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2021 3-Year Business Plan
Nozaki: Good morning, everyone. I'm Nozaki, the President. Thank you very much for
coming to our 2021 3-Year Business Plan conference today. We would also like to ex
press our gratitude for your continued understanding and support of our company bu
siness. Then, I will explain the contents along with the materials.
The subtitle on the cover of the materials is "Renewed Challenge for Change.". The
2021 3-Year Business Plan covers three years from 2022 to 2024. Regarding manageme
nt, I would like to talk to you later about why we use the words "change" and "cha
llenge," which are relatively cliches.
1. Long-term vision and targets

Page 4 is our company's long-term vision and targets. The 2018 3-Year Business Pla
n was reviewed for the time being, but the content has not been changed this time.
Our long-term vision is to become the "world leader in the non-ferrous metals indu
stry." Our targets include the numerical targets shown on the slide. One of the ma
jor themes of the new 3-Year Business Plan is "how to enhance the content appropri
ate for a non-ferrous leader.".
2. Vision for 2030

On page 5, you can see our vision for 2030. Our company has identified 11 key issu
es and categorized them into the nine themes listed on the slide. Internally, KPIs
are defined and implemented by seven subcommittees.
On page 4, the targets of the long-term vision are listed as numerical targets, an
d our company has set "Company we want to be in 2030" as a milestone in the long-t
erm vision. The corporate vision is to show the corporate attitude of "how to work
on it" in achieving the long-term vision.
3. Review of 18 3-Year Plan 1) Safety performance

This is our review of the 2018 3-Year Plan. Safety performance is an essential par
t of the manufacturing industry's business foundation. As you can see from the lin
e chart on the slide, unfortunately, we haven't improved in the last ten years.
Our company is striving for safety on the ground-based on the "three realities pri
nciple," but there are still cases where dangerous areas or dangerous work are ove
rlooked. At present, the knowledge of external consultants has been introduced to
improve the observation ability of supervisors.
Of course, as a company, we are making our facilities inherently safer. We're now
providing some hands-on simulation experience training such as "what it means to b
e drawn into a machine" and "under what circumstances contact with heavy machinery
occurs" by using VR. We will continue to focus on safety education.
3. Review of 18 3-Year Plan 2) Impact of COVID-19

During the 2018 3-Year Business Plan period, approximately 2/3 of the time is the
period of the spread of COVID-19. Although there has been a delay in the measure l
evel, there has been no significant change in the strategy itself.
We have taken measures to prevent infection at various locations in our domestic o
perations, and we believe that the impact of the COVID-19 has been minimized. As f
or overseas operations, there have been some cases in which we have reduced the op
erations due to requests from local governments.
Overseas mine development projects were particularly affected. Large projects in N
orth and South America were significantly affected by the reduction of camps and t
he delay in mobilizing construction personnel. This recovery is part of our 2021 3
-Year Business Plan.
One issue that does not show up in the figures is that we have not been able to ex
change opinions and meet with our stakeholders in Japan directly and overseas, suc
h as business partners, over the past two years. We continued to have online inter
views, but we are concerned that this will not negatively impact the future.
3. Review of 18 3-Year Plan 3) Large-scale projects

This is the progress of large-scale projects. Each business division will tell you
the details later. Plans for the Quebrada Blanca 2 (QB2) project and the Côté gold
development project have been delayed, due to COVID-19. We are currently trying t
o recover it.
The operation level of the Sierra Gorda copper mine was improved in each stage as
a result of efforts by our company team to improve operations. The decision to sel
l the interest was made as part of our business portfolio.
3. Review of 18 3-Year Plan 4) Steps toward realizing our vision(1)

Page 9 describes our recommendations for TCFD as a part of steps toward realizing
our "vision for 2030." In our company, the 2021 Integrated Report analyzed climate
change scenarios in 2 patterns: a 1.5-degree rise and a 4-degree rise.
Today, we recognize that the biggest challenge for companies is climate change. We
must contribute to reducing the burden on the global environment, mainly when we e
xtract resources from the earth and manufacture products using many raw materials
and materials.
We are also actively participating in international organizations such as ICMM, an
d we will continue to respond to climate change following the guidelines.
3. Review of 18 3-Year Plan 4) Steps toward realizing our vision(2)

Page 10 is about business and human rights. Digitalization and the adoption of EVs
are advancing, and attention is being paid to whether the materials used in them a
re being supplied sustainably.
The acquisition of a license to operate (a social operation permit) has long been
a fundamental part of resource development. We continue to engage in dialogue with
indigenous peoples, local communities, the international environment, and NGOs, an
d we will continue to do so.
3. Review of 18 3-Year Plan 4) Steps toward realizing our vision(3)

Page 11 is our change trials, which will lead to the 2021 3-Year Business Plan. Th
is section describes our internal efforts.
Shiki-nen Reform is a project that periodically reviews existing systems and mecha
nisms and repeatedly goes through a "scrap-and-build" process. As for the change o
f ways of meeting, we have changed the course of meetings at the management level.
We are currently working on the refurbishment of our head office.
We know from history that companies will gradually deteriorate if they maintain th
e status quo, so we are taking on the challenge of changing it.
3. Review of 18 3-Year Plan 5)Progress toward the targets

In terms of progress toward the targets, copper, nickel, materials, and net income
are shown as bar graphs. Although net income at the bottom right of the slide is e
ntirely different from the trial calculation in the 2018 3-Year Business Plan due
to the upturn in the market for non-ferrous metals, it has been cleared on a numer
ical basis.
In the materials business, we aim for a profit of 25 billion yen under the long-te
rm vision. The figure was 23 billion yen, though slightly less than the target. Ho
wever, we have achieved results that demonstrate that counting the long-term visio
n is not a distant goal.
1. Business environment

We will explain our business environment starting on page 14. In terms of our busi
ness environment, the supply and demand of non-ferrous metals have been attracting
a great deal of attention in the context of social movements, as I mentioned earli
er, and demand has been increasing. However, the timing of the start of projects f
or both copper and nickel is expected to ease the supply and demand balance tempor
arily.
Our business environment for resource development and smelting and refining operat
ions has become more severe, and the difficulty of resource development has become
more pronounced in recent years. However, the field of materials is expanding, and
we intend to continue supplying materials that can contribute to society. Each bus
iness unit will explain later.
2. Major issues we face (Social factors)

This 3-Year Business Plan has identified three key issues: carbon neutrality, DX,
and human resources strategy.
The items listed on the slide are difficult to perceive as a crisis as familiar to
every company employee as the COVID-19. At the management level, we are very conce
rned that if we do not address these issues now, we will lose our corporate streng
th in the future.
Without carbon neutrality and a reduced carbon footprint, there is a risk of being
removed from the supply chain. As for DX, I feel that if we don't do this, we will
be inferior in competitiveness.
Without human resources, a company will not survive. These three significant chall
enges are the characteristics of this 3-Year Business Plan.
3. Positioning of 21 3-Year Plan

The slide shows the positioning of the 2021 3-Year Business Plan, including the fa
ctors mentioned above. As I said earlier, a company cannot survive unless it chang
es or keeps changing.
There are various challenges, but carbon neutral and DX maybe some external pressu
re. However, we would like to utilize this as an opportunity for change. I would l
ike to see solutions to essential issues lead to change and revitalize the organiz
ation. The above is an explanation of the business environment.
[18 3-Year Plan: 4 Challengies]

I will talk about the main strategies of the 2021 3-Year Business Plan. It is desc
ribed as "Four Challenges." As I always say, corporate governance at our company i
s a system that maximizes corporate value and ensures sound management. Maximizing
corporate value is defined as promoting growth strategies and strengthening the bu
siness foundation.
"Challenge 4" at the bottom right of the slide shows the strengthening of the busi
ness foundation, but it can also be interpreted as strengthening the management fo
undation. We believe that this challenge will contribute to maximizing the corpora
te value of "Challenge 1" described in the upper left. In response to significant
trends, such as changes in social conditions and increasing corporate social respo
nsibility, Challenge 3 is adapting to changes in the social environment.
Challenge 2 is related to the two categories just described, but it is mentioned i
n terms of sustainability as a company.
Challenge 1: Increasing corporate value Promoting large-scale projects:1) Batter
y materials

We will explain each challenge from page 19. We'll provide some business-related e
xplanations for a while, but the general managers will explain the detail later, s
o I would like to mention just the points.
In the cathode materials business, in the previous 3-Year Business Plan, we talked
about increasing production capacity to 10,000 tons per month during the 2024 3-Ye
ar Business Plan. We have not changed this plan and set a new target of 15,000 ton
s per month over the 2027 3-Year Business Plan period.
In addition, as noted at the bottom of the slide, some manufacturing sites are int
roducing Toyota Production System. The expansion will continue, but we have reache
d a certain point, and we want to introduce TPS to improve our cost competitivenes
s.
Challenge 1: Increasing corporate value Promoting large-scale projects: 2) Pomal
aa

Page 20 is the Pomalaa project in the smelting & refining business. As I will expl
ain later, this is one of the upstream measures in the value chain of our nickel b
usiness. This is also a significant initiative.
Challenge 1: Increasing corporate value Promoting large-scale projects: 3) QB2

Page 21 is about the Quebrada Blanca 2 (QB2) project. This is under construction.
The planned production volume for 2024 is 280,000 tons, a vast mine. We are also m
aking progress in checking the number of resources.
The general manager will explain later that this project is characterized by highcost competitiveness. The cost of mining depends on how much and how little of the
pre-stripped ores, so-called "Zuri"(in Japanese). This mine needs very little of t
hat clay. We look forward to cost competitiveness in this regard.
Challenge 1: Increasing corporate value Promoting large-scale projects: 4) Côté

Page 22 is the Côté gold development project in Canada. The construction started l
ater than planned, but now the construction is progressing steadily. New resources
are expected to be acquired in the neighborhood area.
Challenge 2: Improving core business sustainability 1) 3-biz collaboration (1)

Page 23 is about a 3-business collaboration. We aim to strengthen the value chain
for nickel to batteries. We are also making steady progress in the upstream Pomala
a project, which we talked about earlier, and measures to secure resources for the
existing Coral Bay Nickel (CBNC) and Taganito (THPAL) plants in the Philippines. I
t will also continue to search for new sources of nickel.
Challenge 2: Improving core business sustainability 1) 3-biz collaboration (2)

On page 24, we look at the downstream aspects of enhancing the value chain. We aim
to establish a recycle processing system of 10,000 tons during the 2024 3-Year Bus
iness Plan, and we are planning to conduct tests with actual equipment during the
2021 3-Year Business Plan.
Challenge 2: Improving core business sustainability 2) Hishikari Mine

Page 25 shows the operation of the Hishikari Mine. Since its operation in 1985, it
is estimated to produce about 260 tons of gold by the end of March. If you compare
it with 83 tons of Sado Gold Mine, you can see its scale. It is the largest gold m
ine in Japan.
This mine is a gold mine of very high quality in the eyes of the world, but we are
thinking of moving to a sustainable operating system based on the concept of mine
life. Since the high grade points of ore has been confirmed, the amount of gold p
roduced will be slightly reduced by shifting to mining at the average grade.
However, when combined with the Côté we just mentioned, our group's gold productio
n will increase in 2024.
Challenge 2: Improving core business sustainability 3) Copper smelting and refin
ing

Page 26 focuses on strengthening the copper smelting & refining business. Toyo Sme
lter & Refinery has been our company's flagship smelter since it began operations
in 1971. To continue to be our company's core business, we will continue to invest
in infrastructure improvements.
Challenge 2: Improving core business sustainability 4) Advanced materials

Page 27 is our strategy for expanding our advanced materials business. We will con
tinue to develop and sell products that contribute to the digitalization of societ
y and the reduction of carbon emissions. We will be pursuing our 2021 3-Year Busin
ess Plan with the products listed on the slide.
Although these products are in growing markets, our mission is to achieve our prod
uction and sales volumes that exceed the market's growth.
Challenge 3: Adapting to changes in the social environment
(1)

1)Carbon neutrality

See page 28 for adapting to changes in the social environment, especially about ca
rbon neutrality. In this 3-Year Business Plan, we plan to reduce GHG emissions bel
ow fiscal 2013, formulate a plan to achieve net 0 GHG emissions by 2050, and promo
te various measures.
A Carbon Neutrality Promotion Committee has been established to promote individual
measures, plans and discussions. As I said earlier, we will fulfill the commitment
s of international organizations such as ICMM.
Challenge 3: Adapting to changes in the social environment
(2)

1)Carbon neutrality

Page 29 is what we will do in our 3-Year Business. I am thinking of investing 12 b
illion yen. Of this amount, 5 billion yen was spent on fuel conversion and renewab
le energy, and 7 billion yen was spent on research and development to reduce GHG e
missions, including scope 3, including applying the Internal Carbon Pricing (ICP)
system.
Our company's GHG emissions are approximately 2.8 million tons in Japan and overse
as. About 1.4 million tons each, half in Japan and half overseas, 60% of which com
es from electricity. First, we want to focus on reducing the GHG emissions from th
e remaining 40% of operations.
Challenge 3: Adapting to changes in the social environment
(3)

1)Carbon neutrality

Page 30 describes the promotion of products, new technologies, and processes that
contribute to carbon neutrality. Concerning the products listed on the slide, our
approach may require the use of petrochemical fuels to produce metals from oxide o
res and may emit CO2 to neutralize them, but we will consider alternatives based o
n the power of technology.
Challenge 3: Adapting to changes in the social environment

2)DX

Page 31 is our second major challenge: DX. Specifically, the DX Promotion Committe
e will be established similarly to carbon neutrality to accelerate company-wide D
X. Our company has many technical and operational divisions, and DX-related initia
tives have been in place for several years. We will integrate these initiatives th
roughout our company and clarify the direction.
As shown on the slide, we plan to invest a total of 15 billion yen during the 2021
3-Year Business Plan. We will digitize our operations and consider the development
of digital operations and digital businesses.
Challenge 3: Adapting to changes in the social environment
g, and utilizing human capital

3) Securing, fosterin

Page 32 is our human resources strategy. Concerning the declining birthrate, the a
ging of society, and the liquidity of the labor market, we are aware that companie
s have shifted to the side selected by the labor market. The awareness of working
has changed over the past two to three years, especially among young people. We re
cognize that this is a fundamental challenge for the survival of our company.
Naturally, human resources are resources and capital. We intend to divide this man
agement into three segments: securing, fostering, and utilizing. We are taking var
ious measures, and as shown in the slide, we will take soft measures.
Challenge 4. Strengthening the foundation of business management 1) Sources of c
ompetitiveness

Page 33 is about strengthening our foundation of business management. The "Source
of Competitiveness" is shown on the slide. The backbone of our management is Sumit
omo's Business Spirit. As for the seven competitive strengths, we are looking to s
trengthen our foundation at the points listed on the slide.
Challenge 4. Strengthening the foundation of business management 2) Safety

Page 34 is our commitment to safety. As I said earlier, the reality is that they a
re not improving. We will redouble our initiatives to prevent serious and repeated
accidents.
We feel that the safety measures we are taking are not effective enough, but as a
company, there may be times when experience has not been passed down because gener
ations change and people change.
Therefore, I believe that it is fundamental to do the same thing repeatedly, but I
would like to accept and change the proposals of external consultants that I have
just mentioned to the extent that they do not become an obstacle to doing so.
Challenge 4. Strengthening the foundation of business management 3) Promote sust
ainability (1)

On page 35, we will explain sustainability measures to our vision for 2030. This i
s described in the integrated report, so I will omit the explanation.
Challenge 4. Strengthening the foundation of business management 3) Promote sust
ainability (2)

This is a review of our sustainability promotion system. We understand that the hi
story of the Sumitomo Metal Mining Group is the history of CSR and sustainability.
We have been engaged in CSR activities to solve social issues through our business
es.
The understanding that our company's CSR activities are the same as today's sustai
nability activities has spread throughout the company. However, while the term "su
stainability" has become widely used, we have difficulty explaining it.
To gain a clear understanding of our company's activities, we decided to establish
an organization that fully emphasizes the word sustainability, putting aside our c
ompany's interpretation.
Challenge 4. Strengthening the foundation of business management 3) Promote sust
ainability (3)

This is our sustainability promotion framework. There is a Sustainability Committe
e under the President, and under it are the 7 Sustainability Subcommittees, 4 Mana
gement System Working Groups, etc., from the left side of the slide. These have al
l reorganized what is now our company's operating organization.
The Carbon Neutrality Promotion Committee and the DX Promotion Committee are alrea
dy working independently and reorganized.
Challenge 4. Strengthening the foundation of business management 4)Corporate gov
ernance (1)

This is the basic approach to corporate governance, as I mentioned earlier in our
company's section on corporate governance.
Challenge 4. Strengthening the foundation of business management 4)Corporate gov
ernance (2)

This is a framework of corporate governance. This is the overall picture of our co
mpany's corporate governance, including the sustainability promotion structure sho
wn at the bottom right of the slide. The execution is all under the President.
Challenge 4. Strengthening the foundation of business management 5)Corporate gov
ernance (3)

Page 40 shows our policy on the business portfolio as required by the Corporate Go
vernance Code, etc. As far as the portfolio is concerned, it may be a matter of bu
siness revitalization, but in the case of our company, after considerable selectio
n and concentration about 20 years ago, we believe that businesses close to our co
re business are still in our hands.
Even in such a situation, we cannot randomly manage our business, so we are consid
ering setting so-called financial efficiency indicators to monitor the business tr
ends. We will work our business portfolio using ROCE (Return on Capital Employed)
as an indicator.
In the case of our company, we look at each business unit. Few assets in our busin
ess units are not related to our business, and we believe ROCE is good. The target
for the 2021 3-Year Business Plan is 5.5%.
Challenge 4. Strengthening the foundation of business management 5)Corporate gov
ernance (4)

Page 41 describes the takeover defense measures in the corporate governance announ
ced yesterday. Given the nature of our company's business and the assets it holds,
the emergence of an abusive acquirer remains a threat. As a result, since 2007, we
have proposed and continued pre-warning takeover defense measures at shareholders'
meetings.
Many investors are familiar with the situation in our company, but very often, we
receive negative feedback about proactive defenses against unspecified acquirers.
In light of the current situation, I do not think they need for countermeasures ha
s changed for our company, but we have decided not to continue the anti-takeover m
easures.
1.Progress to target

As the 2021 3-Year Business Plan achievement, page 43 refers to progress to the ta
rget. This is a rather rough document, but we would like to say that if global eco
nomic growth is assumed to be around 3% per year, growth of approximately 10% in a
certain 3-Year Business Plan period is not a growth strategy. If I want to, I want
to aim for more.
Both resource development and capital investment are carried out, and the results
may not be obtained during a certain 3-Year Business Plan period. However, if resu
lts are achieved, we aim to achieve growth that meets the expected growth rate ove
r multiple 3-Year Business Plan periods.
As for copper, in 2024, it was 270,000 tons, an increase of about 40,000 tons. We
hope to increase this to 300,000 tons further.
2. Business Performance

1) Profit/Loss Trial Calculation under 3-Year Plan

This is a trial calculation of our business performance. The chart on the slide sh
ows the trend of profit. Although the 2024 trial calculation is not as good as the
2021 forecast, the forecast is based on the assumption that copper is $8,000 per t
on, nickel is $7.50, gold is $1,600 per ounce, and the exchange rate is 115 yen fr
om the right side of the table at the bottom of the slide.
2. Business Performance

2)Trial Calculation of 21 3-Year Plan

Let me explain how the trial calculations on page 44 compare
ent business performance. There is a waterfall graph on page
is the forecast for 2021. It is affected by about 60 billion
tors. Sierra Gorda is a unique factor for a single year, and
lion yen.

to our company's curr
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I would like to say a few things about the extent to which I can explain it withou
t those impacts. First of all, the cost difference is 23 billion yen, which result
s from trial calculations based on the expectation that energy costs will rise in
overseas copper mines.
In addition, approximately 24 billion yen has been recorded as an asset replacemen
t effect. This is the difference between the loss of Sierra Gorda due to the contr
ibutions of QB2 and Côté, but I think it is a strategic effect.
2. Business Performance

3) ROCE by segment

This section describes ROCE by segment from resources to materials. As for the ROC
E estimated in fiscal 2024, the target of 5.5%, which I mentioned earlier, has bee
n cleared as a whole. By division, there are some areas where we have not achieved
the target due to the upfront burden of certain investments and price reductions.
We will continue to watch them.
3. Capital expenditure & investment/lending

This is capital expenditure. The 2018 3-Year Business Plan calls for a capital exp
enditure of 330 billion yen, but actual results are expected to be 164 billion ye
n, about half of the total. Including unrealized capital expenditures such as dela
ys in this project, we plan to invest 494 billion yen in plant and equipment under
our 2021 3-Year Business Plan.
4. Research & development expenses

These are research and development expenses. You can see an increase of 30% compar
ed to the 2018 3-Year Business Plan.
5. Dividend policy

This is our dividend policy. Our company pays dividends to shareholders in a perfo
rmance-based manner. The consolidated dividend payout ratio is at least 35%, the s
ame as the current ratio, but it is "principle."
What I would like to say is that, as I explained earlier, we would like to activel
y implement carbon neutrality, in particular, if BAT (Best Available Technology) i
s developed through technological innovation and our company considers it applicab
le. In that case, the level of investment will probably be relatively high.
Compared with cash flows from operating results, when such unique factors arise, i
t is difficult to say that we do not make any proposals that are not 35% as shown
on the slide, taking into account the current financial condition, future financia
l forecasts, and financial position forecasts.
There's nothing like that right now, so if there's nothing more to come, that's wh
at's on the slide.
6. Cash flow and financial strength

This is the cash flow and financial strength. The operating cash flow is 450 billi
on yen, the investment is 600 billion yen for three years, and about 150 billion y
en is procurement.
Under these circumstances, some people might say that the dividend payout ratio wi
ll remain at 35%. As for our financial position, we are targeting a capital adequa
cy ratio of 50%, and as long as this ratio is maintained, we intend to return prof
its to shareholders as planned.
In terms of financing, projects can be project finance, green finance, or conventi
onal corporate bonds. However, we are not considering equity financing at this tim
e.
The above is an overview. From here on, the general managers of the division in ch
arge will explain the strategy of each business.
1. Mineral Resources Business

1) Important Themes

Sato: I'm Sato. I will explain about the Mineral Resources Business. There are thr
ee essential themes of resources in the 2021 3-Year Business Plan.
The first is the planned completion and startup of the Quebrada Blanca 2 and Côté.
The second is a redesign of the production system at the Hishikari Mine. The third
is the acquisition of new projects and expansion of the pipeline after the sale of
Sierra Gorda.
1. Mineral Resources Business

2) Quebrada Blanca 2 Project

First, I will explain Quebrada Blanca 2. Our company has a 25% interest and aims t
o start production in the second half of 2022.
As Nozaki explained earlier, the characteristics of this project are that the stri
pping ratio is meager at 0.72 percent, and the ore grade is also 0.52 percent. It
is pretty high compared to the average grade of 0.3. Later, I will explain our pri
mary mines, such as Morenci and Cerro Verde.
In addition, ore dressing using seawater is performed, but all seawater is desalin
ated. The actual yield is 90% by using desalinated water for ore dressing. Because
of these conditions, the project is cost-competitive.
In 2024, the final year of the 2021 3-Year Business Plan, we will plan to produced
284,000 tons, 71,000 tons for the interests of our company. Combined all mines pr
oduction, 270,000 tons of concession copper in 2024. This is making up for the los
s in Sierra Gorda and reaching even higher levels. However, there is a preconditio
n that existing mines must continue to operate stably.
1. Mineral Resources Business

3) Copper mines abroad

Our company's primary copper mines are Morenci in the United States, Cerro Verde i
n the Peruvian Republic, and Candelaria in Chile, while Morenci and Cerro Verde ar
e among the world's top 10 copper mines with an annual production of around 400,00
0 tons. We will continue to strive for stable operations together with Freeport Mc
moran Inc.
On the other hand, Candelaria has been unable to meet production targets due to th
e union strike two years ago, and the prevention of pit collapses last year. In th
e future, we will strengthen the system and aim for 180,000 tons in 2024, 30,000 t
ons more than in 2021.
1. Mineral Resources Business

4) Hishikari Mine, Côté Project (Au)

This is about Hishikari Mine and Côté. At the Hishikari Mine, we will shift to
rations that emphasize sustainability. Aiming to extend our mine life, we will
us on mining at an average grade of mineable ore. Production volume was 6 tons
year during the 2018 3-Year Business Plan and will be 4.4 tons per year during
2021 3-Year Business Plan.

ope
foc
per
the

As a topic, the startup of a hot spring dewatering facility will be completed duri
ng the 2021 3-Year Business Plan. As this is the first operation of a new hot wate
r dewatering facility in about 30 years, we will actively explore the deep part of
the ore body below the current hot spring water level to acquire new ore. In addit
ion, we will review our operating system by incorporating the latest technologies
such as DX to reduce costs.
With the completion of construction in the first half of 2023 and the transition t
o stable production, the Côté project aims to produce 13 tons of gold in 2024 and
4 tons from its interests in our company. That's all for my explanation.
2. Smelting & Refining business

1) Important themes

Matsumoto: I'm Matsumoto from the Non-ferrous Metals Division. I will explain abou
t the smelting & refining business.
There are two critical themes as metals that I will explain today. The first is to
strengthen the value chain of our group's nickel business and to strengthen the va
lue chain centered on our company's distinctive nickel, and we will explain our ef
forts to "enlarge the core.".
As shown in the slide, the nickel business in our company is involved in the devel
opment of low-grade nickel oxide ore at overseas mines and manufacturing mixed sul
fide, an intermediate raw material, using a technology called HPAL in the field.
This is transported to a refinery in Japan to manufacture a nickel sulfate, which
is then used as a raw material to manufacture cathode materials for batteries, mai
nly automotive batteries, and supply them to battery manufacturers. We are working
to strengthen this process.
The second theme is our efforts to strengthen the competitiveness of the copper bu
siness, the backbone of our company's smelting and refining business.
2. Smelting & Refining business

2) Enhancing value chain of Group’s Ni business

Concerning strengthening the value chain of the nickel business, which I mentioned
earlier, we will continue to promote the Pomalaa project in terms of raw material
processing. In addition, we will continue to provide a stable supply of nickel-bas
ed raw materials for batteries and advanced materials.
Recycling of batteries is a topic of the 2021 3-Year Business Plan. As explained e
arlier, we plan to commence operations at the plant during the 2021 3-Year Busines
s Plan and bring the plant to a level capable of processing 10,000 tons per year d
uring the 2024 3-Year Business Plan.
The right side of the slide shows the battery to battery recycling model. We will
collect the deteriorated battery of the EV on the market and receive it after the
domestic pretreatment manufacturer processes it.
Our company uses a combination of pyrometallurgical and hydrometallurgical process
es to recover nickel, cobalt, copper, and lithium recently released in a press rel
ease and then supplies it as raw material for batteries.
2. Smelting & Refining business

3) Enhancing competitiveness of Cu business

As for the second theme, strengthening the competitiveness of the copper business,
we will focus on the four points shown on the slide.
First, the production volume of electrolytic copper at the Toyo Smelter & Refinery
is currently 450,000 tons per year. By remodeling these bottlenecks and other faci
lities, we will increase production by another 10,000 tons, creating a system of 4
60,000 tons per year.
Secondly, we are further improving the recovery rate. We are improving the recover
y rate by recovering valuable metals from various intermediates and slag.
Thirdly, from the perspective of creating quality that meets market needs, higher
purity electrolytic copper has been required to develop EV business in recent year
s. We aim to respond to such conditions and supply them to our customers.
Fourthly, as for the promotion of logistics optimization within plant premises, we
are working to further improve the environment and efficiency to strengthen our co
mpetitiveness. That's all for my explanation.
3. Materials business

1) Important themes

Abe: I'm Abe, and I will explain the battery materials business.
One of the critical themes of battery materials in this 3-Year Business Plan is to
aim for a share of the world's top-class nickel cathode materials. Here are some n
umbers from a research company: our company is currently in the top five for the s
hare of cathode materials in the world. We're trying to stay in the top five.
3. Materials business

2) Battery materials (1)

In the battery materials business, the new plant we are currently working on will
be named the Niihama Plant, and we will work to start a business to expand product
ion by 2,000 tons. The facility is scheduled to be completed and launched by the e
nd of fiscal 2024 and is positioned as a model factory for DX promotion. The DX is
intended to improve productivity and critical quality through machine learning and
automated control of production facility operating parameters through data analysi
s.
During the 2021 3-Year Business Plan, we plan to hire and train staff at the new p
lant ahead of schedule and establish the new plant.
Next, I would like to explain the stable production of 4,850 tons per month and th
e improvement in profit and loss of the NCA currently in operation. In order to es
tablish a stable production system by improving facilities, customers are demandin
g that our products become more sophisticated, and we are dealing with quality pro
grams in particular.
In addition, we plan to implement improvement measures at each site, such as reduc
ing repair costs, reducing unit costs, and improving productivity. As part of this
measure, we consider introducing the Toyota Production System that Nozaki explaine
d earlier. In addition to improving on-site capabilities and reducing costs, anoth
er important point is introducing TPS for human resource development. It is curren

tly being used in Sumiko Energy Materials Co., Ltd. in Fukushima Prefecture and is
planned to be expanded to all sites during this 3-Year Business Plan.
3. Materials business

2) Battery materials (2)

As Nozaki explained earlier, we aim to increase battery materials production to 1
0,000 tons per month by the end of fiscal 2027 and 15,000 tons by fiscal 2030. How
ever, even if the new plant is completed, it will be 7,000 tons. This is still not
enough.
We intend to consider this issue, including customer requirements and locations. I
t is important to secure raw materials. As explained earlier by the Non-ferrous Me
tals Division, we intend to ensure new suppliers and promote recycling together wi
th the smelting & refining business.
In the battery materials business, the European Directive announced in December ca
lled for a 4% recycling rate for nickel in cathode materials by 2030, and we inten
d to promote this as a target.
We plan to increase the number of employees at our new plant by more than 200 duri
ng this 3-Year Business Plan period. We will continue to secure human resources.
As for GHG reduction measures throughout the battery life cycle, we plan to focus
on green procurement of electric power at sites and the conversion of heat sources

to natural gas during the period of this 3-Year Business Plan to work toward GHG r
eduction. That's all for my explanation.
3. Materials business

3) Advanced materials (1)

Takizawa: I am Takizawa, General Manager of the Advanced Materials Division. The f
irst point of the 2021 3-Year Business Plan for the Advanced Materials Business is
to strengthen portfolio management. This division has a wide range of products, in
cluding powder materials, crystal materials, and packaging materials. We aim to ke
ep our portfolio updated and in optimal condition. We believe this will enable us
to continue to grow.
The aim of the Advanced Materials Division for a long period has been clearly stat
ed, and the goal and aim will not change even if the organization and people chang
e have been confirmed. As you can see on the slide, we want to be a product group
with high profitability and top market share.
We have also introduced roadmap management as a tool to realize this vision. As sh
own in the slide, there are three roadmaps: the market, business divisions, and ne
w products. This roadmap overviews social and market trends. We anticipate the fut
ure, identify changes and new needs, and consider adapting and growing. In additio
n, we will share the direction and course we always aim for, and the parties conce
rned will work to realize it.

The second is to maximize revenue. The electronic components industry, in which we
supply materials and components, has recently been defined by the term DX. Against
this background, a high growth rate is expected in the future.
However, if this division grows at the same rate as this growth rate, the value of
the business will be questioned. For this reason, we believe that our presence as
a business is valuable only when we achieve a positive growth rate in the market.
By introducing new products or technologies, developing and operating innovative p
roduction processes, and developing new sales strategies, we hope to achieve the g
rowth as mentioned earlier rate plus alpha.
3. Materials business

3) Advanced materials (2)

Page 63 covers the powder materials business. In the paste business, we will expan
d our nickel paste business based on the MLCC by developing new products to meet t
he needs of our customers, particularly in the high-functionality sphere.
In ink materials, we will ensure that demand from existing customers grows. In add
ition, we will develop new markets and new applications by taking advantage of the
advanced characteristics of ink materials to achieve a market growth rate plus alp
ha.

As for the Ome District Division, a major manufacturing and development base for p
owder materials, we will start a plan to strengthen and accelerate the development
of new products by consolidating the research & development functions of the powde
r materials business, which are currently scattered throughout Japan, in the Ome d
istrict.
3. Materials business

3) Advanced materials (3)

The crystal materials business follows this. The LT and LN substrates market is ex
pected to grow further due to the spread of 5G smartphones. We will take advantage
of this opportunity to expand sales. FR is a component of optical communications e
quipment, and the telecommunications market is expected to continue to grow at a h
igh rate. We would like to build a manufacturing and sales system so as not to mis
s this opportunity.
In the package materials business, we will retain the top share of COF substrates
for displays in the tape materials business and expand the development and sales o
f high-performance substrates for smartphones.
Concerning SiC (silicon carbide), which we are working to commercialize, we are wo
rking to penetrate the market with our group's proprietary "laminated substrate" t
echnology. We are rapidly addressing these issues to start mass production for aut
omotive applications in 2025 as a milestone. That's all for my explanation.

Questions and Answers: On asset replacement, capital expenditure, Indonesian poli
cy, and LFP
Questioner 1: I have three questions. First, please explain on page 45. The graph
in the slide is described as "plus 24 billion yen for replacement of mine interest
". The Quebrada Blanca 2 and the Coté Project contributed to it, including the wit
hdrawal of Sierra Gorda. Is it just my understanding?
I think Sierra Gorda was 8 billion yen this term. If this disappears and the Coté
project and QB2 are added, will it be 32 billion yen plus, and will it be 24 billi
on yen in total? Or could you tell us what this plus 24 billion yen is, including
whether there will be any profit contribution from the withdrawal of Sierra Gorda,
which will result in some kind of withdrawal clause?
Nozaki: I'm not going to give you specific figures, but QB2 and Coté are the facto
rs that will increase profits. As for Sierra Gorda, in terms of financial measure
s, it includes items such as profit and loss adjustment of an investment subsidiar
y, so I think that the amount recorded in FY 2021 is probably higher than what you
think. It means that there is no discrepancy in our calculation.
Questioner 1: Could you explain it more clearly?
Nozaki: I think the question is how to look at Sierra Gorda's profits and losses.
The earnings of Sierra Gorda, including those of its investment subsidiaries, are
the result of a variety of financial interactions, including interest rate and loa
n loss provisions. Therefore, I would like you to think that the figures are diffe
rent from the performance of the mine itself. If you compare 2021 to 2024 based on
the graph on the slide, you will understand that there are other elements to compa
re the actual mine performance.
Questioner 1: In other words, "8 billion yen" refers to the profit from the equity
-method profit , but there is a portion of the loss that is decreasing, including
the investment subsidiaries that invested in the equity method, which is being eli
minated, and QB2 and Coté contribute effectively, resulting in an additional 24 bi
llion yen?
Nozaki: As a matter of fact, Sierra Gorda-related profits in fiscal 2021 are expec
ted to exceed equity in profit, as financially positive.
Q & A: Capital Expenditure Planning

Questioner 1: The second question is about capital expenditure planning on page 4
7. In the smelting and refining business, the amount was 293 billion yen, but beca
use of Pomalaa, the 18 3-Year Business Plan total has shrunk, and I understand tha
t it has shrunk slightly due to the COVID-19. Please tell me if Pomalaa causes thi
s 200 billion yen. This time, the Toyo Smelter & Refinery reinforcement is added,
so it's a little difficult for me to understand.
Nozaki: A significant portion of this is what we call a new source, this time Poma
laa. I would like you to consider this as an investment. It is not clear whether c
apital expenditure and lending are actually used, but capital expenditure is used
at present.
Questioner 1: Even if you invest in these three years, it says that you will start
up in the second half of the 2020s. Does the next 3-Year Business Plan mean that c
onstruction is continuing?
Nozaki: That's right. The investment amount of 494 billion yen is indeed large, bu
t if you look at the capital expenditure in our company on a consolidated basis, t
he depreciation expense is about 45 billion yen. Even if the amount of investment
for maintenance and renewal alone is 45 billion yen for three years, that is, 130
billion yen to 140 billion yen, it is expected, so if you think about 360 billion
yen as a new project-related amount, it is not a too large amount.
Q & A: Impact of Indonesian Nickel Policy Change
Questioner 1: I got it. As for the third question, I think the Indonesian smelting
and nickel policy has changed slightly. According to them, "Don't deal with things
like nickel pig iron anymore" and "Shift to things with higher added value as much
as possible." In an extreme case, I think it means "we will impose export duties o
n nickel pig iron this year.".
As for your company's "higher value-added products," the first impression I receiv
ed from the Pomalaa project was that "This is a high value-added nickel, so I thin
k there's any danger of stopping it.". Is there any risk that your company's plan
will not go as planned because of this Indonesian policy change? Also, in the cour
se of this review, I think the frequent LFP of battery materials has been taken in
to consideration, but I would like to hear your company's findings.
Nozaki: Abe, General Manager of Battery Materials Division, will answer LFP. As fo
r Indonesian tariffs, as you said, there is talk of imposing tariffs on ferronicke
l and NPI. However, we will make an intermediate product called Mixed Sulfide, whi

ch has higher nickel purity. For this reason, I do not expect to be affected by th
e tax policy so far. But I'm sure we're paying attention.
Abe: Let me tell you our view on LFP. Major automobile manufacturers have already
announced that they will use LFP in areas where prices are low. There are many LFP
EVs in China, and we believe that 40% of the global market will be LFP.
However, we estimate that 60% of EVs will be made from nickel-based materials, so
we expect demand for nickel EVs to continue.
Q & A: Interim profit and loss calculations and revenues of Quebrada Branca
Questioner 2: I have two questions. From the graph on page 45, the first point is
that even if you remove the market factors, the target would be a little lower tha
n the current figure. Could you tell us if you had not thought of trying to increa
se the profit by trying a little harder?
Second, regarding the "Quebrada Blanca 2 Project," could you tell us how much prof
it contribution you see in total in this 3-Year Business Plan, and what is the tax
stabilization provision of Chile's Foreign Capital legistration No. 600?
Nozaki: As for your question, the first is how much you thought about "doing your
best" during the 3-Year Business Plan. Second, the contribution of Quebrada Blanca
and DL 600, the so-called tax agreement, is also related to the royalties currentl
y being discussed in Chile, so that Sato will respond to that later.
You may have an impression that our profits and losses are insufficient during thi
s period, but the position we are in now is the period in which we are completing
the large-scale investment in progress. In addition, we believe it is time to inve
st in carbon neutrality and other investments that are not directly profitable.
It may not be impossible to control spending and make money, but I think it's time
to spend rather than do it. Please understand that it will lead to the next step u
p.
Sato: I would like you to consider the profit of Quebrada Blanca in the range of a
bout 10 billion yen. The rest is related to the Tax Stabilization Agreement. We be
lieve that the Agreement will be maintained for 15 years after the start of operat
ions, and we do not think that it will have any immediate impact.
Q & A: Profit from materials business during the 3-Year Business Plan period and
acquisition of new projects

Questioner 3: I have three questions. The first point is that the profit of your m
aterials business during the 3-Year Business Plan period is 15 billion yen, so I h
ave an impression that it will not increase a little. Please tell me the backgroun
d of this. The second theme was the acquisition of new projects in the mineral res
ource business. Please let me know if other deals, including your company's human
capacity, are possible in the first place.
Lastly, as you have experience stabilizing operations at a mine in Sierra Gorda, I
would like to hear your thoughts on how this has contributed to your company's att
ractiveness as a buyer.
Nozaki: As for the profit and loss of the materials business, I will answer the qu
estions because the answers will differ from the individual division managers.
As you said, our profit will decrease compared to fiscal 2021. However, as I expla
ined in the middle of the explanation, we are aiming for quantitative expansion of
advanced materials, so we are thinking of improving our profitability. However, we
are now making major investments, particularly in battery materials.
In addition, as you mentioned, it will be three years in which we will be leading
the way in terms of costs, because we have to provide a wide range of human resour
ces. The following 3-Year Business Plan is to make profits as soon as possible.
Sato will explain the capacity for acquiring new resource projects and how the Sie
rra Gorda operations team will leverage its contributions in the future.
Sato: We are currently engaged in two projects, Quebrada Blanca 2 and Côté, and as
you pointed out, there is a balance of human resources. There is no doubt that we
will focus on completing these two projects during this period.
On the other hand, resources will be depleted. We will do various searches to trea
t the next one from now on. We have not seen the local area for a long time due to
the COVID-19. We have prepared a shopping list and plan to travel around the count
ry actively after the COVID-19.
In addition, based on our experience of improving operations in Sierra Gorda, we a
re looking for medium-scale and small-scale mines that can increase value through
our efforts, even in operational mines, not in development projects.

On the other hand, we are also engaged in exploration. Metal prices are very high
right now, and it's pretty expensive to buy a on-going project, so growing from th
e exploration will take time, but we want to do it in parallel.
Q & A: Profit target of the materials business, profit/loss difference of the mat
erials division in the medium-term profit/loss calculation, and ROCE target
Questioner 4: I have two questions. The first question concerns the materials busi
ness. In the materials business, you explained that it had raised the production v
olume target for cathode materials for batteries from 10,000 tons to 15,000 tons o
ver the long term. Despite this, your company's long-term profit target for the ma
terials business remains unchanged at 25 billion yen. The previous explanation sai
d that profit would not increase during this 3-Year Business Plan due to cost prio
rity. Could you tell us about the long-term view that profit targets have not chan
ged even if volume increases?
In addition, the medium-term profit and loss forecast on page 45 shows a negative
figure of approximately 8 billion yen for the materials business. I would apprecia
te it if you could explain the difference between receipt and payment of cobalt an
d so on. This is the first question in broad terms.
I will ask the second point, looking at page 40 of the material. A new ROCE target
of 5.5% for the 3-Year Business Plan period has been set. As for those that fall b
elow that level, you explained that you would position them as business portfolio
management, that is, as a business whose continuous control should be confirmed, a
nd that you would supervise them regularly in the future.
The materials and smelting businesses are below this target in the ROCE shown in t
he 3-Year Business Plan. Could you explain more about how you set this up and mana
ge each business?
Nozaki: Your first question is about the profit targets of your long-term vision f
or the materials business. The profit target of our company's long-term vision is
150 billion yen for the entire company, and this figure was achieved in FY 2021 an
d will be exceeded in FY 2024.
The way to create a 3-Year Business Plan is to first decide on a long-term vision
and then expand it to each division. Therefore, it is in this form, but we may rev
iew the numerical targets of the long-term vision in the future. In other words, w
hen the size of our assets increases and the depth of our business grows, I don't
think we will continue with the same goal.

In that sense, we have not yet achieved the target of 25 billion yen in the materi
als business you asked about, but I think we will achieve it in the future and the
next target will be another one. We haven't had that much discussion yet.
Next, we will explain the negative 8 billion yen difference in profit and loss in
the materials division. Various factors are involved in this, but I understand tha
t the major factor is the investment or expense related to the upfront investment,
as I mentioned earlier. Depending on the product or business, this is also a littl
e up and down.
As I mentioned earlier, some businesses are close to our core business that we can
compete in, as you pointed out earlier, "Some have already fallen short of their R
OCE targets for managing their segment portfolios.". I feel it is necessary to obs
erve this at a fixed point and improve it.
Therefore, if we fail to achieve our targets within a short period of a certain 3Year Business Plan, we will consider drastic measures. First, we will consider wha
t we should do and leverage it throughout the company. I think it will be a produc
t group that will be in a slump for a long time in terms of materials. Or, in term
s of smelting, we think of metals separately.
I think we have to do something about this area. Experience shows that the level o
f profit and efficiency fluctuates considerably. I would like to deal with it care
fully.

