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1. Governance

Participating in conservation initiatives

We have been an early participant in the global movement for biodiversity
conservation. At the 9th Conference of the Parties to the Convention on
Biological Diversity (COP9) in 2008, we were one of the nine major
Japanese companies to sign the Leadership Declaration of the Business
and Biodiversity Initiative.'

As a founding member of this initiative, we agreed to the three objec-
tives of the Convention on Biological Diversity (conservation of biodiversity,
sustainable use of biodiversity components, and fair and equitable distri-
bution of the benefits of genetic resources), and we continue to promote
biodiversity conservation® under this policy in our business operations. We
have also endorsed the goals of the Taskforce on Nature-related Financial
Disclosures (TNFD), which was launched in June 2021. We then joined the
TNFD Forum in February 2022. In addition, we are part of the 30by30
Alliance, which was launched with the aim of achieving the global 30by30
target® adopted at the 15th Conference of the Parties to the Convention
on Biological Diversity (COP15), and we are proactively cooperating with
efforts to register OECM* sites.

These initiatives are led and promoted by the Environmental
Subcommittee, in cooperation with each department as well as domestic
and overseas Group companies, based on the ESG management promo-
tion system.® We also ensure that all employees understand and are famil-
iar with these initiatives through progress reports, feedback on issues and
proposals for improvement.

1 Z' Business and Biodiversity Initiative: Leadership Declaration
2 > P.134 2. Strategy

3 30by30 is an international initiative to effectively conserve at least 30% of the Earth’s land and ocean area as
sound ecosystems by 2030 with the nature-positive goal of halting and reversing biodiversity loss by 2030.

4 Other effective area-based conservation measures, an approach to designating areas that contribute to bio-
diversity conservation outside of protected areas

5 > P.97 Stance and Initiatives to Promote ESG Management (Sustainability)

Commitment to biodiversity and zero deforestation

In our Sustainability Vision 2050° plan, we have set the goal, as a chal-
lenge for 2050, of maximizing ecosystem networks through business
operations. We aim not only to achieve no net loss (to maintain the value
of ecosystems) but also become nature positive (to enhance the value of
ecosystems through our business operations). Based on this commitment,
we remain focused on the Gohon no Ki Project, a landscaping and green-
ing project that fully considers the ecosystem, as well as FairWood sus-
tainable wood procurement.

In particular, the issue of wood procurement is recognized as a pressing
global issue; the goal of zero deforestation by 2030 was adopted in the
2014 New York Declaration on Forests. At COP26 in 2021, 140 nations,
including Japan, agreed to this goal. The Sekisui House Group supports
zero deforestation, which aligns with its FairWwood procurement approach,
and has declared the goal of zero deforestation Group-wide in
Sustainability Vision 2050. In the future, we also aim to achieve zero defor-
estation throughout our primary and secondary suppliers.

6 [/ Sustainability Vision 2050

CSR procurement

Sekisui House is committed to CSR procurement,” based on a policy of
ensuring the best quality, robust delivery and reasonable price while also
incorporating ESG. In particular, as we use approximately 250,000 m® of
wood annually, we have positioned the impact on biodiversity in logging
areas as an important risk to business continuity. Accordingly, we have
established our own Wood Procurement Guidelines, which include provi-
sions on biodiversity, and work to promote awareness throughout the sup-
ply chain. Every year, we implement a wood procurement risk survey of
major suppliers that includes data for secondary suppliers and beyond.

7 Z', CSR Procurement Guidelines

The Gohon no Ki Project, an eco-friendly landscaping and
greening project®

Sekisui House is Japan’s largest landscaping company, planting one mil-
lion trees nationwide annually. To fulfill our responsibility as a large-scale
house builder, since 2001 we have been implementing the Gohon no Ki
(“five trees”) Project, an ecosystem-conscious landscaping and greening
project, to conserve biodiversity through our housing business.

The Gohon no Ki Project is based on the approach that “three trees are
for birds, two trees are for butterflies, and all are local native tree species.”
The project proposes the use of native tree species that are beneficial to
birds and butterflies in gardens. In addition to biodiversity conservation, we
are making proposals that encompass the benefits to residents of garden
visits by fauna and the other effects of garden trees. We seek to maintain
and revive the ecosystem network (nature positive) by increasing the
amount of richly green space in urban areas and by leveraging residential
gardens, created under the Gohon no Ki Project, to support the habitat
and activities of the fauna. Ecosystem networks enrich biodiversity at the
regional and national levels, creating places where both wildlife and resi-
dents can simultaneously enjoy the richness of nature.

8 a Gohon no Ki Project (Japanese only)



https://www.business-and-biodiversity.de/fileadmin/user_upload/documents/Die_Initiative/Zentrale_Dokumente/eng_Leadership_Commitment_2019.pdf
https://www.sekisuihouse.co.jp/library/english/company/sustainable/Guidelines/sustainability_vision_2050_e.pdf
https://www.sekisuihouse.co.jp/library/english/company/sustainable/2021/csr_guideline_e.pdf
https://www.sekisuihouse.co.jp/gohon_sp/
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Thanks to the cooperation of the many customers who have endorsed
the philosophy of the Gohon no Ki Project, there were 886,000 plantings
(includes those outside the Gohon no Ki Project) in FY2022, with the
cumulative number of plantings since the 2001 start of the project rising to
19.0 million.
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2. Strategy

FairWood procurement and Wood Procurement Guidelines

FairWood is defined as wood that is not only legal, but also contributes to
sustainability and local development. We have declared FairWood pro-
curement as a priority in our Wood Procurement Guidelines, and we are
working to improve our level of procurement while striving to engage with
FoE Japan and other international environmental NGOs and industry orga-
nizations. For example, we are constantly working with environmental
NGOs to obtain the latest information on high-risk areas and update our
risk assessment methods.

One objective of FairWood procurement is to secure a stable supply of
sustainable and renewable resources for the Company. Another objective

is to achieve a positive impact through sustainable forestry management
that goes beyond avoiding illegal logging by continually working on our
supply chain as one of Japan’s leading wood consumers. This also aligns
with our biodiversity conservation challenge goal of “maximizing ecosys-
tem networks through our business.”

Commitment to biodiversity in wood procurement

The ten Wood Procurement Guidelines are shown below and shared with
our suppliers and secondary suppliers. Guidelines 2, 3, 4, 8 and 9, in par-
ticular, represent our commitment to biodiversity.

10 Wood Procurement Guidelines (2017 edition)

1. Source wood products from areas with relatively low risk of illegal
logging.

2. Source wood products from areas without sensitive ecosystems.

3. Do not source wood products from areas where local ecosystems
are seriously damaged due to large-scale logging of natural forests.

4. Do not use endangered species for wood products.

5. Minimize CO: emissions when producing, processing, and trans-
porting wood products.

6. When logging wood products, avoid conflict with local communi-
ties and refrain from unfair labor practices.

7. Source wood products from areas of controlled logging, so as not
to exceed the rate of forest regeneration.

8. Source wood products from domestic forests where well-planned
forest management is in place to conserve ecosystems.

9. Source wood products from plantation forests that are managed
s0 as to promote conservation and ecosystem development.

10. Use recyclable wood building materials.

Updating the Wood Procurement Guidelines

Since establishing the Wood Procurement Guidelines in 2007, Sekisui
House has promoted FairWood procurement. In light of changes in social
conditions related to wood procurement, we now plan to update the
Wood Procurement Guidelines to better clarify our stance.

3. Risk Management

Practicing due diligence in procurement

To us, due diligence' is the process of securing sustainable timber that
supports the future of our business, and we implement sustainable wood
procurement through strict due diligence practices.

Many companies conduct due diligence only for low-risk timber from
primary suppliers. In contrast, we also target suppliers at the secondary
level and further upstream and visit logging areas to investigate and con-
firm the status of any timber deemed high risk.

This is because we believe it is important to share the tracking process
with suppliers and strive for ongoing improvement in order meet growing
international calls for zero deforestation.

1 Due diligence is the duty of care and effort that companies and others must apply as a matter of course. In
Japan, the Act on Promotion of Use and Distribution of Legally-harvested Wood and Wood Products (com-
monly known as the Clean Wood Act) refers to due diligence, and was enacted in response to the tighten-
ing of regulations on the handling of illegally harvested timber in Western countries. This is represented by a
process of identifying risks of illegality by 1. collecting information, 2. assessing risk, and 3. practicing risk
mitigation. A growing number of companies are currently practicing due diligence in wood procurement
while also addressing ESG-related risks.
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Due Diligence Practices
Information
gathering

I Tree species at risk

Logging country/
region risk

1. Initial risk assessment

« Washington Convention
« [UCN Red List, etc.

« Extent of illegal logging
« Corruption index, etc.

Risk assessment

2. Detailed risk assessment

If the probability of risk in the initial evaluation is
high, we contact upstream suppliers and collect
information on local forest management and logging

(RSt TilEile to determine the risk of operational illegality.

measures
« NGO information, document confirmation, site visits, etc.

Wood Procurement Risk Survey

Sekisui House implements a wood procurement survey of its major wood
suppliers (63 companies in FY2022) according to the following process.

Annual Wood Procurement Risk Survey Process

1. Collect detailed data from suppliers on the sources of wood,
including species and producing areas

¢

2. Quantitatively assess the data collected using the Wood
Procurement Guidelines and assign ranks
v (four-grade scale: S, A, B or C)
3. Provide feedback to suppliers
4. Encourage improvement for wood ranked B or C

The ratio of Rank S and Rank A wood has been gradually increasing from
47% before the guidelines were implemented in FY2006, reaching 97.1%
in FY2022.

In order to achieve zero deforestation, a goal adopted by international
consensus, we have decided to manage the rate of zero-deforestation
lumber procurement as a new KPI. To use this KPI in next year’s reporting,
we have begun efforts to confirm detailed data through individual engage-
ment with high-risk suppliers.

Risk assessment of environmental issues

For existing suppliers whose CSR evaluation results reveal environmental
risks, we conduct due diligence by monitoring them using onsite inter-
views, providing advice on evaluation standards and how to meet those
standards, and confirming the current state of compliance.

In the unlikely event that a serious risk is discovered, we work with the
related divisions to determine the proper remedial action and take mea-
sures that could include cutting back on transactions with the supplier,
depending on the score in the supplier assessment.

4. Metrics and Targets

Volume of Wood Procured FY)
2020 2021 2022 2023 Targets
Volume of

250,529 m® 285,722 m® 247,895 m® o

wood prooured (97.0% 97.2% 97.1% (©7.4%

(KPI: % that is S or Arank)
S or A rank) S or A rank) S or Arank)

ranked S or A)

Total score
(maximum 43 points)

Wood product
procurement ranking'

34 and above S
26 or more A
17 or more B

Below 17 C

1 Wood product procurement ranking
Depending on their total score, purchased wood products are classified into four levels, from high to low: S,
A, B, and C. Minimal acceptable score thresholds are set for Wood Procurement Guidelines 1. and 4.,
which are especially high priority (see page 147). We aggregate and disclose these scores as part of efforts
to achieve net positive impact and no net loss.

Percentage of Wood Products by Region FY)
2020 2021 2022
Domestic wood 18.80% 24.72% 25.52%
East Asia® 7.20% 5.08% 8.79%
Europe 33.20% 37.48% 31.95%
South Pacific® 12.70% 11.78% 11.81%
North America 16.50% 10.41% 12.94%
Recycled wood* 7.90% 7.52% 7.84%
Other® 3.70% 3.01% 1.15%
2 Excluding Japan
3 Indonesia, Malaysia, etc.
4 Particle board and other building materials recycled from construction waste, etc.
5 Africa, etc.
Biodiversity Conservation FY)
KPI Unit 2020 2021 2022 202
Targets
B|od|verssny—fr\endly tree | Thousand 17,106 18116 19,003 20,000
planting trees

6 Cumulative number of trees planted under the Gohon no Ki Project
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5. Initiatives and Other Related Information

Urban greening

Big data on biodiversity has revealed the effectiveness of the Gohon no Ki
Project, and urban greening will be increasingly important going forward as
part of nature positive initiatives. In urban areas, where green space is limit-
ed, it is important to create richly green spaces. We have been providing
quality green spaces that are highly effective at conserving biodiversity
through the Gohon no Ki Project, which focuses on local native tree species.

We will propose better quality green spaces by quantitatively assessing
biodiversity using big data and through quantitative assessments for cohe-
sive green spaces in urban areas.

Evaluating effectiveness quantitatively using big data on
biodiversity

In 2019, to comprehensively evaluate small green spaces scattered across
Japan that could not previously be assessed, we worked with the Kubota
Laboratory in the Faculty of Science of the University of the Ryukyus to
start a joint verification analyzing the effectiveness of quantitative assess-
ments of biodiversity conservation from a macro perspective. Using the
big data on biodiversity from the University of the Ryukyus in addition to
cumulative data on the number, species and location of trees planted by
the Company, in 2021, this analysis made it possible to quantitatively
express the effect of the Gohon no Ki Project on biodiversity in terms of
the number of bird and butterfly species being attracted to residential
areas. We also quantitatively evaluated the effectiveness of restoring biodi-
versity in Japan’s three largest metropolitan areas (Tokyo, Osaka and
Nagoya) using an integrated diversity index and conducted simulations to
assess the effect of continuing the Gohon no Ki Project through 2070."
The results showed that the Gohon no Ki Project contributes to the resto-
ration of biodiversity, and that the potential benefits can be amplified by
expanding the project in the future. We will widely disclose not only the
results of these assessments, but also the expertise we have accumulated
through our activities over the past 20 years, and will continue to work
with many companies and individuals to promote nature positive initiatives.

One initiative in expanding these efforts outside the Company through
wide disclosure is an assessment by the Organization for Landscape and
Urban Green Infrastructure undertaken in November 2022. The organiza-
tion used Sekisui House’s Nature Positive Methodology,” developed in col-
laboration with the Kubota Laboratory in the Faculty of Science of the
University of the Ryukyus, to evaluate 87 green spaces across Japan that
were certified by the Social and Environmental Green Evaluation System
(SEGES) in an effort to better understand the degree of contribution to bio-
diversity and the potential for biodiversity conservation at each site.’
SEGES is operated by the Organization for Landscape and Urban Green
Infrastructure with the aim of promoting biodiversity conservation and res-
toration in urban green spaces.

In 2022, the quantitative assessments of biodiversity based on long-
term biodiversity conservation initiatives through the Gohon no Ki Project
and big data were recognized with the Grand Prize in the 30th Global
Environment Awards* in March and the Minister of the Environment Award
in the fifth EcoPro Awards® in September.

1 Z News release: 20 Years of Urban Biodiversity Conservation with Customers
through the Gohon no Ki Project (Japanese only)

2 Z Nature Positive Methodology (Japanese only)

3 Z News release: Reinforcing the Perspective of Urban Corporate Green Space
Biodiversity Assessment (Japanese only)

4 Z 30th Global Environment Awards (Japanese only)

5 Z 5th EcoPro Awards (Japanese only)

Effects of the Gohon no Ki Project

Gohon no Ki Project has achieved a
tenfold increase in tree species that are the foundation of biodiversity
L]

Without the Gohon no Ki Project Effects of the Gohon no Ki Project

Native trees L K >3y

Average of 5 species ¢ f-'r Average of 50 species 5=

(5.42 million cumulative trees)f,! l (17.09 million cumulative trees)

Results of big data analysis: Effect on birds

Gohon no Ki has the effect of attracting about
Twice as many bird species to residential areas

Without the Gohon no Ki Project Effects of the Gohon no Ki Project

Birds 23
Average of 9 speciei ".

Average of 18 species’ - 3
X

Double, —
.'. ¢

Results of big data analysis: Effect on butterflies

Gohon no Ki has the effect of attracting nearly
Five times as many butterfly species to residential areas

Without the Gohon no Ki Project Effects of the Gohon no Ki Project

Butterflies
Average of 1.3 speci
«

Average of 6.9 species s
g

5

Quantitative Evaluation of Nature Positive Effects

Simulation of changes through 2070 in three metropolitan areas
(Tokyo, Nagoya and Osaka) where green space degradation is significant

53 Measured value  Estimated value 100

h-
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2 3
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g8 7 o —— @ ———— ®41.9%
2 / T 87.4% 40.9%

35 0

=
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1970 1980 1990 2000 2010 2020 2030 2040 2050 2060 2070 (year)

Note: With values for 2000, just before the Gohon no Ki Project, set as the zero level, and with 1977,

the first year for which national land use data is available, set as 100
When the Company and other companies implement initiatives similar to the Gohon no Ki Project
= When the Company implements the Gohon no Ki Project
When the Gohon no Ki Project is not implemented

Z Urban biodiversity: New developments in 2022 (Japanese only)
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https://www.sekisuihouse.co.jp/company/topics/topics_2021/20211126/
https://www.sekisuihouse.co.jp/company/topics/topics_2021/20211126/
https://www.sekisuihouse.co.jp/gohon_sp/method/
https://www.sekisuihouse.co.jp/company/topics/topics_2022/20221130_1/
https://www.sekisuihouse.co.jp/company/topics/topics_2022/20221130_1/
https://www.sankei-award.jp/eco/jusyou/30.html
https://sumpo.or.jp/seminar/awards/5th_eco-pro_award_results.html
https://www.sekisuihouse.co.jp/gohon_sp/2022/report/
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The promise of corporate green space and OECM that can
contribute to biodiversity

On the north side of the Umeda Sky Building in Kita-ku, Osaka, where the
Company is headquartered, we created the Shin-Satoyama Garden cover-
ing 8,000 m?. This garden was renovated in 2006 with more than 500
trees based on the principles of the Gohon no Ki Project. We planted
native Japanese tree species and more than 200 species of shrubs and
flowers to create thickets. In the belief that a variety of types of spaces
supports the richness of an ecosystem, we provided terraced rice paddies
and fields to reproduce a satoyama, the disappearing native landscape of
Japan, in the city center.

The growth of a wide variety of plants has increased the amount of
greenery, and many creatures—including more than 40 species of wild
birds and more than 20 species of butterflies—uvisit, live and grow in the
garden. The arrival of birds of prey, which are rarely seen in the city, has
also been confirmed. Instead of employing the conventional consumption-
oriented management approach of removing weeds and fallen leaves
immediately, natural low-load circulatory management has been adopted
for the satoyama to enrich the soil organisms and broaden the food chain.
In this way, we have created a green space where many creatures can
now thrive.

In 2013, we completed the “Wall of Hope,” a huge greening monument
on the east side of Shin-Satoyama measuring 9 meters high and 78
meters long that was installed at the initiative of the renowned architect
Tadao Ando. In order to function as a model for the kind of vertical spatial
greening that is expanding in cities, we covered the green wall with more
than 20,000 plants of
about 100 diverse spe-
cies, focusing mainly on
the tree species selected
for the Gohon no Ki
Project. The strategic
arrangement of plants that
flower or change colors at
different time allows visi-
tors to enjoy the varied

Shin-Satoyama and the Wall of Hope viewed from the west side

appearance of the garden as it changes with the seasons. The Shin-
Satoyama project has become familiar to nearby residents and office
workers as a place where one can experience the true value of the
ecosystem.

30by30 was adopted by the 15th Conference of the Parties to the
Convention on Biological Diversity (COP15) as a major objective of the post-
2020 global biodiversity framework. In the area of other effective area-based
conservation measures (OECM), a key measure to achieve this objective,
Shin-Satoyama—based on the Gohon no Ki Project—is a good model for
corporate green spaces with a high impact on biodiversity conservation.

Promoting greening and environmental conservation in
condominiums for sale and urban development projects

In the condominium for sale segment, we are utilizing the principles of the
Gohon no Ki Project for property exteriors. In our GRANDE MAISON' con-
dominium brand, we maintain a constant awareness of greening, with a
target green coverage ratio (the percentage of the property’s site area that
is planted) of around 20% or more. The average green coverage of the 13
condominiums completed in FY2022 was 24.7%, representing green cov-
erage of 7,114 m2.

The outdoor areas surrounding multi-unit buildings such as condomini-
ums also function as a place for re-establishing community among resi-
dents, which has increasingly been lost as condominium security has
tightened in recent years. The abundance of greenery soothes the spirits
of residents and enhances the value of the condominium.

1 Z GRANDE MAISON (Japanese only)

Urban development under the concept of keinen bika—
creating a landscape that grows more beautiful over time

Since 1977, we have been working on community developments under
the names “Common Life” and “Common City.” Designed with an aware-
ness of the connections between neighbors and communities, the shared
spaces boast lushly green plazas and streets as symbols offering a richer
life, with a townscape that will grow more attractive over the years under
the concept of keinen bika. This approach leads to beautification and is
highly appreciated by the local residents.

Since launching the Gohon no Ki Project in 2001, we have been pro-
moting urban development that emphasizes the quality of greenery,
keeping in mind the planting of native species in consideration of a
healthy ecosystem. In 2005, we established the Urban Development
Charter,? which outlines our diverse expertise cultivated through urban
development, such as that acquired through the Gohon no Ki Project, with
adherence to the concept of sustainability.

Skyrail Town Midorizaka (Hiroshima City)

Before e ’
e

Photo from 1997 Photo from 2009

2 Z', Urban Development Charter
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https://www.sekisuihouse.co.jp/gm/concept/eco.html
https://www.sekisuihouse.co.jp/library/english/company/sustainable/Guidelines/development_policy_e.pdf
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Domestic wood initiatives at Sekisui House

Acquiring forest certification (CoC certification)

Looking at the forest industry in Japan, while many forests are entering a
period of full-scale use, they are not being replanted for the next genera-
tion for a number of reasons, and are not being fully utilized.

To revitalize the domestic forest industry, we believe it is necessary to
achieve the seemingly contradictory goals of increasing demand to promote
the renewal of forests for the next generation and advancing branding to
create added value. Therefore, we are shifting to the use of domestic timber,
mainly for the structural materials in our SHAWOOD wooden-frame houses.

We do not simply use domestic timber, but also develop it as regional
brands. By adopting materials from the regions where our customers live,
we are contributing to local production for local consumption and the revi-
talization of regional economies.

Currently, we are developing cedar, cypress
and larch products under 18 brands in 17
regions nationwide. Over 7,000 buildings have
now been built with these materials. These prod-
ucts have grown to the point where they are an
essential element of SHAWOOD.

In response to the “wood shock” that hit the
world in 2021, we took full advantage of the
domestic timber supply network that we have
cultivated to mass produce laminated beams
made of cypress. The results of these efforts
include using multiple procurement routes for key
materials to fulfill our supply responsibilities and to
put a system in place that prevents delays when
executing our business operations. As an added
benefit, by viewing the wood shock not only as a
supply problem for the Company, but as an
opportunity to create demand for domestic tim-
ber, we were able to demonstrate our approach
to providing solutions to social problems.

SHAWOOD posts bearing the
brand of the producing area

Currently, 58% of the Sekisui House’s wooden building materials, including
interior fixtures, and 94% of its structural materials alone are certified
under such schemes as FSC/PEFC (including materials sourced from cer-
tified forests). For the purposes of evaluating procurement risks, we con-
tinue to calculate these figures, but we do not see them as absolute. We
believe it is necessary to consider the small-scale, thin-margin producers
who cannot obtain certification for economic reasons.

At the same time, in such areas as zero deforestation and zero land
conversion, society now demands more from companies on wood pro-
curement. To meet these expectations, Sekisui House positions forest cer-
tification systems as a form of third-party due diligence. Accordingly, we
acquired SGEC/PEFC-CoC certification in May 2022 to promote the
adoption of the FairWood procurement policy throughout the supply
chain. Certification serves as an effective tool for supplying certified wood
to the market.

In the process of acquiring forest certification, we supported the certifi-
cation of several primary suppliers, working to spread the use of certified
products by acquiring certification simultaneously.

o (/4
GEC

SGEC/31-32-1473

PEFC

PEFC/31-32-147:
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