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5
The 2008 Lehman Shock clearly demonstrated the
huge impacts on society when financial institutions
fail at risk management. Thoroughly managing risks
and running its main business soundly can be consid-
ered the greatest social responsibility of a financial
institution. Sumitomo Trust emphasizes advanced
risk management, and is working to build an agile
risk management system able to respond flexibly to
changes in the environment.

Plans
To reduce financial risks.
To create a more advanced credit assessment/management
process.
To strengthen our conflict-of-interest management system.

Achievements
Strengthened our real estate risk management system.
Strengthened our overseas operations risk management system
focused on China and Asia (more advanced credit assess-
ment/management process).
More diverse credit management and verification process, by
industry and product etc. (strengthened conflict-of-interest
management system).
Published conflict-of-interest management policy, established
management supervisory departments etc. independent from
sales departments.

Plans
To smoothly shift to a risk management system which covers
the management integration with Chuo Mitsui Trust Holdings.
To strengthen response to the threat of a second recession
due to the strong yen and long-term deflation.
To strengthen handling of business expansion in related
companies and overseas business.

Reinforced Risk Management
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More Detailed Information is Provided in the “2010 Annual Report”

The content of Path 5 is given in greater depth in “2010 Annual Report,”

which provides details regarding the management of our company.

For example, this report contains sections that outline our basic philosophy

in regard to Sumitomo Trust’s management structure, such as “Corporate

Governance,” “Internal Control,” “Compliance Structure,” and “Risk

Management,” and describes concrete policies that are intended to put these

precepts into practice.

Furthermore, a section entitled “Risk Management,” located at the latter-half

of the report, gives a detailed description of our basic philosophy on risk man-

agement, and specifically explains our Internal Risk Management Framework

for controlling various major risks. Furthermore, this section discloses detailed

data related to credit risk and market risk.

To gain a more in-depth understanding of our activities, please read

the report.

Web site:

http://www.sumitomotrust.co.jp/IR/company/en/annual_html/annual_index.html

Comment from Stakeholder 

Information

53The Sumitomo Trust & Banking, Co., Ltd.   2010 Corporate Social Responsibility Report

M
anagem

ent
C
om
m
itm
ent

Path1
Path2

Path3
Path4

P
ath5

Sum
itom

o
Trust’s

C
SR

and
M
ore

Mr. Daisuke Oda
Attorney at Law
Mori Hamada & Matsumoto

“The important things in compliance
are not written in laws.”

I provide advice once a week on laws that concern daily operations in the Internal Audit
Department, which performs internal audits. A trust bank is subject to various legal regulations
such as the Banking Act, the Act on Provision, etc. of Trust Business by Financial Institutions,
and the Financial Instruments and Exchange Act. However, for trust banks the important
things in compliance are not written in laws. There are many cases in which the financial insti-
tution’s judgment is required, for example, concerning conflicts of interest, the handling of
antisocial forces, and customer protection.

In such cases, while the organizational structure and the compliance manual are important,
a corporate culture which does not condone acts that violate social norms is also important.
On this point, we can be confident that Sumitomo Trust’s employees are a group of sincere
individuals who are both trustworthy and cooperative. With regard to the management integra-
tion with Chuo Mitsui Trust Holdings, Inc., I would like to see the unique features of the
Sumitomo Trust culture incorporated into the new corporate culture, which is the real foundation
of compliance.
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Major Risks and Risk Management Policy

We will actively reinforce each business strategy and enhance our management infrastructure by
striking a balance between offense and defense as we further improve on our strengths as a trust
bank with the business model of combined banking, trust, and real estate operations. We
acknowledge the importance of risk management from the perspective of “defense” within our pur-
suit of active business strategy, and we deem it to be a management issue with the highest priority.

1 Basic Philosophy

Although the turbulence in the financial market triggered by the
collapse of a major U.S. financial institution expanded around the
world and caused a rapid deterioration of the real economy, the
global economy posted a moderate recovery thanks to the effect of
the massive fiscal and monetary policies implemented by the major
economies. However, we are still in a situation where we have to be
prepared to cope with new risks, with the problem of fiscal deficits
in Europe becoming a destabilizing factor late last year. Under
such circumstances, it has become increasingly important for us to
enhance and advance our risk management. 

Sumitomo Trust regards the establishment of a risk manage-
ment system suited to the characteristics of businesses as one of the
most important management tasks. Accordingly, we are making
constant efforts to enhance and advance our risk management,
which forms the basis of the expansion of the business scope and
the sustainable growth of the STB Group. 

During the current fiscal year, we are promoting the reform of
the risk management process, such as making risk management
more efficient by reviewing the business flow, while ensuring the
improvement and efficiency of the management system for facilitat-
ing loans to SMEs, in addition to strengthening risk management
to address risks encountered in the future expansion of overseas
operations. Regarding international credit investments, including
securitized products, we have transferred a portion of such assets to
the Global Markets Business to enable more flexible asset manage-
ment finely tuned to market conditions.

2 Types of Risk and Management

We classify business risks based on the cause of losses, and
manage them in a manner suited to their respective characteristics.
Regarding major categories of risk, such as credit risk, market
risk, and operational risk, we strive to ensure accurate measure-
ment of the risk quantity in light of their characteristics. At the
same time, we try to get a comprehensive understanding by inte-
grating them, and manage risks by comparing them with our
overall financial strength.

Credit Risk

In the trust business, credit risk is a risk that occurs from the act
of lending that is based on a client company’s creditworthiness,
and it is the most cardinal risk as it relates to the fundamental
financial function of credit creation. For the management of credit
risk, we take care to ensure “a diversified credit portfolio” and
“strict credit management for individual credits,” which we under-
take on a scope that is appropriate to our overall financial strength.

Market Risk and Liquidity Risk

Market risk and liquidity risk are the risks where the value of
assets and liabilities will vary and where problems will arise in
fundraising due to fluctuations in market factors such as interest
rates, stock prices, and foreign exchange rates. With regard to
market risk involving profit sources, we strive to manage our risk-
taking proactively and within allowable limits in order to maximize
our profits.

Operational Risk

Business processing risk, information security risk, compliance
risk, human resource risk, event risk, and reputational risk corre-
spond to the risk of losses arising from inadequate internal business
processes, conduct by officers and employees, the deployment of
human resources, and systems. 

For the management of operational risk, we strive to prevent
the occurrence of accidents and, at the same time, make efforts to
reinforce the Internal Risk Management Framework so as to
ensure that appropriate measures are taken quickly should any
accident occur.
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Risk Management Structure

Operational
Risk

Market
Risk

Liquidity
Risk

Credit
Risk

Risk
Management
related
Departments

Front Office
Departments

Risk
Category

Branches, Departments and Affiliates

Overall Coordination of Risk Administration and 
Management across the Entire Company

Corporate Risk Management Department

Risk Management
Subcommittee

IT & Business
Process Planning

Department

Corporate Risk
Management
Department

Legal and
Compliance
Department

Compliance
Risk

Information
Security Risk

Human
Resource

Risk
Reputational

Risk

Operational Risk
Subcommittee

Human
Resources

Subcommittee

Compliance
Officer Liaison

Committee

Statutory Auditors OfficeStatutory Auditors

Board of Statutory Auditors

General Meeting of Shareholders

Operational Risk Management CommitteeProduct Screening
Committee

Compliance
Committee

ALM
Committee

Credit Risk 
Committee

Board of Directors

Executive Committee

Internal A
ud
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ep
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Operations
Process Planning

Department

Business
Processing Risk

Personnel 
Department

Corporate
Administration
Department

Event
Risk

Business
Processing Risk
(Internal Fraud)

Event Risk
Subcommittee

Misconduct
Prevention

Subcommittee

Departments Responsible for Supervising Each Business, Business Planning and Promotion Departments,
Global Credit Supervision Departments, Supervisory Departments of Group Companies

(4) Front Office Departments
Front office departments engage in operational administration

aimed at ensuring the effectiveness of risk management, such as
implementing appropriate controls that reflect the scale and
characteristics of risks.

(5) Internal Audit Department
The Internal Audit Department assesses and verifies the sta-

tus of all activities as an independent department.

Enterprise Risk Management and 4 Integrated Risk Management 
(Economic Capital Management)

Basel II, which verifies banks’ capital adequacy by a unified
international standard, aims to evaluate risks faced by financial
institutions in more detail compared with the former BIS regula-
tions, while also encouraging enhanced risk management abilities
of financial institutions.

It is our policy to comprehensively measure various risks we
face, including risk not included in the regulatory calculation of
the capital adequacy ratio, after individually assessing respective
risk categories, and manage these risks by comparing them with
our overall financial strength (Enterprise Risk Management).

In addition, among risk categories held by the STB Group,
quantifiable risks (credit risk, market risk and operational
risk) are measured quantitatively by the unified risk measure-
ment criteria according to our business operations (Integrated
Risk Management).

Organizational Structure for 3 Enterprise Risk Management

In accordance with the Risk Management Policy set by the
Board of Directors, Sumitomo Trust has clarified the allocation of
authority, organizational structure, and management processes and
procedures so that it can identify, assess, monitor, and control risks
based on the PDCA (Plan-Do-Check-Action) cycle regarding each
risk category. 

The roles and responsibilities of the management structure and
principal departments related to risk management are as follows:

(1) Board of Directors
Formulates policies and plans concerning the management of

overall risks that are faced by Sumitomo Trust, and raise aware-
ness of the policies and plans throughout the company. It also
builds management and reporting structures, and vests relevant
organizations with authority.

(2) Executive Committee
Sets rules and provisions regarding the identification, assess-

ment, monitoring and control, and develops frameworks to put
them into practice.

(3) Risk Management related Departments
Responsible for accurate recognition and continuous assess-

ment, appropriate management and administration of risks, as
well as integrity of the compliance (observance of relevant laws
and regulations) frameworks.



56

Compliance Structure

Board of Directors

Executive Committee

Compliance Committee

Legal and Compliance Department

Domestic Branches and Departments
Compliance Officers

Overseas Locations
Compliance Officers

Compliance 

Compliance with laws, regulations and other rules, including social norms, is positioned as
one of the most important management issues at Sumitomo Trust, as we exercise the
asset management-oriented financial intermediary function, which combines the financial
intermediary function and the asset management and administration functions. 

To ensure that all executives and employees behave in a sincere and fair manner when
performing their duties, we have established in-house rules and Compliance Standards, as
well as a compliance environment that includes the checking and promotional structures. In
these ways, we encourage executives and employees to tackle various issues and resolve
problems through the implementation of a self-cleaning process.

1 Main Compliance Policies and Rules 

Compliance Policies

Compliance Policies, which are the fundamental tenets of com-
pliance, were formulated based on Management Policies, and Basic
Policies for Building Internal Control System. These are the core
policies that determine the compliance definition, management
responsibilities and roles, organizational structure, and manage-
ment framework.

Compliance Rules

Compliance Rules are rules that were formulated based on the
basic points of our compliance policies. These rules form the basic
points of the organizational structure of compliance and manage-
ment framework.

Compliance Standards

Our Compliance Standards outline such items as how to achieve
compliance and customer protection. It explains the codes of con-
duct (explained later) that all our executives and employees are
expected to follow, as well as the main organizational structures
and actual rules that are necessary to achieve this. 

Overview of the 2 Compliance Structure 

The Legal and Compliance Department is in charge of and cen-
trally manages compliance-related annual practice plans such as the
development of a compliance structure for Sumitomo Trust. The
department handles promotional activities and measures such as
the development of related regulations and training. Moreover, in
order to develop the compliance structure of the STB Group and
to carry out thorough implementation throughout the STB
Group, this department provides subsidiaries and affiliates with
guidance on how to improve their compliance structure (including
the organization structure and rules). The Compliance Committee
investigates and resolves problems concerning compliance, and

when necessary makes reports and gives advice to the Board of
Directors regarding how to deal with these problems. The Internal
Audit Department also reports the results of internal auditing con-
cerning compliance to the Board of Directors, which in turn
reflects the contents of these reports in its management policies.

Monitoring Compliance and 3 Addressing Violations 

In order to promote the steady practice of compliance, we have
established a structure under which Compliance Officers are
appointed at our head office and at all branches and departments
in Japan and overseas. These Compliance Officers carry out moni-
toring on a daily basis as a primary check, while the Legal and
Compliance Department conducts monitoring based on reports
submitted by branches, and also reviews the results of audits. 

The Internal Audit Department periodically audits operations
to ensure that each branch and department is practicing compli-
ance in a correct and effective manner. 

A compliance hotline has been set up to enable all our execu-
tives and employees to directly notify the senior management or a
law firm of any compliance infractions that may have occurred for
prompt, fair and proper handling, without having to go through
regular reporting channels. 

Thorough information management and privacy protection is prac-
ticed to protect informants. Further, as long as the information that
they have reported is legitimate, it is strictly prohibited to treat them
unfairly as a result of their actions. In order to simplify confirmation
and investigation of reports and protect information during the inves-
tigation process, such reports are submitted in the names of individuals
in principle, although the system also accepts anonymous reports. 
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Prevention of Money Laundering*

Criminals and terrorists employ skillful methods to hide their
identity. Personal authentication prevents such concealments and
preempts the misuse of financial services. Because criminals and
terrorists make their illicit transactions appear as normal transactions,
we have prepared a system to report any suspicious transactions to
facilitate detection of such illicit transactions.

At Sumitomo Trust, we have adopted various measures to
ensure proper personal authentication and prompt reporting of
suspicious transactions. For example, employees working at all of
our branches and the departments in charge are required to take
“Money Laundering Prevention Countermeasures Training” semi-
annually in order to maintain and improve their knowledge of this
subject on an ongoing basis.
* Money laundering: The act of hiding the source of money obtained illegally (through

the sale of drugs, for example) by routing such money through bank accounts or
using it to purchase financial products. Examples of parties misusing accounts of
financial institutions include terrorists and perpetrators of remittance scams. It is the
responsibility of financial institutions to prevent the misuse of financial services, and
this is commonly referred to as “Money Laundering Prevention Countermeasures.”

Insider Trading Prevention

Insider trading is when an insider performs a transaction using
information unknown to outside parties, inflicting unexpected
damage upon ordinary investors, and creating a loss of trust in
the securities market. To prevent insider trading, Sumitomo
Trust has developed internal rules, such as self-trading rules and
information controls, and provides training to all employees

annually in order to make these rules widely known. In addition,
every year all employees must also submit a written vow to com-
ply with in-house rules and to not engage in unfair transactions
such as insider trading.

Efforts to Manage Conflicts of Interest*

The STB Group, in order to avoid unfairly impairing the interest
of clients, manages and carries out operations properly in accor-
dance with laws and regulations, as well as the Group’s in-house
rules concerning the management of conflicts of interest. Thus, we
strive to further gain the trust of clients and society. 

In order to properly manage conflicts of interest, we established
a department that is responsible for such management and inde-
pendent from the sales department, and have assigned a supervisor
in charge of such management to identify and manage all relevant
transactions. The department and the supervisor examine and
evaluate the group companies’ management of conflicts of interest
on a regular basis in order to ensure the appropriateness and suffi-
ciency of the conflict-of-interest management system. We also
provide training and education and keep employees informed on
the matter. 
* “Conflicts of interest” refers to cases where the interest of the STB Group and that of

clients or interest among our clients contradict. 

Response to Antisocial Forces 

Allowing the unjustified interference of antisocial forces in our
business would lead directly to a loss of the public’s trust for
Sumitomo Trust. Standing up resolutely against such antisocial
forces is our social responsibility for ensuring sound economic and
social development and is requested by the Japanese government in
the form of the guidelines of the Cabinet Meeting on Anti-Crime
Measures. Sumitomo Trust has declared its resolute stance against
antisocial forces and its commitment to responding harshly to such
threats in its Ethics Charter and various other codes.

Sumitomo Trust has built an organizational structure against
the unjustified interference of antisocial forces and has estab-
lished a system for investigating and conducting systematic
checks in all types of transactions in order to prevent transactions
with antisocial forces. We have also incorporated a clause to
exclude gangs in the provision of our loan and money transfer
contracts. This clause deters antisocial forces from initiating
transactions with us and gives us the legal grounds to dissolve
contracts once it is known that they are antisocial forces after the
commencement of transactions.

Code of Conduct for 4 All Executives and Employees 

Sumitomo Trust has a compliance code of conduct that covers
five areas of behavior of executives and employees: conduct aimed at
earning the trust of clients, conduct aimed at earning the trust of
shareholders and other investors, conduct aimed at earning the trust
of society, conduct aimed at creating a better corporate culture, and
conduct of individual employees as representatives of the Bank. 

In this compliance code of conduct, for example, we have made
provisions for various themes (42 items at present), covering
everything from legal compliance (the handling of personal infor-
mation and the prevention of insider trading, etc.) to routine mat-
ters (creating an open and transparent workplace environment,
and working together in observance of the rules, etc.). Specific
additional explanations are also given to ensure full understanding
among executives and employees. These are contained in a docu-
ment that is used to promote self-education and training of execu-
tives and employees. 

Compliance Initiatives at 5 the Front Line 
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Chairman of the Board

The Internal Control System Including Business Execution 
and Supervision

General Meeting of Shareholders

Board of Directors

President and CEO

Executive Committee
Internal Audit Department

Board of Statutory Auditors

Statutory Auditors

Business Management Departments

Retail Financial Services Business

Wholesale and Retail
Client Services Group

Wholesale Financial Services Business

Fiduciary Services Business

Credit Risk Management Group

Global Markets Business

Real Estate Business

ALM Committee

Credit Risk Committee

Fiduciary Asset
Management Committee

Specialized Departments and Units

Corporate Governance 

Sumitomo Trust has positioned corporate governance as a mechanism that concerns the
decision-making, execution, and supervision that we implement in order to achieve sustain-
able growth and development through more efficient and transparent management, and we
make constant efforts to enhance our governance.

1 Corporate Governance

Sumitomo Trust has adopted an executive officer system in an
effort to speed up management decision-making and business exe-
cution. The Board of Directors, which meets at least once a
month, makes decisions on important business matters, including
basic management policies, and supervises the status of business
execution by the directors and executive officers.

In order to ensure prompt decision-making, we have established,
under the Board of Directors, the Executive Committee, which meets
every week, as well as a number of other committees* that meet on a
weekly to monthly basis. The Executive Committee discusses and
makes decisions on matters concerning management policy and other
important items, in addition to authorizing regulations concerning
risks and establishing a framework for enforcing them in accordance
with policies decided by the Board of Directors. Meanwhile, the vari-
ous committees established at the Board of Directors discuss and
make decisions on important matters concerning business strategies
and risk management.

In addition, within business management departments, we have
formed risk management-related departments as independent enti-
ties that accurately recognize, continuously assess, and appropriately
manage risks, in order to maintain the integrity of the compliance
system (see page 56).

Through the implementation of audits, explained below, we have
developed an accurately functioning management supervision sys-
tem; therefore, currently we are not appointing external directors.

* There are committees regarding ALM, credit risk, fiduciary asset management, etc.
(ALM, or Asset Liability Management, refers to the method of managing market and
liquidity risks through integrated management of assets and liabilities).

3 Information Disclosure

Sumitomo Trust has created an Ethics Charter that positions appro-
priate disclosure of corporate information at the core of its management
priorities to assure the transparency of corporate management. We have
also announced our Disclosure Policy to ensure the proper handling for
information disclosure. Moreover, we have set internal rules for com-
plying with the Disclosure Policy and established an Internal Control
System to ensure that disclosure is made in accordance with relevant
laws, regulations and rules. In addition, we formed a Disclosure
Committee to study specific measures for appropriately creating and
enforcing internal controls related to information disclosure.

Remuneration for Directors
We seek to make the remuneration for directors an effective

incentive to boost our corporate performance. Moreover, remuner-
ation amounts are determined according to remuneration policies
decided annually at Board of Directors meetings and impartial
evaluations by the Performance Evaluation Committee. These
measures are designed to ensure that remuneration reflects our cor-
porate performance and the contribution level of each director to
that performance, as well as initiatives for boosting our corporate
performance over the medium and long terms. 

2 Auditing System

Sumitomo Trust has adopted a corporate auditor system. We
employ a three-tier auditing system combining the Statutory
Auditors with internal auditing and CPA accounting auditing, and
we are working to strengthen cooperation among these groups.

Of the five Statutory Auditors, three are external auditors who
perform audits from diverse viewpoints based on expert knowledge.

In addition, we are strengthening our internal auditing system.
The Internal Audit Department, which has been set up under the
direct control of the President and CEO, is independent of the
departments that are involved in the execution of operations. It
reports its verification results regarding whether or not risk man-
agement, etc. is being performed properly to the Board of
Directors in a timely and appropriate manner. 

Director

Corporate Auditor 

Outside Director/Auditor 

12

3

4

Number of 
PersonsCategory

522

53

37

Total Remuneration (¥ millions) 

452

53

37

70

—

—

Salary Bonus



59The Sumitomo Trust & Banking, Co., Ltd.   2010 Corporate Social Responsibility Report

M
anagem

ent
C
om
m
itm
ent

Path1
Path2

Path3
Path4

P
ath5

Sum
itom

o
Trust’s

C
SR

and
M
ore

Protecting Personal Information 

As a financial institution that handles large volumes of personal information, Sumitomo Trust
undertakes meticulous management of personal information in conformity with relevant
laws. In June 2010, however, a major incident occurred related to information manage-
ment, whereby personal information from one corporate client was leaked. Taking this matter
very seriously, we are adopting measures to prevent a recurrence and doing our utmost to
restore trust.

1 Overview of Incident 

On June 30, 2010, it became clear that personal information
(a data file) on approximately 14,000 individuals—members and
retirees of a corporate pension fund (a single fund) administered by
Sumitomo Trust—was inadvertently passed to another corporate
pension fund (a single fund) and a large financial institution (a sin-
gle company) acting as consultant to the other fund. 

The data file in question contained information about members
of a specified corporate pension fund, including membership num-
ber, name, date of birth, gender, and membership commencement
date. It did not contain any credit-related data or sensitive infor-
mation. (Personal information of clients undertaking general trans-
actions with us, such as balances of deposits, investment trusts, and
housing loan or real estate holdings, was not included.) 

2 Our Response

On the date of the incident, staff from Sumitomo Trust visited
the corporate pension fund and the consulting company to which
the information was inadvertently passed. At that time, the data
file was erased and it was confirmed that secondary leakage had
not occurred. 

At the same time, Sumitomo Trust submitted a written report
about the incident to its own client (a corporate pension fund and
its members) and issued an apology. At this moment, there is no
evidence that the information in question has been used in a fraud-
ulent manner. Accordingly, we believe that the possibility of sec-
ondary damage is extremely low and that no losses have occurred
as a result of the incident. Nevertheless, we will continue monitor-
ing the situation closely. 

3 Preventing a Recurrence

This is how the incident occurred: When we received a request
from the corporate pension fund to supply data, we erroneously
retrieved from our system data pertaining to a different corporate
pension fund with a similar contract code number. We then pre-
pared a data file and attached the file name of the requesting cor-
porate pension fund to that file. 

We will take the following specific measures to prevent a recur-
rence of the incident.

(1) Upgrade the Check Process 
We have clarified and reinforced the check process by compre-

hensively compiling all elements of the workflow, from data
retrieval to data submission, into a detailed checklist. 

(2) Develop Systems to Reinforce Check Process 
With respect to a clear checklist as described above, in the cur-

rent fiscal year we will develop systems to enhance the function for
displaying the client’s name on the screen at the time of data
preparation and retrieval, as well as the function for automatically
attaching the file name to the data file. 

Recognizing the seriousness of the incident, we will adopt more
rigorous procedures for managing client information on a company-
wide basis. To this end, we will implement comprehensive
employee education targeting sections that handle large volumes of
personal data. 

Sumitomo Trust is fully aware of the significance of the afore-
mentioned incident and will take the steps described above to pre-
vent a similar case happening again. We are committed to restoring
the trust of our clients as early as possible. 




