Sumitomo Metal Mining Co., Ltd. Focuses on Promotion of Growth Strategy and
Strengthening of Business Base to Achieve the 2018 3-year Business Plan under
Severe External Environment
This is a transcript of Sumitomo Metal Mining Co., Ltd. Announcement of Financial Result for
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FY2019 Progress of Business Strategy
Akira Nozaki : Hello everyone. Thank you very much for taking the time out of your busy
schedule to watch this Fiscal 2019 Financial Results and Progress of Business Strategy
video of Sumitomo Metal Mining. I'm Nozaki, the president.
We would like to take this opportunity to thank all of you for your continued understanding
and support of our company business. To prevent the spread of the COVID-19 infection,
please understand that this time the transmission was made by video.
The financial results for fiscal 2019 have been announced the other day. Today, I would like
to explain the circumstances surrounding our business. I will answer to major questions
collected before recording this video in later part of this presentation. Thank you in advance.

I. Summary
Summary in view of spread of COVID-19①

First, I will summarize the current situation and issues. Please see page 4. The current
situation related to the COVID-19 will be discussed later in the Q & A section, so I will omit
the explanation here.
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Summary in view of spread of COVID-19②

Please see page 5 for an explanation of our financial forecasts for fiscal 2020. We are
concerned that the impacts of the COVID-19 will be prolonged and spread, leading to a
decline in production and consumption at the global level, but it is difficult to reasonably
estimate the effects at present. Accordingly, our company has not yet determined its
financial forecast for fiscal 2020.
At present, demand for non-ferrous metals is balanced by declining demand and the
suspension of production activities. We believe that trends in the materials market will
become apparent depending on whether or not the speed of lifting restrictions on production
activities and the speed of recovery in consumption, which is expected to gradually recover,
will coincide with each other, including other products, but it is difficult to predict at this point.
We will focus on gathering information so that we can disclose our outlook as soon as
possible.
Dividends are based on the "Dividend payout ratio 35% or higher" set out in the 2018 3-year
business plan. Capital expenditures were not included in the published figures for which
investment decisions have not yet been made. In the future, we plan to announce this
information at the time of decision making. As a matter of course, we will postpone and
reconsider investments that are not necessary or urgent.
Reference number for production and sales are described in the Q & A section.
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Summary in recent management challenges

Please refer to page 6. Although the current situation is chaotic, the need for the mid-to-long
term and short-term countermeasure to management issues remain unchanged.
From a long-term perspective, proceeding growth strategies and the reinforcement of a
business base are essential for maximizing corporate value. The strategies in the 2018 3year business plan will be implemented while considering the situation. At the same time, in
response to concerns about the impact of the COVID-19, we will consider and implement
measures to secure short-term earnings and improve cash flow.
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II. Overview of FY2019 results
1) Change in actual results (FY2013-FY2019)

Page 8 shows the change of results up to fiscal 2019. In fiscal 2019, the effects of the
escalation of trade friction between the United States and China and the slowdown of the
Chinese economy due to the COVID-19 were significant. Also, there were no market-leading
products due to the commoditization of smartphones and cuts in EV subsidies, and the
impact on materials products, in particular, became apparent.
In 2020, demand for smartphones and 5G base stations in China began to rise, but the
market deteriorated significantly due to the impact of the COVID-19.
Non-ferrous metal prices remained sluggish despite a temporary rise in nickel prices due to
concerns over an ore supply from Indonesia. Copper prices remain in decline. Both prices
fell in 2020, reaching the end of the fiscal year. Gold prices were generally on an upward
trend.
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2) Profit/loss before tax analysis FY2019 results vs FY2018 results

Page 9 presents a comparative analysis of fiscal 2018 results. Profit before tax decreased
10.4 billion yen to 79 billion yen in fiscal 2019 compared with fiscal 2018.
Changes caused by operations had almost no impact, as the impact of reduced production
and cost improvements had been offset. Although temporary special factors worked in a
positive direction, market factors such as fluctuations in foreign exchange rates and metal
prices resulted in a negative 14.4 billion yen, which is the reason for the decline in profits.
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3) ROA results by segment

Please refer to page 10. ROA by business segment is shown in the table. ROA fo smelting
and refining segment is improving, but asset sales are having an impact. As there is concern
that asset efficiency is declining overall, we plan to instruct asset reduction during the fiscal
year and continue to implement it in fiscal 2020. Of course, it is still important to strengthen
the R part.
4) Capital expenditure(FY2019 results vs FY2019 plan in May)

Capital expenditures are shown on page 11. Capital expenditures in fiscal 2019 were 50.7
billion yen, 21.7 billion yen less than planned. Although there has been no change in the
details of implementation, there has been a decrease due in part to delays in acceptance
inspections and the postponement of investment projects.
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5) Capital expenditure(FY2020 plan)

The capital expenditure plan for fiscal 2020 is described on page 12. Large-scale projects in
the 2018 3-year business plan are not included because they are at the stage of considering
investment decisions.
6) Safety initiatives

The trend of safety results is shown on page 13. In fiscal 2019, we achieved an improvement
over the previous year but still fell short of our target level.
Safety is an important item in our business foundation, and we will continue to conduct
steady activities centered on the intrinsic safety of equipment and line management. In
particular, we will focus on management based on the "three realities principle (real places,
real facts, real things)" that allows us to look squarely at the site, actual products, and reality,
and on smooth on-site communication.
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7) Cash flow (FY2019 results)

Page 14 presents our cash flows for fiscal 2019. Cash on hand is improving. In the fourth
quarter, prices of non-ferrous metals declined gradually, but in such a situation, compared to
sales revenue in the same month, there is a tendency for the advance payment for raw
materials to decrease and the settlement payment for purchased raw materials to decrease,
and as a result, funds temporarily increase.
We don't have a detailed analysis, but we assume this happened in Q4.
8) Shareholder return

Please refer to page 15. The dividend forecast for fiscal 2019 is as stated. Our company's
dividend payout is based on business performance. Our target is the "Dividend payout ratio
35% or higher" from fiscal 2019. This represents an increase from fiscal 2018.
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As it is difficult to make a reasonable earnings forecast for fiscal 2020, we have not decided
on a dividend.

III. 2018 3-Year Business Plan: Progress of 3 major projects
1) Progress of QB2 project

Next, I will explain the progress of the three major projects of the strategies listed in the 2018
3-year business plan. Please refer to page 17.
The Quebrada Blanca Copper Mine Project was suspended on March 18 to prevent the
spread of COVID-19 infection. This was followed by an announcement by the majority, Teck
Resources of Canada on the cost of the project.
Although construction costs are expected to increase due to delays in approvals and
permits, the reduction efforts and continued depreciation of the Chilean peso are expected to
result in operating costs in U.S. dollars being generally within the initial plan. Although it is
not a suitable environment for Japanese or North American our company teams to enter
Chile with flexibility, we are trying to share information through various channels.
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2) Pomalaa Project

Please refer to page 18. The Pomalaa Project is actively conducting definitive feasibility
studies. Demand for nickel advanced materials such as battery cathode materials is
expected to continue to grow. We believe that the nickel used in these functional materials is
mainly high-purity nickel called "Class 1" or nickel chemicals such as nickel sulfate with low
impurities.
With only a small number of projects to develop Class 1 nickel, we believe that our
company's HPAL technology, which enables us to produce intermediate raw materials for
Class 1 nickel production from the abundant laterite deposits, is very significant.
3) Battery materials expansion (current situation/outlook)

In the battery cathode materials business described on page 19, the top priority is to
understand customer trends. The business environment is very dynamic, but we will take
10

appropriate action based on the accurate judgment of the situation. NCA has established
monthly production output of 4,550 tonnes, and we are now focusing on monetizing invested
capital.
Currently, the global car production is expected to decrease due to the spread of the COVID19 infection, and the xEV market will inevitably be limited to a certain extent. However, there
is no room for doubt about the growth of xEV over the medium to long term. We will continue
to carefully assess "tidal current" and take appropriate measures that will lead to growth.

IV. Recent operational conditions and impact of COVID-19
1) Mineral Resources (1) Progress of debottlenecking at Sierra Gorda Copper Mine

From page 20, we will explain the current operating conditions and the effects of the COVID19. The 21 page Sierra Gorda copper mine is normally operational and the impact of the
COVID-19 is limited.
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1) Mineral Resources (2) Overseas copper mines

See page 22 for other major overseas copper mines. There has been no major impact,
except for a limited operation at Cerro Verde in Peru. However, when the economic
environment is uncertain as it is today, major natural resources companies take such
measures as reducing operating costs and postponing investment, which may affect
production volumes, so we will keep close communication with partners.
1) Mineral Resources (3) Gold mine and project

Please refer to page 23. It is the situation of a gold mine. We are maintaining normal
operations for Hishikari. Various preparations are underway for Cote gold project, but some
of them have slowed down due to the COVID-19. We are focusing on risk reduction to make
a final investment decision.
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2) Smelting and refining (1) CBNC/THPAL operational situation

Please refer to page 24. The two HPAL plants in the Philippines continue to operate
following the government's policy to prevent the spread of the COVID-19 infection and the
instructions of local governments while giving priority to the safety of the parties concerned.
Since the movement of people is strictly restricted, we are struggling with the allowance of
contractors. So far, CBNC has had no significant impact.
At THPAL, it took longer than planned to resume operations after the planned scheduled
shutdown in April, but operations are now back to normal.
2) Smelting and refining (2) Domestic smelter and refineries (changes from metal
production plan released on April 1st.)

The domestic smelter and refineries on page 25 continues to operate normally while taking
measures to prevent infection. The Toyo Plant is reviewing production volumes due to a
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change in the composition of a portion of the raw material copper concentrate. We will
closely monitor the future trend of the copper concentrate market due to the influence of the
COVID-19.
Production at the Niihama Nickel Refinery is expected to decrease due to the impact of
disruptions in the distribution of raw materials caused by the COVID-19, but the impact is
expected to be minor. We expect the full operation of nickel sulfate at Harima Refinery.

3) Materials (1) Battery materials

Page 26 covers the battery materials business. Although there are concerns about the
impact of production trends in the automobile industry, the production of xEV vehicles varies
by country and region. We will closely monitor market trends and exchange information with
users to take prompt action.
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3) Materials (2) Advanced materials (crystal and powder materials)

Page 27 shows the Advanced Materials Business. Manufacturing sites continue to operate
normally while taking measures to prevent infection. As for products whose major market is
China, orders returned from around the end of the fiscal year, but we are concerned that
demand will continue to fluctuate due to uncertain consumption trends in developed
countries.

V. Vision for 2030
1) Background to revision

On March 4 of this year, our company announced the vision for 2030, which is a full model
change of the vision for 2020, the guidelines for our CSR activities. At that time, I had an
opportunity to explain roughly, so I will tell you only the points today.
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2) Image for achievement of the Vision

Pages 29 and 30 show the background of the revision and an image of the achievement
mentioned in the announcement on March 4.
3) Viewpoint of revision

Please refer to page 31. Our company's CSR activities are based on the concept of
"Contributing to the resolution of social issues through our business". For our company,
which has been engaged in the business of mineral resources and smelting and refining
where resources are available, the concept of CSR including each item of the SDGs has
become a very natural concept.
Through our long history and various difficulties, we know how difficult it is to acquire and
maintain a "Social License to Operate". We would like to utilize this backbone in our
activities.
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4) Issue-specific key measures

Pages 32 and 33 are individual key measures, but at the bottom of page 32 is the phrase
"Consider to introduce the internal carbon pricing system". This is to improve the current
situation in which investments in energy conservation and environmental improvement that
are even lower than the level required by laws and regulations in the investment plan are not
likely to be significant in terms of profitability and tend to be delayed.
Specifically, it is a system that adds economic value to the amount of carbon dioxide that will
be reduced to ensure profitability. It will be an accumulation of small efforts, but I think it is
important to carry it out.
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4) Issue-specific key measures

We will also promote drastic changes in working styles such as the formulation of smart
factory models on page 33 and remote work at the head office and other locations to prevent
infection with the COVID-19.
6) Material issues and the SDGs

Please refer to page 35. It shows the relationship between the material issues raised by our
company and the SDGs. Our company will focus on "RESPONSIBLE CONSUMPTION AND
PRODUCTION" and implement measures to support the realization of these goals.
We believe that by realizing these goals, we can also contribute to solving the other goals of
the SDGs, such as poverty, hunger, and education, in developing regions.
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VI. Q&A
Now, I will answer the questions you asked in advance.
Q&A①

Question 1 : What is the impact of the COVID-19 on your world-wide supply chain?
Answer 1 : I will explain the material. In copper, although the production of copper
concentrates in Cerro Verde, Peru, is affected, this does not immediately affect operations at
Toyo Smelting. However, in addition to the concession mine in our company, many other
copper mines are also affected by the COVID-19.
Regarding the supply chain from a nickel to battery materials, the HPAL plant in the
Philippines is not completely unaffected by the voluntary restraint system of neighboring
municipalities, but we are seeking solutions through dialogue with the local government from
the viewpoint of "How can we continue operations and not stop distribution?".
From March, there will be restrictions on the distribution of goods and the movement of
people, which will have only a minor impact, and we do not expect this to have a major
impact on the internal supply chain from the nickel plant, Harima plant, and battery materials
production bases.
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Q&A②

Question 2 : What were the thought processes and presuppositions behind the production
and sales quantity of FY2020 disclosed as reference for mineral resource business,
smelting, and refining business? How should we interpret these numbers?
Answer 2 : There are some unavoidable obstacles, such as the suspension of operations at
overseas copper mines, which have already been suspended, and the extension of the
suspension period due to restrictions on the movement of contractors. These estimates
reflect the current situation.
Of course, as a producer, we place top priority on stable supply, and as far as the situation
permits, we will continue to operate at the highest level and continue to maintain our policy
of stable supply of products.

20

Q&A③

Question 3 : What impact is the COVID-19 going to have on the structure of the non-ferrous
metal industry and your management strategy? I don’t imagine there will be a change in the
Vision, but how does the company feel it should conduct itself based on short-term and midto-long-term changes in the environment, including the structure of supply and demand?
Answer 3 : Many of the mines that are currently closed are in a care and maintenance state,
and we believe that it will be easy to resume operations if the COVID-19 regulations are
removed. A recent report says more than 260 mines around the world have shut down, but
50% have already resumed operations.
On the other hand, it will take a certain amount of time for demand to recover, but even if
there is a supply-demand gap, it will be temporary, and it will return to its original state in the
future, and the use of non-ferrous metals should not be different from what is now
considered. Therefore, we will continue to consider our strategy for non-ferrous metals.
On the other hand, the business will be affected by a situation such as the COVID-19, which
is difficult to imagine using conventional wisdom. We have no choice but to keep events that
could affect our business in the mid-to-short term, including those caused by natural
disasters, within scope. To overcome these events, we will strive to strengthen our business
base tenaciously. We also believe that it is important to maintain a sound financial position
and establish a system that enables us to recover immediately after disasters have passed,
in other words, a system of resilience.
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Q&A④

Question 4 : Construction has ceased for Quebrada Blanca 2 and the Teck has released an
estimate that development costs will rise. How will investment returns be managed?
Answer 4 : I understand that Teck Resources’ announcement was based on information
available up to the time of the announcement, stating that although there would be an
increase in operating expenses from the initial estimate due to delays in construction work
and additional expenses caused by delays in licensing and approval, the expenses in U.S.
dollar would not be significantly different from the original plan due to the continued
depreciation of the Chilean peso.
Construction has been suspended since March 18, but Teck Resources Inc. has announced
the effects of increased costs and construction delays due to the suspension. If the
interruption is prolonged, so-called burn-rate costs and fixed construction costs will increase.
This impact is also estimated by Teck Resources Inc. Also, the COVID-19 measures will be
incorporated into the construction work that will be resumed in the future, but we do not
know the impact at this time. We expect the construction to resume as soon as possible, and
we exchange information closely.
As for investment returns, we expect the mine to be very profitable in terms of mining costs,
and we expect it to be a major asset for our company. During the construction period and
after the start of operations, we will dispatch local representatives to participate in the project
through regular meetings between partners.
That's all for my explanation. Our company will continue to strive for easy-to-understand IR
communication. We would like to ask for your understanding and support. If you have any
requests or comments, please inform our IR team.
I would also like to end my presentation by asking all of you to take care of yourself at this
time of year. Thank you very much for your attention.
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