SPECIAL FEATURES

Infrastructure Business

Media, Network &
Lifestyle Retail Business

CREATING A NEW
TOMORROW WITH

Sumitomo Corporation has built up strengths including its global business foundations and trading company func-
tions through business activities over the years. Under our current FOCUS’10 medium-term management plan, the
main thrust of our strategy is to leverage our strengths to construct solid pillars of profit for the future.

In the special feature, we take a look at our strategies from two perspectives—Core Business Expansion in existing
businesses, and New Business Innovation to set the stage for the future.

New Business

Innovation

New Business Development
& Promotion Division
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CORE BUSINESS
EXPANSION

[Infrastructure Business]

Initiatives in the Power
and Wind Power/Water
Infrastructure Fields

20 Sumitomo Corporation

Our infrastructure business plays an important role in
supporting a broad range of industries and people’s lives
around the; world. In particular, the power and wind
power/water infrastructure fields offer strong prospects
for stable earnings over the medium and long term, and
business opportunities should continue to increase sub-
stantially in;step with future market growth. In addition,
we believe ithat these fields take full advantage of our
strengths, including our functions and business expertise
obtained through business over many years.

In this feature, we present our initiatives in the power
and wind power/water infrastructure fields in detail.

Our activities in the power field started out with the
export of power equipment in the 1960s, and we then
evolved our functions in line with market needs. Specifically,




we started the installation of equipment and a power
plant EPC*' business, which provides a full-line of ser-
vices ranging from power plant design to construction. In
the power plant EPC business, we have been involved
with the construction of many different types of power
plants, such as thermal, hydropower, geothermal and
biomass power plants mainly in Asia, including Indone-

sia, Malaysia and Vietham. We have completed power
plants with a total generation capacity of approximately
47,000MW (as of March 31, 2010). While implementing
initiatives that fit the unique needs of various regions, we
have sharpened our strengths by raising the sophistica-
tion of project execution functions, including finance and
risk management functions, as well as project arrange-
ment and organizer functions. Other measures include

building strong relationships with customers and busi-
ness partners, and deepening our insight into the market
characteristics of each region.

Leveraging these strengths, we entered the IPP/
IWPP*2 businesses on a full scale at the beginning of
2000, and today have expanded our power generation
capacity to 5,000MW*3,

Furthermore, we are expanding our business founda-
tions to the wind power/water infrastructure fields. This
market as a whole boasts a high potential growth rate,
and we can effectively use business expertise built-up in
IPP/IWPP operations.

*1 EPC (Engineering, Procurement and Construction)
*2 IPP (Independent Power Producer)
IWPP (Independent Water and Power Producer)
*3 Total of retained generation capacity both in operation and contract, as of March 31, 2010

Tanjung Jati B

Sumitomo Corporation has built and owns the Tanjung
Jati B (TJB) coal-fired thermal power plant, one of the
largest of its kind in Indonesia (total capacity of Units 1 &
2: 1,820MW), and currently leases the plant to PT.
Perusahaan Listrik Negara (PLN), an Indonesian state-
owned electricity corporation. Although the project
encountered unforeseen twists and turns, such as the
suspension of construction in the wake of the financial
and economic turmoil triggered by the Asian currency
crisis, it was resumed through the development of an
entirely new financing scheme, resolute coordination and
other measures. After a period of 11 years, the power
plant was finally completed in 2006. Thereafter, in
response to rapidly increasing power demand driven by
population growth and industrialization, we were
appointed to conduct an expansion project at the TJB
coal-fired thermal power plant based on discussions with
various Indonesian government authorities. An
expansion project (construction of Units 3 & 4, total
capacity: 1,320MW) is currently under way with the aim
of commencing operations in fiscal 2011. Harnessing its
track record in the power business in Indonesia,
including the TJB coal-fired thermal power plant,
Sumitomo Corporation is working to expand its business
in the country by accurately capturing market needs.

Power Demand in Indonesia
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I Leveraging Extensive Expertise in the Power Plant EPC Business
to Reinforce Our Earnings Base—IPP/IWPP Business

Based on initiatives in the power plant EPC business, we
are also focusing efforts on the IPP/IWPP business. Having
entered the business on a full scale in 2000, we have a rela-
tively short track record in this field. However, we have
steadily expanded business mainly in Asia, but also in the
U.S., Middle East, Australia and other regions. Today, our
total retained generation capacity exceeds 5,000MW. By
the end of fiscal 2011, we plan to raise this capacity to
6,300MW by pursuing both “brown field” projects (the
acquisition and expansion of existing power plants) and
“green field” projects (new development projects).

In “green field” projects, although there are various risks
associated with developing and constructing power plants
from scratch, and it takes time to generate earnings, rela-
tively high returns can be expected from these projects.
Therefore, we intend to concentrate efforts even more than
before in this field. When developing business, market
insight is essential because these projects are primarily
located in emerging countries. In addition, sophisticated
functions and specialist expertise in such areas as risk
management and finance arrangement are necessary, and
collaboration with prominent partners is also important.

In light of these points, we are proceeding with new proj-
ects based on a strategy of selection and concentration for
regions and projects. Specifically, we are narrowing down
our targets to the four priority regions of Asia, North America,
the Middle East/Africa and Oceania, where we already have
a strong presence in the power field. We also aim to win
projects efficiently through collaboration with strategic part-
ners with whom we have a complementary relationship in
terms of functions, and with whom we share commmon poli-
cies on winning and executing projects and so forth.

Meanwhile, we will also concentrate on raising the value
of power businesses that we already own and operate. We
will take full advantage of our business functions, such as
our ability to raise the efficiency of O&M* of plant facilities
and to reduce finance costs, in order to increase our earn-
ings power, with the aim of enhancing the value of our busi-
nesses. We also intend to boldly create new value by
actively pursuing expansion projects at power plants that
we own.

* O&M: Operation and Maintenance

Efficiently Won Project Leveraging O&M
Functions

In 2009, Sumitomo Corporation acquired
an interest in the Kwinana power plant in

B Thermal power (Gas-combined cycle)

M Thermal power (Coal-fired thermal power)
W Hydropower

u IWPP

Sumitomo Corporation’s total retained generation capacity
Fiscal 2009 Fiscal 2011 (Target)

5,000mw 6,300mw

-
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Australia. When acquiring this interest, the
O&M team from our Hermiston Generat-
ing Plant in the U.S. provided support for
asset valuation and other tasks. As a
result, we efficiently won a major interest
in this prime project.




I Leveraging Strengths in the Power Field to Capture Fast Growing
Demand—Wind Power/Water Infrastructure Businesses

The world’s water business serves a market that is currently
valued at around ¥36 trilion. By 2025, the market is
expected to grow rapidly, mainly in emerging countries, to
around ¥90 trillion, nearly 3 times larger than the current
level. By 2020, the wind power market is projected to grow
roughly six-fold to 1,000GW on an installed capacity basis.

In order to build a solid position in these rapidly growing
markets, we established the Wind Power & Water Infra-
structure Business Department in April 2010.

We currently provide water-treatment services to approx-
imately 2.5 million people in Turkey, Mexico and other coun-
tries. We aim to increase the number of service beneficiaries
to more than 20 million people within the next several years,
and join the ranks of the world’'s top ten water business
operators. To achieve this goal, we are putting priority on
allocating resources to Malaysia, Vietnam, Saudi Arabia, and
other countries where we already have a large presence in
the power field, and also in the huge Chinese market.

In the wind power business, we now have a retained
generation capacity of approximately 100MW. In addition to
operations in Japan, this figure was achieved by starting a

“green field” project in China and acquiring an established
business in the United States in fiscal 2009. We aim to
develop operations principally in the United States and
China, both countries where wind power has already gained
a major foothold, and quickly raise retained generation
capacity to 1,000MW. In addition, we are researching and
investigating offshore wind farming, which is projected to
expand in the future wind power market.

The foundations for promoting the foregoing initiatives
are the strengths we have developed through the power
business. These include our insight and business expertise
on each country’s market as well as our relationships of
trust with customers, and functions such as project man-
agement and finance. By taking full advantage of these
foundations, we aim to achieve our targets as quickly as
possible in the wind power/water infrastructure businesses,
by raising the sophistication of O&M functions, forming
strategic alliances with prominent partners, and nurturing
human resources who can conduct a range of activities,
such as the development, arrangement and execution of
large projects.

Our wind power plant in China’s
Inner Mongolia Autonomous Region
began commercial operations in 2009.

Wind Power Generation Capacity
(Worldwide, Cumulative)
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CORE BUSINESS
EXPANSION

[Media, Network & Lifestyle
Retail Business]

Initiatives
in the Media Field

Yoshio Osawa

General Manager
Media, Network & Lifestyle Retail Business Unit
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In contrast to the significant economic growth of emerging
countries, Japan’s relatively mature consumer market is widely
considered to have limited growth potential. However, with the
world’s third largest retail market valued at around ¥135 ftrillion,
the Japanese market remains significant, particularly during this
period of unprecedented environmental changes such as the

widespread adoption of the Internet and the diversification of
consumer purchasing behavior. Accordingly, Sumitomo
Corporation’s Media, Network & Lifestyle Retail Business Unit
has adopted a unique cross-media retail strategy aimed at
expanding its presence in the market. Here, we introduce sev-
eral Sumitormo Corporation initiatives designed to enrich the
lives of customers by turning these changes into opportunities.

Growth Potential of the Multichannel

Pay TV Broadcasting Market

B Number of SKY PerfecTV/ Subscribers

M Cable TV (Number of household multichannel pay TV subscribers)

(Millions of households)
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Sources: Hoso Journal, December 2009 Issue, publicly disclosed
reports from SKY Perfect JSAT Corporation

maturing consumer market?

The cross-media retail strategy of our business unit
will expand consumer reach and maximize earn-

ings opportunities by providing products and ser-
vices to individual consumers through various channels,
including brick-and-mortar retailers, TV, magazines, the
Internet and mobile. To give you a clear example, we feature
the various products handled by our brand-related busi-
nesses on Jupiter Shop Channel Co., Ltd. (SHOP), our TV
shopping business, and then broadcast this programming
nationwide via Jupiter Telecommunications Co., Ltd.
(J:COM). Along the same line, we have developed a system
where Sumisho Computer Systems Corporation (SCS) plays

E How will you achieve growth in Japan’s



Consumers

Brick-and-mortar stores
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) e
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Cable TV Fashion brands

Platforms

Film production/distribution

Multiplex cinema

Systems integration theatore
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Point exchange service Data transmission/sharing services

an important role in the development and operation of IT
infrastructure for our subsidiaries and affiliates. In this
manner, we are expanding our earnings base through a
cross-media retail strategy that leverages the strengths of
our business unit and allows our industry-leading media, IT,
and retail operating companies to build a value chain which
traverses industry boundaries.

Sumitomo Corporation raised its stake in
its core media business J:COM to 40.1%.
What led to this decision?

Sumitomo Corporation has continuously played a
leading role in supporting J:COM’s growth since its

establishment in 1995. The additional purchase of
shares was necessary to strengthen our commitment to
J:COM, while enabling it to maintain its independence as a
publicly listed company.

Several important initiatives will be taken to increase
J:COM’s corporate value. Not only will we seek to increase
the number of household subscribers, we will also focus on
increasing the average revenue per household subscriber.
We believe that improving the quality of programming and
services will lead to higher penetration of multichannel pay
TV broadcasting services. Sumitomo Corporation has sup-
ported J:COM'’s growth from many different angles. For
example, we have supplied programming from SHOP and
film company Asmik Ace Entertainment, Inc. Furthermore,
we have facilitated M&A activity through our strong credibil-
ity and by providing access to our extensive network. Going
forward, we will continue expanding these efforts to maxi-
mize J:COM’s corporate value.

How do you view the purchase price of

m ¥120 billion?

Considering potential synergies with Sumitomo
A Corporation’s businesses together with J:COM’s

profitability and growth potential, we believe
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that we can sufficiently generate earnings that justify this
purchase price. J:COM is extremely profitable, currently
generating net income of ¥30.5 billion and free cash flow
of ¥54.2 billion (for the year ended December 31, 2009).
Going forward, we see growth potential particularly in the
cable television (CATV) subscription rate (the ratio of the
number of actual household subscribers to the number of
potential household subscribers). J:COM'’s service areas
have an average subscription rate of around 20%, and
while this is higher than the nationwide average of around
16%, J:COM’s subscription rate is still less than one-half
of that in major Western countries. Improving the sub-
scription rate is a top priority for J:COM. We believe that
there is substantial room for growth, especially since, of
the 48 stations operated by J:COM, some of the oldest
stations in service have subscription rates that surpass
30%. By providing the multi-faceted support explained
earlier and placing J:COM at the core of our cross-media
retail strategy, we will enable J:COM to grow, leading to
the further strengthening of our earnings base.

Additionally, we will work together with KDDI Corporation,
which became a major shareholder of J:COM in February
2010. Looking ahead, we believe that J:COM'’s corporate
value will be further increased by leveraging KDDI’s
mobile phone infrastructure, business expertise and
other resources.

J:COM Net Income and Free Cash Flow

B Net Income attributable to J:COM shareholders
M Free Cash Flow
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NEW BUSINESS

I N N OVAT I O N In the environment and new energy field, where medium-

andlong-term growthis expected, Sumitomo Corporation
[New Business Development & has conducted distinctive activities in multiple business

Promotion Division] units from an early stage. Based on these activities, the
New Business Development & Promotion Division was
Aiming to Develop New established in April 2010 to consolidate activities for
Core Businesses Leading { o) which considerable growth as an industry is anticipated.
Here, we present the activities of this division as it
Future GI‘OWth develops new core businesses from a medium- and
long-term perspective.

A

Global Market Outlook for
Photovoltaics until 2014
O EPIA Moderate O EPIA Policy Driven
(MW)
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Source: (C) EPIA 2010—www.epia.org

I Developing New Core Businesses Leading to Future Growth

The New Business Development & Promo- Organizational Chart

tion Division is made up of four depar-t_ New Business Solar Business ® Solar power generation business
Development & Department o Solar cell-related equipment and materials
Promotion Division

ments: the Solar Business Department,
Environmental Solution Business Depart-

ment, Battery Business Development Environmental ® Emissions credits
. Solution Business ® Low-carbon business development
Department and Strategic Venture Invest- Department (CO2 permselective membranes, etc.)

ment Department. The Division is working *+ Waste management/recycling

to create and develop new core businesses

that lead to future growth. Battery Business o Lithium-ion batteries
Development  Secondary uses of electric vehicle batteries

Department * Smart grid-related businesses

Strategic Venture * |dentification of new technologies/seeds,
Investment Department and venture investment and business
development
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I Building Value Chains in New Fields

There is growing interest in waste processing and recycling worldwide, from the perspective of recovering and

making effective use of finite resources.

Environmental In particular, China is the world’s largest source of demand for home appliances, and its massive amounts of
Recycling end-of-life home appliances and consumer electronics are expected to provide a new source of supply for

resources—becoming a so-called “urban mine.” Business opportunities in the recycling field are expected to

Business

increase, including the enactment in January 2011 of a new law to promote the adequate recycling of used or
end-of-life household electronic appliances. In response, Sumitomo Corporation has decided to enter the busi-
ness of recycling consumer electronics and home appliances in China. In April 2010, we established a joint
company with DOWA ECO-SYSTEM Co., Ltd., which has technologies in this field, and a local Chinese company,
and will begin business operations in Tianjin from January 2011.

Furthermore, we aim to expand business by establishing 5-10 recycling locations across China within the

next two years, leveraging our business management expertise and network in the country. We will also con-
sider expanding business beyond China to the rest of the Asian region and building a value chain in the waste
management field.

Demand for solar power, as a renewable source of energy, is steadily growing around the world. Sumitomo
Corporation took a stake in a manufacturer of polycrystalline silicon ingots in the early 1990s. We then expanded
our solar cell business by investing in a solar cell materials manufacturer in the early 2000s. In total, the solar

Solar

materials and solar power generation equipment we have handled to date is equivalent to approximately 1,300MW
of power on a capacity basis. From 2008, we have participated in a 12.6MW solar power generation project. Business
Through our involvement in the development and operation of this entire project, we have built up experience and
expertise in solar power generation projects.

Leveraging these strengths, we aim to comprehensively cover every segment of the value chain for the solar
power generation business from upstream to downstream, in order to capture the business opportunity pre-
sented by the global increase in demand for solar power.

Value Chain for the Solar Power Generation Business

Solar power
. Ingots and Solar cells and Solar power pe
Polysilicon generation Users
wafers modules systems .
projects

The lithium-ion battery market is expected to expand dramatically, driven by the use of these batteries in electric
vehicles and other factors. Sumitomo Corporation is actively engaged in building value chains for lithium-ion
Lithium-ion batteries, targeting markets where electric vehicles will find broad penetration.

Battery In the materials field, together with Morita Chemical Industries Co. Ltd., we are conducting an electrolyte
manufacturing business in China. An expansion project aimed at making us the world’s No.1 electrolyte manu-

Business

facturer is now under way. Together with Nissan Motor Co., Ltd., we are pursuing the development of effective

secondary uses for lithium-ion batteries used in electric vehicles. This initiative will contribute to the realization of
a low-carbon society by promoting wider use of electric vehicles.

Value Chain for the Lithium-ion Battery Business

Battery
systems

. - - - Promoting electric-vehicle use/
Raw materials value chain Vehicle battery/Large-battery business Develop applications for large batteries
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