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Path1Business Revitalization

Simultaneous pursuit of social, environmental and economic interests—
that is one of the most important themes for Sumitomo Trust’s CSR.
Utilizing our capabilities as a financial institution, we produce and develop
new financial businesses that will contribute to address the diverse prob-
lems facing contemporary society, such as escalating global warming and
rapid aging of the population with low birthrates. Through these CSR initia-
tives, we contribute to both the sustainable growth of society as well as the
improvement of our corporate value.
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Comment from the Officer in Charge of Promotion

A full four years has now past since we began what we called our “CSR year zero” in
2003. Recently reports about CSR have been appearing in newspapers and other media
on an almost daily basis. The need for us all to make a united effort to tackle CSR issues
in order to achieve sustainable growth is now widely recognized the world over, and the
various technologies applied and undertakings being made to this end by Japanese
companies are gaining widespread publicity.

At Sumitomo Trust, we believe that a company that carries out CSR properly
reduces its various business risks, and conversely is able to gain new opportunities. This
is why in 2003 we began our SRI fund business which targets excess earnings with a
focus on CSR. Starting with corporate pension funds, we have developed and launched
our publicly offered mutual fund for retail investors “Sumishin SRI Japan Open Fund”
(nickname: Good Company) and SRI funds available via the Postal Savings, and these
funds are achieving results with steady increases in net assets and improved operating
results. Sumitomo Trust will continue to fulfill its role as a financial products in the future
through the further improvement of its SRI products focused on CSR, which can be justly
described as a “business revitalization” in the mutual fund investment field.

Shinya Sato
General Manager, Equity
Investment Department 

Comment
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Progress and Results for Fiscal Year 2006
1. Promotion of Eco-Trustution  

Fiscal year 2006 was a year in which our engagement with
environmental finance business became even more intense.

To help identify those financial products and services that we
have developed to eliminate or ameliorate environmental prob-
lems, we have coined the term “Eco-Trustution,” a combination of
“Eco,” “Trust” and “Solution,” which describes “solutions to ecological
problems by using the functions of trusts.” Also, by restructuring the
in-house positioning of our various financial products, we have
clarified the fields in which we are going to develop products and
services in future.

2. Compilation of a Nursing Home Database  
In March 2007, a database containing the business details of

some 1,400 fee-based nursing homes across Japan was completed that
enables comparative reviews of these facilities. Work for the database
has been outsourced to the Social Welfare Research Corporation.
This database contains such information as the details of services, size
and fee structure of these facilities, as well as the managing organiza-
tion’s financial standing. Based on this content, it also includes original
ratings information that reflects our comprehensive evaluation of
each facility’s potential and fullness of nursing services. Sumitomo
Trust intends to put this information to use for its customers.

3. Development of the SRI Fund Business  
Sumitomo Trust’s Socially Responsible Investment (SRI)

funds, which we initiated at around same time as we began our
CSR activities in July 2003, are among our most important financial
products. Since that time, SRI funds have accumulated a consider-
able balance under management to the total amount of approxi-
mately 90.5 billion yen as of the end of March 2007. Also, based on
its favorable operating results, “Sumishin SRI Japan Open Fund”
(nickname: Good Company) received the Fund of the Year award
for excellence from the investment information service Morningstar
for the second consecutive year.
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Financial Organizations Need to Participate
Actively in Addressing Environmental Problems

With global warming at the head of the list, environmen-
tal problems are growing increasingly serious. Moreover,
one of the difficulties involved in taking effective measures
is that there are real conflicts of interest between economic
activities and environment-conscious activities, and that
such measures have in the final analysis to be left to the
discretion of individuals, whose actions are often beyond
the reach of government regulations.

In this situation, strong expectations are arising that
financial organizations, through their financial intermediary
functions, will take an active part in solving environmental
problems by developing and providing financial products
that balance economic rationality against environmental
considerations, and which promote changes in the behav-
ior of corporations and individuals alike by making
available appropriate financial functions and information.

Sumitomo Trust’s Contribution with “Eco-Trustution”
Path 1 of Sumitomo Trust’s CSR activities (Business

Revitalization) is aimed at creating a financial business that
contributes to effecting solutions to social issues, and in
particular, contributes to addressing environmental issues
as a theme which we regard as an extremely important task.

Particularly with regard to the global warming issue,
we are proceeding with the development of products,
investments and loan financing while placing top priority on
the development of financial mechanisms that contribute to
energy saving and renewable energy use in Japan.
Furthermore, we are developing a mechanism whereby
businesses can purchase greenhouse gas emission credits
easily, and we are also promoting responses to environmen-
tal problems other than global warming, such as soil
contamination and industrial waste treatment. In this Special
Feature we present specific financial products and services
of Sumitomo Trust’s Eco-Trustution, which provide solutions
to environmental problems by using the functions of trusts.

1. Development and Promotion of Financial Products 
that Contribute to Solving Global Warming

Sumitomo Trust’s Eco-Trustution

(1) Preferential Rate Loans for Environment- 
Friendly Housing

Greenhouse gas emissions from ordinary households show no
sign of bottoming out. Over the past several years, Sumitomo
Trust has been promoting this important theme by providing prefer-
ential rate loans for environment-friendly housing. For example, in
2004, we introduced a housing loan product that provides preferen-
tial interest rates for houses equipped with solar power generation
systems. Thereafter, the scope of these products was expanded to
include all-electric houses (those whose only power source is electricity)
and houses that incorporate energy-efficient gas equipment.

Also, in October 2005, we developed and began offering preferen-
tial rate loans with a maximum discount of 1.2% linked to the  Apartment
Environmental Efficiency Label Program*1 for large-scale condomini-
um projects as a part of the Tokyo Environmental Finance Project*2.

The loan product developed by Sumitomo Trust assesses each of
four criteria (assessed on a three-point scale) required for disclosure
under the above program, namely: 1) building insulation, 2) energy
efficiency of equipment, 3) building life expectancy, and 4) green
space. Preferential interest rates are applied based on the assessment,
done in a stepwise fashion, of these criteria. Specifically, a star is
applied for each grade of the criteria met, and for each star Sumitomo
Trust applies a preferential interest rate discount of 0.1%, up to a
maximum discount of 1.2%. The system was designed so that buyers

can buy condominiums with higher environmental performance more
easily. Incidentally, this product has been highly evaluated by the
Tokyo Metropolitan Government, which awarded it the Governor’s
Award at the 2006 Tokyo Metropolitan Environmental Awards. 
*1 Apartment Environmental Efficiency Label Program requires developers to

meet certain obligations for new construction or add-on construction of
condominium buildings with a total floor area exceeding 10,000 square
meters. In addition to submitting a Building Environmental Plan to the Tokyo
Metropolitan Government, which details environment-friendly measures,
developers must include labeling in their advertising that indicates condo
ratings in each of the four criteria described above.

*2 In a project initiated in January 2005, Tokyo Metropolitan Government appealed
to financial institutions, asking for “the development of financial products
promoting environmental measures among corporations and individuals.”

Programs designed to rate the environmental performance of con-
dominiums are also spreading to other areas outside of Tokyo. In
October 2006, Kawasaki City in Kanagawa Prefecture launched a simi-
lar environmental labeling program, called the Comprehensive
Assessment System for Building Environmental Efficiency (CASBEE)
program*3. Sumitomo Trust was first on the market to launch a
CASBEE-linked housing loan product, introducing it to coincide with
the program launch. This housing loan product has drawn a great deal
of attention including discussion by a government advisory council. 
*3 Comprehensive Assessment System for Building Environmental Efficiency

(CASBEE) program: developed by the Ministry of Land, Infrastructure
and Transport and leading experts, the program is aimed at reducing envi-
ronmental impact through improvements to the environmental performance
of buildings.
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(2) Environment-Friendly Project Finance 

Sumitomo Trust is involved in helping to finance environment-
friendly projects centered on renewable energy-related initiatives
such as biomass ethanol production businesses and wind power
generation businesses. For instance, in fiscal year 2006, we began a
new kind of undertaking with the financing of Nakasode Clean
Power, a gas-fired combined-cycle power plant. As of the end of

March 2007, we have been
involved in project finance
transactions for a total of 15
environment-friendly projects
with a total outstanding bal-
ance of approximately 19.5
billion yen.

(1) Research for the Environmental Value
Added on Real Estate

In addition to increasing real estate income by reducing energy
utility costs, improving a building’s energy conservation capabilities is
considered to raise the value of the building by 1) lowering the
depreciation ratio by increasing the building’s useful life, 2) reducing
the risk to the environment from the emission of harmful substances,
and 3) improving the brand image. In the United States, actual
examples of improvements in real estate profitability for certified envi-
ronment-conscious buildings (green buildings) have already begun
to appear in the shape of rising occupancy rates and higher rents.

In 2005, Sumitomo Trust began research into methods of reflecting
the environmental value of real estate in the appraisal valuation, and
in March 2007, the Trust Sixty Foundation* participated in the

“Workshop of Environment Value Added on Real Estate.”
Under the chairmanship of Professor Tomonari Yashiro of the

Institute of Industrial Science, The University of Tokyo, this
workshop featured multilateral discussions among construction
companies, energy conservation enterprises, advertising agencies,
environmental NGOs, etc. as its members, with the Ministry of
Land, Infrastructure and Transport and Tokyo Metropolitan
Government as observers. The discussions of this workshop were
summarized in the report “The Added Value of Sustainable Real
Estate and its Diffusion and Promotion Business.” 
* Trust Sixty Foundation is an incorporated foundation established in 1987 in

commemoration of Sumitomo Trust’s 60th anniversary. Its goals are to con-
duct surveys and research regarding trust systems and provide support for
such academic activities, and it has recently been conducting research in the
field of CSR as well. In fiscal year 2006, in addition to the above workshop, the
foundation conducted research on the contribution of financial institutions to
the global environment under the Kyoto Protocol. 

2. Establishing a Mechanism for the Promotion 
of Environment-Conscious Real Estate (buildings)

Relationship Between Enhanced Environmental Added Value and Enhanced Real Estate Value

Enhancing real
estate value

Expected benefits
Energy conservation planning 
(reduced utility costs)

Avoidance of toxic materials 
(lowered risk of reduced income)

Extended property lifespan 
(lowered depreciation ratio)

Creation of an environmental brand 
(improved occupancy ratio)

Price of
real estate Contribution to

decline in yield

Contribution to
increase in net income

Real estate yield

Net income generated by
real estate

Environmental value
added on real estate

Nakasode Clean Power
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Otsuki Wind Farm Otsuki Wind Power Corporation
(Shareholder: Green Power
Investment Corporation)

Project Client

The construction of wind power facilities with
12,000kW (1,000kW windmills x 12) of generation
capacity in Otsuki Town, Hata County, Kochi
Prefecture, and the sale of the electricity generated
over 17 years.

Outline

1.54/1.96

Sumitomo Trust investment
amount/total amount
unit: billions of yen

November 2006

Nakasode Clean
Power

Nakasode Clean Power Co.,
Ltd. (Shareholder: The First
Energy Service Company,
Limited)

The construction of a gas-fired combined-cycle
power plant with 100,000kW of generation capacity
in Nakasode, Sodegaura City, Chiba Prefecture,
and the sale of the electricity generated to specified-
sized electric power suppliers Marubeni Corporation
and The First Energy Service Company, Limited
over 15 years (the fuel is natural gas). 

7.65/7.65 March 2006

Undertaking period
(signing)
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(2) Participation in the UNEP FI Real Estate Working Group

In recent years, the importance of environment-consciousness
in the real estate sector has rapidly been receiving greater emphasis
overseas as well. Attention has been rising towards global warming
countermeasures, as exemplified by the Fourth Assessment Report
and Working Group III Report of the Intergovernmental Panel on
Climate Change (IPCC), issued in May 2007, which indicated
that the benefits of minimum cost on minimum emissions for
buildings are large.

In response to these trends, in 2006 the United Nations
Environment Programme Finance Initiative (UNEP FI) estab-
lished a working group concerned with real estate. With the partici-
pation of leading western financial organizations and institutional
investors, this group started research into promoting Responsible
Property Investment (RPI), meaning property investment that
safeguards economic efficiency while also taking environmental
and social needs into consideration.

Sumitomo Trust also participated in this working group in
June 2007, making active statements such as those concerning the
introduction of best practice models in Japan. Additionally, before-
hand in March 2007, we participated in the Vancouver Valuation
Summit, an international conference held in Vancouver to discuss
environmental value standards for buildings. In the future, we plan
to present relevant information on this from Japan at a wide range
of similar international forums.

Sumitomo Trust is considering ways of applying the results of
the above studies in other fields beyond the architecture consulting*
and loans for environment-friendly housing that we have already
developed, such as in the development and promotion of even
more versatile financial products and services including appraisal
services and fund businesses.
* Consulting on energy saving, landscaping, lengthening building life and the

adoption of the recycling system at the structural design stage of buildings and
other properties. The Architecture Consulting Department was established in
June 2006 to reinforce this consulting business.

(3) Development of Financial Mechanisms for Promoting
Energy Conservation in Tenant Buildings

It is said that the amount of CO2 emissions originating in
buildings, including the portion derived from producing the elec-
tricity used indoors, accounts for half of all CO2 emissions. In par-
ticular, the amount of CO2 emitted from commercial buildings has
increased remarkably, with an overall rise of 42% between 1990
and 2005. Accordingly, the lack of progress in energy conservation
in this field has become one of the major issues in Japan’s global
warming countermeasures. In addition, it is said that among com-
mercial buildings, and especially in the case of tenant buildings,
incentives for promoting energy conservation are weak as even if an
owner makes an investment in facilities and installs energy saving
equipment, direct energy saving benefits only accrue to the owner
for common areas.

For the above reasons, Sumitomo Trust is proceeding with
research into financial mechanisms that promote energy saving
through the cooperative efforts of owners and tenants in the form of
a limited liability partnerships (LLP) and other arrangements by
obtaining grant aid from NEDO (New Energy and Industrial
Technology Development Organization), which is an independent
governmental agency. We are conducting this research together
with Building Performance Consulting, Inc., S-net Co., Ltd. and
Arata Sustainability, Co., Ltd.

Energy Conservation Promotion Mechanism (LLP Structure)

Energy Management LLP
(limited liability/

pass-through taxation)

[Owner]

Pays the energy costs 
for common areas 
(set base line)

[Tenant]

Pays the energy costs 
for specific areas 
(set base line)

[Owner]

Profit/loss dividend 
based on common area 
cost reduction amount 
(members’ levy)

[Tenant]

Profit/loss dividend 
based on specific area 
cost reduction amount 
(members’ levy)

ESCO businesses

Energy conservation 
for buildings
(guarantee a fixed percentage 
 of energy conservation)

Financial institutions

Financing for 
energy conservation 
construction business
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(4) Support for Contaminated Land Purchase and
Revival Fund

Contaminated residential land and old factory sites often
remain unused or difficult to sell due to soil contamination.
Throughout Japan, the total value of such land is currently consid-
ered to be close to 5 trillion yen. It is the purpose of the Eco-Land-
Fund, operated by Green Earth Co., Ltd., to bring this land back
into use by buying it a plot at a time, making additional surveys, car-
rying out the necessary purification and other work and then

reselling the land. The Eco-Land-Fund helps to facilitate the reha-
bilitation and liquidity of contaminated land as it allows sellers to
find a real estate buyer more quickly and buyers to lower their risk
of purchasing properties affected by soil contamination.

Sumitomo Trust is providing wide-ranging support to the
operation of the Eco-Land-Fund. In March 2006, we invested capi-
tal into Eco-Land-Fund I, and we also helped with functions such
as real estate trust, brokerage, non-recourse loans, through
January 2007. In addition, in July 2007 we invested capital into
Eco-Land-Fund II.

Emission Rights Trusts

It is becoming clear that for Japan to achieve its targets under
the Kyoto Protocol it will have to utilize Kyoto Mechanisms* to
purchase a large number of emission rights from overseas.
However, in the current emission rights trading market a limited
number of players including industries with high volume CO2

emissions are carrying out directly-negotiated large-lot trades and
thus it is difficult to meet demand for small lots of emission rights.

Emission rights from overseas were approved for inclusion in
trusts under the fiscal year 2006 revision of the Law Concerning the
Promotion of the Measures to Cope with Global Warming.
Taking this into account, Sumitomo Trust is in the process of
building a mechanism that utilizes the “vessel” of trusts to enable
small-lot investors to purchase emission rights.

Because a variety of scenarios are possible regarding the
demand for emission rights, the policy of Sumitomo Trust is to
continue to design products from the standpoint of investors.

* Kyoto Mechanisms are complementary measures that can be used when it is
difficult for a country to achieve its targets for the reduction of greenhouse gas
emissions as stipulated in the Kyoto Protocol. Of these mechanisms, the
Clean Development Mechanism (CDM) is gaining attention. Under the CDM,
emission reductions (or increases in emission sequestration) resulting from
projects implemented by developed countries jointly with developing coun-
tries can be counted toward the achievement of the Kyoto Protocol targets of
the developed country.

3. Trusts for Overseas Emission Rights
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The Eco-Land-Fund Mechanism (Eco-Land-Fund I)

Eco-Land-Fund
Green Earth Co., Ltd. 

(manager)
Contaminated property

Seller 4. Transfer of trust beneficiary right
 (sale of property)

3. Investment

1. Entrustment

7. Dividend 4. Loan

2. Trust beneficiary right
5. Purification of property

6. Transfer of trust beneficiary right 
(sale of property)

Cleaned-up property

Buyer

Sumitomo Trust Land Solution, Inc.

Investors (including Sumitomo Trust) Sumitomo Trust

Clean Development Mechanism

Developing 
country BFunds

Technology

Reduction achieved 
through joint 

reduction project 
can be counted 

against the 
industrialized 
country’s own 

reduction target

Industrialized 
country A

Reduction 
achieved 

through joint 
reduction 

Joint reduction project

Source: Website of the Prime Minister of Japan and His Cabinet
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The government
(entity to which the entrusted 

assets are delivered)

Entrustment of 
emission rights

Trust beneficiary rights 

Mediation of beneficiary
rights transfer Transfer of 

beneficiary 
rights

Transfer 
payment

Instruction to contribute 
entrusted assets

Emission rights holder
(trustor and initial beneficiary)

Trust bank
(trustee (dealer))

・・・

Investor

Investor

Transfer of emission 
rights account or 
delivery of beneficiary 
rights from the investor

Mechanism of Emission Rights Trusts

In recent years, centered on large corporations that are proceeding
with globalization, such as those in the electrical appliance industry,
attention is being focused on “CSR procurement” in which suppliers
are selected in consideration of their social impact, including their
labor management record, in addition to their environmental stance.

In December 2006, Sumitomo Trust developed the “CSR-
Conscious Receivables Collective Trusts” as a promotion mechanism
for CSR procurement. Under this mechanism, together with Arata
Sustainability Co., Ltd., we check the CSR-conscious procurement
criteria of the companies that raise funds (suppliers) and assign a
CSR rating. The higher the degree of compliance, the more favor-
able the discount rate at the time of transferring the account receiv-
ables trust beneficiary rights, which offers advantages in fund-raising
through the securitization of account receivables.

Sumitomo Trust developed the product in partnership with
Arata Sustainability Co., Ltd. (previously Misuzu Sustainability
Research Institute Co., Ltd.). This company determines the compli-
ance level of target companies with respect to a CSR-conscious
procurement criteia by checking their labor management and other
situations, at their overseas factories by making use of the global
network of PricewaterhouseCoopers.

Sumitomo Trust expects that adoption of CSR-conscious

CSR-Conscious Receivables Collective Trusts Package Mechanism

Advice for 
formulating CSR
procurement
standards

Conclusion of basic 
agreements between 
three parties 
(accounts receivable trust)

Beneficiary rights transfer 
in cases where funds 
procurement 
is necessary

Payment of 
debt on the 
appointed date

Monitoring, 
CSR rating

Procurement Sources 
(suppliers, consignees)

Sumitomo Trust 
(trustee)

Procuring Companies

A
rata S

ustainab
ility C

o
., Ltd

.

Sales contract

The discount rate is 
set interlocked with 
credit ratings.

Make transfer 
payment after 

deducting discount 
fee equivalent to 

interest.

Sumitomo Trust has developed trust products based on lease
payments for low-pollution cars to sell to institutional investors
and so raise the vehicle purchase funds and maintenance costs. Our
first such effort was to form a partnership with ORIX Auto

Corporation in April 2007 to commence the lease of low-pollution
trucks between ORIX Auto Corporation and  NICHIREI Group’s
subsidiary distribution company, Logistics Network.

4. Efforts in Promoting CSR-Consciousness in the Supply Chain

5. Low-Pollution Car Leasing Receivables Trusts

procurement by Japanese corporations will shift into high gear
moving forward, and that products like this one will lead the way
for such changes.
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Since the announcement of the Principles for Responsible Investment in April 2006, fund management
methods which evaluate companies in terms of ESG (E: Environment, S: Social, G: Governance) have
come much more to the forefront than previously. In this context, a further expansion in Socially
Responsible Investment (SRI) as the fund management concept for ESG evaluation has come into focus.

S
um

itom
o

Trust’s
C

S
R

P
ath1:B

usiness
R

evitalization
P

ath2:E
nhancem

ent
of

C
orp

orate
B

rand

P
ath3:B

etter
H

um
an

R
esources

M
anagem

ent

P
ath4:C

ost
M

anagem
ent

and
C

ost
R

ed
uction

Socially Responsible Investment

Management of More than 90
Billion Yen from Retail Investors,
Pension Funds, and Others 

Since the commencement of manage-
ment of funds from a corporate pension
plan in July 2003 and the launch of a pub-
licly offered mutual fund for retail investors
“Good Company” in December the same
year, Sumitomo Trust has steadily expanded
its lineup of SRI funds. In February 2004,
we launched a fund for defined contribu-
tion pension plans, and in June 2006 we
launched privately placed investment trusts
for institutional investors.

As a result of these developments, we
have steadily increased the amount managed
in these funds to a total of 90.5 billion yen as
of the end of March 2007 (an increase of
16.1 billion yen over the same period in the
previous year). The SRI fund which accounts
for the largest proportion of this amount,
“Good Company,” performed well and its
accumulated sales have reached 53.8 billion
yen. Regarding SRI funds for pension funds,
the value of funds from corporate pension
plans is now 27.0 billion yen and 64 compa-
nies have adopted SRI funds in defined con-
tribution pension plans with a combined
value of 1.4 billion yen.

Achievement of Strong Performance
through Independent Screening

Sumitomo Trust’s SRI funds consider
ESG factors and evaluate companies in
terms of their engagement in CSR activi-
ties as well as evaluating the contribution
of CSR to their financial return. The funds
seek stable and high returns through active
management. Stocks are selected by
Sumitomo Trust SRI analysts and fund
managers based on survey results compiled

Performance of the SRI Fund
for Pensions (As of March 31, 2007)

(%)

Past 2 years Past 3 yearsPast 1 year

SRI Fund TOPIX (including dividends)

15
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30

25
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-5

21.77

28.71

-1.41

0.29

19.43

14.57

Balance of SRI Funds Managed 
by the Sumitomo Trust Group
(Billions of yen)

40

20

100

80

60

0
3/06 3/073/05

74.4

90.5

28.9

Recipient of the Morningstar Fund of the Year
Award for the second successive year

(Mutual funds carry various fees at purchase and at other times)
Load: varies according to the amount of pur-

chase, a maximum of 3.15% (3.0% before
tax) of the price on the date of purchase.

Redemption fee: none
Redemption
processing fee: a maximum of 0.1% of the price on the

date of purchase, and a maximum of
0.5% of the value at redemption.

Trust fee: a maximum of 2.1% (2.0% before tax)
per annum of the net asset amount
held in the fund.

Other fees: overhead expenses charged to net asset
amount such as brokerage fees and taxes
related to transactions, fees required for
futures & option trades, custody fees,
audit fees (including consumption tax
where required), and other expenses.

* For details, please read the prospectus for each mutual fund.
(Mutual fund risks)
Mutual funds are mainly invested in domestic and overseas
equities and fixed income securities, real estate investment
trusts, etc., either directly or through investment trust securi-
ties. The net asset values (NAVs) of mutual funds fluctuate
depending on the price movements of their component equities,
fixed income securities, real estate investment trusts, etc., and
of fluctuations in exchange rates, among other factors. It is
therefore possible that the NAVs will fall below principal value.
(Other important notices)

Mutual funds involve risk. Performance varies due to the
market environment. The NAV is influenced by fluctuations in
the prices of component securities, and, in cases where for-
eign-currency denominated assets are components, also by
fluctuations in exchange rates. As such there is no guarantee of
principal preservation. When a purchase application is sub-
mitted, Sumitomo Trust provides a prospectus for the fund. We
ask investors to read the prospectus and make an independent
investment judgment. The risk of loss of principal is borne by
investors. Mutual funds are not deposits, so they are not
covered by the Japanese Deposit Insurance System. The
mutual funds handled by Sumitomo Trust are not covered by
any investor protection fund. Sumitomo Trust acts as a sales
agent for accepting applications, while a management company
manages the funds. This Report was produced by Sumitomo
Trust and is not a disclosure document as stipulated in the
Financial Instruments and Exchange Law.
(Information concerning the sales company)

Trade name: The Sumitomo Trust and Banking Company,
Limited; Financial Institution Registered
(No. 5) with the Director General of the Kinki
Finance Bureau

Association
memberships: Japan Securities Dealers Association (JSDA)

Japan Securities Investment Advisors
Association (JSIAA)
The Financial Futures Association of Japan (FFAJ)

by The Japan Research Institute, Ltd.
The performance of the SRI funds has

been outstanding. The fund for pension
funds, which has the longest track record of
our SRI funds, has outperformed the TOPIX
index, a major benchmark for Japanese stocks,
by more than 20% over the period since the
establishment of the fund at the end of July
2003 (an annual percentage rate of 3.5%).

Based on this strong performance, its
risk control capabilities, and its superior
research structure both in qualitative
and quantitative terms, “Good Company”
received the Outstanding Fund Award in
the domestic hybrid funds category of the
Fund of the Year Awards from the invest-
ment trust rating company Morningstar,
for both 2005 and 2006.
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The service of asset managers and administrators, which is one of the pillars of the trust business, and financial inter-
mediation can be said to form an important contribution to society in itself. Naturally, Sumitomo Trust performs its
responsibilities sincerely in undertaking its service, but in addition, we always question ourselves as to how we can con-
tribute towards meeting and resolving the diverse needs and issues that arise in society. In so doing, Sumitomo Trust
carries out “Contribution to Society through Business” by developing and providing new financial services.

Products and Services that Contribute
to Solving Society’s Issues

Charitable Trusts
Charitable trusts are trust funds oper-

ated by trust banks on behalf of individuals
and corporations (trustors) who wish to
use their assets for specific public purposes.
Sumitomo Trust established its first charita-
ble trust in May 1977, and we have been
entrusted with a total of 137 such trusts
cumulatively as of March 2007.

New Trust Fund: 
Iwai Hisao Memorial Miyagi
Scholarship Fund, 
Iwai Hisao Memorial Tokyo
Scholarship Fund

With a desire to have his assets benefit
the fostering of promising young persons
who would become future leaders of Japan
to contribute particularly to the develop-
ment of science and engineering which he
believed to be vital for the country, Mr.
Hisao Iwai contributed a total of 600 million
yen to create two trusts of 300 million yen,
one to benefit “promising human resources”

In response to such requests, Sumitomo
Trust commissioned the Social Welfare
Research Corporation to compile a database
of approximately 1,400 fee-based nursing
homes nationwide together with informa-
tion of their operations to make possible the
comparative review of these facilities. The
content stored in the database includes
“soft” information such as staffing and the
reasonability of fees, “hard” information
such as the site locations and descriptions of
equipment at the facilities, and financial
standing of the operators, along with rating
information based on an original compre-
hensive evaluation of this data. Sumitomo
Trust wishes to provide this information in a
form that will be of help to its customers.

in his native prefecture of Miyagi and the
other to benefit young persons in his adopted
hometown of Tokyo. These trusts bequest a
total of 30 million yen annually, and to
date, this is the largest charitable trust
Sumitomo Trust has received from an indi-
vidual, both in terms of its size of bequests
and asset balance with an initial contribu-
tion of 600 million yen.

Another newly established fund is the
Research Foundation for Surgery in
Commemoration of The 106th Annual
Congress of Japan Surgical Society. 

Omoiyari*1 Special Donation Trusts
In March 2006, Sumitomo Trust renamed

its line-up of donation and will & inheri-
tance trust fund products as the “Omoiyari”
series, and we have been actively promoting
these products including “Omoiyari Special
Donation Trusts,” which take advantage of
the structure of special donation trusts*2, as
products that support handicapped persons
financially by providing living will gifts.
*1 Omoiyari: “sympathy” or “caring” in English.
*2 Special donation trusts: trusts in which the

money of family members or other concerned
individuals is held in trust for the benefit of a
seriously disabled individual. A trust bank dis-
penses money from the trust on a regular
basis. Non-taxable up to 60 million yen.

Compilation of Database and
Rating of Nursing Homes

With the aging of society and the increase
of the population requiring nursing care, the
significance of privately-owned nursing
homes is greater than ever. However, services
and fees vary depending on the facility, and
problems have emerged such as false claims
for nursing care benefits. Accordingly, there is
a growing need for objective and fair standards
for the choice among different facilities. 

(Handling fees for special donation trusts)
During the profit calculation period, the trustee (Sumitomo
Trust) will deduct an amount equivalent to 15/1,000ths of the
principal per annum (or 8/1,000ths of the principal in the case
that the investment is in government bonds) from the trust
assets as a trust fee, in addition to an amount equivalent to
consumption tax and local consumption tax payable in accor-
dance with this trust fee. However, if the investment is made in
the form of a designated money-in-trust beneficiary right (joint
trust general account), for which Sumitomo Trust is the trustee,
or of a deposit with Sumitomo Trust, no trust fee will be deduct-
ed. Any trust fees, expenses, taxes, and public dues will be
defrayed from the trust assets.

(Risks involved in special donation trusts)
In the case that assets entrusted as special donation trusts are
invested in government bonds, local authority bonds, corpo-
rate bonds, or bonds issued by organizations as stipulated
under special legislation, as the prices of these bonds are
subject to fluctuation due to changes in interest rates, when a
portion of these bonds are sold before maturity in order to
provide beneficiaries with payments from the trust, there is a
possibility that a loss of principal will occur. Moreover, there is
a possibility that a loss of principal will occur due to deteriora-
tion in the credit status of the issuers of the bonds. 
If the investment is in the form of a designated money-in-trust
beneficiary right (joint trust general account), there is a possibility
that a loss of principal will occur in the event of the bankruptcy of
the trustee. Similarly, if the investment is in the form of deposits or
savings, there is a possibility that a loss of principal will
occur in the event of the bankruptcy of the financial institution
in which the deposits or savings are deposited or invested.

(Other important notices)
Special donation trusts are performance-based products,
thus any risks of a decline in the value of assets is borne by
the customer. 
Fiduciary contracts pertaining to special donation trusts
cannot be cancelled or terminated except in cases of reasons
that are stipulated in the trust contract.

(Company outline)
Business name: The Sumitomo Trust and Banking Company, Limited
Address: 5-33 Kitahama 4-chome, Chuo-ku, Osaka-shi

540-8639, Japan

Number of Charitable Trusts by Type

(As of March 31, 2007)

Type
Number

of trusts under
management

Scholarship
Promotion of natural
science research

Promotion of human
science research
Promotion of education
Social welfare
Promotion of arts and culture
Protection and propagation of
animals and plants

Conservation of
the natural environment
Development and maintenance
of the urban environment
Promotion of international
cooperation and exchanges
Other
Total

27

17

3

22
6
9

1

2

14

9

3
113
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Participant Protection Trust
In accordance with the Law Concerning

Book-Entry Transfer of Corporate Bonds,
etc. which came into force on January 1,
2003, paperless transactions were expand-
ed to include government and corporate
bonds. Since January 2003, Sumitomo
Trust has been the sole trustee of the
Participant Protection Trust entrusted by
Japan Securities Depository Center, Inc.
(JASDEC), which was established for the
protection of investors under this new
transfer system.

Under the transfer system, securities
transactions take place as transfers between
accounts which investors hold with banks
and securities firms rather than as physical
deliveries of securities. The Participant
Protection Trust is intended to compen-
sate investors in the event they incur losses
from clerical errors in transfers and the

Participant Protection Trust Mechanism

Japan Securities Depository
Center, Inc. and others

Account management 
organization

Account management 
organization

Investor Investor 

No-loss Loss

Loss

Payment instruction
Trust agreement

Investor 

Incorrectly recorded account 
management organization

Bankruptcy

Bankruptcy

Working committee

Participant Protection Trust

S
um

ito
m

o
 Trust

Japan S
ecurities 

D
ealers A

ssociation

Billing/payment

Billing/payment

No-default
of joint guarantor

Default of 
joint guarantor

trustee of public trusts and our expertise in
asset management, Sumitomo Trust was
selected as the sole trustee of the Participant
Protection Trust from among a number
of trustee applicants. Recently this system
is attracting attention as a new way of
utilizing trusts.

financial institution that caused the losses
enters into bankruptcy without settling its
obligations. The system is aimed at main-
taining the trust of investors in the transfer
system by reimbursing them for a certain
amount of losses sustained.

In recognition of our track record as a

Support for the Bell Mark Movement
“Let the ‘bell of love’ ring for friends in

Japan and overseas”—the Bell Mark Movement
was launched in 1960 with the aim of helping
schools in remote areas as well as in cities with
educational materials and equipment under
the symbol of a bell that stands for mutual
cooperation. In this activity, Sumitomo Trust
has been performing central administrative

functions such as handling the payments
from collaborating organizations to PTAs
(No. 3 in the figure below) and the transfer of
financial assistance from cooperating compa-
nies to the Foundation (No. 6 in the figure
below). The number of PTA accounts, which
are frequently opened, modified and closed,
totaled about 28,000 as of the end of March

5. Ordered goods delivered to school

6. 10% rebate on payment of ordered products

Bell Mark Operation Mechanism

Collaborating
organizations

Bell Mark
Foundation

Cooperating
companies

2. Report to collaborating organizations

1. Purchase of Bell Mark Program products by PTA 1. Send to Bell Mark Foundation

4. Report desired products3. Reimburse PTA for number of Bell Mark points sent

4. Place order with cooperating companies

Families and PTA,
Public Halls and

Universities

Academic

Collect and sort
Bell Mark (points)

Schools in remote areas

Schools for physically
and mentally
challenged children

Hospital schools

Schools for the blind

Schools for the deaf

Schools in disaster
stricken areas

Japanese schools
overseas

Developing nations

Sumitomo Trust

Financial
assistance

7. Support im
provem

ents to educational environm
ent

2007 and the amount of clerical work involved
in administering these accounts is enormous.
However, as a strong supporter of the objec-
tives of this activity, we have continued servicing
this movement for 25 years as its sole dis-
bursement agent. In addition, we handle finan-
cial aid transfer operations to disaster-stricken
and other areas (friendship assistance).
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