*1 and are working to help make “Japan an affluent country that can boast to the world of
a long and quality life” under a new organizational structure. We are striving to provide the highest quality
nursing care services taking advantages of the strengths acquired by our insurance business.

Yasuki Kume (Left) Hideto Kawakita (Right)

Sompo Care Inc. CEO, International Institute for Human
General Manager, Innovation for Aging & Wellness Organization and the Earth (IIHOE)
Department , Sompo Holdings, Inc. Publisher, Socio Management Review

CSO, Executive Officer, Sompo Care Inc.
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Dialogue: Our Unique Nursing Care Business Contributing to
Solving Social Issues

We have included third party comments from Mr. Hideto Kawakita in our CSR Communication Report since
2001. In continuation from last year, we shared our going forward issues in nursing care business initiatives
with Mr. Kawakita. (Date of dialogue: July 3, 2018)

Kume: On July 1, 2018, four nursing care operating companies in
the Sompo Care Group merged to form Sompo Care Inc. Following
discussions between frontline workers and management prior to the
merger, we formulated a management philosophy that respects the
human dignity and rights of the elderly, their families, and all
employees. We also established action guidelines based on key
words of “support self-reliance and improve QOL through customized
care,” “pursue ‘joy of eating’ to ‘boost vitality’,” “build teamwork and
trust relationships,” “deepen involvement in communities,” and
“‘compliance.” We made a card that lists our management philosophy
and action guidelines and distributed it to all employees so that they
can refer to them at any time, promoting their understanding of these
basic guidelines and further integration of Group companies.

In advance of the merger, in April 2018, we introduced a regional

headquarters system and assigned an employee to take charge of

each regional headquarters. We adjusted the organizational structure
away from a hierarchical structure for each type of service, such as traditional facility nursing care and home
nursing care, to a structure that lets us respond to individual conditions and changes in each region speedily
from a customer’s perspective, thus creating an environment that can offer a full range of highest quality
nursing care services.
Following the opening of the Sompo Care University in Tokyo, we opened a second university in Osaka in
April 2018. Sompo Care University is a place to advance human resource development in an environment
that imitates the actual working conditions, providing nursing care training to employees from all perspectives
of knowledge, skills and psychology. We have engaged in various initiatives in preparation for the launch of
the new company. For example, we established a President’s Award to raise employee motivation while
holding joint events, including a welcoming ceremony for new employees, a cooking contest, and a Sompo
Care Grand Prix Final (presentation of case studies), that were previously organized separately by each
company.

Kawakita: It would be good if the criteria for the President’s Award selection are based on the new action
guidelines. You need to consider whether to evaluate achievements or enthusiasm, and | think it is also
important to award employees who have contributed to making workplace more comfortable.
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Kume: Next | would like to discuss our measures for dementia. We set up a Dementia Project Office in July
2017 for contributing to solving issues surrounding our super-aging society. In September 2017 we
concluded a comprehensive alliance agreement with the National Center for Geriatrics and Gerontology and
we are working to realize measures for dementia. One of the projects is joint research to analyze the
correlation between the deterioration in cognitive functions among elderly drivers and the incidence of
automobile accidents, aiming to understand the relationship between cognitive impairment and accidents.
We will continue to engage in research to develop and offer services that contribute to safe driving and
extending the driving years of the elderly.

From October 2018, we will offer a SOMPO Egao Club (SOMPO Smile Club) dementia support service that
aims to help detect cognitive decline or Mild Cognitive Impairment (MCI) early as well as help prevent
cognitive impairment. The main services offered as part of the SOMPO Egao Club will be to provide basic
knowledge and information on dementia, to offer checking tools for cognitive capabilities, and to introduce
services to prevent cognitive decline and services related to dementia care.

As a Group, we would like to eliminate misunderstandings or prejudice against dementia by promoting a
correct understanding and to build a society that strives to prevent dementia and support people, even if
diagnosed with dementia, to continue living with dignity as individuals.

Kawakita: Focusing on the driving years of the elderly under the
comprehensive alliance agreement makes sense to me. There are
two points here, using ICT and extending healthy life expectancy. The
way you’re approaching Al seems quite characteristic of your Group
and efforts for the early detection of dementia are also very important.
Use of Al will likely become more sophisticated in electronic nursing
care records. During a recent dialogue with the Sompo Japan
Nipponkoa’s administration division, | learned that the introduction of
Robotics Process Automation (RPA)*2 has cut the time for arranging
company housing for employees by about 90%. | want you to create
the new standard in Japan by digitalizing nursing care data and using
Al to formulate basic care plans, as well as adopting digital ICT and Al
technologies in other aspects of your operations.

| also expect you to work harder than any other company in disaster

preparedness for nursing care providers by using knowledge and

experience you have accumulated from the non-life insurance. | hope

you will build a risk management platform through your insurance business to raise business continuity
planning (BCP) capabilities of nursing care facilities, such as ensuring the safety of facilities and employees.
I look forward to synergy between disaster preparedness and nursing care.

One of your advantages over your competitors is the social interface as an open platform. Why not
collaborate and share the knowledge you have accumulated at Sompo Care University with house builders
or other companies?
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Kume: Thank you for your advice. We are also involved in the home nursing care business and | am keen to
offer knowledge and experience of our nursing care that can be useful for the general public, so | will
certainly consider your suggestion.

Furthermore, we are working with start-ups to develop next-generation services and to create new value. For
example, we run a start-up business competition that looks for ideas on nursing and healthcare services for
the elderly. The winners are given an opportunity to demonstrate and experiment with their business ideas at
Sompo Care Group nursing care facilities.

Kawakita: Finally, I'd like to make one more suggestion. | would like to see Sompo Care University has a
policy research function. | believe that only you can do this and hope that you will propose policies as a
research institution run by a nursing care provider.

Kume: Thank you very much.

*1  Sompo Care Message Inc., Sompo Care Next Inc., Japan Care Service Corporation, Planning Care

Corporation
*2  Automation technology for administrative and other tasks
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Featured Topic 2: Realizing a Sustainable Society and
Growth through ESG Investment

Dialogue: Realizing a Sustainable Society through ESG Investment
-- Aiming for a Sustainable Investment Chain

We have included third party comments from Mr. Hideto Kawakita in our CSR Communication Report since
2001. Mr. Kawakita shared his thoughts on ESG investment by Sompo Japan Nipponkoa Asset
Management, our Group company, and their underlying responsibility as an institutional investor, as well as
on issues to be tackled in the future. (Date of dialogue: June 7, 2018)

Hiroyuki Yamaguchi (Left) Hideto Kawakita (Right)
President and CEO, Sompo Japan Nipponkoa CEO, International Institute for Human,
Asset Management Organization and the Earth (IIHOE)

Publisher, Socio Management Review
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Yamaguchi: Sompo Japan Nipponkoa Asset Management has a history spanning more than 30 years since
its establishment in 1986. We started out by offering investment advice to owners of assets such as pension
funds, and for many years have been providing investment products with particular emphasis on mid- to
long-term focused investment approach that takes ESG (Environment, Society and Governance) elements
into consideration.

Looking at the balance of entrusted assets over the past few years, while the balance among retail
customers who have strong tendency to seek returns on investments from a short-term perspective is
stagnating, we see a steady increase in the balance of those assets of institutional investors in Japan and
abroad that focus on a mid- to long-term perspective.

We strive to be the most customer-oriented asset management company in Japan. | believe this implies that
we should grow into a company that offers the highest quality investment products and services that
contribute to clients’ mid- to long-term asset formation.

Of our basic management policies, in addition to the pursuit of service quality, we place particular importance
on the fulfillment of our social responsibilities. We strive to promote ESG investment that focuses on the mid-
to long-term perspectives, rather than merely offering investment products, and help solve investees’ and
social issues as well as the sustainable development of the capital markets, society, and the economy as a
whole. | think it is fair to say that fulfilling such social responsibilities as an institutional investor will become
increasingly important.

Kawakita: It is highly likely that as Japanese people live longer more emphasis will be placed on asset
formation from a long-term perspective. As with working longer and being healthy, it is important to train
people in their 30s and 40s to acquire financial literacy skills to understand corporate value for long-term
asset formation.

Yamaguchi: Compared to the situation in the U.S. where | used to
live, | sense a strong tendency among individual investors in Japan to
make decisions and engage in investment activities in the market from
a short-term perspective. For example, in the U.S. many parents
educate their children that buying stock is akin to participating in
corporate management. Encouraging people to take an interest in the
investee companies from a young age is said to lead to their
continued retainment of stock in the long-term. In Japan, on the other
hand, | sense that individual investors often trade for speculation
purposes, focusing solely on stock price.

Kawakita: | sincerely hope you will transmit ideas on value creation to
change that mindset. When the Stewardship Code was revised 1, |
started asking company executives their value creation stories for
improving the sustainability of their company and society as well. |
hope you will have a deeper discussion with investee companies
about value creation from an environmental and social perspective
through a dialogue with them. Thinking about the market structure in the 2020s, at a time when an aging
society and a population decline will be ongoing, value creation will depend on whether you believe that
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Japan has too many issues or that Japan has opportunities worth tackling. Also, it is important to consider
how you inform the market about such value creation.

Yamaguchi: My understanding is that excess earnings*2 are not directly created by the management
company but occur in the process of convergence in the market price of the investee company with its
intrinsic investment value. Consequently, management companies play a role as a bridge between clients
and companies in the investment chain. On the other hand, we must consider ESG factors appropriately
when evaluating the investment value of the investee company. For example, if an investee company
declares CO2 reductions, we ask their IR staff the extent to which such reductions in CO2 will link to
corporate value creation and the impact on their key performance indicators (KPIs).

Kawakita: This year the world media and other
organizations such as the United Nations are focusing
on environmental pollution caused by plastic. | expect
asset management companies to give high ratings to
companies that develop products to help resolve such
issues and it will also contributes to raise their stock
prices.

Yamaguchi: The impact on stock prices will be

greater if Japanese companies disseminate

information with an awareness of how ESG factors

link to the creation of corporate value. | think that the ability of IR staff to offer such explanations will become
more and more important in the future.

Kawakita: I’'m glad | had this opportunity today to ask about the Sompo Holdings Group’s initiatives as an
institutional investor. | hope you will encourage ESG initiatives by investee companies while disseminating
appropriate information so that more and more investors can judge corporate value from a long-term
perspective.

*1 Refers to the revised Japan’s Stewardship Code that sets forth various principles as responsible
institutional investors, which was published by the Financial Services Agency in May 2017.
*2 Refers to earnings that exceed the benchmark.
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Featured Topic 3: Climate Initiatives

The Growing Threat of Climate Change

There are growing impacts of climate change on society, including more frequent natural disasters and
extreme weather events. It was in this context that the Paris Agreement was adopted in December 2015 at
the 21st Session of the Conference of the Parties (COP21) to the United Nations Framework Convention on
Climate Change. Also, the UN Sustainable Development Goals (SDGs) adopted by international consensus
in September 2015 to address numerous challenges which global society is facing include Goal 13 (Climate
Action), calling on stakeholders to "Take urgent action to tackle climate change and its impacts.”

To address climate change to date, we have mostly been working to reduce greenhouse gas emissions in
order to "mitigate" the advance of climate change. But it is impossible to avoid the impacts of GHGs that
have already been emitted, so there is a growing need for initiatives to "adapt" to the climate change by
reducing the impacts of increasing natural disasters and deteriorated water resources, and other measures.
In particular, corporations are being called upon to engage in adaptation initiatives, and developed countries
are expected to bolster assistance for developing countries.

Our Climate Adaptation and Mitigation Efforts

The intensification of natural disasters by climate change can impact the Group’s ability to continue providing
insurance sustainably, as it causes insurance payments to rise, and with them, higher insurance premiums.
Meanwhile, increases in the need for products and services to address climate risks could lead to the
emergence and expansion of new insurance markets.

As a corporate group dedicated to providing “security, health, and wellbeing,” we have established Group
CSR Vision, Group Environmental Policy, and Group Sustainable Procurement Policy to address climate
change. Also, having defined “Promoting the Manageability of Global Environmental Issues” as our Material
Issue 3, we are dealing with climate adaptation and mitigation throughout the value chain. By providing new
solutions, we will contribute to developing a sustainable society.

P Promoting the Manageability of Global Environmental Issues

Milestones in Our Initiatives for Climate Change
For climate mitigation, in 1997 we became the first financial institution in Japan to acquire ISO 14001
(environmental management system) certification, and since then have been working on energy saving and

conservation efforts through the PDCA cycle for constant improvement, as well as advancing sustainable
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procurement and other environmental initiatives. In 1998, we started offering consulting services through
Group companies to support environmental management systems, making use of our experience and know-
how. In 2013, we established mid- to long-term group-wide greenhouse gas (GHG) emission reduction
targets of 40% by fiscal year 2020 and 70% by fiscal year 2050 compared to fiscal year 2002 levels, and
have strived to reduce our environmental impact throughout the value chain while developing energy and
resource conservation initiatives. As a result, due to successfully meeting our target for fiscal year 2020 in
fiscal year 2016, we established new mid- to long-term targets that aim for a 21% reduction by fiscal year
2030 and a 51% reduction by fiscal year 2050 compared to fiscal year 2017 levels across the Group. We are
committed to further mitigation of climate change.

As for climate adaptation, we started an innovative effort in the industry in 2007 in cooperation with the Japan
Bank for International Cooperation (JBIC) and others, promoting research into climate risk financing
mechanisms. In 2017, Sompo International Holdings announced setting of AgriSompo, an integrated platform
to provide agricultural insurance across the globe. AgriSompo delivers a unified underwriting approach with
shared expertise and technology across a range of products to farmers, agricultural insurers and a wide
variety of other agri-businesses. Besides this, in collaboration with research institutions we are developing
disaster risk assessment methods that are increasingly important due to climate change, and are working to
provide new solutions such as flood risk assessment models for Japan and other Asian countries.

Our Products and Services to Contribute to Climate Adaptation

Sompo Japan Nipponkoa Asset Management offers a socially responsible investment (SRI) fund to promote
investment in companies that proa