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Identifying “SHIFT to the ‘Next Stage’ — With ESG con-
cerns driving our management, we will take the next
leap forward” as our policy, we will steadily implement
forward-looking investment and constant structural
reforms while at the same time working to strengthen
our business base with a long-term vision. SEKISUI
CHEMICAL Group is taking a powerful first step toward
realizing its long-term vision that defines what the Group
wants to become in the future.
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Publication of the Integrated Report 2019

Publication of the Integrated Report 2019 Fiscai vear Ended March 81, 2019

SEKISUI CHEMICAL Group aims to become a more compelling com- 3 . .
pany by making quantitative growth compatible with qualitative transition
in its business operations, based on its prominence in technology and 1
quality, and achieving sustained growth in accordance with its responsi-
bility to society.

Since 2016, the Group has published an integrated report that
explains its economic value, the outcomes of activities to create social

Other related materials have been made available on our website to address the diverse interests of our readers
in order to further their understanding of the Group.

value, Group strategies, its medium-term vision, as well as a discuss its Investor Relations Information https://www.sekisuichemical.com/ir/index.html
financial strategy, shareholder return policy and other measures that form j
the basis of corpo.rate activities. We hope this integrated report is a use- A . ' IR Brifing Materials ;ﬂ : (Em e
ful tool for deepening your understanding of the Group. 3 T ivestor Relaton The latest results presentation | |=_ .
iti i : - 2 =
In editing this report, SEKISUI CHEMICAL Group has referred to | L =  m———— materials are available here. An audio — :

== et o Pt M 4 um.‘s o recording of the presentation can be x e

the integrated reporting framework recommended by the International 1 _
Integrated Reporting Council and the Guidance for Collaborative Value 1 R E Nk e R
Creation issued by Japan’s Ministry of Economy, -

Trade and Industry. £ ouranpent ' § ]

listened to online as well. e = oy

{{F}F‘ll‘ti

This report can be downloaded from our — Governance Fact Book, Financial Analysis

. ) Tools
website in PDF format. Moreover, the online ver- Eleven years of historical financial
sion of this report can be viewed on the Investor GU| darice for i TG B e data and indicators can be viewed in

Relations section of our website, from the ; O e s e graphs and tables here.

. Collaborative
SEKISUI Overview menu. Value Creation

Integrated Report (PDF version) ‘
https://www.sekisuichemical.com/ir/library/annual/index.html § SeHisul LY —

SEKISUI Overview (Online version) e il
https://www.sekisuichemical.com/ir/sekKisui_overview/index.html § =

This report covers fiscal 2018, the period from April 2018 to March 2019. Some parts
of this report contain qualitative information as of July 2019.

The forecasts, plans, outlooks, and other forward-looking statements in this report ;
are based on management’s judgment of information available at the time this report ; L b s
was produced. Changes in key factors may cause actual performance results to differ :
materially from these forward-looking statements.

Please refer to the CSR section of the Com-
pany’s website for detailed information on
CSR and key CSR issues (materiality).
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Our Principles

Our Principles

SEKISUI CHEMICAL's Group Principle is comprised of the three Corporate Philosophy, Group Vision, and Management Strategy
elements. As one concrete strategy aimed at “contribute to improving the lives of the people of the world and Earth’s environment,”

thereby achieving our Group Vision, we are carrying out the initiatives set out under our Medium-term Management Plan “SHIFT Please see the following website for further details about
SEKISUI' CHEMICAL Company’s Corporate Philosophy,

Group Vision, and other elements of our Group Principles.
https://www.sekisuichemical.com/about/vision/principles/index.html

2019 -Fusion-" launched in fiscal 2017 while taking one step forward toward a “new phase of growth.”

SEKISUI CHEMICAL Group has encountered many challenges since its foundation in 1947. Over this period, our Corporate
Philosophy and “3S Principles” have provided the underlying support and strength that has allowed us to overcome difficulties. In
order to succeed in the future and become a corporate group that is sustainable for the next 100 years, it is vital that we return to
the roots of this Corporate Philosophy.

Both the Corporate Philosophy and the Company’s name encapsulate the notion that “the victor of a battle is determined in
one fell swoop with tremendous force, just as pent-up water (‘SEKISUP’) drops into a deep gorge.” With this in mind, it is equally
important that “before a battle, every effort is made to position oneself for victory.” In addition to responding swiftly to changes in the
market, it is imperative that the Group anticipate future megatrends and put in place the structure necessary for victory in a world
that is plagued by growing uncertainty. Adopting a long-term outlook, we will work diligently to build up our core strengths.

The “3S Principles” @
| Service | Speed | Superiority

[Five Stakeholders]
quporate Shareholders Satisfaction/Customer First/

Phl|050phy Contribute to Local Communities and the Environment/
Employees Self-realization/Together with Business Partners

Service

At SEKISUI, we serve our stakeholders by creating social, environ-
mental and economic value through responsible business practices.

Through prominence in technology and quality,

o At SEKISUI, we accelerate innovation by eagerly taking on new
roup will contribute to improving ) . .
GrOUp Vision the lives of the people of the world and the Earth’s environment, by Cha“enges' adaptmg to Change and Staylng ahead of the times.

continuing to open up new frontiers in residential and
social infrastructure creation and chemical solutions.

Superiority

Business-specific Strategies

) At SEKISUI, we contribute to society by helping to solve social
Management Strategies Function-specific Strategies issues with our superior technologies and quality.

CSR, etc.

SEKISU I SEKISUI CHEMICAL Integrated Report 2019 ()3
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SEKISUI CHEMICAL Group CSR

SEKISUI CHEMICAL Group CSR

Discussions regarding sustainability by SEKISUI CHEMICAL Group and the need to address CSR concerns began in earnest in the
early 2000s. Since then, the Group has worked diligently to fulfill its corporate social responsibility by practicing its “3S Principles,”
positioned sustainability at the heart of its Management Strategy, and implemented measures aimed at “Resolving social issues
through business activities” and “Social responsibility in business processes.”

Recognizing that governance provides the foundation for all of its endeavors, SEKISUI CHEMICAL Group is making the
pledge to society to responsibly engage in activities as the means to reduce risk while creating social value from each of its three
prominences. Through constructive dialogue, every effort is also being made to properly grasp stakeholders’ expectations and
requirements, and to apply this to the Group’s management. Moving forward, we are committed to realizing the Group Vision by
ramping up efforts to push forward measures that integrate both business and CSR concerns.

Enhancing natural capital to
keep the balance

CSR conceptual scheme

Providing products and
services that inspire

Our Principles C Realization of our Group Vision) CS & Quality

sanssl [e120s Huinjosay

Environment
Enhancing natural capital to keep the balance

iThree prominences
Human Resources CS & Quality
Promoting diversity Providing products and
— services that inspire

GITHENRGEELT(EE Promoting diversity

Corporate
Philosophy Stakeholder Constructive Dialogue for Improving

Engagement Corporate Value

al
&Iness Communities
and the

Group Vision partners

Environment,

Pledge to Society

A safe working place that provides
peace of mind to employees and local
communities

Customers

Management Strategy

Fair and sincere corporate activities and
respect for human rights

Resolving social issues
through business activities

Aypqisuodsai |e120s

Social responsibility
in business processes

Healthy, supportive and invigorating
workplace and systems

Pledge to Society

Mechanisms for Appropriate and

Governance Decisive Decision-Making Aimed at
Sustainable Growth
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Value Creation Process

Value Creation Process

SEKISUI CHEMICAL Group will continue to grow in a sustainable basis by “fusing” its technologies and strengths
while helping to resolve social issues in “People’s Lives and the Environment” through its business activities.

Inputs

Outputs

Outcomes

Financial capital

Finance required to provide
products and services

Manufacturing capital
Facilities and equipment required
to provide products and services

Human capital
Employee skills and
experience

Intellectual capital

Accumulated knowledge, tech-
nologies, and know-howa

Social capital
Collaboration with stakeholders
and the local community

Natural capital
Environmental resources and
materials required to provide

products and services

SEKISUI CHEMICAL
Group’s Business
Process

Corporate.
Philosophy

“The 35 Principles” performed by the

Management Strategies

Contributing to the Group Vision of “People’s Lives and the Environment”

3gmem, M amn, Joam o
] -+ | i
-w % |

Business activities

headquarters and three

HOMRSTRIRE

10 W N S| 12% 13 v 1&;
2 4| 0 | @) e
A

. The Environment
Human Resources and Customer Value Creation g LU
iswell as CS & Quali

Diversity

)

A

Value Creation the Source of Competitive Advantage

25 Technological
Platforms

Residential and
Social Infrastructure

Comprehensive Solutions
Technological

Strengths)

Residential and
Social Infrastructure Creation

Living spaces and
environments
Living environments and energy

Construction and
construction methods
Housing production

Design and analysis
Products design and
structural analysis

Chemical Solutionsa

Processing
Optimum process design and
function assignment

Nature and life
Bio-resource utilization and
the life sciences

Materials
Resin design and
reaction control

\/

Newly built houses

Renovation

Piping materials

Construction materials

-
]
(=

Functional sheets

CFRP

Interlayer films

Tapes

Fire-resistant materials
Adhesives
FPD materials

Foams

Storage batteries

Diagnostic reagent systems

Improvement in the
quality of life and the
environment

Security
and
Safety

:(Acculmglateg ) Creatin o\ External Automotive molds Red
T BREED, (e Tor e
and Data Coupled with Chemical echnoiogeg educe

Environmental
Impact

SEKISUI
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SEKISUI CHEMICAL Group Accomplishments
SEKISUI CHEMICAL Group was established in 1947 with the aim of comprehensively commercializ-
ing plastic, a new and innovative material in Japan at that time. Guided by our 3S Principles over the
ensuing period, we have dared to challenge new businesses and frontiers while ushering in a new era
Sere focusing mainly on plastic-related technologies and products. ¥ 1,142.7 billion [
1,200 In a long history of success, we have continued to mold our business portfolio and expand profits. 0) m@ L 10
1,000 () f 100
800 ' : 80
¥ 95.7 billion
600 60
400 (7) 40
200 20
¢ ¢ 9 M
oV ¥V I, A fREET T I I ] 0
1947 1950 1953 1956 1959 1962 1965 1968 1971 1974 1977 1980 1983 1986 1989 1992 1995 1998 2001 2004 2007 2010 2013 2016
*Unconsolidated accounts before 1976 and consolidated accounts since 1977 I Net Sales (left) =@~ Operating Income (right)
1947 1979 2013

Established SEKISUI INC. in
order to run a general plas-
tic business

| 1962

‘ Rolled out poly-pail plastic
garbage bins on a nation-
wide basis and contributed
to efforts aimed at resolving
garbage-related issues

Awarded the Deming Prize,
the highest honor for total
quality management from
production to sales and
service

Developed fim-type lithium-
ion batteries that achieve
high safety, long cycle life as
well as high capacity using
proprietary materials tech-
nology

1952

Began full-fledged produc-
tion of ESLON polyvinyl
chloride pipes

1963

Established SEKISUI PLAS-
TICS CORPORATION, the
first plant to be set up in the
U.S. by a Japanese manu-
facturer

E 2001

Divisional company system
introduced

il 2016

Executive Advisor Naotake Oku-
bo awarded the Deming Prize
for Individuals; SEKISUI CHEMI-
CAL Group awarded the Japan
Quality Recognition Award in
the Innovation category by the
Union of Japanese Scientists
and Engineers

1958

Began production of inter-
layer film for laminated glass
S-LEC

[ 1971

Entered the housing busi-
ness with the launch of steel
frame unit housing “Heim”

El 2006

Daiichi Pure Chemicals Co.,
Ltd. (currently Sekisui Medi-
cal Co., Ltd., a consolidated
subsidiary) acquired

i 2017

Successfully developed a
first-in-the-world production
technology that converts
garbage into ethanol

SEKISUI
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Financial Highlights

Financial Highlights

Net Sal Fy2018

et Sales

(Billions of yen) 1 ,1 42- ;
— v

1,107.4 1,142.7----

FY08 FY09 FY10 FY11 FY12* FY13 FY14 FY15 FY16 FY17 FY18

*Includes impact from fiscal year changeover at overseas subsidiaries
implemented in fiscal year 2012.

o i I FY2018

perating income

(Billions of yen) 95 " 7
—v

FY2018

Net Income Attributable to Owners of the Parent S
(Billions of yen) 66-1

—

FY08 FY09 FY10 FY11 FY12* FY13 FY14 FY15 FY16 FY17 FY18

*Includes impact from fiscal year changeover at overseas subsidiaries
implemented in fiscal year 2012.

FY08 FY09 FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18

FY2018
Free Cash Flow

(Billions of yen) 2-0

FYyos8 FY09 FYy10 Fy11 Fy12 FY13 FY14 FY15 FY16 FY17 FY18

Free Cash Flow = CF Operating Activities + CF Investing Activities - Dividend Paid

EBITDA —
(Billions of yen) 1 37- 3
— v

725 736

Fyo8 FY09 FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18

EBITDA = Operating Income + Depreciation and Amortization + Amortization of Goodwill

FY2018
Dividends per Share

(Yer) 44

FYyos8 FY09 FY10 Fy11 Fy12 FY13 FY14 FY15 FY16 FY17 FY18

SEKISUI

SEKISUI CHEMICAL Integrated Report 2019 ()7



Introduction Message from the President & CEO Sustainability Performance Foundation Corporate Governance Data
Reports from Divisi Ci Capital that Serves as a Source of Value Creation
Financial Highlights
- - - -
Financial Highlights
FY2018 A FY2018 ) FY2018

Net Assets S Interest-bearing Debt S Equity to Total Assets S ——
(Billions of yen) 632.7 (Billions of yen) 53.9 (%) 59.3

A A A

FY08 FY09 FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18

523450 463539

FY08 FY09 FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18

582 591 593

426 434 430 425

FY08 FY09 FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18

Note: Effective from the start of fiscal 2018, the fiscal year ended March 31, 2019, SEKISUI CHEMICAL Group has
applied the partial amendments to the accounting standard for tax effect accounting (the Accounting Standards Board
of Japan (ASBJ) Guidance No. 28 revised on February 16, 2018). These partial amendments have also been
retroactively applied to data for fiscal 2017.

Equity= Shareholders’ Equity including Accumulated Other Comprehensive Income

Equity to Total Assets = Equity/Total Assets

Fy2018
Operating Income Ratio

0% 8.4

FY2018
Return on Equity (ROE)

0% 11.1

—y—

Dividends Payout Ratio

) 31.0

FYyos8 FY09 FY10 Fy11 FY12 FY13 FY14 FY15 FY16 FY17 FY18

Fyo8 FY09 FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18

Equity= Shareholders’ Equity including Accumulated Other Comprehensive Income
Return on Equity = Net Income Attributable to Owners of the Parent/Average Equity

FY08 FY09 FY10 FY11 FY12 FY13 FY14 Fy15 FY16 FY17 FY18

SEKISUI
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Non-Financial Highlights
- - - -
Non-Financial Highlights
FY2018 FY2018 FY2018

Number of Employees I Global Talent Employees I Loss Costs
(Number of persons) 26,486 (Number of persons) 326 (Millions of yen) 469

e —y

. 0,
Overseas Sales Ratio ,, . 3 40, 249% 25.8% 23.6% 24.8% 25:4%
....................................................................................................... 9.7 198 W
26,080 26,486 16.2% 16.4%

20,202 23,017 23,886 23,901 93,005

19,742 19,761 19,70 20855

FY08 FY09 FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18

FY08 FY09 FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18

Global talent employees: Japanese employees with experience working overseas
(including global trainees). The Company introduced a global talent employees
program in fiscal 2009.

FY08 FY09 FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18

Loss costs: Domestic production site, R&D facility, Headquarters department, and
indirect company department expenses including man-hours required to respond to
occupational accidents, equipment-related accidents, and commuting accidents as
well as long-term illness absences.

Environment-Contributing —
Products Sales 643.8
(Billions of yen)

Environment-Contributing Products Sales to Total Sales

...162.3.178.6

FYyos8 FY09 FY10 Fy11 Fy12 FY13 FY14 FY15 FY16 FY17 FY18

[ M Sales of products that contribute to the natural environment
| [ Sales of products that contribute to the social environment

Environment-Contributing Products: Products that have demonstrated a high level of environmental contribution and that have
been certified as having an effect when used by customers under the Company’s internal certification system. In addition to
the natural environment, the scope of contribution was expanded to include the social environment effective from fiscal 2017.

FY2018
Greenhouse Gas (GHG) Emissions
that Arise from Business Activities 921
(1,000 tons-CO2) |/

Comparative level of GHG emissions

FY13 FY14 FY15 FY16 FY17 FY18

Note: Past figures have been revised due to improvements in precision.
FY2013=100

FY2018
Greenhouse Gas Emissions ———
throughout Supply Chain as a Whole 5,31 7
(Classified by Scope) \/

(1,000 tons-CO2)

5,831
""""""""""""""""""""" 5,271 gy 5317
4,340 4,384
4,937,
) 4,433
3/461 3/531 Gt
698 680, 685, 706, 694
181 174 186 188 190,
FY14 FY15 FY16 FY17 FY18
" I Scoped
" [ Scope?
77 I Scopet

SEKISUI
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Message from the President & CEO

Message from the President & CEO

Placing environmental, social, and
governance (ESG) concerns at the
heartof managementinabidto help
realize a sustainable society, we
are working to solve social issues
that impact the global community
through our business activities.

Teiji Koge
President and
Representative Director

SEK|SU| SEKISUI CHEMICAL Integrated Report 2019 ()
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Message from the President & CEO

SEKISUI CHEMICAL Group engages in business activities guided by the Corporate Philosophy
(the 3S Principle) embodied in its Corporate Philosophy and is directed by its Group Vision “to
contribute to improving the lives of the people of the world and the Earth’s environment.” To
realize the Group Vision, we endeavor to solve social issues with our prominent technology
and quality while working to reach the Sustainable Development Goals (SDGs) adopted by all
United Nations member states aimed at realizing a sustainable society. We have positioned
ESG concerns at the heart of our management strategies so that we may continue to give
back significantly to stakeholders by creating meaningful social and economic value while
maintaining our strong corporate presence.

SEKISUI CHEMICAL Group draws on our prominent processing technologies which have
been honed over the years as the driving force to achieve our management strategies. The
Group’s business activities cover a diverse range of areas encompassing 25 technological
platforms. Categorized into the two broad domains of “residential and social infrastructure
creation” and “chemical solutions”, these technological platforms include energy systems,
infrastructure construction, and housing production construction technology as well as green
chemistry, plastic molding, and polyvinyl chloride materials. Each of these platforms act as a
source for the Group’s value creation. The prominence in technology of SEKISUI CHEMICAL
Group enables us to engage in a wide range of global business activities in fields such as plas-
tics materials, healthcare, urban infrastructure, and modular housing. The organizational struc-
ture of SEKISUI CHEMICAL Group is made up of a corporate headquarters which governs the
activities of three Divisional Companies. Looking ahead, we will work to create new value and
accelerate the pace of growth through fusion of our technologies and business opportunities
with external resources through timely decision-making that allows us to leverage the benefits
of the Divisional Company Structure.

We will work to accelerate the pace

Medium-term Management Plan “SHIFT 2019 -Fusion-"

SEKISUI CHEMICAL Group is working toward a “new phase of growth.” We aim to achieve
net sales of 2 trillion yen and operating income of 200 billion yen during the 2020s. In 2017,
the first year of the Medium-Term Management Plan, we directed our efforts toward secur-
ing “gquantitative growth,” which means maintaining increased profitability proportionate with
increasing sales and “qualitative transition.” We are also targeting operating income ratio of
over 10%, and “sustainable growth that comes hand in hand with social responsibility.” When
naming the Medium-term Management Plan, we decided on “SHIFT 2019 -Fusion-.” This
embodies our desire to change the quality of growth from both a business results scale and a
corporate attitude perspective. As a key word, we chose “Fusion,” which is central to promot-
ing and achieving the plan. First, we asked ourselves what fusion opportunities we want to
pursue. We are exploring the boundaries of our existing operations and promoting technology,
opportunity and resource fusion across our entire SEKISUI CHEMICAL Group. We will then
work to accelerate the pace of growth and the creation of new value while also proactively
considering fusion opportunities with external resources.

SEKISUI CHEMICAL Group has identified certain financial targets under the Medium-term
Management Plan. Our goal is to achieve net sales of 1.2 trillion yen, operating income of 120
billion yen, an operating income ratio of 10%, net income attributable to owners of the parent
of 75 billion yen, and an ROE of 12% in fiscal 2019, the final year of the plan.

Record-high Bottom Line Profit for a Sixth Consecutive
Fiscal Year Despite a Downturn in Operating Income

In fiscal 2018, the second year of the Medium-term Management Plan “SHIFT 2019 -Fusion-,”
the Housing Company experienced substantial increases in the number of houses sold. The
UIEP Company products also experienced increases thanks to the growth in houses sold.
Earnings also increased on the back of growth in high-value-added products. Despite these
positive factors, the High Performance Plastics (HPP) Company suffered a decrease in profit
for the first time in seven periods. This was mainly due to the sudden and sharp deterioration in
smartphone and automobile market conditions, coupled with an increase in raw material costs.

Looking at the Group’s performance in the fiscal year under review, net sales came to
1,142.7 billion yen while operating income totaled 95.7 billion yen. Based on these results,
SEKISUI CHEMICAL Group fell short of its initial plans and incurred a downturn in operat-
ing income for the first time in 10 periods. Thanks largely to a decrease in non-operating
expenses, net income attributable to owners of the parent amounted to 66.1 billion yen. This
represented a record high for a sixth consecutive fiscal year.

SEKISUI
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Message from the President & CEO

Profit in the first half of fiscal 2018 declined by 3.8 billion yen. Despite a deterioration in global
market conditions, the three divisional companies secured an increase in earnings. Profit on a
second half stand-alone basis reached a record high, rising 0.3 billion yen to 53.5 billion yen.
While the business environment is projected to remain harsh in fiscal 2019, SEKISUI CHEMICAL
Group will strive for a substantial increase in sales and record highs at each major level of profit.

Although buffeted by a slump in the operating conditions of its smartphone and automo-
bile markets, the HPP Company worked diligently to secure a boost in sales from its various
strategic investments. In addition to the complete operational start of a new interlayer fim
line in Mexico, results are expected to benefit from a new interlayer film line that is sched-
uled to launch in Europe in the second half of fiscal 2019. Focusing on efforts to expand
sales of prioritized products in Japan while improving the product mix through a shift to such
high-value-added products as aircraft sheets overseas, the UIEP Company reported record
high profits. The Housing Company posted increases in both sales and profit for a third con-
secutive fiscal year. This was mainly due to increases in the numbers of orders and houses
sold through concerted efforts in the volume zone market focusing on first time buyers. The
Housing Company also placed considerable emphasis on increasing the efficiency of indirect
functions in its housing renovation business as a means to strengthen earning power.

SEKISUI CHEMICAL Group has identified “Fusion” as a group-wide theme that traverses
all three divisional companies under its Medium-term Management Plan. Through “Fusion,”
the Group is targeting a cumulative increase of 50 billion yen in net sales over the three-year
period from fiscal 2017 to fiscal 2019. In fiscal 2018, the effects of various measures began
to emerge. This included successful efforts to cultivate the Vietnam market by acquiring an
equity interest in TP Group, a major pipe manufacturer in Vietnam, pioneer markets in the car
electronics field, and strengthen kitchen, bathroom, and laundry renovation proposals through
collaboration between the Housing and UIEP companies. From analyzing the cumulative
effects of our “Fusion” efforts, results are largely in line with initial plans. Net sales have grown
by more than 30 billion yen in the period up to fiscal 2018. In the current fiscal year, SEKISUI
CHEMICAL Group is pushing forward various initiatives in a bid to crystallize additional benefits
in the future. In addition to Corporate Headquarters working with the three divisional compa-
nies to initiate subdivision housing activities at the ASAKA Leadtown (Town and Community
Development Project) located within its old Tokyo Plant site, construction will begin on a one-
tenth scale demonstration plant to showcase the Group’s biorefinery (BR) technologies that
convert waste into ethanol, to help achieve a circular economy.

While anticipating a harsh business environment throughout the first half of fiscal 2019,
the Housing Company is expected to spearhead an increase in profit. Projecting a partial
recovery in market conditions in the second half, we will work to realize the benefits of stra-
tegic investments. Through these means, we will endeavor to return the Group to an earn-
ings growth trajectory. Taking into account the aforementioned, SEKISUI CHEMICAL Group
is forecasting net sales of 1.175 trillion yen in fiscal 2019. From a profit perspective, operating
income and net income attributable to owners of the parent are estimated to come in at 103
billion yen and 69 billion yen, respectively.

Earnings Structure (Divisional Company Organization System and
Growth Strategies)

SEKISUI CHEMICAL Group adopted a divisional company organization system in 2001. We
strongly believe that our divisional company organization system enables timely decision mak-
ing for both customers and employees while addressing sudden dramatic changes in the
market. We have also delegated broad and considerable authority to each divisional com-
pany across a wide range of areas including business execution and the setting of budgets.
Moreover, each divisional company has its own R&D function. Responsible for a comprehen-
sive range of activities from development through production to sales, this divisional company
organization structure is distinguished by its high degree of management accountability. We
have also clarified responsibilities with respect to profitability and cash flows. As a result, each
divisional company is implementing various measures to improve added value and consis-
tently reduce costs as its awareness toward profit increases.

For the most part, SEKISUI CHEMICAL Group has enjoyed continuous growth in earnings
over the past decade thanks largely to this divisional company organization system. During
this period, we have identified and invested intensely in growth enhancement areas (strategic
fields). This in turn has helped to drive earnings growth.

For example, the HPP Company, which serves as a primary driver of Group-wide earnings
and growth, identified Electronics, Automobile and Transportation, Building and Infrastructure,
and Life Science as four strategic fields. The Company helped to increase earning power by
promoting growth strategies that allocate management resources on a priority basis. The
company focused mainly on products where it maintains a global competitive advantage
including automotive interlayer films in the Automobiles and Transportation field and diagnostic
reagents in the Life Science field.

While pursuing growth on the back of a divisional company organization system, SEKISUI
CHEMICAL Group has continued to strengthen its governance structure covering each divi-
sional company. Spearheaded by internal directors, the Policy Committee provides a forum
for not only deliberating on managerial indicators, but also for evaluating rebuilding and/or exit
strategies for underperforming businesses.

Meanwhile, control of the Medical Business, which was previously included in the HPP
Company, has transferred to corporate headquarters from fiscal 2019. Recognizing the sub-
stantial potential of the Medical Business, this initiative is designed to help realize the “new
phase of growth” identified under the Group’s long-term vision. Moving forward, we will work
diligently to nurture the Medical Business, inject management resources as a new divisional
company candidate, and accelerate the pace of expansion.

SEKISUI
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Strengthening the Management Foundation (Corporate Governance)

SEKISUI CHEMICAL Group recognizes that governance is the cornerstone of sound corporate
management. Through governance, companies are better positioned to hone in on important
themes that include the selection of and concentration on businesses where an improvement in
capital efficiency is most likely to be achieved, the systems and processes required to properly
carry out operations, the reduction of risks that could lead to a deterioration in corporate value,
and the means and structure necessary to secure growth. As a key component of the decision-
making process, governance is also a mechanism through which to fine tune and determine
those strategies that will enable companies to put into effect the aforementioned themes.

In broad terms, governance is a discipline that provides a roadmap for sound and sus-
tainable growth as well as the support required to build a structure that will help garner the
confidence of society.

Based on this understanding, SEKISUI CHEMICAL Group has worked diligently to
enhance corporate governance in a bid to increase the transparency and fairness of man-
agement and to ensure that decisions are made in a timely manner. In order to incorporate a
broad range of perspectives, obtain the counsel of individuals with diverse backgrounds, and
reinforce the supervisory function, we have appointed three highly independent outside direc-
tors to play a central role in the Company’s top management. With this initiative, the ratio of
outside directors to the total number of directors has risen to one third.

SEKISUI CHEMICAL Group also established the Nomination and Remuneration Advisory
Committee in fiscal 2016. Under the Company’s officers’ remuneration plan, bonuses are
not only linked to the Group’s performance, but also the ratio of Environment-Contributing
Products to total sales, each divisional company’s performance including such non-financial
indicators as CS & Quality management, ROE, and other factors. Moreover, a share-based
compensation plan was added to the Company’s officers’ remuneration plan. This incentive
plan is designed to further raise the motivation of officers and is linked closely with sharehold-
ers’ value over the medium to long term.

Looking ahead, and in a bid to further strengthen the governance function of the Group’s
overseas business, which continues to expand, SEKISUI CHEMICAL Group newly established
a regional headquarters in Thailand to complement existing headquarters in the U.S., Europe,
and China. In this manner, we have put in place a structure to cover the ASEAN and Oceania
zones. Every effort is being made to bolster the governance function by unifying operations in
Japan and overseas, minimizing latent risks, and incorporating the knowledge of local opera-
tion outside Japan.

SEKISUI CHEMICAL Group’s
Approach Toward Addressing ESG Management

The business environment is veiled in a cloud of uncertainty. This is mainly due to a slowdown
in the growth of emerging countries, the frequent incidence of regional conflicts and acts of
terrorism, high foreign currency exchange rate volatility, and the rise of protectionism. Under
these circumstances, demand in the leadup to Japan’s consumption tax rate hike in 2019
is expected to change. At the same time, demand growth prior to the Tokyo 2020 Olympic
and Paralympic Games and a subsequent negative correction is also anticipated. From our
perspective, we believe that changes in population demographics typified by the declining
birthrate in Japan, as well as shifts in the global environment attributable to climate change, cli-
mate devastation, and resource depletion issues represent megatrends that have the potential
to considerably impact SEKISUI CHEMICAL Group. Initiatives aimed at addressing these two
broad megatrends are critical to the durability of the Group’s business model.

SEKISUI CHEMICAL Group is working diligently to help solve these important issues
through its business activities. As one example, and as a part of efforts to address the
critical issues of climate change risk and the impact on the global environment attributable
to resource depletion, we have developed and market several products that are attracting
widespread attention. This includes the Group’s EsloHYPER Series of earthquake resistant,
highly durable polyethylene leak-proof pipes and CROSS-WAVE, a plastic material used
in rainwater storage systems. Both of these products are helping to resolve water issues
in emerging countries. Looking also at countermeasures designed to address the issue
of social infrastructure degradation, SEKISUI CHEMICAL Group has introduced the SPR
Method, a trenchless sewage pipeline renewal method that facilitates the efficient applica-
tion of backfill materials in the space between existing and rehabilitation pipes, as well as
products in the InfraGuard Series to repair and strengthen degraded concrete and other
structural surfaces and prevent peeling.

Governance is a discipline

SEKISUI
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In this manner, we believe that our efforts to engage in a diverse range of business devel-
opment activities will not only provide the conduit for seizing a variety of opportunities, but
also allow us to help resolve a host of social issues going forward. There are currently many
unprecedented global social problems such as climate change, deteriorating social infrastruc-
ture, raw resource/energy issues, and super aging societies. However, we remain confident
in our ability to make a significant contribution to solving these issues through our business
activities by leveraging our prominence in technology and quality.

As far as its ESG endeavors are concerned, SEKISUI CHEMICAL Group was the first
in Japan’s chemical sector to acquire Science Based Targets (SBT) Initiative certification for
greenhouse gas reduction targets. In addition, the Group expressed its support for the Task
Force on Climate-related Financial Disclosures (TCFD) in January 2019. In specific terms, we
announced our agreement to the TCFD’s recommendation that companies analyze the impact
of climate change on their financial status and disclose information about their strategies to
respond based on those impacts. Among a host of other initiatives, SEKISUI CHEMICAL
Group is also working to increase the ratio of Environment-Contributing Products to total
sales. This includes products that aim to achieve several of the SDGs. Coupled with efforts to
promote health management, the Group revised its human rights policy.

Capital Policy and Return to Shareholders

Guided by the five core components of its Basic Capital Policy, SEKISUI CHEMICAL Group
pursues optimal balance between investment for sustainable growth and the return of profits
to shareholders while keeping in mind the optimal state of its balance sheet.

In conjunction with efforts to aggressively undertake growth investment activities total-
ing 300 billion yen as stipulated in its Medium-term Management Plan, the Group is utilizing
borrowings in line with the demand for funds while maintaining a sound financial position.
Turning to the Group’s policy on the return of profits to shareholders, we are guided by profit
growth trends over the medium to long term as well as the ongoing need to engage in proac-
tive business investment. On this basis, the return of profits to shareholders is carried out in
accordance with financial results. Moving forward, we will continue to pursue the vigorous
and stable return of profits to shareholders through the payment of dividends and flexible buy
back of shares. Our goals are to secure a Dividend-on-Equity (DOE) Ratio of around 3% while
targeting a dividend payout ratio of roughly 30%.

Through these initiatives, SEKISUI CHEMICAL Group will continue to create new value
that will be shared with society, generate economic value, and accelerate the pace of sustain-
able growth. As we work to achieve these goals, we kindly request the continued support and
understanding of all stakeholders.

August 2019 e é;
President and Representative Director j&.
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Basic Capital Policy

1. The Company recognizes its capital policy as one of the most im-

portant tasks in corporate governance.

2. The Company avoids implementing any capital policies that is not

considered supportive to the creation of long-term shareholder val-
ue. Any capital policy involving a change in control or a substantial
dilution will be subject to the deliberation of the Board of Directors
for careful examination of its purpose and necessity/reasonable-
ness and other due processes so that the shareholders will be pro-
vided with sufficient and clear explanation of it.

3. The Company sets and discloses in its Medium-term Management

Plan its targets for various indicators of capital productivity such as
return on equity (ROE).

. By always keeping in mind the optimal state of the balance sheet,

we will pursue an optimal balance between investment for sustain-
able growth of the Company and shareholder return.

5. The return of profits to shareholders will be carried out in accor-

dance with financial results and in consideration of ROE and the
Dividend-on-Equity Ratio as well as optimal balance between the
policy for stable dividend payments and the ability to flexibly buy
back shares. Our aim is to secure a DOE Ratio of around 3% while
targets a dividend payout ratio of roughly 30%.
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Progress of the Medium-term Management Plan “SHIFT 2019 -Fusion-”’

Under the Medium-term Management Plan “SHIFT 2019 -Fusion-” (from fiscal 2017 to fiscal 2019) we will make “quantitative growth,” by which we grow sales
with profitability by appropriate growth investment for the future, compatible with “qualitative transition,” by which we aim for an operating income ratio of
more than 10% through ongoing improvements in profitability by constant structural reform.

A /i iz

New phase

of growth

Quantitative growth

Aim to grow sales with profitability

v

strengthen the overseas alliance strategy

Qualitative transition

Aim for an operating income ratio of more than 10%

v

Quantitative

target

FY2018 Results FY2019 Medium-term Plan*!
_ 1,142.7 billion yen 1,200.0 billion yen
Operating s
e5 7 bilkn yen

120.0 billion yen

10%

et income 66.1 billion yen 75.0 billion yen

e
290.2 billion yen 300.0 billion yen
852.5 billion yen 900.0 billion yen

Operating Income

(Billions of yen)

Forward-looking investment and Constant structural reform 1 Assumed
exchange rate Operating
High Performance Plastics Company High Performance Plastics Company income ratio
Strategic capital investments and M&As in four strategic fields Increase earnings power by reorganizing the structure of production 1 Uﬁ)(l))ollar
= yen
Housing Company Housing Company
Launch new products to capture a share of volume zone markets Promote cost innovation across the entire supply chain 111Esuro
= yen
Urban Infrastructure & Environmental Products Company Urban Infrastructure & Environmental Products Company
Increase production capacity of high-value-added products; Optimize the structure of production
FY2009-FY2013 FY2014-FY2016
GS21-SHINKA! SHINKA!-Advance 2016

FY2017-FY2019
SHIFT 2019 -Fusion-

. High Performance Plastics Company

. Housing Company

. Urban Infrastructure &
Environmental Products Company

B Vedical Business

. Other

*2 From FY2019, the medical business was
separated from the high-performance

plastics company

M

Medium-term Plan

L
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Progress of the Medium-term Management Plan “SHIFT 2019 -Fusion-”’

Under the Medium-term Management Plan “SHIFT 2019 -Fusion-,” the policy is to conduct aggressive investment while maintaining a sound financial position. To that end, we double
strategic investment and establish a new investment framework for M&As. We will make investments for growth from various perspectives, including establishing a new environmen-
tal contribution framework. On the other hand, our policy is to maintain active and stable returns of profits to shareholders through dividends and treasury stock acquisition.

LA AL AL/ 40040044

Undertake aggressive investment activities and Maintain vigorous and stable returns to

Capital Policy . : o ) Returns to )
Approach utilize borrowings in line with the demand for funds SRR shareholders also under the Medium-term
while maintaining a sound financial position Management Plan
Trends in Cash and Deposits, Interest-bearing Debt, and D/E Ratio Returns to Shareholders Track Record
(Billions of yen)

=@~ Net income 4:2/.%
) attibutableto ~ @~—
0.21 owners of the parent

B Acquisition of
treasury stock

B Dividends

Commitments
under the

Medium-term
Management Plan

FY13 FY14
FY13 | FY14 FY15 FY16 FY17 FY18

e Targeting a

Net income attributable to )
owners of the parent per 80.13 10473 = 11508 = 12613 13380 14170 dividend payout
share (yen) ratio of 30%

FY13 FY14 FY15 FY16 FY17 FY18 Cash dividends per share 23 27 30 35 40 44 ° Targeting
(ven) DOE*2 of 3%
~®- DJ/E ratio (Times) Dividends payout ratio 28.7% 25.8% 26.1% 27.7% 29.9% 31.0% e Flexible
B interest-bearing debt (Billions of yen) ;\tcotltll(ls(gllﬁlf:)r(:; t(:'?azrll)'y 10.0 15.0 16.8 16.4 16.0 14.6 acquisition of
B Cash and deposits (Billions of yen) J treasury stock
Total return ratio*' 52.9% 54.0% 55.5% 54.5% 55.1% 53.0%
9.4% 10.9% 10.9% 11.3% 11.2% 11.1%
2.7% 2.8% 2.8% 3.1% 3.3% 3.4%
Treasury stock retired 0 12 10 0 10 8

(millions of share)

*1 Total return ratio = (Amount of treasury stock acquired + Total Dividends)/Net income attributable to owners of the parent
*2 DOE= Annual dividend/Average Shareholders' Equity

I I
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Progress of the Medium-term Management Plan “SHIFT 2019 -Fusion-”’

In addition to growth in existing businesses, the thinking is that growth under the Medium-term Management Plan “SHIFT 2019 -Fusion-" will be achieved by
creating incremental increases in sales in existing businesses through fusion themes and by accelerating the promotion of new businesses (commercializa-
tion of incubation and creation themes).

LA AL AL/ 40040044

H Targeting a FY2017-FY2019 cumulative increase in sales of ¥50 billion (compared with FY2016) through “Fusion” measures

Details of Incremental M&A (potential \—\ )
incremental (irlcrease) 1,200 bil. yen Stzttl:: C_Jf P.Ir_ct:gress
and Major Themes

Increases in Sales

Fire-resistant materials development, manufacture and sales

(Image) : FY.2019 growth (SEKISUI CHEMICAL and SoflanWiz Co., Ltd.)
inorease anﬂ?;ﬁ:iﬂﬁ 50.0 bil. yen upjto | | Commence subdivision housing operations as a part of the Asaka
1910)5i e Lead Town project

Cultivating the Vietnam market (UIEP and TP Group)
j Cultivating the car electronics field
Strengthening kitchen, bathroom, laundry renovations (Housing and UIEP)

Incremental increase in -
existing businesses 84.0 bil. yen

} i12.0 bil yen
. Acquired Polymatech Japan Co., Ltd.
Film-type lithium-ion battery (SEKISUI CHEMICAL and External elec-
{0658 biljyen) tronic manufacturer)
Chlorinated polyvinyl chloride (CPVC) (HPP and UIEP
m % i19.0 bil. yen poyviny ( ) )
FY2016 FY2019 Increase attributable to “Fusion”

Hl Steady progress overall in Development & Creation themes; Plans to commence construction of a 1/10-size BR plant in FY2019

FY2018

Typical Examples of Development Themes FY2016 FY2017 | | FY2019 | FY2020 and after

Film-type lithium-ion battery Launch products for
(Housing, Corporate R&D and External electronic manufacturer) stationary use

Urban development project Design completion; commence (ST INETISCRTB SIS [IEI{SIaM Push forward urban development proposals that seamlessly combine the
(Housing, UIEP, HPP, and Corporate R&D) preparation of land housing activities collective strengths of our Group’s technologies and products nationwide

Next-generation solar cell Partial commercialization Indoor: Improve performance and production technologies; conduct user verification tests = Expand applications
(Corporate R&D and advanced User Candidates) for indoor use Outdoor: Promote progress in weather resistance development activities

Carbon fiber reinforced thermal plastic Partial commercialization in R e T G e e AT T RS AT e
(UIEP and Corporate R&D) the civil engineering field PP 9

Biorefinary (BR) technologies that convert garbage into ethanol . . . . . Commence construction
(Corporate R&D) Develop technologies Verify technologies, realize business models and undertake a search for partners of a 1/10-size BR plant*
*Final estimated scale of around 1/10

I I
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Progress of the Medium-term Management Plan “SHIFT 2019 -Fusion-"

SEKISUI CHEMICAL Group’s Town and Community Development through “Fusion”

In addition to growth in existing businesses, the thinking is that growth

under the Medium-term Management Plan “SHIFT 2019 -Fusion-" will ;- Bringing Together SEKISUI CHEMICAL Group’s Technologies
be achieved by creating incremental increases in sales in existing busi- SEKISUI CHEMICAL Group products help support safe and comfortable lifestyles not only in a visible manner
nesses through fusion themes and by accelerating the promotion of new (above ground), but in ways that are not always evident (below ground).
businesses (commercialization of incubation and creation themes).
SEKISUI CHEMICAL Group is currently promoting the ASAKA Above ground products

Earthquake-resistant, highly durable,
high-performance factory-built
housing products

Leadtown (Town and Community Development Project) at a former Tokyo
plant site in Asaka City, Saitama Prefecture as one of several fusion themes.
Bringing together a broad collection of the Group’s products, the goal is

Can be used in the event of a disaster

to create a safe and secure, eco-friendly, sustainable town. At the same —
time, every effort is being made to promote fusion through collaboration —
with regional government agencies and companies outside the Group.

I
Achievements in Fiscal 2018 -ASAKA Leadtown- Il ) ll/ﬁ
The project name, ASAKA Leadtown, is a coined phrase that shines a light on S-LEC interlayer fim for Drinking water storage Emergency-use storage-type
the efforts “leading into” the creation of a sustainable urban environment. The laminated glass system portable toilet
goal is also to “lead” both the region and local residents to a lifestyle that is one
step ahead of the one that they currently enjoy. Bringing together the collec-
tive strengths of the Group’s latest lifestyle-related technologies and products, ; Below ground products
SEKISUI CHEMICAL Group is working diligently to support Asaka City’s town
planning endeavors and efforts to realize both safety and security, make it easier
to raise children, promote interconnected relationships for a vibrant lifestyle, and
maximize the benefits of a natural environment.

| 3 ’ 4 o,

ESLON RCP for ground- and  Rainwater storage system CC-BOX (electric and com-

rainwater drainage use “CROSS-WAVE” munications cable protec-
tive pipeline system)
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Dialogue

Ensuring SEKISUI CHEMICAL
Group’s Sustainability through

ESG Management

With ESG concerns driving management,
SEKISUI CHEMICAL Group will take the
next leap forward. Well versed in envi-
ronmental finance as it pertains to such
wide-ranging topics as climate change, we
welcomed Ms. Mari Yoshitaka to join us in a
discussion on SEKISUI CHEMICAL Group’s
current and future initiatives.

The Role that SEKISUI CHEMICAL Group
Should Be Expected to Play

Yoshitaka: | have been engaged in environmental finance
consulting focusing on the climate change field for close to
two decades. Interest in this issue from institutional investors
has grown rapidly from around 2014.

Well prior to the start of this movement, SEKISUI
CHEMICAL Group has promoted a wide range of initiatives
since clarifying its stance toward corporate social responsibil-
ity (CSR) with an emphasis on the environment in 2000. What
led you to pioneer efforts in the leadup to this current era?

eita Katc

ve Director
n ing Executive Officer,
'Responsible for ESG Management Department,
3 Head of Business Strategy Department
""" - Head of New Business Development Department

Kato: Our inspiration comes from the president before last
Naotake Okubo, who spearheaded the Company from
1999. Mr. Okubo advocated efforts aimed at “co-existence
of ecology and the economy.” While this remains the cor-
nerstone of our current approach toward CSR, SEKISUI
CHEMICAL Group’s endeavors began several years prior.
We launched, for example, poly-pail plastic garbage bins
made from polyethylene as early 1964, around the time of
the Tokyo Olympics. Through efforts to address the issue of
waste disposal that had continued to plague Tokyo, these
products helped spur a beautification campaign that blos-
somed into a so-called “cleaning revolution.”

Over the ensuing period, we have developed and

A3

is. i Yoshitaka
Chief Envi Ol ental & Social Strategist

Environmental Strategy Advisory Division
Mitsubishi UFJ Morgan Stanley Securities Co., Ltd.

brought to market a variety of products that help resolve
environmental and social issues. In addition to introducing
the SPR Method, a trenchless sewage pipeline renewal
technique that facilitates the efficient application of backfill
materials in the space between existing and rehabilitation
pipes, SEKISUI CHEMICAL Group released an automotive
interlayer film that controls the cabin temperatures of cars
by cutting ultraviolet as well as infrared rays thereby increas-
ing air conditioning efficiency. Among a host of products,
the Group also launched a heat shielding interlayer film that
helps reduce CO2 emissions and an interlayer film for head-
up display use that significantly improves safety.

Resolving social issues through business activities

SEKISUI
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is now second nature and a part of our DNA. SEKISUI
CHEMICAL Group is not a raw materials company. We pro-
vide additional functionality through processing, which in
turn leads to added value, and ultimately solutions to social
issues. Receiving high praise for these endeavors, our busi-
ness and earnings as a result have grown substantially.
Recently, we have become especially aware that solutions
to social issues leads to sustainable growth.

Yoshitaka: In recent years, the trend toward ESG invest-
ment has become increasingly prominent worldwide
together with an appreciation of growth in other than finan-
cial terms. | am pleased that steps to secure growth by
resolving issues through business activities are being linked
to the pursuit of earnings.

Kato: Our awareness toward ESG concerns may also
reflect our shareholder profile. SEKISUI CHEMICAL Group’s
ratio of overseas institutional investors to total shareholders
is around 10 percentage points higher than the average of all
companies listed on the Tokyo Stock Exchange. Calling on
overseas institutional investors on several occasions each
year, we have noticed a significant increase in the number of
ESG-related questions and proposals.

Yoshitaka: A substantial portion of the corporate sector is
today engaging in ESG management. What do you see is
your role as a company?

Kato: Taking into consideration our status and position
within the manufacturing sector, it is our responsibility to
help address environmental and social issues through the
development of innovative products and technologies and
to pursue every opportunity. Working to fulfill the require-
ments of customers and society, it is our role to provide
high-value-added solutions.

In this context, we are endeavoring to create and
expand Environment-Contributing Products that contribute
substantially to resolving environmental and social issues.
Critical to efforts aimed at the ongoing promotion of environ-
ment-based management is the Group’s underlying tech-
nological and human resource assets as well as initiatives
undertaken with customers. Drawing on the strengths of
these assets and initiatives, we will work to resolve a host

of issues. We remain confident in our ability to balance the
need for sustainable growth and business expansion with
efforts to address social problems.

On another note, the issue of marine plastic waste has
been picked up by various forms of media of late. SEKISUI
CHEMICAL Group is also committed to resolving this concern.

About ESG Management

Yoshitaka: Interest in how companies address ESG con-
cerns among investors is wide ranging. In addition to the
defensive measures that companies are ethically bound to
undertake, investors are calling for the disclosure of ESG
information that includes details of companies’ offensive
measures and how efforts will contribute to growth.

However, the vast majority of companies have yet to
clarify their levels of contribution to the environment and
the impact on earnings. How has SEKISUI CHEMICAL
Group responded to this wide-ranging interest and calls for
increased information disclosure?
Kato: We do, for example, disclose details of various indi-
cators including sales targets for Environment-Contributing
Products. We would of course like to declare that our entire
lineup is comprised of Environment-Contributing Products.
In reality, however, as assessment is made on an objective
basis by a panel of outside experts with products regis-
tered progressively. Employees are also better positioned
to gauge the level of growth attributable to contributions to
society as the ratio of Environment-Contributing Products
increases. With this in mind, | look forward to the day when
the Company can indeed declare that its entire lineup is
comprised of Environment-Contributing Products. | believe
this will help boost the number of employees who take pride
in pursuing the sustainable growth of the Company through
efforts to address ESG concerns.

In addition, SEKISUI CHEMICAL Group announces
details of various integrated indices including its rate of
return on natural capital. This index measures the level of

Ms. Mari Yoshitaka

After working for an IT company and a U.S. investment bank, she
received M.S from the Department of Natural Resources and Environment
at the University of Michigan. She was engaged in research work at the
Technology and Environment Department of the World Bank Group’s
International Finance Corporation and was involved in a research for one
of the first eco-funds in Japan. She joined Mitsubishi UFJ Morgan Stanley
Securities in August 2000 to start up the climate finance related business
and recently she has been conducting SDGs and ESG investment
advisory business. She also teaches environmental business design at
Graduate School of Media and Governance, Keio University. Also she is a
member of Global Environment Committee, Central Environment Council.

contribution to the natural environment generated by our
corporate activities as a whole. The goal is to convey our
approach toward addressing ESG concerns by disclosing
details of the burden imposed on the environment by our
corporate activities including production processes, and the
degree to which we contribute to society.

Yoshitaka: Speaking with the senior executives of over 150
companies each year, ESG concerns clearly play an integral

SEKISUI
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role in shaping management. In this regard, today’s leaders
are struggling with how best to set the tone, and to balance
contributions to the environment and society with earn-
ings growth. It is difficult at this stage to categorically state
that a balance has been achieved. Here, | would like to see
SEKISUI CHEMICAL Group play a leadership role.

From my experience as a university professor, the moti-

vation behind students, who engage in research without an
understanding of how a technology can be used, and those
who pursue a clearly defined objective, are poles apart.
Have you had the same experience?
Kato: My involvement with automotive interlayer fims is
extensive and covers a lengthy period. SEKISUI CHEMICAL
Group’s competitive advantage stems from successful
efforts to provide added value in such areas as sound and
heat insulation and to differentiate its products from other
companies. In developing new products, we also placed
considerable emphasis on resolving social issues, which
as a result helped drive business growth. The fact that our
efforts were contributing to the Company’s expansion was
both rewarding and a source of motivation.

On the anniversary of the Company’s founding this year,
the message that “the very essence of SEKISUI CHEMICAL
Group’s business is grounded in the environment, society,

and governance” was broadcast to all employees. “Of para-
mount importance is the need to link solutions to society’s
problems with efforts to achieve sustainable development
goals (SDGs).”

We would ask the frontlines of our operations to carry
out their duties with an increased awareness toward ESG
concerns. Our role as management is to showcase the
appeal of these activities to the outside world. This message
has become all the more prominent since our current presi-
dent, Mr. Koge, took up office. Among several recent initia-
tives, for example, “Shift to the ‘Next Stage’ — With ESG
concerns driving our management, we will take the next
leap forward” has been adopted as the Group’s slogan in
fiscal 2019. In addition, the ESG Management Department
was established and included in the Group’s organization
in April 2019. Redoubling our efforts, the goal is to move
beyond the scope of just CSR management, and to clarify
the importance of the environment, society, and governance
with a focus on growth.

Should the Group’s mindset evolve, and an acceptance
toward the direct link between the Group’s business and its
products to addressing ESG concerns emerge, | am confident
that the Group’s ability to move forward including next-gener-
ation development themes will grow increasingly powerful.

Medium-term Management Plan and
Long-term Vision

Kato: SEKISUI CHEMICAL Group will launch its next
Medium-term Management Plan in fiscal 2020. We are also
in the process of formulating a long-term vision that will carry
the Group through to 2030 and plan to announce details.
More than just the disclosure of financial information
such as sales and earnings targets, we recognize the impor-
tance of ESG-related non-financial key performance indica-
tors (KPIs). By providing details that link both financial and
non-financial data, we will better showcase the Group’s
efforts to expand its business scope while at the same time

helping to address ESG concerns as well as our strong
commitment in an easy to understand manner.

Yoshitaka: Providing an accurate picture of the Company’s
evolution going forward, as well as the intentions of top man-
agement, are extremely important to investors that adopt
a long-term perspective such as pension funds. Shining a
light, for example, on the Group’s lineup of Environment-
Contributing Products in 2030 and the volume of sales will
convey to one and all that SEKISUI CHEMICAL Group’s
activities are the epitome of ESG management.

Kato: A long-term vision that covers the next decade
through to 2030 equates ostensibly to three medium-term
management plans. In our medium-term management plans
to date, results were computed on the amount of sales and
earnings accumulated on an annual basis. In this instance,
SEKISUI CHEMICAL Group is putting in place a long-term
vision from which it will formulate a plan using the back-
casting method. Under this method, we will consider steps
that should be taken in the present by envisioning a goal for
the future and working backward to the present. Rather than
just an annual earnings plan, | am therefore hoping that this
approach will help generate and identify milestones includ-
ing the development of technologies that look to the future.
Yoshitaka: It is exactly this kind of long-term thinking that
investors as well as millennial/post-millennial students, who
are charged with the responsibility for our future, are looking
for and hold in high esteem. Companies with a vision and plan
that are able to not only survive, but thrive through to 2030
and beyond, are more likely to attract the talented young
people. By securing excellent human resources, the potential
for a company to grow further improves exponentially.

Climate Change

Yoshitaka: What are your thoughts on the Group’s decision
to adopt a 2030 environmental long-term vision index?

Kato: Under its long-term environmental management
vision, “Sekisui Environment Sustainability Vision 2030,”
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SEKISUI CHEMICAL Group has positioned efforts to
“expand and create markets for Environment-Contributing
Products, “reduce environmental impact,” and “conserve the
natural environment” as three core underlying pillars. Under
this vision, the Group has also established and is promoting
the Sekisui Environmental Sustainability Index. Setting the
use of natural capital (the impact on the environment) at 100,
this index plots the return of natural capital (contributions to
the environment). In fiscal 2018, SEKISUI CHEMICAL Group
achieved a rate of return to natural capital target as reflected
in the Sekisui Environmental Sustainability Index of 92%.
This was one year ahead of its fiscal 2019 target of 90% set
under its current medium-term plan.

This result reflects the substantial return attributable to
Environment-Contributing Products as well as growth in high-
value-added products. Meanwhile, SEKISUI CHEMICAL
Group fell short of its environmental impact reduction plans

in fiscal 2018. Ultimately, the Group is targeting a reduc-
tion in greenhouse gas (GHG) emissions by 26% by 2030
compared with the level recorded in fiscal 2013. Taking into
consideration, our ongoing growth through various means
including M&As, this is proving to be an extremely challeng-
ing target.

Yoshitaka: Investors quite naturally look for companies to
grow. However, growth also contributes to an increase in
energy consumption. While one train of thought suggests
that the massive expenditure required to reduce energy con-
sumption is a negative factor, it can be argued that cutbacks
in CO2 emissions amid corporate growth helps to boost the
efficiency of business activities.

Kato: Without a doubt, manufacturing and energy con-
sumption efficiencies have improved considerably. We rec-
ognize that these efficiencies are extremely useful from an
economic standpoint. While we are indeed behind plans

with respect to the volume of GHG emissions, reduction lev-
els exceed plans on a basic unit basis.

Plans for the renewal of machinery and equipment uti-
lizing the portion of Environment-Contributing Investments
earmarked for GHG reduction us currently progressing in line
with plan. | believe it is important to beef up measures which
includes reviewing energy consumption patterns as well as
procurement methods if we are to achieve our objectives.
Yoshitaka: | suspect that a better understanding of the
relationship between your long-term vision and finances
would make it easier to grasp the Group’s growth potential.
| believe SEKISUI CHEMICAL Group has also adopted sci-
ence based targets (SBTs*').

Kato: Looking back on the rate of natural capital return
mentioned a moment ago, roughly 80% of the GHG emis-
sions attributable to the Company’s corporate activities are
linked to both upstream and downstream operations along
the supply chain. SEKISUI CHEMICAL Group took steps to
acquire SBT Initiative certification last year in a bid to pro-
mote GHG reduction activities along the entire supply chain.
Yoshitaka: | have participated each year in the Conference
of the Parties (COP) on climate change for over 10 years. |
have seen an upswing in recent applicable agenda items.
Without question, climate change is a reality. Interest con-
tinues to mount toward the manner in which business
is responding to the relevant physical risks as well as the
opportunities that arise. | refer, for example, to resilient busi-
ness models that look to address natural disasters.

Kato: Our Sekisui Heim lineup using the Unit Construction
Method, products handled by the Urban Infrastructure
& Environmental Products (UIEP) Company, the High
Performance Plastics (HPP) Company’s CROSSWAVE
which reduces rainwater runoff following periods of tor-
rential rain, and other offerings precisely hit the mark.
SEKISUI CHEMICAL Group’s unit housing boasts a high
in-factory production ratio. Less susceptible to the weather
conditions attributable to climate change, our unit housing
falls consistently within established construction sched-
ules compared with rival products. Laid underground,
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CROSSWAVE helps adjust rainwater volumes by prevent-
ing the sudden rush of rainwater into waterways at the time
of torrential rain. It also helps prevent damage to water-
ways while controlling overflow.

The Japanese government has provided supplemen-
tary budgets to reinforce the nation’s infrastructure and land.
Through the widespread use of these products, we hope to
not only expand sales in Japan, but also promote applications
overseas. In doing so, we see ample opportunities for growth.
Yoshitaka: With a number of businesses and products
designed to address the impacts of climate change, clearly
SEKISUI CHEMICAL Group is exhibiting considerable fore-
sight. | have heard that you are now venturing into the
power business.

Kato: Japan’s Feed-in Tariff (FIT) System for renewable
energy will soon come to an end. We are looking to pur-
chase surplus electricity from customers living in the Group’s
solar panel housing and to on-sell to the customers in need
and/or supply to production sites in Japan. The goal is for all
domestic production sites to meet their power consumption
needs through the purchase of this renewable energy. For
this reason, we sought approval to amend our Articles of
Incorporation allowing the Group to undertake power busi-
ness activities at this year’s General Meeting of Shareholders.

During blackouts caused by natural disasters, for exam-
ple, customers equipped with solar panels and storage bat-
teries can consumer power as normal. | believe that the
Group is well positioned to contribute during emergencies
especially in the areas of security and safety.

Yoshitaka: Turning to other environment-related themes,
there is growing pressure for the corporate sector to
address the recommendations of the Task Force on Climate-
related Financial Disclosure (TCFD*?). Companies are also
being asked to prepare for multiple atmospheric warming
scenarios. This includes the forecast 2°C rise in tempera-
tures set under the Paris Agreement. Where does SEKISUI
CHEMICAL Group stand on these issues?

Kato: We are examining the risks and opportunities associ-
ated with increases in temperatures of 2°C and 4°C. We
are, for example, looking at in-company emission reduction

levels. In addition, we are pulling together a wide range of
information including the impact of our products on the envi-
ronment, our options and possible initiatives, and any effects
that are likely to arise.

Meanwhile, in the event that a 4°C increase in tem-
peratures should materialize, rather than focus on emission
reduction levels and contributions to the environment, we
are looking at what products and services to provide in order
to contribute to security and safety in the event of an emer-
gency such as a natural disaster attributable to global warm-
ing. On this basis, we are conducting various simulations
from a variety of perspectives.

As | have mentioned, SEKISUI CHEMICAL Group main-
tains a broad lineup of Environment-Contributing Products.
In this regard, customers are selecting our products for their
value-added contributions to the environment and society. |
am convinced that business opportunities will only continue
to expand in this field.

*1 SBT: SBT (short for Science-Based Targets). Called for by joint initiatives, includ-
ing the UN Global Compact, in response to the adoption of the Paris Agreement.
Through the SBT Initiative, greenhouse gas reduction targets established by compa-
nies are certified as science-based targets (SBT) that contribute to long-term mea-
sures combating climate change.

*2 TCFD: The Task Force on Climate-related Financial Disclosures was established in
2015 by the Financial Stability Board (FSB), which is an international organization
that seeks to stabilize the financial system. The TCFD recommends analyzing the
impact of climate change on a company’s finances and information disclosure with
regard to response strategies.

Taking Up the Challenge of a Circular
Economy while Targeting a Sustainable
Society

Yoshitaka: In addition to the microplastics that are pollut-
ing the world’s oceans, plastic in its various forms is attract-
ing a growing amount of negative attention. What are your
thoughts on measures aimed at addressing this issue?

Kato: As a company with its roots in the manufacturing sec-
tor, we believe it is important to upgrade and expand 3R prin-
ciple endeavors. For this to happen, we recognize the need
to play a responsible role in changing society’s awareness

and to modify existing systems. Steps have therefore begun
to bring the sector together in an effort to consider essen-
tial measures. As a pinnacle technology in the recycling of
chemicals that eliminates the need to sort waste, SEKISUI
CHEMICAL Group has developed a biorefinery (BR) technol-
ogy that converts the gases generated at garbage disposal
facilities into ethanol. In addition to its use as a fuel, the etha-
nol generated by this exceptional technology can be reap-
plied as a raw material for the manufacturer of plastic.

Initial steps are currently being taken to operate a one-
tenth scale waste disposal pilot plant. Moving forward, we
hope to contribute significantly to resolving the issue of
plastic waste through large-scale collection activities and
the subsequent conversion into ethanol. Today, talk of a
resource recycling society is quite prevalent. We believe that
the Group’s BR technology has the potential to play a trump
card role in realizing this kind of circular economy.
Yoshitaka: Historically, Japan’s social climate has made it
difficult to specify the link between increases in earnings and
efforts to resolve environmental and social issues. The fact
that companies like yourself are confronting these difficul-
ties head on, and declaring their commitment to address-
ing ESG concerns through business activities, is a welcome
trend. The fact that SEKISUI CHEMICAL Group also main-
tains BR and other technologies is also a source of mount-
ing expectation.

As investors grow to appreciate these types of compa-

nies, the possibility exists for ESG initiatives that have been
historically categorized as an external diseconomy to be
internalized within the market. Should this happen, | expect
the future will be bright. | can see a brisk upswing in ESG
initiatives based on market mechanisms and a substantial
increase in efforts aimed at resolving social issues. Taking
the lead in these endeavors, | look forward to SEKISUI
CHEMICAL Group further growth in this field.
Kato: SEKISUI CHEMICAL Group recognizes efforts to
address ESG concerns as a driving force behind its sustain-
able growth. Today’s dialogue only reaffirms that recognition.
We will continue to do out utmost in meeting expectations
and ask for your continued support and counsel.
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SEKISUI CHEMICAL promotes stakeholder engagement
with constructive dialogue to improve corporate value and
build relationships of trust with stakeholders, and it has set
a policy of actively disclosing important corporate infor-

Real iZi ng a Sustai nable SOCiety Wh ile ra— ) mation from the viewpoint of financial, environmental and
Working to Become a Resilient Company -

social concerns. Also, as a basic strategy in its Medium-
term Management Plan, “SHIFT 2019 -Fusion-,” SEKISUI
CHEMICAL Group has set up and works to promote the
building of a sustainable management foundation from an
environmental, social and governance (ESG) perspective.
In particular, in relation to the environmental (E) viewpoint,
the Group is actively tackling climate change and other
environmental issues in its Environmental Medium-term
Plan for fiscal years 2017 to 2019, “SEKISUI Environmental
Sustainability Plan: Accelerate.” In June 2018, SEKISUI
CHEMICAL acquired SBT initiative certification and the
company as well as its supply chain are promoting activities
toward a major reduction of greenhouse gas (GHG) emis-
sions by the 2030 fiscal year.

The SEKISUI Environment Sustainability Vision 2030

uilize Natural Capjt,,
three activities area

Expand & create
Envitonment.Gonfriputing Prodv”™®

Earth with A talented group with

maintained Contribute to return of excellent environmental
biodiversity Natural Capital activity promotional skills
(SEKISUI CHEMICAL Group)

2030 Target

e Secure a rate of return on natural capital: 100% or more
¢ Reduce greenhouse gas emission: 26% or more (vs. FY2013)

* Formulated in 2013 and published in 2014.
Adopt with the Natural Capital Protocol approach.
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SEKISUI CHEMICAL Group places the utmost impor-
tance on efforts aimed at analyzing those risks and oppor-
tunities that a company is likely to encounter over the long
term, together with the need to consider and implement
countermeasures and strategies that address a wide range
of issues, on the understanding that both are essential to
increasing corporate and global sustainability. With this in
mind, we expressed our support for the recommendations
of the Task Force on Climate-related Financial Disclosures
(TCFD) regarding the analysis and disclosure of information
relating to the impact of climate change on corporations’

.

Medium-term
Management Plan

SHIFT 2019 -Fusion-

o Make it compatible quantitative
growth and qualitative transition

e Sustainable growth with social responsibility

Sustainable

Establish sustainable business base from E/S/G viewpoint

Human resources

Empowerment of diverse employees who support the business

Innovation
Create new products and new businesses with prominent
technologies and quality

Frontier

Develop new fields, new area and new applications

Transformation

Promote transformation (strengthening earnings power) and
establish strong business

()
H)
0
F
T

3 actions
Accelerate “3 actions”
with “Fusion”

e Technology Fusion

¢ Opportunity Fusion

¢ Resources Fusion

financial affairs in January 2019. By supporting the stance
on information disclosure sought by the TCFD recommen-
dations and promoting the disclosure of related informa-
tion, SEKISUI CHEMICAL Group is building a sustainable
management foundation that includes relationships of trust
with its stakeholders while at the same time engaging in
increasingly sophisticated activities that facilitate its evolu-
tion toward a resilient company.

Identifying “SHIFT to the ‘Next Stage’—With ESG con-
cerns driving our management, we will take the next leap for-
ward” as our policy from FY2019, we will steadily implement

i

Organizational Change geared toward
“With ESG concerns driving our management, we will take the next leap forward”

FY2018

Business Strategy Department

Basic Strategy Corporate Development Group

Corporate Planning Group

Strengthen the
business base

Investor Relation Group

Public Relation Group

Overseas Management Group

forward-looking investment and constant structural reforms
while at the same time working to strengthen our business
base with a long-term vision.

SEKISUI CHEMICAL Group also acknowledges the crit-
ical need properly grasp issues and promote solutions from
each of the environmental, social, and governance (ESG
perspectives in order to practice sustainable corporate
management. To this end, we are upgrading and expanding
our activities while accelerating the pace of implementation.
As one initiative, SEKISUI CHEMICAL Group launched the
ESG Management Department.

=

FY2019

Business Strategy Department

Corporate Development Group

Corporate Planning Group

Investor Relation Group

Overseas Management Group

CSR Management Office

Environmental Management Group

Public Relations Department

ESG Management Department

SEKISUI CHEMICAL Group launched the ESG Management Department
in an effort to further accelerate the pace of activities that focus on “the
environment” and are aligned to the Group’s mainstay operations.
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Sekisui Environment Sustainability Vision 2030

ilize Natural Capijt,,

Contributing to the SDGs through Business Activities
Overview of Environmental Initiatives

o
SEKISUI CHEMICAL Group is aware that its business activ- 7/ w
ities depend on resources (natural capital). Each and every / w
executive and employee is working to develop into talented 2. Conse ot cnrnent
personnel with excellent environmental activity promotional Utilizing the strengths of the Group to alleviate the impact of the corporate Eal_'“: V_vi":i A talented group with
K . ] . i P maintaine Contribute to return of excellent environmental
skills and will engage in environmental management based sector, customers and society on the external environment biodiversity NeturalCapita activity promotional skills

on contributions in three areas (“Expand and create mar- (BEKISUI CHEMICAL Group)

kets for Environment-Contributing Products”, “Reduce
environmental impact”, and “Conserve the natural envi- Reducing the burden on society
ronment”) to “give back more to the Earth than is taken”
by 2030. With a view toward the return of natural capital,
energies will continue to be directed toward creating prom-

Initiatives aimed at realizing the Sekisui Environment Sustainability Visions 2030

‘ Sekisui Environment Sustainability Vision 2030
Integrated Index

’ Contributing to society by providing added value

Initiatives that reduce natural capital load 100 92.8 Initiatives that help expand contributions to

Conservation of the i
natural environment: natural capltal

Impact reduction: 04‘8
11

* Reduce environmental impact

¢ Expand and create markets for

inent value as a part of efforts to realize a planet where Both upstream and downstream operations along Environment-Contributing Products
[T [T the supply chain accounted for approximately 80% .
biodiversity is preserved. PRl chat i pproximaiely 557 * Conserve the natural environment
SEKISUI CHEMICAL Group recognizes that global .
; ! P 9 9 ) Production: Almost all attributable to
warming and other forms of climate change are a global Rather than look to manage and control through in-house 211 Environment-Contributing Products
. . activities alone, efforts to reduce environmental impactand | __
problem for society. We also strive to understand the load must incorporate the support of raw material produc- fc(mmnzuo?
. e . d li rom products:
risks and Qpportunltles that climate Change pregents to 15 and Supplers Upstream operations 90.9 Further expanding Environment-Contributing Product sales
the operations of SEKISUI CHEMICAL Group, in terms ¢ . and creating value
54.0

of their magnitude, scope of impact and other matters. —
<Reduce Greenhouse Gas Emissions>

For identified risks, SEKISUI CHEMICAL Group examines 1. Expanding the energy saving investment incentives

measures to mitigate the risks, and for identified oppor- program: SEKISUI CHEMICAL Group has estabiished a Use of Return of Diversifying contributions aspects and

. . . . ; new Environment-contributing (energy saving) invest- i i creating new products and services
tunities, it considers the creation of new businesses by ment framework in order togqutherggromoteg?n—house neturs) coplla nelura] capital grene

developing products and services. Through this kind of reduction activities, capital investment that contributes Return ratio on the use of natural capital: 92.8%

. o . . toi d savings, and investments in growth
management, we believe it is possible to remain a com- e the currnt Mediur o Manegemeat Pl |

pany that meets the demands of society through sustain- 2 $ecei¥ec:s;Te)nilﬁ_ctgﬁtgn Eom tzh(()ew?ciTencke tBasetd <Reduce Waste>
i argets nitiative (June : Took steps to . ) i . .
able business development. disclose 1o society details of the Group's GHG recuction | | Vitally important to reduce the burden of waste across all facets of business including downstream
For details on environmental initiatives, please see CSR Report 2019. targets; working to reduce the impact of GHG emissions operations along the supply chain
L. ) . by grasping issues pertaining to upstream and down- . " X . . X X
https://www.sekisuichemical.com/csr/report/index.html stream operations along the supply chain and engaging Working to transition to a future social system that contributes to a resource recycling society (circular economy)
in proper process management > P. 30 through such outstanding environment-contributing technologies as biorefinery that converts garbage into ethanol

Reducing the risk imposed on companies by the external environment
(increasing the level of preparedness)

Announcing Its Support for the Recommendations of the TCFD (January 2019) » P.32
SEKISUI CHEMICAL Group is committed to increasing both its own and global sustainability by analyzing the risks and opportunities attributable to climate
change, one aspect of the external environment, over the long term, while considering and implementing countermeasures and strategies to address appropriate issues.

7
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Contributing to the SDGs through Business Activities

Initiatives Expand and create markets for Environment-Contributing Products

Since its foundation, SEKISUI CHEMICAL Group has continued to
adopt a bold approach when confronting social issues. In working
to put forward a wide range of solutions, the Group has consistently
provided products that help improve people’s lives around the world
while also contributing to the global environment. Recognizing
the universal need to address the global-scale issues advocated
under the sustainable development goals (SDGs) adopted by

7 i zzziiiiiiiiziziziiiziiiiiiiiiiizzidiziiiiiiidiizzqzdzizzizidiiiiziidididzd

Involvement History

the United Nations, we are convinced that its growth and devel-
opment is best served by helping to realize a sustainable society
through its business activities. In its Group Vision statement, we
have declared that it will contribute, through its primary business
activities, to “improving the global environment” and “improving the
lives of people around the globe”—that is, the resolution of issues
called for in the SDGs. Hitherto, we designated products with a

high degree of contribution to issue resolution as Environment-
Contributing Products, and strove to create and expand markets
where we should increase contributions to “improving the Earth’s
environment.” Since fiscal 2017, we have looked back on changes
to business content and the social environment, and have declared
the creation and expansion of products that heighten contributions
to “improving life for everyone around the world.”

SEKISUI

—

2006: System of Certifying Products that
Contribute to the Environment

2010: Start of Check by an External advisory Board

Shift in the Framework

Definition

 Products and business that demonstrably as-
sist our customers and society to reduce their
environmental impact.

 Environment-Contributing Products refer to
products that achieve a certain level of envi-

Standards Contributions in terms of the 3Rs More types of contribution brought into considerations: Creation of standards
CHEMICAL for Certifying G Py reven’tion } Energy generation, conservation of biodiversity, disaster (list of reasons for registration)
Products 9y 9, P P prevention and mitigation, area contributions, etc. covering the social environment
2006 — 2008 --------------- 2009 — 2013 ------------------o---- 2014 — 2016
2015:

g Adoption of the UN Sustainable Development Goals (SDGs) Bolstering the Triple Bottom Line
(=]
= Econom 2012: 2016: of the natural environment,
é Y Declaration on Natural Capital Natural Capital Protocols the social environment,
= 2003: 2010: 2016: and the economy

Kyoto Protocols enter into force

Establishment of Aichi Targets

Paris Agreement enters into force

ronmental impact reduction in comparison to
previous products and systems.

e Ensure transparency with respect to in-house
standards and registration through oversight
meetings conducted by outside experts

Environment-Contributing Products—Expanded Definition

Group Vision

6 Al 2
(] (e\e)

Corporate
Philosophy

[~ Contributions to improving the global environment

[~ Contributions to improving the lives of the people of the world |

¢ | Extend
healthy life

' Group Vision ‘

* Diagnostics business
« Elderly business
 Comfortable Air System

o Well i If-suffici i it -
ell nursing/self-sufficiency support equipmen Expanded Definition:

Management Strategy P | Build and

& promote resilient
infrastructure

* New infrastructure construction in
emerging nations (Vietnam)

o Infrastructural renovation products series,
InfraGuard

Social Environment-
Contributing Products

* Wedge-shaped HUD interlayer film
o Disaster-proofed housing for the elderly,
Harvestment

| SDGs (Sustainable Development Goals) } B 3 :
- | Make lifestyles
Put forward by the UN in 2015, 17 goals ‘& sgfer and more
that must be fulfilled to create a sustainable society. L disaster resilient
/ Expand definition of Environment-Contributing Products, from a Group Vision and SDGs perspective.

FY2007

Environment-Contributing Products Sales

(Billions of yen) (%)
Previous: 800 e 80
Natural Environment- 1 Sales of products that contribute to the social environment (left)
Contributing Products I Sales of products that contribute to the natural environment (left) Fa
< Environment-Contributing Products Sales to Total Sales (right) :_60%

FY2019
Target

FY2009 Fy2011 FY2013 FY2015 FY2017
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Contributing to the SDGs through Business Activities
Environment-Contributing Products spread throughout the group

ACTION ACTION

SEKISUI CHEMICAL Group has been promoting active 13 cure Housing Equipped with 13 Film-type Lithium-ion Battery

involvement in international organizations and interna-
tional rules, including the declaring of our support for the
UN Global Compact in 2009. At this point, we would like
to showcase the products and services that the Group
contributes through its business operations under the |
Sustainable Development Goals (SDGs) agenda compiled | [fiE
by the United Nations.

Solar Power Generation Systems | Enables larger capacity by being of the film type, promotes effective utiliza-
) . . . ) ' tion of re-energy, contributes to climate change mitigation

Housing made possible by creating, saving, and storing energy by means of !

solar power generation, storage batteries, and HEMS. Reduces CO2 emis- @
sions in residential areas and contributes to climate change mitigation

pevetomment GLIALS o““' Co,,

17 GOALS TO TRANSFORM OUR WORLD

150 BB 3 com, § 4 m, aa:::r s §
it & —Mf
e [ . T 12W
%
i | & naéa
' - Network Japan
®

19 rwose EsloHYPER Series Polyethylene Pipes

o

(1
&

DECENTWORKAND

(r"
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11 Sismmstcores CROSS-WAVE : 11 SLsmneores Eco-friendly, Sustainable
CONSUMPTION . . - AND COMMUNITIES . . . i ANDCOMMUNITIES .
AOTRITELS A water supply pipe that does not leak water, because the pipes and fittings CROSS-WAVE is an underground rainwater storage system material that TOW“ and Commumty Deve|0pment

are joined by electrofusion. Contributes to resource recycling by preventing facilities the reuse and management of rainwater outflows. Introduced by ! The SEKISUI Safe & Sound Proiect is a Town and Community Development
< N , water leakage and improving resource (water) utilization efficiency 3 A é_ the Japanese government (Ministry of Economy, Trade and Industry) as a 3 A é_ unzertaking th:t cho n?;assesoelae; ixso faho(fjses?orsa% colrjn rr?é rCiea Ief ;cpilitiis

| n E climate change application example 10 at the COP23 Japan Pavilion. | n E and an apartment complex in Asaka City, Saitama PryefectureA This projec{

brings together the Group’s collective strengths in products, technologies, and
know-how to create a secure and safe, eco-friendly, and sustainable town.

B CLEANWATER i CLEANWATER
ANDSANITATION ' ANDSANITATION

L

17 PARTHERSHIPS
FORTHEGOALS
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Environment-Contributing Products

Automotive Sound Insulation/
Solar Control Interlayer Film

Reduces CO2 when vehicle is in motion and contributes to climate
change mitigation by means of improved air conditioning efficiency and
thinner glass

Housing in Thailand B 13
ACTION

1 CLIMATE

ACTION ) ) : )
AL Durable, energy-saving housing manufactured and sold in Thailand.

Contributes to reduced CO2 emissions and climate change mitigation
in Thailand

) HowTewounon FFU Synthetic Wood

L HL Synthetic wood with high durability. Used for railway sleepers and enhanc-
ing safety of mobility travel

GOODHEALTH

Diagnostic Reagents for
Patients Suffering from Viral Diseases

Diagnostic reagents to diagnose whether someone is infected with a virus.
Lead to early detection of illness and extend healthy lifespans

o] Sewage (Spirally) Pipe Renewal (SPR)
Method

Rehabilitates and strengthens ageing sewage pipes in a short period of time
by a non-excavation method

AND WELL-BEING

)

1 ]
POVERTY

it

6 i
1 e

alde

=

QO

13

L 2

sl Convert Garbage into Ethanol
Mﬂpl,','sﬂ,'m,, SEKISUI CHEMICAL has developed a technology that gasifies combustible

m waste accumulated at waste disposal facilities without any sorting, and

converts this gas into ethanol using a microbial catalyst. By facilitating

12 RESPONSIBLE

the processing of waste without emitting greenhouse gas or other harmful
emissions and the use of oil resources, this technology is expected to con-
tribute to the creation of the ultimate resource recycling system.

1 PARTHERSHIPS
FORTHEGOALS

&
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Efforts to Reduce Environmental Impact

Promotion by Receiving SBT Initiative Certification

SEKISUI CHEMICAL Group conducts its business using
natural assets (natural capital), such as fossil fuels and
wood. To balance the irreplaceable global environment
and sustainable business as well as to reduce environ-
mental impact, we are working to reduce greenhouse
gas (GHG) emissions from the procurement of raw mate-
rials through each stage of development, production,

transportation and use.

With regard to efforts to resolve climate change issues,
we applied for certification under the Science-based
Targets (SBT) Initiative, to demonstrate that our medium-
to long-term goals for GHG emission reductions for the
entire business and supply chain are scientifically based,
ambitious targets under an international framework. The

Science-Based Targets (SBT)

Reducing Emissions throughout the Supply Chain

Group thus became the first in the chemical industry world-
wide to receive this certification.

In the years to come, we will continue to recognize our
responsibility as an industry prime mover while dedicating
ourselves to the activities and initiatives that will spearhead
the society-wide efforts to combat climate change.

H Scope3-(2) ‘

.

_ GHG Emission Reduction Target ‘ Scope3-(1) ‘ ‘ Scopel+2
Scopel+2 Reduce 26% in FY2030 (relative to FY2013)
Reduce 27% in FY2030 (relative to FY2016)
Scope3 ) : ) Procure- Production
) Purchased raw materials | Reduce 20% in FY2030 (relative to FY2016) ment
(Supply chain)
Use of sold products Reduce 50% in FY2030 (relative to FY2016)

* SBT: SBT (short for Science-Based Targets). Called for by joint

\ SOIENCE initiatives, including the UN Global Compact, in response to the
| B ASED adoption of the Paris Agreement. Through the SBT Initiative,
greenhouse gas reduction targets established by companies are
" TARGETS  certified as science-based targets (SBT) that contribute to long- Reduction in greenhouse-gas emissions

term measures combating climate change.

S

Specific initiatives to achieve GHG emission reduction targets

Development of Environment- Promotion of Environment-
Contributing Products Contributing Products

Products
Use

Scopet Direct emissions and fuel used in. To reduce GHG emissions, initiatives on energy consumption reform and energy procurement reform will be implemented, in addition to promot-
production processes, etc. by business | ing energy saving investment program.
Indirect emissions from ° anironmental Contribution Investment Framework: Set as strategic investment in the current Medium-term Plan to promote capital
energy resources, investment that contributes to energy conservation
Scope2 electricity purchased in ¢ Energy consumption reform: Production innovation, reducing GHG by reducing energy consumption
production processes, etc. e Energy procurement reform: Reducing GHG by changing energy procurement, energy creation, and energy use
Other indirect emissions (1) In the procyred raw m.aterials, along with rgconsidering selection critgrig for selecting new materials, activities will be promoted involving
Scope3 | supply chain production,’transpon, supply chain fqr @atenals procured in bulk in order to redgce GH(.i emissions by 20% by FY20:.30 compared to .FY 201 6: . .
customer use of product, disposal, etc. 2)In term§ of emissions at the stage of product usage, we wﬂ[ contn_bute to energy usage .reductlons from occupleq housing by increasing the
proportion of net-zero energy houses (ZEH) among the housing units that we sell, achieving 50% reductions, relative to FY 2016, by FY 2030.
i

A s
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Initiatives toward Realizing Resource Recycling-based Society (Circular Economy)
@ttt

Biorefinery (BR), the World’s First Technology to Convert Garbage into Ethanol
The Ultimate System for a Resource-recycling Society

Garbage (=Resource) Gasification Gas Purification Gas-Ethanol Reaction Products

Using burnable waste in Existing technology
its current state Microorganisms Ethanol

Convert miscellaneous garbage Removal and refining of Production technology that
into single raw material gas contaminants can be adjusted to
withstand large fluctuations

Byjutilizingjthe]power; @ﬂ&ﬁﬂ?@ Petrochemical products
ethanol[regardlessfofitheltypeloffgarbage] (plastic, etc.)

The Ultimate Environment-Friendly Technology
for Resource-recycling Society
“Biorefinery”—Converting Garbage into Ethanol

As the ultimate in environment-friendly technologies for a
resource recycling society, the Company has established inno-
vative production technology for a b|oref|nery, a technology
that converts garbage into eth- 3|

anol, and is accelerating com-

mercialization as the first step in

changing social systems. <>

In fiscal 2019, we will start construc- ’

tion of a practical-use plant that will
be one tenth of the final expected

scale (photo shows the 1/1000th
scale pilot plant)

Realization of resource circulation loop i g 1od

Response to Marine Pollution Problems
Caused by Microplastics
Social Responsibility with Regard to Waste

Garbage disposal facility § Ethanolization facility e

\ ! N
" 4 l w0
0 ‘!
a5t .
.:a-"’;,/'

Garbage disposal facilities nationwide “);’ 1

Approx. 1,200 locations s
Q;’of) v

o .

e g5 o

P U0, i
Construction of a gasifier
at the time of renewal of

-1 an existing garbage disposal facility

SEKISUI CHEMICAL Group confirms that waste discharged
from its production processes is handled properly by
exchanging manifests with waste contractors. Marine pol-
lution caused by microplastics has recently become a prob-
lem, but the Group does not manufacture and sell primary
microplastics for applications on the assumption that they
will undergo an extraction process. However, should a sold
product be used in society, or not be properly disposed of
after use, the possibility that the product will undergo a min-
iaturization process cannot be denied. To carry out appro-
priate waste disposal, we are collaborating with industry,
government, and academia, and considering options as we
aim for an early solution to this problem.

A T
A s DD
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To Become a Resilient Company
Statement of Support for TCFD and Response to Climate Change Issues

SEKISUI CHEMICAL Group recognizes that, among environmental issues, climate change is a high priority that must be addressed and represents an important external
environmental factor affecting management. The Group thus declared its support for the recommendations of the TCFD* (disclosure of the impact of climate change on
corporations’ financial affairs) in January 2019, and its related initiatives are gaining momentum.

* TCFD: The Task Force on Climate-related Financial Disclosures was established in // iy,

2015 by the Financial Stability Board (FSB), which is an international organization that
seeks to stabilize the financial system. The TCFD recommends analyzing the impact
of climate change on a company’s finances and information disclosure with regard to
response strategies.

Four assumed society scenarios

Scenarios involving various policies to control climate change
PN

(A) Decarbonized smart society (B) Continuous circulation society

Having discussed the risks that the external environment
poses to management and its sustainability, the Board of
Directors examine how to adapt to the impact (risk) of cli-
mate change on the Company and whether to increase the
sustainability of our business. Specifically, the transition and
physical risks were identified for five fields (housing, infra-
structure, automobiles and transportation, medical, energy),
based on 2°C and 4°C climate change scenarios, their
impact analyzed, and consideration given to the risks and
opportunities for our business.

After due consideration, in July 2019 we disclosed the
Group’s response to climate change issues under the four

Water, waste, and etc. .

circulation systems
Mainstream 4
electric Vehicles

items recommended by the TCFD: Governance Systems
Related to Climate Change, Strategy, Risk Management as
well as Indices and Targets.

In the years to come, we will continue with TCFD-based
disclosure while working to remain a highly sustainable com-
pany that can contribute to a more sustainable Earth and
achieve continuous growth regardless of whatever scenario
presents itself.

Elevated public @ I

transportation B

=
Drone transport

Please download and refer to more details on “Information Disclosure based upon on
the TCFD Statement of Support” from our CSR website.
https://www.sekisuichemical.com/csr/assets/images/csr_tcfd_e.pdf

Sea level rise [
- embankments

Tl

=1 i Internal combustion
vehicles dominate

v
Scenarios involving preparation for increased temperatures and frequent disasters due to climate change

A e
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External Evaluations in FY2018

CSR in general

¢ Earned RobecoSAM sustainability rating Bronze Class
e Earned selection to the FTSE4Good Index

e Earned selection to the FTSE Blossom Japan Index
e Earned selection to the MSCI ESG Leaders Index

e Earned selection to the MSCI Japan ESG Select Leaders Index
e Earned selection to the Ethibel PIONEER and Ethibel EXCELLENCE

Investment Registers

e Earned selection to the Dow Jones Sustainability Indices (DJSI) World

e Selected as one of the “2019 Global 100 Most Sustainable Corporations

in the World index”

e Earned selection to the S&P / JPX Carbon Efficient Index Composite

I i,

Environment

Earned selection to the 2018 “CDP Climate Change A-List”

CLIMATE
CHANCGE

NN

MEMBER OF

Dow Jones
Sustainability Indices

In Collaboration with RobecoSAM e

= Sustainability Award
(e A M | Bronze Class 2019

FTSE4Good

https://www.ftserussell.com/products/indices/FTSE4good

FTSE Blossom
Japan

https://www.ftserussell.com/ja/index/spotlight/ftse-blossom-japan-index

L AL L

! “SEKISUI CHEMICAL CO., LTD. has been reconfirmed for

inclusion in the Ethibel PIONEER and Ethibel EXCELLENCE
Investment Registers since 09/12/2016.

This selection by Forum ETHIBEL (www.forumethibel.org)
oy indicates that the company can be qualified as a sector leader
SRS in terms of Corporate Social Responsibility (CSR).”

e GLOBALI0O

https://www.corporateknights.com/reports/global-100/

2019 Constituent
MSCI ESG
Leaders Indexes

MSCI &

THE INCLUSION OF SEKISUI CHEMICAL CO., LTD. IN ANY MSCI INDEX, AND
THE USE OF MSCI LOGOS, TRADEMARKS, SERVICE MARKS OR INDEX
NAMES HEREIN,

DO NOT CONSTITUTE A SPONSORSHIP, ENDORSEMENT OR PROMOTION
OF SEKISUI CHEMICAL CO., LTD. BY MSCI OR ANY OF ITS AFFILIATES.

THE MSCI INDEXES ARE THE EXCLUSIVE PROPERTY OF MSCI.

MSCI AND THE MSCI INDEX NAMES AND LOGOS ARE TRADEMARKS OR
SERVICE MARKS OF MSCI OR ITS AFFILIATES.

2019 Constituent
MSCI ¥+ /X /ESG
LI b - U5 —-X1H¥

MSCI

.
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High Performance Plastics (HPP) Company

High Performance
el “Fusion for New Values”

Cﬂmpaﬂv -with “Resolution & Challenge” and Revolution-

(1) Growth Engine
Business Overview (2) Competitiveness Enhancement
The High Performance Plastics (HPP) Com- (3) Global Management

pany’s strengths are its original fine particle,
adhesion, precise molding, and other tech-
nologies upon which it develops a wide range
of businesses centered on providing materi-
als for advanced technology fields. The HPP
Company focuses on business development
driven by high-value-added products and
commands top global market shares for prod-
ucts ranging from conductive fine particles
and liquid crystal sealants to interlayer films
for automotive laminated glass and polyolefin
foam for automobile interiors. The HPP Com-
pany is the primary operating income gen-
erator for SEKISUI CHEMICAL Group and is
introducing competitive products into global
markets with the aim of achieving earnings
growth that outpaces the global economic
growth rate.

During the final fiscal year of the medium-
term management plan, the HPP Company will
fortify its current core products, develop new
products, augment its operations through M&A
and other measures in its three strategic fields
of Electronics, Automobiles and Transporta-
tion, and Building and Infrastructure.

Ikusuke Shimizu

President of High Performance
Plastics Company

Apr. 2018 Stock Acquisition of Veredus Laboratories Pte. Ltd., a testing Company in Singapore
Apr. 2018 New Chinese Research Center for Interlayer Films for Laminated Glass in Shanghai [Ell
July 2018 Decision Made on Expansion of Thermal Interface Materials Business in Europe [E1

Aug. 2018 Photovoltaic System for Generating Power for Internal Consumption Installed at a US Plant that
Manufactures Interlayer Films for Laminated Glass

Sept. 2018 Decision Made on Regenerative Medicine Venture and Business Cooperation with Cyfuse Biomedical K.K.

* Life Science business transferred cohtrol to the
Company’s headquarters as the Medical Business
since FY2019.

Oct. 2018 Establishment of Electronics Materials Technology Service Center in Shanghai

June 2019 Purchase of AIM Aerospace Group, a US-based Manufacturer of carbon fiber reinforced plastics (CFRP)
Products for Aircraft
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High Performance Plastics (HPP) Company

Fiscal 2018 Performance

Sudden deterioration in smartphone and
automobile market conditions along with
higher raw material costs leads to lower
profits for the first time in seven years

During fiscal 2018, the High Performance Plastics (HPP) Company
secured higher net sales, primarily with the help of higher sales
volumes in its four strategic fields. Meanwhile, the Electronics
field saw contraction in smartphone demand starting in the third
quarter, while the Automobiles and Transportation field saw wors-
ening automobile market conditions in Europe and China. Along
with these developments, the impact of higher raw material costs
meant that the Company was unable to cover increases in fixed
costs coinciding with strategic investments and experienced a
decline in operating profit for the first time in seven years.

Net sales for the fiscal year under review increased across all four
strategic fields climbing ¥25.8 bilion compared with the previous fiscal
year, to ¥412 bilion. On an actual basis after excluding the impacts of

WWWWWWWWWWWWWWWW

Analysis of Operating Income for FY2018 (year-on-year)

.

(Billions of yen) 6.1

57.8

Consolidated-
basis Change

-

Sales
Quantity &
Cpmposition

Foreign
Exchange

mergers and acquisitions that led to the new inclusion of companies
in SEKISUI CHEMICAL's scope of consolidation, net sales expanded
¥7.6 bilion. Operating income in the HPP Company came to ¥54.5
billion, a decline of ¥3.3 bilion compared with the previous fiscal year,
which led to lower profits for the first time in seven years. As a result,
the operating margin also dropped 1.8 points to 13.2%.

Looking at the Company’s activities across each of its four
strategic fields for the period under review, the Automobiles and
Transportation field saw market conditions worsen, including
prolonged problems related to exhaust emissions regulations in
Europe and lower automobile sales coinciding with the economic
downturn in China. Despite this, increased sales on the relatively
healthy US market helped the Company achieve higher sales vol-
ume overall. Moreover, high-performance interlayer films, such as
those used in head-up displays, continued to see demand growth.

Despite the impact of worsening smartphone market con-
ditions, the Electronics field saw higher sales as a result of the
steady expansion of non-liquid fields, such as component pack-
aging and semiconductors. In the Building and Infrastructure
field, although the Company’s fire-resistant materials, one of its
mainstay products, saw healthy sales, this field was also affected
by more intense CPVC price competition, particularly in regions
such as the Middle East and India.

Selling

Price Raw Cost |
Materials ~ Reduction: Fixed
and etc. | Costs

FY2017

N\

FY2018

LLLLLLLLLLLLLYY,

Steady emergence of the effects of
strategic investments targeted at
expanding high-performance products

Under the Medium-term Management Plan “SHIFT 2019 -Fusion-,”
which aims to pivot the Company toward growth, the HPP
Company is advancing growth strategies centered on focusing
its energies on non-liquid fields in the Electronics field, expand-
ing sales of high-performance interlayer films in the Automobiles
and Transportation field, and enhancing thermal insulation and
non-combustible materials in the Building and Infrastructure field.
During 2018, the effect of investments made into expanding pro-
duction capacity for high-performance interlayer fims in Mexico
at the end of the previous fiscal year contributed, and the Second
Polyolefin Foam Plant in Thailand went into operations. In addi-
tion, the effects of strategic investments are steadily beginning
to yield positive results, including advancing synergy between
Polymatech Japan Co., Ltd. (current Sekisui Polymatech Co.,
Ltd.), acquired in fiscal 2017, and SoflanWiz Co., Ltd. (current
Sekisui SoflanWiz Co., Ltd.).

Growing electrification of instrument panels for use in automobiles

SEKISUI

SEKISUI CHEMICAL Integrated Report 2019 3§



7

-

N\

Introduction

Message from the President & CEO Sustainability

Performance Foundation

Reports from Divisi Ci

Corporate Governance Data

Capital that Serves as a Source of Value Creation

High Performance Plastics (HPP) Company

Fiscal 2019 Forecasts

Aiming for profit growth for the first time in
two years driven by focusing energies on
non-liquid fields and expanding high-perfor
mance interlayer films

In its fiscal 2019 plan, the HPP Company expects the harsh
business environment in the Electronics and Automobiles and
Transportation fields to continue for the foreseeable future.
Despite this, the Company projects higher profits based on a
positive outlook for strategic investment effects, including focus-
ing energies on expanding sales in non-liquid fields as part of the
Electronics field and expanding sales of high-performance inter-
layer films in the Automobiles and Transportation field, primarily
on the European market where a new production line will go into
operations during the second half of the year.

Although the Medical Business will be placed under the juris-
diction of the Headquarters during the period under review, net
sales during fiscal 2019 are projected to reach ¥351 billion, a
¥9.7 billion increase compared with the ¥341.3 billion recorded

during fiscal 2018, after excluding the influence of this transfer.
Operating income was calculated in the same manner, and is
projected to increase to ¥50 billion from the ¥44.9 billion recorded
during fiscal 2018.

Continuing to focus energies on non-liquid
fields as part of the Electronics field

The fiscal 2019 plan for the three strategic fields assumes that the
slowdown in the smartphone market as part of the Electronics field,
which started during the third quarter of the previous fiscal year,
will continue throughout fiscal 2019. Under these circumstances,
emphasis will be placed on shifting to non-liquid fields and acceler-
ating the pace of efforts aimed at strengthening the portfolio while at
the same time increasing the Company’s market share in mainstay
products and expanding its new customer base.

The non-liquid related products on which the HPP Company
will focus its energies include those for which new applications are
foreseen, such as Heat-resistant Selfa™, used during the semicon-
ductor production process, and elastic adhesives, used for joining
parts and materials. Moreover, the Company aims to go beyond
simply replacing existing items to uncover new demand, thereby
achieving growth that is not affected by fluctuations in the market.

I o iy

Analysis of Operating Income for FY2019 (year-on-year)

(Billions of yen) 7.0

44.9" -0.1

Consolidated- Foreign | Sales

basis Change Exchange Quantity &
Composition

1.5

.
0.9 -3.2 /
50.0 %

Cost !
Raw Reduction:
Materials and efc. |

Fixed
Costs

FY2018 : Marginal Profit +9.2 :
*1 Excluding 9.6 billion yen, which is the profit of the medical business ' '

*2 Life Science field transferred to the corporate direct control as a medical !
business from FY2019.

P %

As a result of these moves, the Company increased net sales
for non-liquid products in the Electronics field to 43% during fiscal
2018 and aims to increase these further in the future.

Aiming for growth that outpaces global auto-
mobile production with a focus on expanding
adoption of high-performance interlayer

films in the Automobiles and Transportation field

Despite the continuation of severe market conditions, in the
Automobiles and Transportation field, the HPP Company is tar-
geting higher sales with the help of the new interlayer film produc-
tion line in Mexico, which has been operating steadily since the
previous fiscal year, and a new high-performance interlayer film
production line in Europe, which is scheduled to begin full-scale
operations during the third quarter of the fiscal year under review.

High-performance interlayer films with solar control and
sound insulation capabilities help improve the level of comfort
inside automobiles and reduce automobile weights, which has
led to their use in a wider range of automobile parts besides wind-
shields, including side and roof panels. Moreover, the wedge-
shaped films used in head-up displays can help improve safety,
so their use is also gradually expanding from luxury vehicles to
mass-market automobiles. In addition, the Company is aiming to
launch products that address the increased use of electronics in
automobiles, such as thermal interface materials used in electric
vehicles. In this way, the Company is aiming to achieve growth
that outpaces global automobile production in the Automobiles
and Transportation field during the fiscal year under review.

In the Building and Infrastructure field, the Company expects
to see a continuation of severe CPVC market conditions as a
result of intensifying price competition. Despite this, the Company
is aiming to expand sales on the high-value-added US market
and is focusing its energies on expanding sales of non-combus-
tible polyurethane and other fire-resistant materials.

SEKISUI
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High Performance Plastics (HPP) Company

Contributing to the SDGs through Operations
High Performance Plastics (HPP) Company

Improving safety, peace-of-mind,

i
HithiY 9 v il 12 oo [ 13

6

and comfort while reducing environmental impact

Environmental and social
issue related needs

Reduce
environmental
impact

Improved safety

Disaster prevention
and mitigation

Safe water supply

Enhanced IT
infrastructure
(high-capacity

communications)

I

[I’he HPP Company’s Primar

Core Technologies

Infrastructure
industrial material

Precision/
complicated molding

Conductive/
insulating material

uuuuuuu
ACTION

L

Examples of solutions and Environment-Contributing Products born from core technologies

[ Interlayer films for automotive laminated glass ]

Along with improving the
basic functionalities of
safety and visibility, add-
ing solar control func-
tions to these films helps
reduce air conditioning
loads and improve fuel
efficiency.

[ CROSS-WAVE rainwater storage system ]

This high void ratio system
controls the amount of rain-
water that flows into sew-
age systems, etc., during
heavy rains and enables the
reuse of rainwater. The load
resistant design allows for
use as a parking lot during
normal times.

[Fi-BIock fire-resistant thermal expansion material]

In the event of a fire, Fi-Block expands to form a thermal
insulation layer that blocks flames and prevents the spread
of fire.

[ Thermal interface grease

With its high heat releas-
ing rate, this grease pro-
tects 5G base stations for
high-speed, high-capac-
ity communications from
heat and contributes to
the greater sophistication
of IT infrastructure.

M
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High Performance Plastics (HPP) Company

Main Products

13 e 13 e
Conductive fine particles Component packaging materials  Double-sided LCD fixed placement Moldings for automobile bumpers Foaming material for automotive Rainwater storage system
for semiconductors tape used in smartphones and tablets interiors
—

Interlayer film for automotive lami- Chlorinated polyvinyl chloride Thermal expansion fire-resistant Non-combustible polyurethane Products for industrial application
nated glass interlayer films for head-up display  (CPVC) resin compound materials (tape)
(HUD) system use

Performance (Billions of yen) (Bilions of yen) (Bilions of yer) FY14 FY15 FY16 FY17
Highlights ok 2 1ﬁt7r% 120
L O

Assets 357.7 382.4 388.2 447.5

EBITDA 64.5 73.2 74.0 77.9

Depreciation and Amortization 16.6 18.1 1r.7 18.0

Capital Expenditures 17.9 23.5 20.7 25.7

R&D Expenditures 15.9 16.7 18.0 18.9

FYi5 Fr16 FYi7 FY1l9  FY19
(Plan) - (Medium-term Plan) Number of Employees 7,051 7,453 7,269 9,735

Net Sales (lefty M Operating Income (right) ~ =ll= Operating Income Ratio

Consolidated Subsidiar
B Medical Business Part (Oversoas Companies) 60(47) 62(48) 57(46) 67(55)
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High Performance Plastics (HPP) Company

HPP Company and Market Data

Electronics

(Billions of yen)

New Product Sales

(Billions of yen)

FY19 FY19
(Plan) (Medium-term Plan)

FY16 FY17 FY18
I Part accounted for by M&A

Market Data

World Motor Vehicle Production Volume

(Thousands of Cars)

B | 120,000
Lo sarre  9o7e 9T iR 95635
A F e | 80000 - - B R B
244
el Pl |- 40000 SO NS BN B B
P : 0
FY16 Fy17 FY18 FY19 FY19 CY14 CY15 CY16 Cy17 CY18

(Plan) (Medium-term Plan)

*Definition of new product: up to 5 years after being placed on the market

Source: OICA correspondents’ survey

Automobiles and Transportation

(Billions of yen)

Building and Infrastructure

(Billions of yen)

FY19 FY19
(Plan) (Medium-term Plan)

FY16 FY17 FY18
[ Part accounted for by M&A

Market Data

Global Smartphone Production Volume

(Millions of smartphones)

B0
70.3
60 113
s0 N BN BN i g
20 PoE o E
0 P :
FY16 FY17 FY18 FY19 FY19

B Part accountsd for by M8A (Plan) (Medium-term Plan)

CY14 CY15 CY16 CY17 CY18
(Forecast)

Source: “Annual of Electronic Equipments 2019,” Chunichisha Co., Ltd.
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Housing Company

President’s Policy

Turn the expected demand decline
_ _ environment after the tax-hike
Pttt Into an opportunity, accelerate

Construction Method, an advanced fac- -
tory-built approach that enables short con- t t f g th d
struction periods and delivers functions in Inves men or row an
accordance with design plans. The Company

was in particular an early mover in housing prOduce succeSSfUI reSUIts-
with solar-power generation systems, going

back to 1997 when it first scaled up such

initiatives, and its cumulative sales of such

residences exceeded 200,000 units as of the

end of Fiscal 2018. The Company achieved

another milestone in April 2012 with the

release of its Smart Heim models with stan-

dard features such as built-in storage batter-

ies and the Smart Heim Navi Home Energy

Management System (HEMS). Later, in April

2019, the Company put together a lineup that

caters to a broader spectrum of customers -—
by launching sales of its higher cost perfor-
mance Smart Power Station Urban.

In the Renovation business, it draws on the
features of its factory-built housing products
and its database of the housing stock it has
constructed to offer renovation proposals best
suited to the life stage of each homeowner.

In the Frontier (Domestic) business, we are
also developing our management of existing
home sales, leasing and management, and
other housing asset management operations
as well as the construction and operation of
housing with support services for senior citi-
zens. In-addition, the company is expanding its
new construction housing operation overseas.

Housing Company

Business Overview

%
q,,, » Toshiyuki Kamiyoshi

President of Housing Company

Apr. 2018 New-type “Smart Power Station FR” Launched |Ell

May 2018 Start of SEKISUI CHEMICAL Group’s Urban Development “SEKISUI Safe & Sound Project”

June 2018 Establishment of a Joint Venture in Thailand for Housing Estate Development Business

July 2018 Launch of a new type of “Parfait”

Oct. 2018 Development and Introduction of “New SCOPE,” SEKISUI HEIM’s Next-generation CAD System

Nov. 2018 Launched Parfait-bj Style —A proposal-type product targeting dual-income families raising children—
Nov. 2018 Launch of ZEH-compliant “Letoit AZ” Rental Apartment Buildings

Apr. 2019 Launch of “Smart Power Station Urban” [

7

Apr. 2019 Start of SEKISUI’s SMARTHEIM DENKI Power Trading Service
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Housing Company

Fiscal 2018 Performance

Reported a third consecutive fiscal year of
sales and profit growth. New housing orders
continued to increase as renovation orders
turned positive

In fiscal 2018, the Housing Company achieved sales and
profit growth for the third consecutive fiscal year. Looking
at the status of sales by specific business, results were
mixed. While the housing and frontier businesses, which
focus mainly on newly built houses, recorded an increase
in sales, sales declined slightly in the renovation business.
There was almost no growth in demand in the face of the
consumption tax rate hike scheduled for fiscal 2019. On
the earnings front, the housing business saw a decline in
profits as a result of increased costs stemming from soaring
material prices and from prior investments aimed at securing
orders in fiscal 2019. Meanwhile, earnings turned positive in
the renovation business, primarily due to reductions in fixed

Analysis of Operating Income for FY2018 (year-on-year)

(Billions of yen)

2.1 -1.8

37.9

Marginal

- Sales Profit

| Factors

[ 1

1| Sales: Of which, housing
i | +174 units materials: -0.4

Fixed | ' Marginal

1.5

| Fixed !
Factors Costs | | Profit Costs

costs centered on the increased efficiency of indirect func-
tions. As a result, net sales in the fiscal year under review
came to ¥506.7 billion, an increase of ¥8.9 billion compared
with the previous fiscal year. From a profit perspective, oper-
ating income totaled ¥39 billion, up ¥1.1 billion year on year.
Cost reduction activities have also progressed smoothly,
leading to a 0.1 point increase in the operating income ratio,
which now stands at 7.7%.

Expanded the product lineup catering to a
broader spectrum of customers, including
enhancing products targeted at volume zone
markets, and secured an increase in orders

Reflecting on the Housing Company’s performance by busi-
ness, the housing business enhanced the draw of products
targeted at a broader spectrum of customers, including

0.8 -0.7

-0.1 0.2 39.0
‘ Marginal Fied | Marginal Fixed |

| Profit Costs | profit Costs |

FY2017 | Housing: i 1] Renovation:
: -0.5 - +1.4

Frontier (Domestic): Frontier (Overseas): FY2018 /
; +0.1 Lo +0.1 i /

those targeted at volume zone markets. This move led to
an increase in both the number of units ordered and sold.

In addition, by adding to the number of model home
galleries, expanding the sales force, and taking other mea-
sures to enhance sales capability, the company strength-
ened its framework for securing new orders during the
fiscal year under review. Although the renovation business
reduced fixed costs through greater efficiency in indirect
functions, at the same time it also focused its energies on
expanding sales of storage batteries and other strategic
products. These moves led to a positive turn in orders. In
terms of the domestic and overseas frontier businesses,
real estate saw firm trends in its mainstay leasing business,
but experienced a delay in the launch of new businesses.
In addition, the Asaka Lead Town (Town and Community
Development Project) which has been positioned as one
of the pillars of new business within the Company, began
subdivision housing operations for some lots during the fis-
cal year under review.
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Housing Company

Fiscal 2019 Forecasts

Aiming for a fourth consecutive fiscal year
of sales and profit growth by continuing
long-term strategies and working to level
out construction

In fiscal 2019, the Housing Company aims for higher sales
and profit, in part by linking the previous fiscal year’s order
backlog in both the housing and renovation businesses to an
increase in sales. Net sales are projected to reach ¥522 bil-
lion and operating income to reach ¥40.5 billion for a fourth
consecutive fiscal year of sales and profit growth. At the
same time, the housing business will continue to advance
growth strategies, including undertaking measures that
connect to a greater market share in the future. Moreover,
the “leveling out” targeted in the current Medium-term Plan
will be expanded to focus more energy on leveling out
on-site construction in addition to leveling out production

WWWWWWWWWWWWWWWW

Analysis of Operating Income for FY2019 (year-on-year)

(Billions of yen)
3.7 -0.3 -2.9
Marginal

Profit
Factors

Fixed | | Marginal

1 Sales
1 Factors

| Sales:
© | +330 units

Fixed |
Costs ' ' Profit Costs

and transportation, which have been the focus thus far.
Ultimately, this will help level out sales. Turing to the outlook
for each business, the Company is targeting higher sales
in each of the housing, renovation, and frontier businesses.
From a profit perspective, despite the outlook for higher
fixed costs in the housing business coinciding with hiring
more personnel, additional housing sales are expected to
cover these costs. Meanwhile, higher sales are also being
targeted for the renovation and frontier businesses through
a higher marginal profit based on increased sales.

Aiming to expand new housing orders by
focusing energies on securing orders from
first-time buyers

The fiscal 2019 market for new housing is expected to see

Impact of companies newly included in the

| scope of consolidation:
Marginal Profit +0.5, Fixed Costs -0.5

0.1 0 40.5
: . Fixed | Marginal Fixed
: Marginal ' Marg |
| Prgfit Costs - Profi Costs |

Renovation:

FY2018 Housing: b
3 +0.6 Lo +0.4

Frontier (Domestic): Frontier (Overseas): FY2019
+0.4 P +0.1 © o (Plan)

N\

NN

demand fall 5% during the first half and 7% during the sec-
ond half year on year due to the impact around the time
of the consumption tax rate hike. However, demand for
housing among first-time buyers is expected to remain firm
and the Company aims to secure orders by attracting visi-
tors using the additional number of model house galleries
built during the previous fiscal year. At the same time, the
Company has expanded its stock of ready-built houses and
land since the previous fiscal year, and will increase land pur-
chases during fiscal 2019 in aiming to lift the total number of
orders for new housing.

Recovering earnings power by focusing on
increasing the efficiency of indirect func-
tions in the renovation business

In fiscal 2019, the renovation business will reinforce points
of customer contact in order to increase orders per person
while working to improve efficiency through the separation
of periodic diagnosis and sales activities. The strategic prod-
ucts into which energies will be focused include strength-
ening proposals for storage batteries that support energy
self-sufficiency in preparation for the end of the Feed-in Tariff
(FIT) program. This is important given that contracts based
on the FIT program for homes equipped with solar power
generation systems will begin to reach the end of their terms
starting in November 2019. Moreover, the Company will
continue efforts to improve the efficiency of indirect functions
in working to increase earnings power. In terms of Asaka
Lead Town, for which sales of subdivision houses began in
February, the Company plans to have half of all 130 sale lots
either under contract or sold during fiscal 2019.
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Housing Company

Contributing to the SDGs through Operations
Housing Company
I

A,
Improving safety, peace-of-mind,

and comfort while reducing environmental impact

[y

Al

[ Environmental and social [ The Housing Company’s ] Examples of solutions and Environment-Contributing Products born from core technologies

issue related needs Primary Core Technologies

Reduce Smart Power Station homes equipped with three technologies
environmental (solar, storage batteries, HEMS) to realize energy self-sufficiency
impact L ™ Energy self-sufficient homes realize resource recycling. In the rare event of a power outage, they
Housing production f’f/ 4 alsoensurea supply of power, reduce harm to lifestyles, and contribute to the safety and peace-of-
construction mind of residents. Factory production ensures short construction periods, reduced construction
. technology processes, and consistent quality (high earthquake resistance, airtightness, and heat insulation).
Address

energy problems

Energy system

ek - £
*Production plant for factory-built housing

Aging among craftsmen
and shortage of
carpenters

Smart Heim Town urban planning for
disaster mitigation

In order to ensure a level of comfort that best approaches nor-
mal life even in the event of a natural disaster, the Company
implements Town and Community planning utilizing the latest
technologies of SEKISUI CHEMICAL Group.

Thermal, air,
and
acoustic environment

Homes equipped with comfortable ventilation and
air conditioning systems

By maintaining a con-
sistent thermal environ-
ment throughout, these |
homes offer comfort- -'i >

. able lifestyles with little
Town and Community temperature variation.

— Development

Extend healthy life

1.
Dlsastera%eventlon !!:55‘5‘ —ﬁF:'::‘
mitigation -
I i
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Housing Company

Main Products

DECENTWORKAND
ECONOMCGROWTH

External walls (Eco-chante) renova- Living room, dining room, and
kitchen renovation

13 2 B 2 \ 3 o,

= J

The Smart Power Station series A large-capacity solar power en- “e-Pocket” large capacity stor-  The Company’s Smart Heim Navi Housing for the elderly for whichthe ~ The housing prodution factory in
is aimed at enabling energy self- eration system age battery system that fits into  Consulting HEMS Sekisui Heim Group is responsible, Thailand
sufficiency smaller space from constructing to operating

Performance (Bilions of yen) FY14 FY15 FY16 FY17

(Billions of yen) (Billions of yen)

Highlights

7.7% 7.7% 7.6% 7.7% 7.8% O Assets 2491 265.5 277.8 283.3
—i—a—1 a0

EBITDA 48.0 44.5 46.5 47.4

4734 485.0 497.8 506.7 5220 Ha
3 f Depreciation and Amortization 6.7 8.0 8.9 9.3

Capital Expenditures 9.8 14.4 13.5 14.4

R&D Expenditures 4.9 4.8 4.5 4.6

FY15 FY16 FY17 FY18 FY19 FY19
(Plan) - (Medium-term Plan)

Number of Employees 10,442 10,419 10,447 10,698

LMULAMMIMDMIDINIKY

Net Sales (left) [l Operating Income (right) == Operating Income Ratio Consolidated Subsidiaries 40(1) 41(1) 41(1) 37(1)

(Overseas Companies)
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Housing Company and Market Data

Year-start Backlog

(Billions of yen)

New Housing Orders

(Billions of yen)

206.4 2174 2082 2136

207.1

203.0

Number of Houses Sold

(Units)
15,000

H . 0 H . . 1
1H 2H 1H 2H 1H 2H 1H 2H 1H 2H 1H 2H FYi4 FYi5 FYi6 FY17 FYi8
FY17 FY17 FY18 FY18 FY19 FY19 FYi7  FY17 FY18 FY18 FY19 FY19
(Plan) (Plan)  (Plan) M H e 2H
_
g:;?;::gae:t:?:::.aotlac:innsgt?;em and Installed Housing Starts Housing Starts for Subdivision Housing
(%) (Units) (Units)
1,200,000 300,000
880470 920537 !;/}4,137 946,396 53/52,936
i 1 7 /
___8991999____%//% _____ = m = %//% ________
@ e I B I o o

278,221 [ 284441 [N 291,753 [N 262,111 [N 287710

FY14  FYi5  Fyle  FYi7  FYis

=l Solar power generation system
~fli- Installed storage batteries

FY14 FY15 FY16 Fy17 Fy18

[ Privately-owned houses
[ Rental housing

Source: “New construction starts of dwellings,” Ministry of Land, Infrastructure,
Transport and Tourism

FY14 FY15 FY16 FY17 FY18
I Of which, detached house

Source: “New construction starts of dwellings,” Ministry of Land, Infrastructure,
Transport and Tourism
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Urban Infrastructure & Environmental Products (UIEP) Company

President’s Policy

Urban Infrastructure

& Environmental Be reborn, UIEP! n

Products (UIEP)

-with new success story for the next decade-

COmpany (1) Accelerate and enhance growth strategy

: : (2) Minimize business-risk
Business Overview

The Urban Infrastructure & Environmental
Products (UIEP) Company is a manufactur-
ing and sales leader in Japan in water sew-
erage and supply pipe systems as well as
construction materials supply businesses,
which collectively form the company’s core
operating platform.

Based on the Medium-Term Manage-
ment Plan that started in fiscal 2017, we
redesigned our business portfolio and set up
a new strategic portfolio consisting of three
strategic areas: “Piping and Infrastructure,”
“Building and Living Environment” and “Ad-
vanced Materials.”

We will promote strategies, such as
“overseas,” “growth,” “core” and “reform,”
in accordance with the market and competi-
tive environments in which the products are
produced in each field.

In particular, under “growth” and “over-
seas,” we will actively introduce high-value-
added products, based on the technologies
cultivated in our fundamental businesses for
many years, and promote business domain
expansion through alternative materials,
such as metal, wood and glass.

¥ Yoshiyuki Hirai
President of Urban Infrastructure &
Environmental Products Company

Apr. 2018 Management Integration and Name Change of a Production Subsidiary; East Japan Sekisui Industry
Co., Ltd. Established

May 2018 Omega-Liner Method Wins the Best Design Award in the Environmental and Equipment Design Award

Mar. 2019 Launch of High Value Added ESLON® Pipe-+ (plus) PVC Pipes [Ell

Apr. 2019 Management Integration and Name Change of a Production Subsidiary; West Japan Sekisui Industry
Co., Ltd. Established

Apr. 2019 Launch of Construction Labor Reducing SPR-NX Rehabilitation Pipe [

May 2019 Environment-Contributing Facility at YAMANASHI SEKISUI CO., LTD. Commences Operation
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Urban Infrastructure & Environmental Products (UIEP) Company

Fiscal 2018 Performance

Steady expansion in overseas businesses
made up for struggles in general products
in Japan

Achieved record high profit at the company
level for a third consecutive fiscal year

In fiscal 2018, the UIEP Company struggled with both sales
volume and selling prices for general products in its domes-
tic businesses. In contrast, overseas businesses, including
aviation sheets sold in the US, recovered steadily. While net
sales were essentially unchanged at ¥239.2 billion, operat-
ing income reached ¥15 billion, a ¥200 million increase year
on year, thereby helping the Company to achieve record
high profits for three consecutive fiscal years.

Looking at the situation by region, although domestic
businesses saw a steady expansion of prioritized products,
which deliver high added value while promising expectations

Analysis of Operating Income for FY2018 (year-on-year)

(Billions of yen)

1.2 -1.5

148 | 02
jSaIes Quantity
: &

.

Selling Raw Cost
Price Materials  Reduction

| Composition and efc.

Fixed . Marginal Cost
Cost ' Profit

for growth, they struggled with general products. In addi-
tion, the industrial pipe business was negatively affected
by the lower demand for IT investments. Turning to over-
seas businesses, along with steady recovery in the aviation
sheet business, capacity expansion investments targeted at
growth in the sheet and synthetic railway sleeper businesses
came to completion and contributed to performance.

Accelerating the pace of growth in each of
the three strategic fields

The UIEP Company has identified Piping and Infrastructure,
Building and Living Environment, and Advanced Materials
as its three strategic fields. The Company is looking to
expand profit over the medium-to-long term by accelerat-
ing the pace of growth in each of the three strategic fields

1.7 -0.6

Fixed Foreign !
Exchange !

Fra017 Japan:-0.9

N

) o

224244242

.
%

and boosting prioritized products, which deliver high added
value while promising expectations of growth.

Despite struggling with general products, in fiscal 2018
the Piping and Infrastructure field expanded sales of priori-
tized products, new products, and rehabilitation pipes that
help reduce construction work times, thereby achieving net
sales on a par with the previous fiscal year. The Building
and Living Environment field saw robust sales of construc-
tion materials in part due to demand from natural disaster
recovery projects, but this field ultimately experienced lower
net sales year on year due to depressed sales of modular
bathrooms coinciding with the decline in apartment com-
plex construction starts. The Advanced Materials field saw
a steady recovery in sales of aviation sheets in the US and
expanded use of synthetic railway sleepers, primarily in
Europe and the US. These positive aspects led to higher net
sales year on year.

.

Synthetic Railway Sleepers

SEKISUI
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Urban Infrastructure & Environmental Products (UIEP) Company

Fiscal 2019 Forecasts

Continuing expansion overseas and acceler-
ating sales of prioritized products in Japan
to achieve broad profit growth and record
high profits for a fourth consecutive fiscal year

In fiscal 2019, the UIEP Company will continue to expand
sales of prioritized products and introduce new products
in Japan. Overseas, the Company will continue growth by
realizing benefits from the capacity expansion investments
made during the previous fiscal year in sheets and synthetic
railway sleepers. As a result of these measures, net sales are
projected to reach ¥244 billion, an increase of ¥4.8 billion
year on year.

Meanwhile, the Company will promote improved margins
for general products, with which it struggled in Japan during the
previous fiscal year, and accelerate production reorganization

WWWWWWWWWWWWWWWW

Analysis of Operating Income for FY2019 (year-on-year)

(Billions of yen)

3.8

15.0 0.1 -0.1
Consolidated- Foreign Sales

Selling

and structural reforms of unprofitable businesses. As a result
of these measures, operating income for the fiscal year under
review is forecast to reach ¥17 billion, an increase of ¥2 billion
year on year. On this basis, the UIEP Company is targeting a
fourth consecutive fiscal year of record profit.

Accelerating expansion of prioritized prod-
ucts through market-optimized products

In each of its targeted sectors, the UIEP Company will focus
its energies on expanding sales of prioritized products that
utilize the strengths of the Company. These sectors include
the public sector (civil engineering, etc.), the private sector
(building construction, etc.), and the overseas sector (avia-
tion sheets, synthetic railway sleepers, etc.). In the public
sector, whereas public works budgets are appropriated
for infrastructure maintenance and enhancement projects,
such as the Plan for National Resilience budget and the
Three-year Emergency Response budget, the Company

1.0 -3.4
1.0

Cost
Raw Reduction
Materials and etc. Fixed
Cost

basis Change ~ Exchange Quantity &
Composition

Prioritized products (Japan) +2.4

Overseas Sales +1.4

29

FY2018

N\

FY2019
(Plan)

N

will work to expand sales of prioritized products for aging
infrastructure measures that suit these budgets, such as the
Sewage (Spirally) Pipe Renewal Method and SEW (Shield
Earth Retaining Wall System by FFU synthetic wood) for
shield work applications. Moreover, in the private sector, the
Company will focus its energies on HYPER AWHP earth-
quake-resistant water pipes for high-rise buildings and high
flowrate drainage systems for heavy rain measures. In the
overseas sector, the Company will work to expand use and
sales centered on those prioritized products that utilize the
Company’s unique prominences, such as flame retardant,
excellent design aviation sheets and synthetic railway sleep-
ers that comply with environmental regulations.

Higher sales in the Pipes and Infrastructure
and Advanced Materials fields, and struc-
tural reform in the Building and Living
Environment field

Looking at each of the three strategic fields individually, in
the Pipes and Infrastructure field, the Company will con-
tinue working to expand sales of prioritized products and
new products that contribute to shorter construction work
times. Here, the Company will focus on sales on construc-
tion markets in the major metropolitan areas. Moreover, the
Company will continue promoting alliance strategies for
rehabilitation pipes. In the Building and Living Environment
field, the Company will work to strengthen earning power
through structural reforms and to expand sales of prioritized
products and new products (CHOUSHIN LEVOL new hous-
ing gutters, large bathrooms for nursing care facilities (KGS-
F), and high flowrate drainage systems). In the Advanced
Materials field, the Company will thoroughly realize the bene-
fits of capacity expansion investments for aviation sheets by
capturing new customers and pioneering new applications
(construction, medical, railway). By promoting alliance strat-
egies for synthetic railway sleepers, the Company aims to
expand their use in Europe, the US, and elsewhere overseas.

SEKISUI
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Urban Infrastructure & Environmental Products (UIEP) Company

Contributing to the SDGs through Operations

Urban Infrastructure & Environmental Products (UIEP) Company

iiiiiiiziiiidiiziiidizidddiziiiiidiiidiziidiidiiiididiiiddidziddididddidddiidddiididdididdddiddddd
™ = B B

Improving safety, peace-of-mind, i
and comfort while reducing environmental impact )
[ E"‘;is':’ﬁﬂ‘::;;ﬂ:ag:;:ial [ coﬂﬁ:ﬂ?‘;ﬁ%es ] Examples of solutions and Environment-Contributing Products born from core technologies

[ EsloHYPER polyethylene water supply pipes ] [ Aviation sheets ]

Safe water supply

Labor shortages

Disaster prevention
and
mitigation

Reduce environmental
impact

Aging infrastructure

I

Housing and
infrastructure Design
and analysis

Composite/
Dispersion process

Infrastructure/
Industrial materials

Pipe installation
and
construction

I

These sleepers are made of light-weight, corrosion-resistant

With their exceptional flex-
ibility and strong joints,
these pipes prevent rup-
tures and leaks caused by
earthquakes and ground
subsistence, thereby ensur-
ing the supply of safe water.
These pipes are light-
weight, quick to install, and
corrosion-resistant.

Synthetic railway sleepers ]

plastic that achieves the same lightweight, water-resistant,

durable level of wood. These sleepers do not require preser-

vatives, so do no harm to the environment.

These flame retardant,
impact-resistant sheets
have exceptional design
qualities.  Along  with
helping to reduce the
weight of machinery,
they also improve the
fuel efficiency of trans-
port equipment.

[ Sewage (Spirally) Pipe Renewal (SPR) Method ]

Installed on the inside
of existing pipes, this
method enables renewal
of aging sewage pipes
without digging up roads,
and realizes shorter con-
struction work times and
a significant reduction in
waste.
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Urban Infrastructure & Environmental Products (UIEP) Company

Main Products

%

= e ) j s

sl ,
Residential water supply and drain-  Fire-resistant pipes for buildings High-performance seismic polyeth-  Plant products with high corrosion  SEW (Shield Earth Retaining Wall ~ Aviation sheets
age system ylene pipes and chemical resistance System synthetic FFU)

GOODHEAITH
ANDWELLBENG [

e

Sewage (Spirally) Pipe Renewal (SPR)  Designer rain gutters Functional flooring Synthetic railway sleepers Plastic sheet for medical equipment  Low elution sterilization container

'l

Method for medical use

e N T L e s s e Z
/Assets 198.8 1791 193.9 2071

%EBITDA 9.6 13.4 195 214 d

/ Depreciation and Amortization 6.2 6.4 6.4 6.4 ﬁ

% Capital Expenditures 15.4 8.5 6.7 9.8 M

. 36 i . . % R&D Expenditures 5.1 5.3 5.7 6.1 ﬁ

FY15  FYi6 FY17 Y8 TS edm o e / Number of Employees 5,453 5,044 4,789 4,945 W

Net Sales (eft) Il Operating Income (right) = Operating Income Ratio / %?gglelgztg% niggiiggries 56(32) 43(19) 39(15) 38(15) W
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Urban Infrastructure & Environmental Products (UIEP) Company
Sales in Prioritized Products* Net Sales in the Three Strategic Fields Housing Starts
(Billions of yen) (Billions of yen) (Units)
800 00 | 1,800,000
247.0
209.0 218.0 2208 2222 219 2282 geeeeee ;
.................. 3 640 L. 946,396 ____952,936
E 700k S
19% % ;19% 3 610
.. S (] HI50.8 LI S

F107.5 1 22.0%

FY19 FY19
(Plan) (Medium-term Plan)

I Domestic sales [ Prioritized product sales included in Domestic sales
= Ratio of prioritized product sales included in Domestic sales

*Prioritized products: High-value-added products with the potential for market growth
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*Research Institute of Construction and Economy: “QUARTERLY OUTLOOK OF
CONSTRUCTION AND MACRO ECONOMY” (issued April 2019)

Source: “PVC Pipe Shipment Volumes,” Japan PVC Pipe and Fittings Association
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Medical Business

Medical Business

Business Overview

Under its mission of contribute to the realization
of healthy and enriched lifestyles for all people,
the Medical Business provides the pharmaceuti-
cal sciences sector with a diverse range of prod-
ucts and services.

Formed through the merger of SEKISUI
CHEMICAL’s Medical Business Division and
Daiichi Pure Chemicals Co., Ltd., in 2008,
SEKISUI MEDICAL CO., LTD. has taken the lead
in supporting the Group’s Medical Business.

The globally active Medical Business is
composed of two parts, namely the Diagnostics
Business, which is centered on diagnostic
drugs and devices, and the Pharmaceuticals
Sciences Business. The Pharmaceuticals
Sciences Business is further broken down into
the Pharmaceuticals and fine chemicals busi-
ness, which handles contracted manufacturing
of active pharmaceutical ingredients (APls),
and the Drug development solutions business,
which provides support for research and devel-
opment among pharmaceutical companies.
The ratio of net sales accounted for by over-
seas business has exhibited steady growth,
reaching 50% in fiscal 2015, up from the 21%
recorded in fiscal 2008. The Medical Business
is promoting further globalization through the
continued acceleration of business deploy-
ments in North America, Europe, and Asia.

In recent years, social and consumer needs
for medical care have been diversifying in line
with the dramatic transformations of the global
medical environment. Accordingly, we will con-
tinue to embrace change and challenge new
frontiers so that we can create unique, high-
quality products and services that will leave our
customers truly satisfied.

Overview of Business

Diagnostics Business

Clinical reagents for biochemical immunity, diabetes, blood coagulation, and in-
fectious diseases, as well as development, manufacture, and sale of analyzers
and vacuum blood collection tubes, among others

RapidTesta™ FLU/NEXT

CP3000

Pharmaceutical Sciences Business

Pharmaceuticals and fine chemicals business: Contract manufacture of ac-
tive pharmaceutical ingredients (APIs)/ intermediates/ amino acids, etc.

Drug development solutions business: Contract research including pharma-
cokinetic tests to support drug R&D

Active Pharmaceutical Ingredients Drug development solution testing
(APIs)
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Core Strategy

Diagnostics (domestic): Expand business scope and domains through
introduction of new products

Diagnostics (overseas): Promote mainstay derivative products and ex-
pand alliances with major companies (blood coagulation and other fields)

Pharmaceuticals and fine chemicals business: Commence operations
at a new manufacturing facility at the Iwate Plant

Expanding frontiers

China & Asia: Commence operations at a new plant in Suzhou; cultivate
the Asia market by centralizing the operations of Veredus Laboratories
Europe and the U.S.: Expand the sales network; expand the drug develop-
ment solutions businessLaboratories

New businesses: Enter clinical (human) fields; specialty peptide drug sub-
stance and enzymes

A A A IR
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Diagnostics Area

Vacuum blood
collection mm
tubestesting 550 bil.yen

(FY2018)

Reagent for
influenza test

Blood coagulation
analyzers
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Medical Business

Fiscal 2018 Performance and Fiscal 2019
Forecasts

In addition to the start of a new scope of consolidation that
includes Singapore-based Veredus Laboratories, which was
acquired at the end of fiscal 2017, in fiscal 2018 the Medical
Business saw growth in sales with performance primarily
driven by an expansion of overseas sales in Europe, the US,
and China for its mainstay diagnostics business. Likewise,
the Medical Business set a new record for operating income
for the second consecutive fiscal year. During fiscal 2019, the
Medical Business will be removed from the High Performance
Plastics (HPP) Company and placed under the jurisdiction of
the Headquarters. During the first fiscal year after separation,
sales are forecast to increase ¥1.8 billion to ¥72.5 bilion and
operating income is forecast to increase ¥400 million to ¥10

billion. In the Diagnostics Business, expansion of new products
and a reinforced framework in Europe, the US, China, and Asia
are expected to increase sales ¥3 billion to ¥58.1 billion. The
Pharmaceuticals Sciences Business is forecast to see a decline
in sales because of an expected drop in demand for some of
its mainstay products. Despite this, the Medical Business wiill
work towards new orders for APIs and on expanding its drug
development solutions business in Europe and the US.

Medium-term Plan

Under the current medium-term plan, the Medical Business
has steadily grown its core domains (diagnostic reagents
(domestic) and pharmaceuticals and fine chemicals)
and growth enhancing domains (diagnostics reagents

(overseas), drug development solutions (overseas), and
new APIs) as one of the four strategic fields within the HPP
Company. From fiscal 2019, the Medical Business will fall
under the jurisdiction of the Headquarters, but will continue
to advance growth strategies in the two domains of diag-
nostics and pharmaceutical sciences.

In striving to achieve the Medium-term Plan, the Medical
Business is working to demonstrate technological synergy
with each area that has been acquired thus far through
mergers and acquisitions. In addition, it aims to continue
expanding its business domains in both the Diagnostics
Business and Pharmaceuticals Sciences Business from the
two aspects of business area and technical expansion.

The Medical Business will work to further accelerate
growth as a means of contributing to the realization of a new
phase of growth as the Company’s long-term vision (2020s:
¥2 trillion in net sales, ¥200 billion in operating income).

7 WWWWWWWWWWWWWWWWWWWWWWWW
Analysis of Operating Income for FY2019 (year-on-year) % Performance Trends
(Bilions of yen) 2.8 -0.7 / (Billions of yen) (Billions of yen)
-1.5
Marginal Proft % 120 13.8% - 405 - 141% -~ 13.6% -~ 13.8%.------cncaeaeenen A
. (Pharmaceutical 10.0 / ——
0.2 Sciences Business) Fixed / 90 30
Foreign Marginal Profit Costs / ----------------------- 647 ------------------------------------------------------------------
Exchange (Diagnostics Business) % o 635 . . \ . .
Z ..3..0. ..... 85---- -8.0---- _ : g -.".....................j.Q
Z JhnhR o
FY15 FY16 FY17 FY18 FY19
FY2018 FY2019 / Pin)
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Review and Analysis of Consolidated Results for Fiscal 2018 rica year ended Marcn 31, 2019

Business Environment

Carrying on from the previous year, the global economy con-
tinued to experience a modest recovery in 2018. Unlike the
simultaneous across-the-board worldwide improvement in
2017, however, there were signs of a discrepancy in the rates
of recovery between countries and regions. While the global
economy as a whole exhibited a modest ongoing positive
turnaround from the second half of 2018 to the beginning of
2019, there were indications of weakness in various countries
in Asia and Europe including China and Germany.

Despite a prolonged period of economic recovery from
2011 following the crisis set off by the collapse of Lehman
Brothers, uncertainty surrounding the future continues
to mount. This largely stems from the growing confusion
caused by trade friction between the U.S. and China as well
as concerns regarding the direction of the U.K.’s withdrawal
from the European Union.

Turning to the domestic economy in fiscal 2018, Japan
continued to experience a mild recovery after bottoming out

Exchange Rate

Euro/Yen

U.S. Dollar/Yen

Apr. July Oct. Jan.
2018 2018 2018 2019

*The exchange rate is the closing rate at month end.

in November 2012. Buoyed by a moderate pickup in the
global economy, the corporate sector is reporting record-
high earnings. Employment conditions and incomes are also
on the rise. Moreover, domestic demand including private
consumption and private-sector capital investment is show-
ing signs of improvement while enjoying the benefits of an
ongoing virtuous cycle.

As far as the market environments for each of the Group’s
individual business segments are concerned, new housing
starts in the domestic housing field increased for the first time
in two fiscal years. While trends in rental housing remained
weak in line with the previous year, growth in detached pri-
vately-owned homes helped drive up construction starts. In
specific terms, construction starts came to 952,936 units in
fiscal 2018, an increase of 0.7% compared with the previ-
ous fiscal year. Turning to detached houses, privately owned
homes climbed 2.0% year on year to 287,710 units, while
built-for-sale detached housing grew 5.1% compared with
the previous fiscal year to 144,905 units.

In the Water Infrastructure field including polyvinyl chlo-
ride (PVC) pipes, shipments of high-value-added products
that deliver increased labor efficiencies expanded on the
back of robust trends in condominium construction starts.
In addition, trends in construction investment remain stable
spurred by a variety of factors including activities related to
the upcoming 2020 Tokyo Olympic and Paralympic Games
as well as urban redevelopment.

Overseas, business conditions became increasingly
harsh. Smartphone demand in the Electronics field declined.
Operations in the Automobiles and Transportation field were
impacted by a deterioration in mainstay automobile market
conditions in Europe and China. Turning to the Life Science
field, which in relative terms is less affected by movements in
economic conditions, emerging markets continued to experi-
ence growth. Demand in developed countries remained stable.

From a foreign currency exchange rate perspective, the
value of the yen against the U.S. dollar hovered above the

¥1009 level at the start of the fiscal year in April 2018 finishing
just above ¥110.50 as of the end of the fiscal year in March
2019. Looking at movements throughout the fiscal year
under review, the value of the yen exhibited a relatively mod-
erate trend, fluctuating between a range of ¥108 to ¥113
against the U.S. dollar. In fiscal 2018, the annual average
foreign currency exchange rate against the U.S. dollar was
¥111 and ¥128 against the euro. These levels were essen-
tially unchanged from the previous year.

Overview of Business Results and
Financial Position

1. Analysis of Business Results for Fiscal 2018

(1) Net sales and operating income

Positioned as a pivotal year of its Medium-term Management
Plan “SHIFT 2019 -Fusion-,” SEKISUI CHEMICAL Group took
steps to strengthen both quantitative measures (forward-look-
ing investments) and qualitative measures (constant structural
reform) while at the same time promoting new businesses
and “fusion” measures in a bid to accelerate efforts aimed
at securing the “a new phase of growth” targeted under its
Medium-term Management Plan in fiscal 2018. Furthermore,
energies were directed toward improving work style reforms
together with workplace capabilities, strengthen the gover-
nance function and enhance the quality of management tak-
ing into consideration the need to address environmental,
social and governance (ESG) concerns.

Meanwhile, the deterioration in smartphone-related
product market as well as automobile-related product mar-
ket conditions in China and Europe exceeded expectations.
Coupled with this difficult environment, the Group’s activities
were impacted by increases in strategic investments and
research and development-related fixed expenses as well
as an upswing in raw material costs.
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Accounting for each of these factors, SEKISUI
CHEMICAL Group reported an increase in net sales of 3.2%
compared with the previous fiscal year to ¥1,142,713 mil-
lion. From a profit perspective, on the other hand, operat-
ing income decreased 3.6% year on year to ¥95,686 million
and ordinary income edged down 0.8% to ¥93,146 million.
Despite this downturn in earnings, net income attributable
to owners of the parent improved 4.2% compared with the
previous fiscal year to ¥66,093 million. This represented a
sixth consecutive fiscal year of record high bottom line profit.

Of these totals, the Housing Company posted net sales
of ¥506,729 million, up 1.8% compared with the previous
fiscal year. Again, on a year-on-year basis, operating income
came to ¥39,002 million, an increase of 2.8%. Accordingly,
the Housing Company reported growth in both sales and
profit. In addition to firm trends in orders and sales of newly
built houses, these results reflected steady progress in forti-
fying the earnings structure of the Renovation business.

In the New Housing Construction business, the Housing
Company reported firm housing complex trends together
with an increase in the number of orders compared with the
previous fiscal year. This was mainly due to successful efforts
aimed at upgrading and expanding the product lineup, which
included the release of such new products as the steel-framed
unit housing, Parfait-bj Style, for two-income households

Net Sales

(Billions of yen)

1,096.3 1,065.8

and families raising children. Furthermore, and in addition to
upgrading and expanding model houses, sales personnel and
network of Sekisui Heim Museum experience-based show-
rooms, the Housing Company also focused on purchasing
land for sale as well as sales of built-for-sale houses.

In the Renovation business, the amount of orders
exceeded the level recorded in the previous fiscal year. This
was largely due to increased sales of such strategic prod-
ucts as storage batteries. Furthermore, and in addition to
fortifying the Company’s earnings structure focusing mainly
on increasing the efficiency of indirect functions, particular
emphasis was also placed on reinforcing points of customer
contact through energy self-sufficient proposals.

In the fiscal year under review, net sales in the UIEP
Company came in at ¥239,193 million. This was essentially
unchanged from the previous fiscal year. Operating income
climbed 1.5% year on year to ¥15,007 million. Results in
FY2018 were impacted by a variety of factors. In addition
to a downturn in apartment complex construction starts
and such factors as construction project delays, the UIEP
Company experienced a drop in sales volumes of general
products. These negative factors were offset by sales growth
in other areas including prioritized products in Japan and
thermoplastics sheets for aircrafts in the U.S. Meanwhile,
the upswing in sales of prioritized products helped even out

Operating Income and Operating Income Ratio

(Billions of yen)
120 9.1% 9.0%

FY14  FYi5  FYi6  FY17  FY18

Fy14  FYi5  FY16  FY17  FY18

¥ Operating Income
<= Operating Income Ratio

increases in raw materials to product prices as well as fixed
expenses. As a result, the UIEP Company reported a third
consecutive fiscal year of record-high profit.

In the Piping and Infrastructure field, general prod-
ucts struggled while demand for industrial piping materi-
als declined in the fourth quarter. Despite these difficult
conditions, successful steps were taken to boost sales
of prioritized and new products that were released ahead
of the competition and help increase operating efficiency
per employee, rehabilitation pipes, and other products.
Accounting for each of these factors, net sales were essen-
tially unchanged from the previous fiscal year.

Turning to the Building and Living Environment field, net
sales declined compared with the previous fiscal year. While
trends in building materials sales were firm, this year-on-year
downturn was largely due to the drop in sales of modular
bathrooms attributable to lower apartment complex con-
struction starts.

In the Advanced Materials field, sales of thermoplas-
tic sheets for aviation use saw a steady recovery in the
U.S. Sound results in this field were also underpinned by
upswings in the use of wood railways sleepers mainly in
Europe and the U.S. Taking these factors into consideration,
sales in the Advanced Materials field grew compared with
the previous fiscal year.

Net sales in the HPP Company amounted to ¥412,011
million in fiscal 2018, up 6.7% compared with the previous
fiscal year. From a profit perspective, operating income on
the other hand declined 5.8% year on year to ¥54,478 mil-
lion. In the fiscal year under review, net sales benefitted from
the growth in sales of high-performance products. This was
mainly due to the effects of strategic investments and efforts
to reform the portfolio. As far as earnings are concerned,
results were impacted by an increase in fixed expenses
associated with strategic investments, higher raw materials
costs and a sudden deterioration in market conditions. Taking
each of these factors into consideration, the HPP Company
reported an increase in sales and decrease in profit.

In the Electronics field, demand for such mobile devices
as smartphones and tablets declined substantially. Despite
this drop in demand, net sales increased compared with
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the previous fiscal year. This was largely attributable to the
progress achieved in expanding sales of various products
for substrate and semiconductor use in the non-liquid field.

In the Automobiles and Transportation field, the number
of automobiles manufactured dropped significantly in China
and Europe from the third quarter. Thanks to contributions
from the startup of a new interlayer film for laminated glass
production line at SEKISUI CHEMICAL Group’s Mexico
Plant, however, net sales in this field increased compared
with the previous fiscal year. Of particular note was the
inclusion of Sekisui Polymatech Co., Ltd. in the Company’s
scope of consolidation from the second quarter of FY2017.
As aresult, net sales increased in the both the Electronics as
well as Automobiles and Transportation fields.

As far as the Building and Infrastructure field is con-
cerned, net sales exceeded the level reported in the previous
fiscal year. While affected by the downturn in construction
demand in such regions and countries as the Middle East
and South Korea, which led to a drop in chlorinated polyvi-
nyl chloride (CPVC), this year-on-year increase in net sales
was primarily due to steady growth in sales of fire-resistant
materials mainly by Sekisui SoflanWiz Co., Ltd., which was
included in the Company’s scope of consolidation.

In the Life Science field, net sales were up compared

Net Income Attributable to Owners of the Parent

(Billions of yen)

with the previous fiscal year. This largely reflected firm trends
in demand for diagnostic reagents mainly from overseas.

(2) Non-operating income and expenses

After posting a foreign exchange gain of ¥1,018 million, non-
operating income in FY2018 increased ¥12 million compared
with the previous fiscal year. Non-operating expenses for
the fiscal year under review declined ¥2,748 million year on
year. While SEKISUI CHEMICAL Group incurred expenses
for exterior wall inspections and maintenance of ¥2,282 mil-
lion, this decline in non-operating expenses was mainly due
to the absence of any foreign exchange loss.

(3) Extraordinary income and loss

During the fiscal year under review, SEKISUI CHEMICAL
Group posted a gain on sales of investments in securities
of ¥3,411 milion as extraordinary income and incurred a
loss on impairment of fixed assets of ¥1,274 million and a
loss on sales or disposal of property, plant and equipment
of ¥1,373 million for a total extraordinary loss of ¥2,648 mil-
lion, up ¥591 million, or 28.8%, compared with the previous
fiscal year.

(4) Net income attributable to owners of the parent

Total Assets and Return on Total Assets

(Billions of yen)
1,800 . 0% 3T%  9T% 9.2%........

FYy14  FYi5  Fyie  FY17  FY18

Accounting for each of the aforementioned factors, income
before income taxes and minority interests came to ¥93,908
million, a decrease of ¥433 million compared with the previ-
ous fiscal year. After deducting taxes and net income attrib-
utable to non-controlling interests, net income attributable to
owner of the parent amounted to ¥66,093 million, up ¥2,633
million, or 4.2%, year on year.

2. Financial Position

(1) Assets, liabilities and net assets

Total assets as of March 31, 2019 stood at ¥1,023,706 mil-
lion, an increase of ¥29,569 million compared with the end
of the previous fiscal year

(Assets)
Current assets stood at ¥470,037 million as of the end of
fiscal 2018, ¥10,836 million higher than the balance as of
the previous fiscal year-end. While the balance of cash and
deposits decreased ¥8,114 million during the fiscal year under
review, the total balances of trade receivables and inventories
climbed ¥3,710 million and ¥21,729 million, respectively.

In addition, non-current assets grew ¥18,733 million

Interest-bearing Debt and Debt/Equity Ratio

(Billions of yen)

Fy14 FY15 FYy16 FY17 Fy18

[ Total Assets
<= Return on Total Assets

Return on Total Assets = Ordinary Income/Average Total Assets

FY14 ~ FY15  FY16  FY17  FY18

0 Interest-bearing Debt
«ll> Debt/Equity Ratio
Debt/Equity Ratio = Interest-bearing Debt/Equity
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year on year to ¥553,669 million.

(Liabilities)

Liabilities increased ¥9,581 million compared with the end of
the previous fiscal year to ¥390,960 million as of the end of
fiscal 2018. The main components were increases of a com-
bined ¥428 million in note payable, electronically recorded
obligations, accounts payable and accrued expenses and a
total of ¥7,522 million in interest-bearing debt.

(Net assets)

Net assets stood at ¥632,746 million as of the end of the
fiscal year under review, an increase of ¥19,988 million com-
pared with the end of the previous fiscal year. The balance
of retained earnings increased after accounting for such
factors as net income attributable to owners of the par-
ent of ¥66,093 million and the payment of dividend total-
ing ¥19,713 million. Other movements included decreases
in treasury stock at cost of ¥14,571 million and unrealized
holdings gain on securities of ¥9,518 million.

Equity and Return on Equity

(Billions of yen)
800 109% 109% 113% 1120/0 11.10/0
—= =

FYi4  FY15  Fyie  FY17  FYi8

1 Equity
«ll= Return on Equity

Equity= Shareholders' Equity including Accumulated Other Comprehensive Income
Return on Equity = Net income attributable to owners of the parent/Average Equity

(2) Cash flows

Cash and cash equivalents on a consolidated basis
amounted to ¥68,613 million as of the end of fiscal 2018,
a decrease of ¥8,110 million compared with the end of the
previous fiscal year. Factors influencing fiscal 2018 cash flow
accounts were as follows.

(Operating activities)

Net cash provided by operating activities came to ¥85,213
million, up from ¥82,272 million in the previous fiscal year.
In the fiscal year under review, major cash inflows, which
included income before income taxes and minority interests
of ¥93,908 million, depreciation and amortization of ¥38,789
million and an increase in advances received of ¥4,271 mil-
lion, exceeded such principal cash outflows as income
taxes paid of ¥21,925 million, the increase in inventories of
¥21,288 million and gain on sales of investments in securi-
ties of ¥3,411 million.

Cash Flows

(Billions of yen)

I Operating Activities Cash Flows [ Investing Activities Cash Flows
[ ] Financing Activities Cash Flows

(Investing activities)

Net cash used in investing activities amounted to ¥62,553
million, up from ¥60,881 million in the previous fiscal year.
The principal cash inflow came from proceeds from sales or
redemption of investment in securities totaling ¥5,745 mil-
lion. Meanwhile, cash outflows largely included ¥60,082 mil-
lion for purchases of property, plant and equipment focusing
mainly on priority and growth fields and ¥6,111 million for
purchase of intangible assets.

(Financing activities)

Net cash used in financing activities was ¥31,539 million
compared with ¥35,981 million in the previous fiscal year.
The major cash inflow came from a net increase in interest-
bearing debt of ¥3,427 million. Principal cash outflows came
from cash dividends paid including cash dividends paid to
non-controlling shareholders of consolidated subsidiaries
of ¥20,616 million and the purchase of treasury stock of
¥14,571 million.

Free Cash Flow

(Billions of yen)

FY14  FYi5  Fyie  FY17  FYi8

Free Cash Flow = CF Operating Activities + CF Investing Activities
- Dividend Paid
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Business Risks

The following factors related to our business and accounting
practices may materially influence investment decisions. The
Company is endeavoring to establish a system for antici-
pating potential risks for the Group, preventing their occur-
rence, and promptly and appropriately dealing with them if
they occur. Forward-looking statements contained herein
are based upon assessments made by SEKISUI CHEMICAL
Group at the end of fiscal 2018.

(1) Foreign Currency Fluctuations

Exchange rates may affect the value of the Group’s over-
seas assets held in foreign currencies when converted into
yen. The Group employs hedging strategies as needed
in response to currency fluctuations. However, the busi-
ness results and the financial position of the Group may be
affected if the exchange rates diverge significantly from the
forecasted levels.

(2) Raw Material Price Volatility

The Group’s business results and financial position may be
affected in the event that the Group, especially the High
Performance Plastics Company and the Urban Infrastructure
& Environmental Products Company, is unable to transfer
changes in prices of polyvinyl chloride, olefin, steel, or other
raw materials to product prices in a timely manner and is
unable to maintain sufficient margin.

(3) Overseas Business Activities

Unforeseeable changes in laws and regulations, fragility in
the industrial base, and social or political turmoil such as ter-
rorism, war, or other factors may affect the Group’s overseas
business activities. The emergence of such risks may dis-
rupt the Group’s overseas business activities, which would
affect the business results and future plans of the Group.

(4) Housing Related Tax and Interest Rate Trends
The Group’s housing-related businesses are affected by
domestic taxes and consumption taxes on house purchases
and by interest rate trends. These trends may impact our
housing-related businesses and affect the Group’s business
results and financial position.

(5) Electronics Market Trends

The electronics industry, a market for the Group’s High
Performance Plastics Company, is characterized by severe
fluctuations in demand. A rapid drop in demand within a
short period could affect the Group’s business results and
financial position.

(6) Trends in Public Works

The Group’s Urban Infrastructure & Environmental Products
Company includes products used in the public sector.
Trends in public works therefore influence the Company’s
business performance. Public investment is determined by
government policy at the national and local levels, and deci-
sions to reduce public investment may impact the Group’s
business performance and financial position.

(7) Industrial Accidents and Disasters

A fire, explosion, or other industrial accident at one of the
Group’s facilities that causes a major impact on the Group’s
business capability and on the local community could dam-
age society’s trust in the Company and incur response
costs, including compensation costs directly related to the
accident, business opportunity costs from the stoppage of
production activity, and compensation costs from payments
to customers. Such an event may affect the Group’s busi-
ness results and financial position.

(8) Intellectual Property and Product Liability

In the event that a dispute arises concerning the Group’s
intellectual property, the dispute resolution may not be favor-
able to the Group. The discovery of defects in the Group’s
products may require large-scale product recalls and com-
pensation for damages. The possibility exists that insurance
may not be able to cover associated costs, which could
impact the Group’s business results and financial position.
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Human Capital

While continuing to protect the rights of all its employees and giving consideration to providing comfortable and
rewarding workplace environments, SEKISUI CHEMICAL Group works to develop its human resources and is
intending that the effective utilization of those human resources will lead to the enhancement of its corporate

value.

Stance toward Human Resources

Based on the belief that “employees are precious assets
bestowed on us by society,” SEKISUI CHEMICAL Group
works to create environments in which employees are able to
work with enthusiasm and provides a range of opportunities
for each and every one of them to hone his or her unique skill
and assist in their personal growth.

Recognizing that protecting the human rights of indi-
viduals is our social responsibility, we respect each person’s

Prominent
Human
Resources

Rewarding workplaces where diverse
human resources can thrive

Employees are “precious assets bestowed on us by society”

diversity, personality and individuality, while promoting various
work styles compatible with each country and region and the
creation of safe and secure working environments. Sharing the
same basic stance with regard to human resources through-
out the Group, we are promoting the creation of fulfilling work-
places in which diverse human resources can thrive.

Respect for Human Rights

To fulfill its responsibilities to all stakeholders, the Group con-
ducts business activities that show consideration for human
rights in conjunction with its business partners. Providing all
Group employees with a copy of the Compliance Manual,
we strictly demand respect for human rights, the prohibition
of discrimination, prevention of harassment, and the protec-
tion of personal information. With regard to the prevention of
harassment, we also conduct educational programs in asso-
ciation with e-learning sessions. We are working to facilitate
and encourage the understanding of our employees.

Labor Relations

In SEKISUI CHEMICAL Group, the companies and labor
unions collaborate while respecting each other’s position and
way of thinking. Through close communications, we undertake
constructive discussions on issues labor and management
have in common under the shared objective of advancing our

companies. In the Group in Japan, there were 15 indepen-
dent labor unions with 5,349 employees in the All-SEKISUI
CHEMICAL Labor Union Federation in fiscal 2018.

Diversity Management

Not only perceiving diversity by differences understood from
outward appearance—such as gender, age, nationality, and
career—SEKISUI CHEMICAL Group will also focus on differ-
ences that include values and personality while understanding,
recognizing, and utilizing the differences between each and
every employee as strengths.

SEKISUI CHEMICAL Group’s Diversity Management Policy

Diversity is essential to maintain our strong corporate presence
for 100 years and beyond. We understand and recognize that
every employee’s orientation to work and life, and their personal
strengths are different and thus we use this to our advantage.
Through employee dialogue, we will strengthen our organizational
culture by providing employment, opportunities for development
and an enhanced work environment to support growth.

Diversity Management Promotional Structure
(CSR Committee, Human Resources Committee)
The CSR Committee deliberates on CSR measures gener-
ally. This includes matters relating to diversity management.
Chaired by the president, the CSR Committee is comprised
of such senior executives as the presidents of divisional com-
panies as well as employee representatives including female
employees and the head of the Labor Union. Matters that
require resolution are also reported to the Board of Directors.
In addition to deliberating on Group-wide diversity manage-
ment issues, the Human Resources Committee puts in place
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and monitors measures aimed at securing and developing the
personnel necessary for diversity management. Chaired by the
managing executive officer and head of the Human Resources
Department, the Human Resources Committee is comprised of
executive officers and the heads of human resources depart-
ments selected from each divisional company.

Work Style Reforms

In order to accelerate the pace of diversity management,
SEKISUI CHEMICAL Group has positioned 2018 as its inau-
gural year of promoting work style reforms. After first putting
in place a “Statement of Work Style Reforms,” the Group has
initiated the three business, HR system, and work environment
reform activities, and it is steadily making improvements.
SEKISUI CHEMICAL Group is working to address the
issue of long working hours by improving productivity and is
aiming to create an invigorating and rewarding workplace.

Investment in Work Style Reforms

Substantial capital investment and the introduction of systems
are essential to continuously realizing the effects of business
and work environment reforms. With this in mind, SEKISUI
CHEMICAL Group has decided to invest 10 billion yen over
the two years of 2018 and 2019 in an effort to reduce working
hours Group-wide.

In 2018, the first year of our efforts, we made investments
of approximately 8 billion yen (including an amount intended
for after 2020). With the goal of promoting reduction in working
hours from which we will not backtrack, we have invested in
a production management system and automated inspection
equipment, as well as a video conferencing system and strate-
gies aimed at improving the workplace environment.

Promotion of Health Management

SEKISUI CHEMICAL Group announced details of its Declaration
of Health and established the Basic Policy for Health and
Productivity Management® in March 2019. This Declaration
and Policy summarizes the Group’s philosophy and stance
toward health management and provides the roadmap for fur-
ther improving the physical and mental health of its employees,
which is recognized as the foundation for diversity management.

* “Health and Productivity Management” is a registered trademark of the NPO
Kenkokeiei.

Initiatives to Promotion Health Management

SEKISUI CHEMICAL Group is working to achieve the objec-

tives of its existing medium- and long-term health management

goals across the five physical, mental, social well-being, Group-

wide initiative, and motivation and productivity segments.
Among a host of specific examples, SEKISUI CHEMICAL

Statement of Work Style Reforms

We determine work methods that promote growth over time to
enable each and every individual employee to manifest their per-
sonal “characteristics,” and pursue highly productive work meth-
ods that maximize success. In order to improve productivity, the
Company actively invests in management resources, and unifies
managers and workers to coalesce their wisdom Companywide.
We nurture work worth doing by improving the quality of the job,
and promote workers’ diverse activities by returning the success
of reforms to them.

Declaration of Health for SEKISUI CHEMICAL Group

SEKISUI CHEMICAL Group's Basic Policy for Health and Produc-
tivity Management SEKISUI CHEMICAL Group has been engaged
in health management initiatives for our employees based on our
belief that “employees are precious assets bestowed on us by
society.” SEKISUI CHEMICAL endeavors to take these initiatives
to the next level by treating the promotion of the health of our em-
ployees as a management strategy that is aimed at achieving the
physical, mental, and social well-being of all employees.

Group is looking to promote healthier and longer lives in line
with seven key health habits, push forward mental health initia-
tives and create vibrant workplaces through the effective use of
stress checks, and engage in health promotion activities based
on an analysis of data collated through the application of ICT.

Working in unison, the Group has also established a struc-
ture through which steady measures can be implemented to
advance health management. In addition to setting up the Health
Promotion Office within the Company’s Human Resources
Department, every effort is being made to put forward compre-
hensive health management promotions plans and to enhance
collaboration between the officers responsible for and in charge
of health management at approximately 300 business sites and
the Health Promotion Office in a bid to ensure the well-being of
all employees. Each year, health promotion workshops are held
for officers responsible for and in charge of health management.
The participation rate was 93% in 2018.

Recognized as a 2019 Certified Health and
Productivity Management Organization

SEKISUI CHEMICAL was recognized for its Companywide
efforts to resolve issues relating to the health of its employees
and was certified as a 2019 Health and Productivity Management
Organization by both the Ministry of Economy, Trade and Industry
and the Nippon Kenko Kaigi for the third year in a row in the large
enterprise category (“White 500”). In addition, on this occasion
the certification included twenty SEKISUI CHEMICAL Group
companies that are actively engaged in health management.

2019
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Initiative Aimed at Ensuring Safety and Security

We, SEKISUI CHEMICAL Group, recognize that employee
safety is essential to achieving sustainable growth. We aim to
be a “Safe and Secure” enterprise that establishes safe and
secure working environments and has the full trust of its cus-
tomers and the community as well as its employees.

At the core of safety, it is important that each and every
employee has the ability to identify dangerous situations and take
appropriate steps to protect themselves and fellow employees.
Even if equipment can be made completely safe, it is necessary
to recognize that work and actions taken by individuals can have
hidden risks. For this reason, we are making concerted efforts at
safety education and raising sensitivity to risks, while following
rules and creating a protective corporate culture.

At the same time, constructing a work environment in
which employees can work with safety and security is our
responsibility as a company and we consider it to be one
of the most important priorities for management. SEKISUI
CHEMICAL Group is implementing total safety activities (i.e.
zero occupational injuries, zero equipment-related accidents,
zero commuting-related accidents, and zero extended sick
leave) based on five themes.

Allowing Diverse Human Resources to Excel

SEKISUI CHEMICAL Group provides opportunities for person-
nel training according to individual career orientation. As an
overall company activity, we strive to ensure that the Group
can move forward on the two pillars of business leaders, who
will someday shoulder management, and efficient staff that
can maintain our manufacturing processes. In addition, we
support employees in their efforts to take the initiative to chal-
lenge themselves while providing the systems and opportuni-
ties necessary to promote individual growth.

Developing Employees to

Fill Senior Management Position Going Forward

With an eye toward management positions throughout the
Group, SEKISUI CHEMICAL has established the Saijuku Schooal.
This internal training and development tool is designed to help
enhance the scope and depth of future business leaders going
forward.

Employees participating in the Saijuku School review a
wide range of case studies while attending lectures. In addi-
tion to the skills required to put forward management strate-
gies, the Saijuku School provides details of important business
theories and philosophies. This in turn provides participants
with the broad perspective necessary to engage in global busi-
ness development and to further hone the abilities to think and
act. Working to instill a broad mindset that encompasses the
Group as a whole, employees are encouraged to take the ini-
tiative in their own development and to establish action plans
geared toward reform.

Training Human Resources to Support the Workplace
The human resources who will support the foundations of
management in practical terms in the workplace must undergo
self-growth as highly capable practitioners accumulating
experience over the long term and acquiring highly special-
ized knowledge and skills. Based on this concept, SEKISUI
CHEMICAL Group hires human resources who will support
the workplace as permanent, full-time employees, creates an
environment in which they can demonstrate their abilities with
peace of mind over the long term, and deploys the Meister
System to strengthen their abilities in the workplace.

Group Internal Job Posting
SEKISUI CHEMICAL Group supports its employees’ willing-
ness to take on challenges. At the same time, assistance is
given to realize career plans by providing opportunities to thrive
within the Group through the internal posting of job openings.
Under the Group’s internal job posting system, all
employees are eligible to apply for a position in line with the
requirements posted on the Group’s intranet. The approval of

managers is not required.

Retaining and Utilizing Young Employees

SEKISUI CHEMICAL has established a training manager
(brother/sister) program aimed at enabling new employees to
smoothly adapt to their assigned workplaces and quickly hit
the ground running.

The role of training managers goes beyond job-related
instruction to play a role in providing guidance on how adult
members of society should conduct themselves while fol-
lowing up on new employees’ state of mind. The program
also encourages training managers to leverage their experi-
ence guiding junior employees to gain a new perspective and
thereby grow themselves.

Promote the Active Participation of Seniors

In fiscal 1993, SEKISUI CHEMICAL introduced a reemploy-
ment system for employees who had reached mandatory
retirement age. Since fiscal 2006 this program has been
expanded to Group companies as well. In October 2015,
SEKISUI CHEMICAL revised its Senior Expert System, a sys-
tem for reemploying elderly retirees in order to foster greater
employee motivation. We have finished putting in place sys-
tems for employees to continue working through to the age of
65 at all Group companies, ensuring that 100% of the employ-
ees that elect to do so can remain employed or be reemployed.
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Promote Female Empowerment

As a group that is engaged in a wide range of activities, SEKISUI
CHEMICAL is critically aware of the need to make the most of
the diverse orientations and strengths of its employees if it is
to continue contributing to society. Based on this awareness,
top management has declared its commitment to promoting
diversity management, which includes the empowerment of
women, both within and outside the Group.

SEKISUI CHEMICAL Group has initiated efforts toward
the empowerment of women as a first step toward promoting
diversity management. The CSR Medium-term Plan launched
in fiscal 2017 set the goal of becoming “an organization where
women can truly thrive” as well as specific targets for the hiring
of women and the number of women in management posi-
tions. These targets form an integral part of the objectives that

l Ratio of new graduate women to total new hires

FY2018 (Result) FY2019 (Medium-term Plan)
29.1x

35.04
Il Number of women in management positions

FY2018 (Result) FY2019 (Medium-term Plan)

160 20

directors and executive officers are expected to help achieve.

SEKISUI CHEMICAL Group has broadly classified its
endeavors into two phases in order to empower women. The
first is to increase retention rates and create a workplace envi-
ronment in which women can thrive. The second is to fos-
ter women'’s candidacy for management positions. In a bid to
increase retention rates and create a workplace environment
in which women can thrive, every effort is being made to put
in place a receptive environment in which women can demon-
strate their attributes and participate actively at an early stage
and to introduce a structure and systems that will allow flexible
workstyles. Working to foster women’s candidacy for manage-
ment positions, SEKISUI CHEMICAL Group is conducting pro-
grams including training for women who hope to be appointed
to management positions and their direct supervisors.

Efforts to Employ People with Disabilities

We believe it important not only to hire people with disabilities,
but to create an environment where those with disabilities can
easily work. Maintaining an environment in which people with
disabilities can work easily at the same time leads to an environ-
ment in which all employees find it easy to work. To help maintain
that environment, we have been conducting joint brainstorming
sessions for people with disabilities that involve the personnel
departments of the entire Group since fiscal 2016.

Developing Personnel Who Can Succeed on the World Stage
Amid accelerating global business development, SEKISUI
CHEMICAL Group recognizes the need to make active use
of the diverse human resources who support each business
and to revitalize the organization in order for each company
within the Group to maintain autonomous growth. Based on
this understanding, the Group is promoting the development
of personnel in line with the conditions in each area.

To adapt to the different business characteristics, history,
management styles, lifestyle habits, as well as the various laws
and regulations of each country and region, SEKISUI CHEMICAL
Group is focusing on training human resources capable of dem-
onstrating their abilities in their respective countries and regions.

Hiring Foreign Nationals

SEKISUI CHEMICAL Group is actively hiring foreign nationals
for the purpose of further globalizing the Group’s businesses.
In addition to hiring students who have been studying in Japan,
the Company launched overseas recruitment activities in fiscal
2015. In fiscal 2018, the Company carried out the hiring of
engineers in India and of personnel for office-based positions
in the UK and the Netherlands. We will allow our diverse human
resources to excel and accelerate globalization by expanding
the area in which we recruit new employees, acquiring the best
candidates from around the world, and having them work with
a global perspective.

Global Talent Employee System

The Group has established a Global Talent Employee System
dedicated to nurturing of global human resources that can suc-
ceed on the global stage, and about 1,700 employees of the
Group working in Japan have registered with it. The participants
are provided with cultural training programs and professional
education necessary for working overseas, and we are currently
promoting measures to create opportunities for them to actually
go to other countries and gain work experience there.

Global Trainee Program

The Group offers a Global Trainee Program that enables
employees to gain work experience overseas. Employees
working in sales, accounting, product development, and some
other areas with a certain achievement level are eligible to par-
ticipate in the program allowing them to apply for posts at the
overseas companies affiliated with the Group. In fiscal 2018,
we organized our Overseas Engineers Dispatch Program aim-
ing at training engineers with globally competitive high-level
expertise as well as Short-term Overseas Dispatch Training
Program that teaches the participants to cultivate their own
abilities and behavioral patterns that are required to succeed in
global business. The Group shall continue expanding the pro-
grams allowing more and more employees working in various
countries to gain experience in business overseas.
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Intellectual Capital (Research & Development/Manufacturing/Intellectual Property)

SEKISUI CHEMICAL Group recognizes that maintaining a prominence in technology is the bedrock for creat-
ing value. This is particularly the case in the residential and social infrastructure creation as well as chemical
solutions fields, where the Group’s technology platform provides the underlying strength of its competitive
advantage. In order to further advance this prominence in technology, the Group is committed to consistently
strengthening its human resources and organizational structure in the research & development, manufacturing

and intellectual property (IP) fields.

Research & Development

(R&D)/Manufacturing

SEKISUI CHEMICAL’s Approach to R&D and
Its R&D System

With the putting of efforts into practice for its Group Vision forming
the framework of its medium-term management strategy, SEKISUI
CHEMICAL Group is aiming to maintain its strong corporate pres-
ence for 100 years and beyond. The Medium-term Management
Plan “SHIFT 2019 -Fusion-" is positioned as one step forward
toward a “new phase of growth” for the realization of the aim, and
establishes the acceleration of new business creation through
“technology fusion” as one of the top priorities. Actively promoting
the fusion of in-house technologies with those from outside, the
Company is working to increase the pace of commercialization in
the new markets and fields that will play a part in the Group’s future
while creating attractive themes that look beyond at what will follow.

Forming the basis of these efforts are the 25 technological
platforms with direct links to the Group’s two business domains,
“Residential and Social Infrastructure Creation” and “Chemical
Solutions.” These are the fundamental technological platforms that
support the Group’s product lineup and should even be said to
be the source of its competitiveness that has been cultivated over

many years. An example of this would be our processing,
which imparts smart value to components and our mold-
ing that enhances the functionality of materials. In this

25 Technological Platforms
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In fiscal 2018, SEKISUI CHEMICAL Group introduced
several new products to the market. Working to bolster initiatives
aimed at addressing rebuilding demand, the Group launched New
Parfait to further fortify its product lineup. Steps were also taken
to inject other products into the market including a non-flamma-
ble urethane thermal insulating foam material for onsite use, the
first of its kind to acquire approval from Japan’s Ministry of Land,
Infrastructure, Transport and Tourism as an organic non-flammable
material. Looking ahead, SEKISUI CHEMICAL Group will continue
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to actively introduce new products in fiscal 2019 as a part of efforts
to secure a new phase of growth.

In contrast, as an independent research unit the center within
Corporate headquarters is conducting research into themes that
present extremely high technical hurdles to be addressed over
medium- and long-term timeframes, large-scale themes spanning
the entire Company, and new business domain themes which we
have never challenged before as a group.

For example, SEKISUI CHEMICAL Group participated in
EcoPro 2018 -International Exhibition on Environment and Energy- in
December 2018. Here, the Group’s film-type perovskite photovoltaic
battery drew wide-ranging attention and expectation as a next-gen-
eration solar cell. In addition, the Group is moving steadily toward
the world’s first practical application of a bio-refinery technology that
converts waste into ethanol. Through these and other initiatives,
SEKISUI CHEMICAL Group is actively promoting the development
of other themes with a view to creating new businesses.

Moreover, divisional companies and Corporate headquar-
ters are bringing to the table their respective capital while engag-
ing in co-development activities to promote a variety of fusion
themes. SEKISUI CHEMICAL Group has also established the
New Innovation Committee (NIC) as a forum to support these
endeavors. The NIC is comprised of officers who oversee the
Group’s R&D, manufacturing, business strategy and human

Film-type Perovskite Photovoltaic Battery
The perovskite photovoltaic battery is attracting wide-
spread attention as the next generation of photovol-
taic modules. SEKISUI CHEMICAL Group is actively
engaged in development utilizing a highly efficient roll
to roll (R to R) production process that employs film
substrates. Because of their lightweight and flexible
properties, there are expectations that fim-based
perovskite photovoltaic modules will  significantly
broaden potential installation locations including such
large surface areas as curved rooves.

resources functions, and is charged with the responsibility of
calling for and evaluating themes with the potential for fusion.
Those themes considered worth pursuing are then supported
either through corporate expenses or through the dispatching of
personnel. Several themes have already been approved and are
in the process to realization.

As one example, SEKISUI CHEMICAL Group is taking prepara-
tory steps to develop a Town Energy Management System (TEMS)
under which the Company will purchase excess electricity gener-
ated solar power generation cells from customers living in SEKISUI
HEIM houses. In addition to supplying this excess electricity to cus-
tomers living in SEKISUI HEIM houses that are not equipped with
power-generating facilities, the purchased power will also be made
available use at domestic plants and business sites of the Group.
Plans are in place for this service to begin from fiscal 2019.

Strengthening Manufacturing Capabilities

The Group is working to promote R&D that helps to create new
products. At the same time, the Group is placing equal emphasis on
strengthening its manufacturing capabilities in a bid to reinforce the
competitive advantage of its existing products.

In the Medium-term Management Plan “SHIFT 2019 -Fusion-,”
we stated “minimizing manufacturing risk and fortifying our ability
to respond to the new era of manufacturing”™ as a policy relating
to manufacturing capabilities. Regarding the building of a culture
to reduce manufacturing risk as one of its priority measures, the
Company will promote the strengthening of CS quality infrastructure
by, for example, promoting the intrinsic safety of equipment and the
thorough promotion of safety-aware human resource development
as well as the building of a CS quality information knowledge sys-
tem. As part of our efforts to bolster our manufacturing capabilities,
we will use quantitative assessments of our production technology
capabilities to strengthen our technical capabilities in automation
and information technologies, while accelerating the introduction
of new technologies relevant to ICT/IoT technologies. At the same
time, we will further enhance our manufacturing core strengths
through the nurturing of manufacturing human resources, as we
have been doing up to now.

Such organizational approach will enable the Group to engage
its prominent technologies and quality in the continuous develop-
ment of new frontiers in the domains of “Residential and Social
Infrastructure Creation” and “Chemical Solutions” for the better-
ment of the environment and the people’s lives in the world.

*The Third Industrial Revolution: [T/Information Society; The Fourth Industrial
Revolution: Al

Human Resources and
Benefits for R&D and Manufacturing

The Group presents Great Invention Awards to acknowledge
researchers and engineers that have created highly unique and inno-
vative inventions with the potential to become profitable technolo-
gies and products. These awards and the accompanying monetary
endowment are one way the Group demonstrates its recognition of
and appreciation for its talented researchers and engineers.

So far in the current fiscal year, certification has been awarded
to advancements in conductive fine particles and anisotropic con-
ductive materials.

The Group has also established a specialist position system
for researchers and engineers with highly specialized skills. The
system selects exceptional individuals who have been recog-
nized as possessing highly advanced skills and appoints them to
uniquely defined specialist positions. The system promotes ongo-
ing development and aims to cultivate outstanding researchers
and engineers recognized both inside and outside the Company.
As of April 2019, 21 people held specialist positions.

The Group introduced the Meister position to recognize
individuals that exemplify the range of manufacturing skills and
technical objectives of the Group. The position is intended to pro-
mote the Group tradition of superior skill and craftsmanship and
increase the motivation of each and every technician. As of April
2019, 3 people held Meister positions. Cultivating and encourag-
ing the Group’s talented manufacturing technicians by acknowl-
edging their highly refined skills inspires motivation and will further
elevate the Group’s high level of manufacturing expertise in the
years to come.
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Intellectual Property

Fundamental Policy on Intellectual Property

Intellectual property is an important management resource that
underpins growth and revenue aimed at optimizing corporate
value. Accordingly, SEKISUI CHEMICAL Group places consider-
able emphasis on strategic IP activities in order to maximize its
technological prominence and contribute to business growth.
Among a host of activities, the Group identifies business strategies
based on an analysis of the competitive environment. To this end,
SEKISUI CHEMICAL Group assesses the IP landscape, which
includes a review of IP, market and peer data. The Group also
engages in IP portfolio management.

Intellectual Property Management System
and Major Activities

SEKISUI CHEMICAL Group has set up independent intellectual
property divisions at its Corporate headquarters and at each divi-
sional company. This takes into account the Group’s divisional
company structure and enables the Group to promptly engage
in activities that are attuned to the business environment of each
divisional company.

The intellectual property divisions, the business divisions, and
the R&D divisions at each divisional company are tasked with con-
stantly maintaining cooperation and periodically holding Intellectual
Property Strategy Committee meetings for divisional company
presidents. Through these means, the Group is able to engage in
activities that facilitate the building of an IP network almost to the

complete exclusion of competitors.

The Intellectual Property Division at the Group’s Corporate
Headquarters is responsible for the planning and drafting of basic
IP strategies that are common to the entire Group, IP education
and training as well as management of the patent management
system. Taking into consideration its corporate R&D mission of
creating new businesses, SEKISUI CHEMICAL Group draws
on an analysis of the IP landscape at an early stage to engage
in strategic IP activities that allow it to overwhelmingly succeed
while continuously dominating the market.

SEKISUI CHEMICAL Group has adopted a new two-tiered
IP education and training system from fiscal 2018. In addition to

V/WWWWWWWWWWWWWWWW

R&D, Manufacturing, and Intellectual Property Management System

Headquarters

a basic IP education and training component that covers areas
common to both Corporate headquarters and each divisional
company, this new two-tiered IP education and training system
contains a second component aligned to the particular features
of each divisional company that is designed to enhance practical
skills. Moreover, steps were taken to update the patent manage-
ment system in May 2018 in order to maximize the contribution
to strategic IP activities.

In this way, the intellectual property divisions at Corporate
headquarters and at each divisional company are endeavoring to
build a close-knit Group-wide IP structure while engaging in stra-
tegic IP activities that are attuned to the business environment.
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SEKISUI CHEMICAL Group recognizes the importance of providing products and services that consistently
satisfy and appeal to customers. Only in this way can the Group truly strengthen its ties with society and
stakeholders. Accordingly, every effort is made to enhance the quality of our human resources, products, and
systems while targeting the quality that will always be specified by customers. At the same time, we adhere
strictly to a policy of CSR procurement and promote green procurement when seeking to purchase raw materi-
als. We also refrain from the use of conflict minerals associated with inhumane acts.

Cognizant that the Company is a member of society, we support the social contribution activities of
employees in each of three fields: the environment, the next generation, and local communities.

CS & Quality Management—Pursuing a
level of quality that is always specified by
customers

Since 1999, SEKISUI CHEMICAL Group has practiced cus-
tomer satisfaction (CS) management. In 2004, we coined
the phrase CS & Quality in the belief that customer satis-
faction and quality are inseparable. We began CS & Quality
Management to consistently deliver value to our customers
so that they will always choose our products and services.
As we consider customer’s feedback as the beginning of our
manufacturing activities, we are actively honing the Quality
of Our People, the Quality of Our Systems, and the Quality
of Products and Services. In this manner, the Group is work-
ing in unison to consistently deliver the quality that is always
specified by customers.

On-site Manufacturing Supports Quality

Recognizing that it is the fields of manufacturing devel-
opment that support quality, since fiscal 2006 SEKISUI
CHEMICAL Group has focused its efforts on innovation in
production. Based on its belief that quality defects lead to

higher costs arising from handling complaints or increased
waste, we are trying to reduce costs by targeting the “three
zeros” of accidents, waste, and complaints.

Preventing Quality Fraud

In light of the frequent occurrence of quality control related
fraud from 2017 to 2018 in Japan, SEKISUI CHEMICAL
implemented an in-house investigation to confirm that our
quality data is not fraudulent and that inspection has not
been conducted by uncertified personnel for all products
throughout the Group in order to ensure that we do not put
the lessons learned by others to waste. As a result, we have
confirmed that there are no cases of deficiencies regarding
certification of auditors, official certification and quality that
hold the risk of violation or fraud.

SEKISUI CHEMICAL Group will continue to ensure
that the specifications agreed upon with our customers are
observed and that we re-instill an awareness of compli-
ance for the purpose of enhancing our quality assurance
capability. At the same time, by ensuring the reliability and
transparency of inspections, we will continue to implement
in-house quality control investigations that extinguish any
potential for fraud.

Systems for Employees to Share Customer Feedback
SEKISUI CHEMICAL Group’s Customer Consultation Office
receives over 10,000 inquiries and comments every year.
The Group directly answers each inquiry and analyzes the
factors that motivated the customer to make the inquiry
in the first place, in order to discover the hidden needs of
customers. Having published
VOICE, a summary of the
inquiries received by Customer
Consultation Office, the Group
is working to reflect customer
feedback in management activi-
ties, cultivate and instill a culture
of CS & Quiality in all employees,
and promote understanding
of these issues in Group-wide
businesses in a manner that
transcends particular opera-
tional areas.

T AT N@IE L AN it s, SEISUL

VOICE ..

CS & Quality Medium-term Plan Progress

The Group has identified two themes for CS & Quality
Management. One of these is the number of major quality
issues*! and the other is the external failure costs*. In fis-
cal 2018, there was one incidence of a major quality issue.
This was the first incidence of a major new product* qual-
ity issue within the period of the current medium-term plan.
External failure costs decreased compared with fiscal 2017.
To achieve zero major quality issues in the future, we aim
to improve Basic Qualities by ensuring thorough adherence
to the practice of Development Guidelines and Everyday
Management Guidelines throughout the entire Group.

SEKISUI
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We aim to continue to decrease external failure costs
by rolling out across the entire Group a more robust quality
assurance system, management of changes and alterations
to this system, and quality risk-reduction activities based on
the prevention of defects.

*

A

Major quality issues: Problems related to product and service quality that could
cause significant damage to customers, society, or SEKISUI CHEMICAL Group if
not thoroughly resolved on an urgent basis.

*2 External failure costs: Costs arising from responding to product-related complaints.
*3 New product: A challenging product selected by divisional companies through the
development of new fields and technologies.

Materials Procurement

SEKISUI CHEMICAL Group regards openness, fairness and
equity, legal compliance mutual trust, and consideration for
the environment as the basis of its CSR procurement. We will
strengthen the harmonious and mutually beneficial partner-
ships with our business partners through fair transactions.
We actively request that all our suppliers ensure superior
quality, take into consideration the environment, comply with
the relevant laws and social norms in each of the countries
and regions in which they operate, and conduct health and
safety activities in their own companies.

Caring About Human Rights Issues Across the Entire
Supply Chain

Through CSR procurement with our suppliers, we make sure
our business partners respect human rights. With regard
to suppliers that do not meet the prescribed standards, a
request is made to ensure that the necessary steps are taken
to resolve any issues. SEKISUI CHEMICAL Group works
together with suppliers in the implementation of appropriate
measures. We are making progress with the development
of mechanisms, designed specifically for our overseas busi-
ness partners and suppliers, to encourage improvements

via our regional headquarters. Following upon the survey
implemented in fiscal 2017, in fiscal 2018 we assessed the
status of human rights related initiatives among the major
suppliers for Group Companies in the Asian and Oceania
regions by implementing the CSR procurement survey. As
a result, we confirmed that no major human rights infringe-
ments, including child labor and forced labor, occurred at
our major suppliers.

Addressing the Issue of Conflict Minerals

SEKISUI CHEMICAL Group is concerned about the conflict
mineral problem, namely the mineral resources controlled
by armed forces in the Democratic Republic of Congo and
neighboring countries that commit human rights violations
and destroy the environment. We conduct surveys on the
use of conflict minerals at companies throughout our supply
chain from a CSR perspective. We put our “Conflict Minerals
Survey Guidelines” into effect in April 2017. These guidelines
were newly formulated for each Group division* responsible
for receiving survey requests for conflict minerals from sup-
pliers and for conducting the surveys. In fiscal 2018, we con-
ducted 569 conflict mineral surveys (as of June 18, 2019) at
SEKISUI CHEMICAL’s Urban Infrastructure & Environmental
Products Company, High Performance Plastics Company,
and the Group companies of each. We were unable to iden-
tify any conflict minerals among the surveyed companies.
However, there were some issues such as the smelting facil-
ity being unclear for 2 of these surveys. These surveys will
continue to be implemented in fiscal 2019.

*For the quality control department of each divisional company factory and the quality
control departments of affiliated

Addressing the Procurement of Timber Materials

We have been implementing Timber Procurement Surveys
for Housing Company suppliers since fiscal year 2015, and
Timber Procurement Survey Guidelines for the procurement
departments of each divisional company were established in
2017. Implementation of the guidelines began in April 2018.

In order to contribute to the eradication of deforestation as
well as the sustainable use of timber resources, every effort
is made to ensure that the timber used in products is logged
in accordance with statutory and regulatory requirements.
In fiscal 2018, we conducted a survey based on the Timber
Procurement Survey Guidelines for all companies. The
results confirmed that all of the timber was logged in accor-
dance with statutory and regulatory requirements for the
business partners (39 companies) of the Housing Company.

Social Contribution Activities

As a company that lives together with the local commu-
nity, the Group promotes social contribution activities in the
areas of the environment, the next generation, and local
communities. For example, on an environmental theme we
encourage forest preservation activities, the preservation of
biodiversity, and greening activities. Positioning these activi-
ties as a hallmark of our initiatives as a corporate citizen in
tune with the needs of society, we also support the activities
of Group employees to give back to society.

Social Contribution Activities

On-site Science Classroom
for Children

Providing Medical Services to
Villagers in India
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Natural Capital

The air, water, and land that constitute our plant provide a healthy living environment for its inhabitants and
foster robust biodiversity. Our daily lives and economic activities are sustained by the natural capital* provided
by our planet. SEKISUI CHEMICAL Group is aiming for the planet and society to remain like this. In addition to
halting the deterioration of natural capital, such as by reducing greenhouse gas (GHG) emissions, promoting
the recycling of resources, and reducing the burden on ecosystems, the Group contributes to making returns
to natural capital through such means as expanding sales of its Environment-Contributing Products that con-
tribute to the environment, while engaging in daily business activities toward achieving a world in which bio-

diversity is preserved.

*Natural capital: A term that refers to physical capital, such as soil, air, water, minerals, flora and fauna, as well as biological capital, human capital and social capital.

Long-term Environmental Management
Vision “Sekisui Environment Sustainability
Vision 2030”

SEKISUI CHEMICAL Group formulated the Long-term
Environmental Management Vision “Sekisui Environment
Sustainability Vision 2030,” the basis of its environmental
activities, to advance environmental management. The Group
will engage in environmental management based on con-
tributions in three areas —“Expand and create markets for
Environment-Contributing Products,” “Reduce environmental
impact,” and “Conserve the natural environment” —to give
back more to the Earth than is taken” by 2030. We aim for a
“world in which biodiversity is conserved” by reaching a return
rate to natural capital of 100% or higher by 2030 and thus
achieving sustainable use of the earth’s natural capital.

Environmental Medium-term Plan

“Sekisui Environmental Sustainability

Plan: Accelerate” (FY2017-2019)

We have established and are implementing a three-year
Environmental Medium-term Plan for fiscal 2017 through

fiscal 2019 based on backcasting from our Long-term
Environmental Vision. This Environmental Medium-term Plan,
“Sekisui Environmental Sustainability Plan: Accelerate,” will
accelerate various initiatives aimed at achieving the posture we
have depicted for 2030 in our Long-term Environmental Vision.

Integrated Index

“Sekisui Environmental Sustainability Index”

The Sekisui Environmental Sustainability Index represents
the impact on the environment caused by the activities of
SEKISUI CHEMICAL Group companies (the use of natural
capital) and their degree of contribution to the environment
(returns to natural capital) as a single indicator. Starting in
fiscal 2017, the “rate of return to natural capital,” as reflected
in this index, is being used as a KPI to manage the overall

M Sekisui Environmental Sustainability Index

FY2018 FY2019 FY2030
(Result) (Medium-term Plan) (Target)

92.8. 90.. 100

progress of Group companies’ environmental management.

In fiscal 2018, setting the use of natural capital (the
impact on the environment) at 100, the return of natural
capital (contributions to the environment) was 92.8%. One
of the factors in this achievement was expanding the contri-
bution from the products, including solar power-equipped
houses and interlayers to address sound and heat insula-
tion in vehicles. Increasing the “product contribution,” as
reflected in this index, and bringing about an improvement
in the return to natural capital are also linked to improving
the environmental efficiency of SEKISUI CHEMICAL Group
customers. (PP.26)

Promotion System

Environmental Management System

The CSR Committee headed by the president and the
Environmental Subcommittee of SEKISUI CHEMICAL Group
report on CSR-related issues, afterward determining CSR
policies and initiatives for the entire Group. Their reports are
then submitted to the Board of Directors for approval and
subsequent implementation. Each business site manages
its environmental activities through an environment manage-
ment system based on ISO 14001.

Complying with Environmental Laws and Regulations
The Group has set its own environmental management tar-
gets, such as for reducing emissions into the atmosphere
and water environments, which are tougher than legal regu-
lations. Each business site strictly follows these internal
targets. We aim to prevent environmental accidents before
they occur by conducting internal environmental audits to
unveil latent environmental risks.
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Usage of Natural Capital

Climate Change

We will continue to work toward reducing GHG emissions at
every stage of our business activities from the procurement
of raw materials to development, manufacturing, transport,
and use with the COP21 (Paris Agreement) objectives at the
forefront of our decision-making. (»P.26,30)

M Reducing GHG emissions attributable to
Business Activities (vs. FY2013)

FY2018 FY2019
(Result) (Medium-term Plan)

'2.3% 'B.U% or more

SEKISUI CHEMICAL Group is also actively engaged
in environment-contributing investments that contribute
to reducing greenhouse gas emissions from its produc-
tion divisions. In regard to the electricity that accounts for
about half of these greenhouse gas emissions, we are
reviewing our selection criteria for electric power suppliers
with an eye toward cutting costs and CO2 emission coef-
ficients. Moreover, we are increasing our utilization ratio for

Example of the environment-contributing investment

SEKISUI S-LEC AMERICA, LLC (SSA), a consolidated subsidiary based
in North America, installed a photovoltaic power generation system at
its headquarters and plant site in July 2018. This photovoltaic power
generation system is projected to produce an amount equivalent to
roughly 10% of SSA's annual power usage and reduce GHG emissions.

renewable energy by advancing the introduction of solar
power equipment to generate electricity for use at the plant
or facility in which it was installed.

Efficient Use of Resources

With regard to waste, we strive to thoroughly implement
the “8Rs” (reduce, reuse, and recycle) throughout entire life-
cycles. We also engage in Zero Waste Emissions Activities
that reuse as resources all the waste generated due to our
business activities.

Conservation of Water Resources

Identifying the impact of water resources on business con-
tinuity and reflecting this into our BCP. SEKISUI CHEMICAL
Group recognizes that conveying the importance of safe
water supply and water infrastructure to customers is critical
for business sustainability since we supply products for infra-
structure for water supply, storage and drainage. In addi-
tion, the Group also realizes that contributions to preserving
water resources through its businesses will help achieve one
of the 17 Sustainable Development Goals (SDGs): “access
to safe drinking water and sanitation.”

Chemical Substance Management

Since fiscal 1999, SEKISUI CHEMICAL Group has set and
worked toward its own targets for reducing emissions and
the transfer of chemical substances in addition to imple-
menting efforts such as the Product Assessment System
for Environmental Impact*' and the Green Procurement
System*?. Periodically we also review chemical substances,
in accordance with the establishment and amendment of

relevant laws and regulations.

*1 Product Assessment System for Environmental Impact: A system for assessment
of the environmental impact of product development all the way from raw material
procurement through manufacture, use, disposal, transport and all other stages.

*2 Green Procurement System: A system of giving priority to choosing raw materials,
parts, etc. with lower levels of environmental impact when procuring them.

Environmental Impact Assessment
SEKISUI CHEMICAL Group undertakes an evaluation of the
environmental effects of products across all stages from

product planning, development, and mass prototyping to
marketing and initial distribution.

Return of Natural Capital

Environment-Contributing Products

SEKISUI CHEMICAL Group defines products that have dem-
onstrated a high level of environmental contribution when
used by customers as Environment-Contributing Products.
Environment-Contributing Products are contributing to the
return of natural capital by creating and expanding markets.
(PP.26-29)

In fiscal 2018, new registrations exceeded targets.
SEKISUI CHEMICAL Group also achieved its Environment-
Contributing Products sales ratio target. Meanwhile, SEKISUI
CHEMICAL Group is increasing sales of Environment-
Contributing Products through new registration. This is in
turn attributable to growth in zero energy houses (ZEH) in
Japan and a reaffirmation of the value of pharmaceuticals
and drug manufacture support in the Group’s medical oper-
ating which expanding globally.

M Ratio of Sales of Environment-Contributing Products

FY2018 FY2019
(Result) (Medium-term Plan)

56.3% 60% or more

Conserving the Natural Environment

Having incorporated items relating to biodiversity into its
Environmental Management Policy in April 2008, SEKISUI
CHEMICAL Group formulated guidelines in 2011. The Group
has striven to conserve the natural environment, including
in terms of biodiversity, through both environmentally con-
scious business activities and actions to preserve the envi-
ronment undertaken around the world.
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In order to promote both the defensive
and offensive attributes of the gover-

nance function, |1 will help monitor and
supervise the activities of management
while providing the impetus required to

explore new businesses.

SEKISUI CHEMICAL Group is working diligently to
upgrade and expand the governance function, which
underpins every aspect of its business activities, in
an effort to enhance the fairness and transparency of
management. We spoke with Yutaka Kase, who has
served as an outside director since June 2016, and
solicited his thoughts on the unique features that dis-
tinguish corporate governance at SEKISUI CHEMICAL
Group as well as his frank opinion on pending issues.

Me

Yutaka Kase

Outside Director

Tsuyoshi Okano

Interviewer

Head of Investor Relation Group
Business Strategy Department

The Role of an Outside Director

How do you view your role as an outside director?
Kase: While serving as an outside director at several com-
panies in the past, | have focused mainly on ensuring that
business activities remain sound and determining whether
management is inherently transparent and fair.

Historically, the Board of Directors at a large num-
ber of Japanese companies have been comprised solely
of in-house officers. This has in turn created difficulties in

conveying information to top management. With this in
mind, outside directors must play an independent role and
provide counter as well as opposing opinions to company
presidents and other directors as and when required.

In addition to promoting the defensive attributes of
the governance function by monitoring and supervising
the activities of management, outside directors must also
showcase the positive attributes by providing the impetus
to explore new opportunities. While helping to evaluate
the potential of each new business, the role of an outside
director then extends to the promotion of strategic invest-
ments as needed.

Taking the aforementioned into consideration, diversity
is key in securing a broad range of external opinions. In this
sense, SEKISUI CHEMICAL Group’s outside directors bring
to the table a wide range of perspectives. A large portion of
my career, for example, was spent at a general trading com-
pany. For his part, Mr. Oeda is well versed in manufacturing
focusing mainly on food-related fields and Mr. Ishizuka, who
retired in June 2019, has a background in retail. While all
experienced executives, this diversity in specialist expertise
helps ensure extremely well-balanced management.

Throughout your career in top management you have
served as an outside director at several companies.
Undoubtedly, this has provided you with a wealth of
experience. What motivates you when accepting to
serve as an outside director and what do you see as
your sense of mission?

Kase: During my days as chairman of Sojitz Corporation, |
was asked to serve as an outside director at Astellas Pharma
Inc. As a company that is widely recognized for its advanced
governance, | saw it as an opportunity to gain invaluable
knowledge and experience.

Building on this extremely fruitful period, | have since
served as an outside director at multiple companies.
Including my time at relatively small owner/proprietor com-
panies, | have been motivated to make use of my experience
within the managements of other companies.

SEKISUI
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Diversity and Effectiveness of the
Board of Directors

Can you provide us with specific details of the gover-
nance function at SEKISUI CHEMICAL Group starting
with the Board of Directors? There have been grow-
ing calls to include women and foreign nationals in the
Boards of Directors of Japanese companies in recent
years to ensure that a wide range of diverse perspec-
tives and values are included in management. What are
your thoughts on the diversity of SEKISUI CHEMICAL
Group’s Board of Directors?
Kase: If we confine our discussion to just women and for-
eign nationals, SEKISUI CHEMICAL Group may indeed have
fallen short in efforts to promote diversity. If we look at the
Company’s Audit & Supervisory Board members, however,
we see a wealth of disparate backgrounds and experience
that span the legal, quality control, academic, and account-
ing professions. While all outside directors have experience in
top management, each is a specialist in a different field. This
in itself is a measure of diversity. In April this year, SEKISUI
CHEMICAL Group internally promoted its first female execu-
tive officer. Steps have also been taken to promote diversity
through the appointment of women to the positions of out-
side director and Audit & Supervisory Board member in June.
| must point out that the issue here is not the increase in
female and foreign national appointments. Of critical impor-
tance is the effort made to promote open and constructive
debate within management. For example, | know Ms. Ishikura,
who was newly appointed an outside director in June 2019,
and can vouch for her extensive knowledge across a wide
range of fields. Bringing also to the table her perspectives as
a woman, | am convinced that she will contribute significantly
to the governance of SEKISUI CHEMICAL Group.

How active are the discussions of the Company’s Board
of Directors? Can you tell us about some of the Board’s
features including the way in which issues are identified
and progressed?

Kase: | believe that SEKISUI CHEMICAL Group’s Board of
Directors engages in the lively and transparent exchange of
opinions and extremely vigorous debate.

In particular, | can sense the strong enthusiasm with
which president Koge addresses issues relating to ESG
management. | feel that a large portion of the Company’s
governance function is underpinned by the efforts of top
management to take the lead in positioning contributions to
the global environment and society as key pillars of its busi-
ness activities.

Can you also give us your thoughts on the effectiveness
of the Board of Directors?

Kase: The Board of Directors is not just a ceremonial show-
piece. It is a forum for concerted discussion and debate.
Prior to each meeting, Mr. Kato provides a detailed and
thoughtful explanation of each agenda item. This helps to
ensure that outside directors are provided with the infor-
mation necessary to fully participate. Taking into consider-
ation these elaborate steps, Board of Directors’ meetings
are conducted in a brisk and lively manner. The procedures
that the Company has put in place assures that the Board’s
effectiveness is more than sufficient.

Initiatives Aimed at Promoting Compliance

From a defensive standpoint, efforts by outside direc-
tors to monitor and supervise management are key
components of the governance function. What is your
impression of the Company’s systems for securing
compliance and preventing scandals?

Kase: SEKISUI CHEMICAL Group reflects sincerely on
past compliance issues and works diligently to put in place
the necessary countermeasures to prevent a recurrence.
Rather than just a mere formality, however, it is vital that
top management remains fully involved. In addition to instill-
ing a thorough awareness toward the importance of sound
management among all employees, it is critical to maintain

Mr. Yutaka Kase

Previously served as President & CEO of Sojitz Corporation,
Representative Director and Chairman of Sojitz Corporation, etc. Outside
director of our Company from June 2016. Chairman of the Nominating
and Remuneration Advisory Committee since June 2019.

a constant state of vigil. Despite all the best intentions and
promotion of preventative measures, compliance issues and
scandals will nevertheless happen when they happen. In this
event, it is absolutely vital to respond in a timely manner and
ensure proper disclosure.

In recent years, SEKISUI CHEMICAL Group has rap-
idly expanded its overseas businesses through various
means including M&As. Can we have your thoughts on
governance and compliance from a global perspective?
Kase: Properly grasping the operations and management
status of subsidiaries outside Japan becomes increas-
ingly difficult as the Group’s overseas network continues
to expand. When an issue actually arises, or is anticipated,
it is imperative to have in place a mechanism that garners
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information in a timely manner and allows the Company’s
head office Board of Directors to engage in proper debate.

About the Roles of Top Management and
the Chairperson of the Board of Directors

Thank you for providing us with your views on gover-
nance from a wide variety of viewpoints. Do you have
any thoughts on current issues?
Kase: | believe that the Company’s current structure and
systems well maintained. If | were to voice an opinion, how-
ever, it would concern the position of Board chairperson.
The position of chairperson at SEKISUI CHEMICAL
Group is currently vacant. As such the president spearheads
the Board of Directors. From purely a personal standpoint, |
would prefer that this position be filled by an individual other
than the chief executive. Should a company president serve
concurrently as chairperson, difficulties may arise in holding

oneself responsible for a slump in operating results or a scan-
dal. Taking into consideration the need for fairness and
transparency, a separate Board chairperson would be in the
position to more appropriately handle such a situation. Given
this scenario, shifting to a structure in which the Director and
Chairperson spearheads the Board is more likely to benefit
the Company.

Succession Planning and
Remuneration Systems

What are your thoughts on succession planning?
Kase: A succession plan should not simply focus on iden-
tifying next-generation candidates with the potential to lead
a company going forward. Starting from an earlier phase,
plans should include how to nurture senior executives. This
would allow members of the Nomination and Remuneration
Advisory Committee to responsibly voice their opinion on a
qualified candidate during debate. | would therefore like to
see the Company upgrade and expand its succession plan
to include training and development at the candidate stage.
Moreover, it is vital that a third-party, external profes-
sional organization evaluate officers.

Can you comment on the Company’s remuneration system?
Kase: Global trends would suggest the importance of
remuneration calculated in line with performance and results
based on a definitive formula.

While the Company’s remuneration system is cur-
rently comprised of the three fixed, performance-based,
and long-term incentive components, each amount is not
determined automatically. Looking ahead, | would like to see
SEKISUI CHEMICAL Group shift to a system where each
component is determined automatically at the time of the
Company’s earnings announcement eliminating the need
for arbitrary input from top management. | believe this is a
new issue for consideration by members of the Nomination
and Remuneration Advisory Committee. While opinions vary

regarding fixed and performance-based component ratios, |
am in favor of starting at the current 6:4 split before moving
to a formula of around 5:5.

Outlook for SEKISUI CHEMICAL Group

In closing, what expectations do you hold for the
Company and its future?

Kase: SEKISUI CHEMICAL Group is an extremely earnest
company. On several occasions in the past, | have called
directly on a number of the Group’s overseas businesses
and R&D sites. | believe that one of the Company’s prin-
cipal strengths is its technological development capabili-
ties. Looking back over each actual visit, | was especially
impressed by the Group’s frontline FFU* manufacturing
skills. The broad expanse of SEKISUI CHEMICAL Group’s
operations from glass fiber to wood-related products is an
indication of its chemical prowess. First-hand experience
has led me to believe that the Group’s technological capa-
bilities nurtured over many years provide the bedrock for its
overall power.

Another strength lies in the balance and clearly defined
roles of the Group’s three divisional companies. | am convinced
that efforts to promote and expand business in a timely man-
ner has led to each divisional company’s current strengths.
Looking ahead to the new era, positive steps are also being
taken to pursue challenges by nurturing the Group’s medical
products operations into a stand-alone business.

As far as expectations are concerned, | hold high hopes
for the Group’s biorefinery (BR) project and the use of tech-
nology to convert waste into ethanol. Should endeavors in
this area achieve practical application, SEKISUI CHEMICAL
Group can be assured of both rapid and dramatic growth
standing head and shoulders above its competitors in
addressing the global waste problem.

* FFU: Exhibiting a natural wood-like appearance, FFU is a glass fiber-reinforced
foamed polyurethane material. Lightweight, strong and corrosion-free, FFU is applied
across a broad range of areas worldwide including as railway sleepers. » P.49
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Directors, Audit & Supervisory Board Members and Executive Officers (As of July 1, 2019)

Board of Directors

President and
Representative Director
Chief Executive Officer

Teiji
Koge

Representative Director
Senior Managi
Executive Officer
Keita

Kato

Managing Executive
Officer

Yoshiyuki
Hirai

Director
Managing Executive
Officer

Hiroyuki
Taketomo

Director
Managing Executive
Officer

. ' Toshiyuki
b Kamiyoshi

Apr.1976  Joined the Company Apr.1980  Joined the Company Apr.1985  Joined the Company Apr. 1985  Joined the Company Apr. 1983 Joined the Company
June 2005  Director of the Company, President of Nagoya Sekisui Apr.2008  Executive Officer of the Company, Head of Interlayer Film Apr.2014  Executive Officer of the Company, Head of Foam Division July 2011 Director of SEKISUI MEDICAL CO., LTD. Apr.2013  Executive Officer of the Company

Heim Co., Ltd. Division of High Performance Plastics Compan: of High Performance Plastics Compan President of SEKISUI HEIM TOHOKU CO., LTD.

9 pany 9 pany Sept. 2014 Head of Human Resources Group of CSR Department

Oct. 2005  Director of the Company, Head of President’s Office of July 2011 Executive Officer of the Company, Head of New Business Apr. 2015 Executive Officer of the Company, Responsible for CSR Ao 201 E ive Officer of the G Head of Hi Jan. 2014 Executive Officer of the Company

Housing Company Promotion Division of High Performance Plastics Company Promotion Department, Head of Business Strategy pr. 2015 RZZZT;ZZS D;(:)Znom;ni ompany, Riead ot Fuman Head of Sales Management Division of Housing Company

Department

Apr.2006  Director of the Company, Head of Planning & Control Mar. 2013 Executive Officer of the Company, Head of New Business P Ao 2016 Executive Officer of the G R iole for Legal Jan. 2015 Executive Officer of the Company

Department of Housing Company Promotion Division and Head of Research & Development June 2015  Director of the Company, Executive Officer of the pr. Dzepcalnj'tlr‘;eenl ﬁee;;()f :urr?;lpsggé)urecsta‘)sogzlpaertmoénfga President of TOKYO SEKISUIHEIM CO., LTD

Institute of High Performance Plastics Compan Company, Responsible for CSR Promotion Department, g ) y

Apr.2007  Director of the Company, Head of Housing Division and 9 pany Headpof yBusinSss Strategy Department P June 2016 Director of the G Executive Offi the G Jan. 2018 Executive Officer of the Company

Planning & Control Department of Housing Company Oct. 2013 Executive Officer of the Company, Head of Research & une irector of the orrflpany, >I<ecu ve Uticer 0 ef om- Head of Housing Sales Management Division, Head of
July 200 Di  the G R ble for Sales D Development Institute of High Performance Plastics Company Apr. 2017 Director of the Company, Managing Executive Officer Eany, Resp%nswble or Legal Department, Head of Human Housing Renovation Sales Management Division

et mlzl(;u:e‘;dtoi HELE?: néiviiisg): T)?IHoeus?rrl %gfn :rl:&ﬂ* Mar. 2014 Managing Executive Officer of the Company, President ofthe Company, Responsible for Corporate Finance eourees Depermert Head of Administrative Management & Control Depart-
' 9 g Lompany ' aging . pary, & Accounting Department, Head of Business Strategy Apr.2017  Director of the Company, Managing Executive Officer of ment of Housing Company
N B B of High Performance Plastics Company D :

Feb. 2008  Director of the Company, President of Housing Company, epartment the Company, Responsible for Legal Department, Head Mar. 2018 Executive Officer of the Company

Responsibl for Sales Department, Head of Housing Divsion June 2014 E(‘)?Ctg; Of;?;ﬁimpsm ’\ﬂagsrgf‘(;?n;ec(;“g;fsggcggg ?: Apr.2018  Director of the Company, Managing Executive Officer of of Human Resources Department fincumbent] Head of Housing Sales Management Division of Housing Company
Aor 2008 Dieto of he Compeny, Managing BecveOfer i > a th Gompany, Head of Businss Stitegy Departrent Ao 2018 Maragng Bt e f e Conpny

the Company, President of Housing Company Apr. 2015 gg;ngmlieesi%(;:?gfnpisﬁaz;x?ﬁggw?;\oclﬁl?ogﬁ? of the Jan.2019  Director of the Company, Managing Executive Officer Since Mr. Hiroyuki Taketomo was appointed as Director in 2016, he Head of Housing Sales Management Division of Housing Company
Apr. 2009 Director of the Company, Senior Managing Executive pany. 0 pany of the Company, Presider.n of Urban Infrastructure & has imp\er_nented his strong leadership in developing an officers’ Jan. 2019 Managing Execuive Officer of the Company

Officer of the Company, President of Housing Company Jan. 2019 Representative Director of the Company, Senior Manag- Environmental Products [incumbent] remuneration scheme adapted to corporate governance, promot- ’ President of Housing Company

ing Executive Officer of the Company, Head of Business ing diversity management and carrying out work style reform, by : -

Mar. 2014 Director of the Company, Senior Managing Executive Stcr‘ategy Department ey leveraging the broad experience he has gained through back-office Head of Housing Sales Management Division

Officer of the Company, Head of CSR Department, Head - : : Since Mr. Yoshiyuki Hirai was appointed as Director in 2015, he has business execution centering on the human resources department. Head of Town and Community Development Department

of Corporate Communication Department Apr. 2019 Representatve Director of the Company, Senior Managing Exe- made such achievements as strengthening the foundation of global He has also made sufficient achievements in supervising business June 2019 Director of the Company, Managing Executive Officer of
Mar. 2015 President and Representative Director, Chief Executive CUUVEDOWW of Thi‘COf"DfagV, Responsible fOfDESG Manage- management sfructure and promoting consfructive engagement with execution status such as enhancing compliance from a global the Company

Offcer of the Company [incurmbent] ment Department, Head of Business Strategy Department shareholders mainly as the Head of the Business Strategy Department perspective as the executive in charge of compliance. Therefore, the President of Housing Company

July 2019 Representative Director of the Company, Senior Managing by leveraging the knowledge fostered through his abundant experience Company has judged that he would be able to contribute to further Head of Housing Sales Management Division

Reasons for Election of the Director

Since Mr. Teiji Koge was appointed as President and Representative
Director in 2015, he has served as the driving force in taking on the
“Challenge towards new phase of growth” by implementing his strong
leadership, with the aim of maintaining SEKISUI CHEMICAL Group’s
strong corporate presence for 100 years premised on the Group’s
management principles. Furthermore, since June 2018, he has
presided over Board of Directors meetings, encouraged constructive
discussions on management strategies, executed governance reform
to increase the involvement of Outside Directors, and endeavored
to ensure the effectiveness of the Board of Directors. Therefore, the
Company has judged that he would be able to contribute to further
enhancing the corporate value of SEKISUI CHEMICAL Group and thus
re-elected him as a Director.

Chairman of the Board of Directors

Number of Attendance of the Board of Directors Meetings of the Com-
pany: 17 out of 17 Board of Directors Meetings in FY2018 (Attendance
rate: 100%)

Executive Officer of the Company, Responsible for ESG Mana-
gement Department, Head of Business Strategy Department,
Head of New Business Development Department [incumbent]

Reasons for Election of the Director

Since Mr. Keita Kato was appointed as Director in 2014, he has
implemented his leadership and made significant achievements as
President of High Performance Plastics Company. Also, as Head of
Business Strategy Department since January 2019, he has been
overseeing SEKISUI CHEMICAL Group’s management in general as
well as administrative supervision functions of overseas businesses
and properly supervising business execution from a global perspec-
tive. The Company has judged that he would be able to contribute to
further enhancing the corporate value of SEKISUI CHEMICAL Group by
applying such abundant experience and deep insight to the formula-
tion/deliberation and supervision of management strategies, etc. in the
Board of Directors, and thus re-elected him as a Director.

Number of Attendance of the Board of Directors Meetings of the Company: 17
out of 17 Board of Directors Meetings in FY2018 (Attendance rate: 100%)

50 far. As President of Urban Infrastructure & Environmental Products
Company since January 2019, he has been performing his duties
by applying his deep insight; he is also highly knowledgeable of the
stakeholders’ expectations and issues surrounding SEKISUI CHEMICAL
Group. Therefore, the Company has judged that he would be able to
contribute to further enhancing the corporate value of SEKISUI CHEMI-
CAL Group and thus re-elected him as a Director.

Number of Attendance of the Board of Directors Meetings of the Com-
pany: 17 out of 17 Board of Directors Meetings in FY2018 (Attendance
rate: 100%)

enhancing the corporate value of SEKISUI CHEMICAL Group and thus
re-glected him as a Director.

Head of Town and Community Development Department
[incumbent]

Number of Attendance of the Board of Directors Meetings of the Com-
pany: 17 out of 17 Board of Directors Meetings in FY2018 (Attendance
rate: 100%)

Reasons for Election of the Director

Mr. Toshiyuki Kamiyoshi has been engaged in the operations of the
Housing Company for many years and has extensive management ex-
perience, including serving as President of SEKISUI HEIM TOHOKU CO.,
LTD., President of TOKYO SEKISUIHEIM CO., LTD. and Head of Housing
Sales Management Division of Housing Company. Since he was ap-
pointed as President of Housing Company in January 2019, he has
been performing his duties by applying his deep insight and advanced
management capabilities by leveraging the broad experience he has
gained to date. Therefore, the Company has judged that he has high
capabilities necessary for enhancing the corporate value of SEKISUI
CHEMICAL Group and thus elected him as a Director.

SEKISUI
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Directors, Audit & Supervisory Board Members and Executive Officers (As of July 1, 2019)

Board of Directors

Director
Managing Executive
Officer

Ikusuke
Shimizu

Apr.1987  Joined the Company

Independent
officer

Outside Di

Yutaka
Kase

May 1970  Joined Nissho Iwai Corporation

July 2006 President of SEKISUI TA INDUSTRIES, LLC

July 2011 Head of Interlayer Film Division of High Performance
Plastics Company

June 2001  Executive Officer of Nissho lwai Corporation

Apr.2003  Director and Managing Executive Officer of Nissho Iwai
Corporation

Independent
officer
Outside Director
Hiroshi
Oeda

Apr. 1980  Joined Nisshin Flour Milling Inc. (currently Nisshin Seifun
Group Inc.)

June 2008  Executive Officer of Nisshin Seifun Group Inc.

June 2009  Director of Nisshin Seifun Group Inc.

Apr. 2015 Executive Officer of the Company
Head of Foam Division of High Performance Plastics
Company

Apr.2016  Executive Officer of the Company
Responsible for Automobiles & Transportation field
Head of Foam Division of High Performance Plastics
Company

Apr.2018  Executive Officer of the Company
Responsible for Electronic Device Materials field
Head of Foam Division of High Performance Plastics
Company

Jan. 2019  Managing Executive Officer of the Company
President of High Performance Plastics Company
Responsible for Electronic Device Materials field of High
Performance Plastics Company
Director of Sekisui Fuller Company Ltd. [incumbent]

Apr.2019  Managing Executive Officer of the Company
President of High Performance Plastics Company

Apr.2004  Representative Director and Senior Managing Executive
Officer of Former Sojitz Corporation

Aug. 2004  Representative Director and Executive Vice President of
Former Sojitz Corporation

Oct. 2005  Representative Director and Executive Vice President of
Sojitz Corporation

Apr.2007  President & CEO of Sojitz Corporation
Apr.2012  Representative Director and Chairman of Sojitz Corporation

June 2013 Outside Director of Director of Astellas Pharma Inc.
[resigned in 2017]

Mar. 2016 Outside Director of JAC Recruitment Co., Ltd.
[incumbent]

June 2016 Director of the Company [incumbent]
June 2017 Senior Corporate Advisor of Sojitz Corporation

June 2018  Advisor of Sajitz Corporation [incumbent]

June 2019 Director of the Company, Managing Executive Officer of
the Company
President of High Performance Plastics Company
[incumbent]

Reasons for Election of the Director

Mr. Ikusuke Shimizu is highly knowledgeable of the High Performance
Plastics Company's strategic fields including the overseas segment,
having served as Head of Foam Division, Responsible for Automobiles
& Transportation field, Responsible for Electronic Device Materials field
of High Performance Plastics Company as well as President of SEKISUI
TA INDUSTRIES, LLG, etc. Since he was appointed as President of High
Performance Plastics Company in January 2019, he has been per-
forming his duties by applying his deep insight and advanced manage-
ment capabilities by leveraging the broad experience he has gained to
date. Therefore, the Company has judged that he has high capabilities
necessary for enhancing the corporate value of SEKISUI CHEMICAL
Group and thus elected him as a Director.

Reasons for Election of the Director

Since Mr. Yutaka Kase was appointed as Director in June 2016, he has
provided advice with respect to the business management of the Com-
pany at Board of Directors meetings and supervised business execution
appropriately by leveraging his abundant experience and past achieve-
ments regarding global corporate management and business strategy
fostered through his position as a corporate manager of a general
trading company. Therefore, the Company has judged that he would be
able to contribute to further enhancing the corporate value of SEKISUI
CHEMICAL Group and thus re-elected him as an Outside Director.

Number of Attendance of the Board of Directors Meetings of the Com-
pany: 17 out of 17 Board of Directors Meetings in FY2018 (Attendance
rate: 100%)

* Independent officers: defined by the Tokyo Stock Exchange.

Apr.2011  Director and President of Nisshin Seifun Group Inc.

Apr.2017  Director and Executive Advisor of Nisshin Seifun Group
Inc.

June 2017 Special Advisor of Nisshin Seifun Group Inc. [incumbent]
President of Seifun Kaikan Inc. [incumbent]

Mar. 2018  Outsider Director of EBARA CORPORATION [incumbent]

June 2018  Director of the Company [incumbent]

Reasons for Election of the Director

Since Mr. Hiroshi Oeda was appointed as Director in June 2018, he
has been providing advice with respect to the business management
of the Company at Board of Directors meetings and supervising busi-
ness execution appropriately by leveraging his abundant experience
and skill regarding global corporate management, business strategies,
execution of overseas M&A, etc. gained from serving as a manage-
ment executive of the largest milling company in Japan. Therefore, the
Company has judged that he would be able to contribute to enhancing
the corporate value of SEKISUI CHEMICAL Group and thus re-elected
him as an Outside Director.

Number of Attendance of the Board of Directors Meetings of the Com-
pany: 13 out of 13 Board of Directors Meetings in FY2018 (Attendance
rate: 100%)

Independent
officer

Outside Director
Yoko
Ishikura

July 1985  Manager of Japanese branch of McKinsey & Company,
Inc. [retired in 1992]

Apr. 1992 Professor of School of International Politics, Economics
& Communication of Aoyama Gakuin University
[resigned in 2000]

Apr. 2000  Professor of School of International Corporate Strategy
of Hitotsubashi University Business School
[resigned in 2011]

Apr.2004  Outside Director of Japan Post (part-time)
[resigned in 2007]

Oct. 2005  Vice President of Science Council of Japan
[resigned in 2006]

June 2006  Outside Director of Mitsui 0.S.K. Lines, Ltd.
[resigned in 2010]

June 2010 Outside Director of NISSIN FOODS HOLDINGS CO., LTD.
[incumbent]
Outside Director of FUJITSU LIMITED [resigned in 2013]

Apr.2011  Professor of Keio University Graduate School of Media
Design [resigned in 2014]

Apr.2012  Professor Emeritus of Hitotsubashi University [incumbent]

June 2012 Qutside Director of LIFENET INSURANCE COMPANY
[resigned in 2016]

June 2014 Outside Director of Sojitz Corporation [resigned in 2018]

June 2015 Outside Director of Shiseido Company, Limited
[incumbent]

June 2019 Director of the Company [incumbent]

Reasons for Election of the Director

Ms. Yoko Ishikura has advanced academic expertise in international
politics/economics and international corporate strategy, and is well-
versed in corporate management through her experience as outside
director at multiple global enterprises. Furthermore, she has been
actively involved in diversity management and promotion of greater
participation of women, which are areas being addressed by SEKISUI
CHEMICAL Group. Therefore, the Company has judged that she would
be able to contribute to enhancing the corporate value of SEKISUI
CHEMICAL Group and thus elected her as an Outside Director.
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Directors, Audit & Supervisory Board Members and Executive Officers (As of July 1, 2019)

Audit & Supervisory Board Members

Corporate Audit &
Supervisory Board
Member

Moritoshi
Naganuma

Corporate Audit &
Supervisory Board
Member

Apr.1982  Joined the Company Apr. 1982 Joined the Company
Oct. 2003 Head of Administrative Management & Control Depart- Sept. 2004  Director of SEKISUI AQUA SYSTEM CO., LTD.
ment of High Performance Plastics Company General Manager of Business Administration Division of
SEKISUI AQUA SYSTEM CO., LTD.
Oct. 2006  Director of SEKISUI FILM CO., LTD.
) ) July 2009 Director of TOKUYAMA SEKISUI CO., LTD.
Apr.2009  Head .of Accounting Group of Corporate Finance & Ac- General Manager of Corporate Finance & Accounting
counting Department and Planning Department of TOKUYAMA SEKISUI CO.,
0ct. 2010 Head of Corporate Finance & Accounting Department LTD.
Apr. 2015 Executive Officer of the Company, Head of Corporate July 2010 Managing Director of TOKUYAMA SEKISUI CO., LTD.
Finance & Accounting Department General Manager of Corporate Finance & Accounting
and Planning Department of TOKUYAMA SEKISUI CO.,
Apr. 2017 Advisor of the Company LTD.
June 2017 Audit & Supervisory Board Member of the Company Apr.2012  Head of Corporate Audit Department
[incumbent]
Apr.2016  Assistant to General Manager of HR Department
,
June 2016 Audit & Supervisory Board Member of the Company

Mr. Naganuma conducts daily audit activities as a Corporate Audit
and Supervisory Board Member, utilizing his extensive operational
experience and knowledge of finance and accounting. In addition, he
makes appropriate opinions and recommendations that are useful for
deliberations.

Number of Attendance of the Board of Directors Meetings of the
Company: 17 out of 17 Board of Directors Meetings in FY2018
(Attendance rate: 100%)

Number of Attendance of the Audit & Supervisory Board Meetings of
the Company: 18 out of 18 Audit & Supervisory Board Meetings in
FY2018 (Attendance rate: 100%)

[incumbent]

Mr. Hamabe conducts daily audit activities as a Corporate Audit and
Supervisory Board Member, utilizing his wealth of work experience and
knowledge of personnel and audits. In addition, he makes appropriate
opinions and recommendations that are useful for deliberations.

Number of Attendance of the Board of Directors Meetings of the
Company: 17 out of 17 Board of Directors Meetings in FY2018
(Attendance rate: 100%)

Number of Attendance of the Audit & Supervisory Board Meetings of
the Company: 18 out of 18 Audit & Supervisory Board Meetings in
FY2018 (Attendance rate: 100%)

Independent
officer

Outside Audit &
Supervisory Board
Member
Tetsuo
Ozawa

Apr. 1973  Admitted to the bar
Joined Tokyo Fuji Law Office

Apr. 1978 Partner of Tokyo Fuji Law Office

June 2014 Audit & Supervisory Board Member of the Company
[incumbent]

Jan.2016  Representative Partner of Tokyo Fuji Law Office

[incumbent]

Activities since assuming office in June 2014

Leveraging his legal perspective and broad insight as a lawyer, and his
extensive business experience in legal and risk management, focusing
on the field of corporate legal affairs, he provides valuable opinions
and recommendations regarding the establishment and maintenance
of the Group's compliance system. In addition, as a member of the
Nomination and Remuneration Advisory Committee, he makes useful
opinions and recommendations as appropriate.

Number of Attendance of the Board of Directors Meetings of the
Company: 17 out of 17 Board of Directors Meetings in FY2018
(Attendance rate: 100%)

Number of Attendance of the Audit & Supervisory Board Meetings of
the Company: 18 out of 18 Audit & Supervisory Board Meetings in
FY2018 (Attendance rate: 100%)

Independent
officer

Outside Audit &
Supervisory Board
Member

Kazuyuki
Suzuki

Apr.2000  Professor of Graduate School of Information Systems
of the University of Electro-Communications (currently
Graduate School of Informatics and Engineering)

[resigned in 2016]

Oct. 2009  President of Japanese Society for Quality Control,
Incorporated Association (Currently General Incorporated

Association) [resigned in Oct. 2011]

Apr.2010  Professor of Graduate School of Informatics and
Engineering of the University of Electro-Communications

[resigned in 2016]

June 2012 President of Reliability Engineering Association of Japan

[resigned in 2014]

June 2015 Audit & Supervisory Board Member of the Company

[incumbent]

Apr.2016  Emeritus professor of the University of
Electro-Communications [incumbent]
Specially-appointed professor of Graduate School of
Informatics and Engineering of the University of

Electro-Communications [incumbent]

Reasons for election of the Audit & Supervisory Board Member in June 2019

Mr. Kazuyuki Suzuki has deep insight and abundant experience in
quality control and reliability engineering. Since he was appointed to
Audit & Supervisory Board Member in June 2015, he has given useful
opinions and suggestions from an expert's point of view on quality
control, etc. at Board of Directors meetings and Audit & Supervisory
Board meetings, and has contributed to improving the supervisory
functions of the Audit & Supervisory Board and the Board of Directors.
Therefore, the Company has re-elected him as an Audit & Supervisory
Board Member.

Number of Attendance of the Board of Directors Meetings of the
Company: 17 out of 17 Board of Directors Meetings in FY2018
(Attendance rate: 100%)

Number of Attendance of the Audit & Supervisory Board Meetings of
the Company: 18 out of 18 Audit & Supervisory Board Meetings in
FY2018 (Attendance rate: 100%)

Independent
officer

Outside Audit &
Supervisory Board
Member
Ryoko
Shimizu

Apr. 1982 Joined Tokyo branch of Citibank, N.A. [retired in 1985]

Apr. 1989 Joined Chuo Shinko Audit Corporation [resigned in 2007]

Aug. 1992  Registered as Certified Public Accountant

Jan. 2004 Japanese representative member of International Public
Sector Accounting Standards Board of International
Federation of Accountants [resigned in 2005]

Apr.2007  Fulltime Professor of School of Accountancy of Kansai
University [incumbent]

June 2019 Audit & Supervisory Board Member of the Company

[incumbent]

Reasons for election of the Audit & Supervisory Board Member in June 2019

Ms. Ryoko Shimizu has specialized knowledge of accounting in Japan
and overseas as well as abundant auditing experience as a Certified
Public Accountant. The Company has judged that she is well-qualified
for SEKISUI CHEMICAL Group in seeking expansion of its global busi-
nesses and sustained enhancement of its corporate value, and thus
elected her as an Outside Audit & Supervisory Board Member.
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Executive Officer

Teiji Koge

Chief Executive Officer

Housing Company

Urban Infrastructure &
Environmental Products Company

Toshiyuki Kamiyoshi

Managing Executive Officer

President of Housing Company

Head of Housing Sales Management Division

Head of Town and Community Development Department

Futoshi Kamiwaki

Managing Executive Officer
Head of Administrative Management & Control Department

Kenji Yagi
Executive Officer
President of SEKISUI HEIM KINKI CO., LTD.

Shinichiro Koga
Executive Officer
Head of Technology & CS Promotion Department

Masahide Yoshida

Executive Officer
President of SEKISUI HEIM CHUBU CO., LTD.

Masakazu Okada

Executive Officer
President of TOKYO SEKISUI HEIM CO., LTD.

Hirokazu Hisamune

Executive Officer
Head of Housing Renovation Sales Management Division

Akinori Kawase

Executive Officer

Head of Housing Product Research &
Development Department

Yoshiyuki Hirai

Managing Executive Officer
President of Urban Infrastructure & Environmental Products
Company

Akira Nishimura

Managing Executive Officer
Head of Management Planning Department

Kiyoshi Fuijii
Executive Officer
Head of Higashinihon Sales Headquarters

Masabumi Nishimura
Executive Officer
Head of Industrial Piping Systems Division

Takeo Kishitani

Executive Officer
Head of Sheet Division

Hiroki Okubo

Executive Officer
Head of Pipe Systems Division

Yoshiki Deguchi

Executive Officer
Head of General Institute

High Performance Plastics Company

Headquarters

Ikusuke Shimizu

Managing Executive Officer
President of High Performance Plastics Company

Toshitaka Fukunaga

Managing Executive Officer
Head of Technology & CS Promotion Department

Katsunori Mukai

Executive Officer

Head of New Business Promotion Division and Research &
Development Institute

Toshio Konno

Executive Officer
Head of Purchasing Department

Takatsugu Arao

Executive Officer
President of SEKISUI MATERIAL SOLUTIONS CO., LTD.

Akira Asano

Executive Officer

Responsible for Automobiles & Transportation field, Head of
Automobile & Transportation Business Strategy Department

Masayuki Inoue

Executive Officer

Responsible for Building & Infrastructure Materials field,
Head of Building & Infrastructure Materials Business Strategy
Department

Takashi Muramatsu

Executive Officer

Responsible for Electronics field

Head of Electronic Business Strategy Department

Keita Kato

Senior Managing Executive Officer

Responsible for ESG Management Department
Head of Business Strategy Department

Head of New Business Development Department

Hiroyuki Taketomo
Managing Executive Officer
Responsible for Legal Department
Head of Human Resources Department

Hitoshi Kobayashi
Executive Officer
Head of Total Manufacturing Management Center

Masao Ogasa

Executive Officer
Head of R&D Center

Tatsuya Nishida
Executive Officer
Head of Corporate Finance & Accounting Department

Meiko Koga
Executive Officer
Head of Public Relations Department
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Corporate Governance

SEKISUI CHEMICAL Group has put in place a basic philosophy regarding corporate governance that lays out
efforts for securing sustainable growth and increasing corporate value over the medium and long terms. To
help achieve these goals, we are increasing the transparency and fairness of our management and pursuing
swift decision-making and will do so while continuing to meet—through the creation of value for society that is
part of our Corporate Philosophy—the needs of the five types of stakeholders the Group emphasizes: custom-
ers, shareholders, employees, business partners, and local communities and the environment.

SEKISUI Corporate Governance Principles

The Company has established and disclosed the Sekisui
Corporate Governance Principles for the purpose of further
evolving its corporate governance initiatives and communi-
cating our corporate governance approach and initiatives to
our stakeholders.

In addition to the above Principles, the status of the
Company’s initiatives and its approach with respect to all 78
items of the Corporate Governance Code, consisting of the
General Principles, Principles and Supplementary Principles,
are summarized and disclosed in the form of the Initiatives to
Each of Principles of the Corporate Governance Code.

https://www.sekisuichemical.com/about/outline/
governance/index.html

Corporate Governance Systems

(1) Organizational Structure

As an organizational structure under the Companies Act,
the Company has chosen to be a company with Audit and
Supervisory Board. Under the Divisional Company Organization
System, the Company has adopted the Executive Officer
System in order to clearly distinguish the business execution
function from the decision-making function in management.

(2) Roles and Responsibilities of the Board of Directors
Positioned as the body responsible for decision-making con-
cerning the Company's fundamental policies and upper-level
management issues as well as for supervising the execution of
business, the Board of Directors has in place a highly effective

Tz 7 4L,

Corporate Governance System

Appointment/
Dismissal

Initiatives Taken to Enhance Corporate Governance

2Ol Divisional Company Organization System introduced

POIER Executive Officer system introduced Outside Director
system introduced, two independent management
executives invited to serve as Outside Directors

PN SEKISUI Corporate Governance Principles and

Independence standards of Outside Directors
formulated

PR Nomination and Remuneration Advisory Committee
(chaired by Outside Director) established

2R Number of Outside Directors increased by one,

change to three outside director system

General Meeting of Shareholders
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Remuneration
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Board of Directors
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supervisory system for Directors by appointing three sufficiently
experienced Outside Directors to ensure transparency in man-
agement and fairness in business decisions and operations.

(3) Composition of the Board of Directors

The number of Directors shall not exceed 15, and two or more
of them shall be Outside Directors. The Board of Directors of
the Company shall consist of Directors who are of excellent
character, have insight and high moral standards in addition to
knowledge, experience, and competence.

In addition, Audit and Supervisory Board Members,
including Outside Audit and Supervisory Board Members, shall
attend the meetings of the Board of Directors.

The Company ensures diversity among board members
and keeps the number of Directors at an optimal level for
appropriate decision-making that is commensurate with the
business domain and size. The presidents of the divisional
companies, who are the top management of each business
and senior corporate officers with significant experience and
strong expertise, are appointed as inside Directors. Together
with the independent Outside Directors, who have broad
knowledge and experience, and Audit and Supervisory Board
Members with strong expertise, the presidents of the divisional
companies effectively perform the roles and responsibilities of
the Board of Directors and maintain a balance with respect to
diversity, optimal size, and capabilities.

(4) Independent Outside Directors

The Company has appointed three Independent Outside
Directors with the extensive knowledge and experience
in matters such as corporate management and corpo-
rate governance required under the Company’s “Criteria for
Independence of Outside Board Members.” The Outside
Directors provide counsel based on their diverse and objective
perspectives, particularly on priority management issues such
as global development strategy, business model revisions, and
the strengthening of ESG management.

The ratio of Independent Outside Directors to total Board
of Directors members will be reviewed as appropriate, tak-
ing into account any expansion in the scale or scope of the
Company’s business, as well as the overall environment in
which the company operates.

(5) Nominating and Remuneration Advisory Committee
The Company has established an optional advisory committee
concerning nomination and remuneration to further enhance
the fairness and transparency of management. The Nomination
and Remuneration Advisory Committee deliberates matters
related to enhancing the effectiveness of the Board of Directors,
including the nomination and non-reappointment of senior
executives, including representative directors, the nomination
of candidates for Director, and the system of remuneration and
levels of remuneration for Directors. The Committee also dis-
cusses the commissioning of and dealings with advisors or
executive advisors, including former representative directors
and presidents, and submits recommendations and advice
to the Board of Directors. The Nomination and Remuneration
Advisory Committee comprises five members, the majority of
whom are independent Outside Directors. The Chairperson is
elected from the independent Outside Directors.

(6) Transactions between related parties

The Company has taken the following measures to prevent
any transaction between the Company and an officer of the
Company or a major shareholder from harming the interest of
the Company or the common interest of shareholders. The
Board of Directors Regulations stipulate a conflict of inter-
est transaction between the Company and its Director as
a matter requiring the resolution of the Board of Directors.
Actual individual transactions are monitored by the Board of
Directors through the approval or reporting processes. The
Audit & Supervisory Board also audits such transactions
in accordance with the Note of Audit & Supervisory Board
Auditing Standards.

(7) Support for and Collaboration with Directors and
Audit and Supervisory Board Members
To enable the Outside Directors to enhance deliberations at
Board of Directors’ meetings, the Company continuously pro-
vides opportunities for them to deepen their understanding
of the Group’s businesses. This is done, for example, by the
prior distribution of materials for Board of Directors’ meetings
and explanations given beforehand by the executive officer in
charge of the secretariat, orientation visits at the time Outside
Directors are appointed, and inspections of business sites

several times a year. To further enhance the effectiveness of
management supervision by Outside Directors, the Company
is making improvements to the deliberations that take place at
the Nomination and Remuneration Advisory Committee, where
the majority of the members are Outside Directors, and facili-
tating their dialog with Audit and Supervisory Board Members
and corporate auditors.

From the point of view of succession planning, the
Company is strengthening contacts between current man-
agement and next-generation management candidates, for
example by having Outside Directors give lectures at Executive
Officers Liaison Meetings that are held on a quarterly basis and
providing opportunities for Directors, Audit and Supervisory
Board Members and Executive Officers to meet when the
new management system is inaugurated following the Annual
General Meeting of Shareholders.

2404004404kdd

Recognizing the need to ensure cooperation, the Audit & Supervisory
Board and the Outside Directors hold regular meetings to share in-
formation and exchange opinions. The meeting held on April 25,
2019 featured a lively exchange of views and opinions in regard to
the report on Audit & Supervisory Board as well as compliance and
corporate governance-related initiatives.

From the left (Outside Directors): Yutaka Kase, Kunio Ishizuka (retired
June 2019), and Hiroshi Oeda. From the right (Audit & Supervisory
Board members): Kazuyuki Suzuki, Yasuhiro Nishi (retired June
2019), Tetsuo Ozawa, Moritoshi Naganuma (Corporate Audit and
Supervisory Board Member) and Yuichi Hamabe (Corporate Audit
and Supervisory Board Member).

NS

SEKISUI

SEKISUI CHEMICAL Integrated Report 2019 78



Introduction Message from the President & CEO Sustainability Performance Foundation Corporate Governance Data
Reports from Divisional C i Capital that Serves as a Source of Value Creation

Corporate Governance

Composition of the Board of Directors

Directors’ and Audit and Supervisory Board Members’ Outstanding Expertise, Experience and Capabilities**

Nominating and CSR Human
Pasition in the G Number of Remuneration Policy Committee/ Corporate Financial and Labor .
R I e Eu gl Years *' Advisory Committee* R&l;m(;(;nr;nﬁiitee Management/ Affairs/ lsgal Afkairs. | Quality Gonirol Administration/ | - International | Research &
Committee Management A ti Human Mindset Development
Strategy ccounting Resources
Development
President and Representative Director
Telji Koge Chief Executive Officer 14 years O ® ® v v
. Representative Director
Keita Kato Senior Managing Executive Officer 5 years o o o \4 v 4 4
o Director
Yoshiyuki Hirai Managing Executive Officer 4 years o O O v v v
. . Director
Hiroyuki Taketomo Managing Executive Officer 8 years - O o v v v
L . .| Director
Toshiyuki Kamiyoshi Managing Executive Officer - - O O \
o Director
lkusuke Shimizu Managing Executive Officer o o o o \ \ \4 \
Yutaka Kase Independent Outside Director 3 years () — — v v
Hiroshi Oeda Independent Outside Director 1 year O — — v v
Yoko Ishikura Independent Outside Director — O — — 4 v
, , Corporate Audit and Supervisory
Moritoshi Naganuma Board Member 2 years O v
_— Corporate Audit and Supervisory
Yuichi Hamabe Board Member 3 years O v
Independent Outside Audit and
Tetsuo Ozawa Supervisory Board Member 5 years O o o v
) ) Independent Outside Audit and
. 4 — — —
Kazuyuki Suzuki Supervisory Board Member years \
. Independent Outside Audit and
Ryoko Shimizu Supervisory Board Member o o - - 4 4

*1 At the closing of the Annual General Meeting of Shareholders held on June 20, 2019

*2 Policy Committee are held once a month in order to deliberate on important management policies, strategic items, and proposals to be presented to the Board of Directors.
*3 The green circle indicates the chairman or committee chairman.

*4 The list above does not reflect the full range of expertise possessed by the Directors and Audit and Supervisory Board Members
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and Supervisory Board Members, remuneration is made up
Remuneration and Other Compensation of basic remuneration only.
for Officers
<Basic Remuneration>
Basic remuneration within the framework of officer remunera-
tion is a fixed payment determined by the roles and respon-
sibilities of each Director. For executive directors, a portion
of the basic remuneration is required to be used for the
purpose of the Company’s stock through the Officers Stock
Ownership Plan, increasing the emphasis on and awareness
of stock prices in management.

(1) Policy regarding determination of remuneration

and other compensation

Basic policy

The remuneration system policy for officers of the Company

is defined as follows in keeping with the corporate philosophy

of the Group.

e The policy should contribute to continuous growth and
medium- to long-term improvement of corporate value for
the Group

e Officers of the Company should share value with sharehold-
ers and increase their awareness of shareholder focused
management

® The remuneration policy should be highly-connected to
business performance, providing motivation for officers of
the Company to achieve management plan goals

e The policy should provide a framework and baseline which
enables the Company to acquire and keep on staff with a
diverse variety of management talent in order to increase
the competitiveness of the Group

<Bonuses>

The bonus represents the performance-based remunera-
tion, the amount of which is determined based on the pay-
ment standards linked to the business performance of the
Company and each divisional company, ROE (return on
equity), and dividend policy.

<Share-based Compensation>

The share-based compensation is an incentive plan aimed
at further raising motivation to contribute to the improvement
of mid- and long-term business performance and improve
the Group’s corporate value, under which the number of
shares to be granted is determined in accordance with the
position of Directors (excluding Outside Directors). Said plan
has a structure enabling Directors to receive a benefit at the
time of retirement for the results for which they contributed

Remuneration Mindset

Remuneration and other compensation for executive direc-
tors of the Company is made up of basic remuneration,
bonuses, and stock options. For Outside Directors and Audit

Director Compensation in Fiscal 2018 (millions of yen)

Number of Number of Number of Number of
eligible officers Amount eligible officers Amount eligible officers Amount eligible officers Amount
(persons) (persons) (persons) (persons)

Directors 11 308 7 142 7 57 11 508
(Of which external Directors) 3 33 — — — — 3 33
Audit & Supervisory Board Members 5 85 — — — — 5 85

(Of which external Audit & Supervisory

Board Members) 3 28 - - - - 8 28

(Notes) 1. As listed above, the number of eligible officers includes one Outside Director who retired at the close of the 96th Annual General Meeting of Shareholders held on June 27, 2018.
2. The amount paid to directors does not include the portion of employee’s salary (including bonus) amounting to 134 million yen for Directors who concurrently serve as employees.

to enhancing the Company’s mid- and long-term corporate
value in the form of the Company’s shares reflecting such
enhancement in share value, thereby enhancing the link with
mid- and long-term shareholders’ value.

(2) Determination Process for Officer Remuneration
and Other Compensation

In order to achieve the goals of the officer remuneration
system, the Company has established a Nomination and
Remuneration Advisory Committee as an advisory organiza-
tion to the Board of Directors. This committee deliberates on
the structure and levels of Director remuneration and verifies
the validity of remuneration for individuals, carrying out these
processes with objectivity and transparency.

<Overview of Nomination and Remuneration Advisory

Committee Activities>

e This committee is convened by the chairperson
(an Outside Director).

® The agenda items of this committee are introduced by the
committee members, and the secretariat compiles them
and presents them to the chairperson.

e The deliberation results of this committee are reported to
the Board of Directors by the chairperson.

e The Board of Directors carries out final policy determina-
tion, respecting the report of this committee. In addition,
the Directors and members of this committee must carry
out these decisions from the perspective of whether or not
they contribute to the corporate value of the Company and
providing benefit to shareholders. Decisions must never
have the goal of providing individual benefit to the Directors
or committee members themselves, management ranks, or
any other third party.

<Director Company Stock Ownership Guidelines>

In addition to having introduced, for Directors (excluding
QOutside Directors) and divisional company Executive Officers,
a share-based compensation plan to further raise motivation
to contribute to the improvement of mid- and long-term busi-
ness performance and improve the Group’s corporate value,
the Company has established “Company Stock Ownership
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Guidelines” for those who are holding more than a certain
number of shares.

Appointment of Directors and
Audit and Supervisory Board Members

(1) Appointment of Directors and Audit and
Supervisory Board Members

The Company nominates candidates for the Board of
Directors who are of excellent character, and have insight and
high moral standards in addition to knowledge, experience,
and competence. In order to ensure fairness and transpar-
ency in Board of Directors nominations, deliberations are held
by the Nominating and Remuneration Advisory Committee,
with opinions then provided to the Board of Directors, where
the decision on candidates will be made.

At least one of the Audit & Supervisory Board Members
shall be an individual who has knowledge and expertise in cor-
porate finance and accounting and at least one other shall be
an individual who has knowledge and expertise in legal affairs.

(2) Succession planning for the Company President
Supervision and planning for the Company President’s suc-
cessor is conducted in appropriate consideration of SEKISUI
CHEMICAL management principles and strategies. To enhance
the objectivity, timeliness, and transparency of the procedures,
the Nomination and Remuneration Advisory Committee delib-
erates on the eligibility of a candidate for the office of President
over an appropriate period of time, and make recommenda-
tions to the Board of Directors, which then makes a final deci-
sion regarding succession.

Execution of duties by the Board of Directors
and the Audit & Supervisory Board

(1) Execution of duties by the Board of Directors
With the goal of ensuring efficiency in the execution of its

duties, the Board of Directors met 17 times in fiscal 2018.
Important matters relating to the Company’s management
policy and management strategy are discussed at meetings
of the Policy Committee, of which internal Directors are mem-
bers. Following deliberation, matters are passed to the Board
of Directors, where the final decisions are made.

(2) Execution of duties by the Audit & Supervisory Board
The Audit & Supervisory Board confirms the status of the
internal controls system through the attendance of meetings,
including Board of Directors meetings, as well as by investi-
gating related departments, including those at group com-
panies, and confirming approval documents for important
matters. Alongside the implementation of on-site audits, the
effectiveness of the audits has been improved through the
regular exchange of information with internal audit depart-
ments and accounting auditors. With the goal of facilitating
the exchange of information, the Company held 18 meet-
ings of the Audit & Supervisory Board in fiscal 2018. SEKISUI
CHEMICAL also holds meetings and workshops with affiliate
corporate auditors with the goal of improving cooperation
and raising overall audit quality.

Executive Officer System and
Executive Committee

To maximize corporate value, the Company has built its
management structure based on the Divisional Company
Organization System. Together with assigning to each divi-
sional company Executive Officers specializing in business
execution, an Executive Committee has been established
to serve as the top decision-making body in each divisional
company. Executive Committee members, whose term of
office is deemed to be for one year, are appointed by resolu-
tion of the Board of Directors.

By transferring authority to the divisional companies,
the Board of Directors strives to achieve continual improve-
ments in corporate value as an organization responsible for
decisions on basic policies of SEKISUI CHEMICAL Group’s

management as well as high-level management decision-
making and supervision of business execution.

Assessment Relating to the
Board’s Effectiveness

The Company evaluates the effectiveness of the Board of
Directors every year.

Having set an appropriate agenda, the Board of Directors
engages in sufficient discussion with opinions and recom-
mendations actively provided by Directors (including Outside
Directors) and Audit and Supervisory Board Members.

The Company has therefore determined that the current
Board of Directors is contributing to enhancing the corporate
value of the Group and functioning properly. In fiscal 2018,
the Board of Directors thoroughly deliberated important man-
agement issues such as growth strategies, including R&D,
M&A, investment, and large new businesses, and fundamen-
tal strategies, including work style reform and CS & quality.
The Board also ensured that adequate time was provided
to sufficiently discuss these issues and active participation
and opinions and recommendations were actively provided
by both outside and inside Directors as well as Audit and
Supervisory Board Members.

The Nomination and Remuneration Advisory Committee
made recommendations to the Board of Directors on such
matters as Director nominations, individual performance,
and remuneration levels. The Nomination and Remuneration
Advisory Committee met nine times, including to discuss the
plan for the president’s succession, the composition and
effectiveness of the Board of Directors, and initiatives for
strengthening governance.

In fiscal 2019, the Company will further enhance delib-
erations on important management issues and ensure fairness
and transparency in the Company’s management by making
what the Board of Directors deem to be appropriate decisions.
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Compliance, Risk Management, Respect for Human Rights, and Stakeholder Engagement

While giving consideration to human rights on a global scale, SEKISUI CHEMICAL Group is at the same time
strengthening its compliance initiatives that are in tune with the ethics and social norms value by society as
it adheres strictly to laws, regulations and internal rules. Moreover, and as far as risk is concerned, SEKISUI
CHEMICAL Group is reinforcing its system that unifies risk management, to prevent risks from occurring, and
crisis management, which involves responding to major risks.

Compliance

Our Approach to Compliance

In SEKISUI CHEMICAL Group, we established our
“Compliance Declaration” in 2003 based on principles
such as “contributing to society,” “being a trusted com-
pany,” and “adherence to the letter and spirit of the law.”
In keeping with the spirit of the Group Principles and our
Corporate Code of Ethics, we defined our stance for
the acquisition of high social trust through compliance.
In April 2019, under the leadership of President Koge, it
was declared that compliance was management itself for
SEKISUI CHEMICAL Group, and each and every one of our
employees would act in accordance with our compliance
regulations. In order to ensure SEKISUI CHEMICAL Group
will be widely trusted by society, we will continue to carry
out initiatives for improving compliance awareness.

Preventing Major Compliance Issues

In the CSR Medium-term Plan, which we started to imple-
ment in fiscal 2017, we carried over “zero incidents of
major compliance issues” as a KPI target from the previ-
ous medium-term plan. From fiscal 2015 onward, SEKISUI
CHEMICAL has continually achieved zero incidents of cor-
ruption and fraud. In fiscal 2018 as well, no major compli-
ance issues arose.

We will continue strengthening our management of
compliance and work to prevent compliance issues before
they occur.

Establishing a System for the Promotion
of Compliance

We are building a realistic and effective compliance pro-
motion system to ensure that compliance management
is fully put into practice. In addition to having established
a Compliance Subcommittee—which reports to the CSR
Committee and is chaired by the executive officer who
heads the Legal Department—as an organization to
oversee Group compliance and to put forward policies
and implementation measures, we are also establish-
ing compliance promotion subcommittees at corporate
headquarters and at each divisional company, appointing
persons responsible for putting compliance promotion into

practice and implementing and deploying each measure.
In the unlikely event that an important compliance issue
arises, we will hold a Compliance Advisory Board meeting
to address any problems that have actually occurred and
examine measures to prevent a recurrence.

Reinforcement of Global Legal Affairs Structure

SEKISUI CHEMICAL Group has been reinforcing its legal
affairs structure by developing and deploying legal person-
nel, strengthening collaboration among legal departments
and enhancing legal functions. In fiscal 2017, employees
responsible for legal affairs at Sekisui Europe B.V. and
Sekisui Southeast Asia Co., Ltd., our regional head-quarters
in Europe and Thailand, respectively, took up new posts.

Compliance Training

As part of our efforts associated with putting compliance
management into practice, we also focus on employee
compliance education. We continuously provide opportu-
nities for all Group employees to learn about the impor-
tance of compliance, such as by introducing compliance
study into training for new employees and rank-specific
training, and conducting e-learning sessions specific to
compliance quarterly.

Upgrade of the Whistle-blowing Program

In 2002, SEKISUI CHEMICAL Group developed the Sekisui
Compliance Assist Network (S.C.A.N.) intra-company
whistle-blowing system, which is the mechanism that has
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been made available for use by all SEKISUI CHEMICAL
Group employees and its business partners. Operated
under the supervision of the executive officer in charge of
the legal department, S.C.A.N. enables direct reporting not
only to the Legal Department but also to an outside law
firm. In addition to serving as a reporting system, S.C.A.N.
also plays a role as a point of contact for consultations,
such as whether a specific act would be classed as a com-
pliance violation.

In order to create an organizational culture that main-
tains full awareness of compliance, the system also pre-
scribes the protection of the whistleblower and stipulates
that information on the person who provided the informa-
tion be kept secret from everyone other than at the point
of contact and the prohibition of any prejudicial treatment
toward that person.

SEKISUI CHEMICAL in fiscal 2015 reconfigured its
internal reporting system and established new reporting
and consultation points of contact for our business part-
ners. The content of consultations and reports is shared
only among the minimum number of people necessary to

Fiscal Year 2018 Number of Whistleblowing Cases
and Consultations

Reports/consultations Number of cases

Power harassment 44
Working conditions 34
Sexual harassment 6
Workplace environmental concerns 7
Misuse of expenses 5
Sales methods related 0
Misrepresentation of work performance 2
Incidents with business partners 0
Others 14
Total number of complaints 112

resolve the “law-violating conduct” concerned, and all par-
ties that need to be involved are obliged to keep that con-
tent confidential.

Prevention of Bribery and Corruption

A signatory to and an approver of the UN Global Compact,
which stipulates anti-corruption efforts under its voluntary
action principles, SEKISUI CHEMICAL Group is promoting
efforts to prevent acts of bribery and corruption in that spirit.

As part of our internal regulations, we have put in place
rules to prevent bribery and corruption and are promoting
their introduction at all SEKISUI CHEMICAL Group compa-
nies. We have also formulated anti-bribery guidelines, which
summarize matters concerning bribery and corruption, that
employees should observe when doing business in Japan,
the United States and China. We have worked to make
these regulations and guidelines known via the intranet, so
that Group employees can check them at any time.

Handling Measures for Antitrust Laws

At SEKISUI CHEMICAL Group, we have been operating
a business organization membership payment system, a
pre-application and follow-up report system for competitor
contact, and a price revision committee system since 2007
as a compliance program for antitrust laws. The implemen-
tation status of these systems is audited yearly, and the
program is revised as needed. We are currently working
to expand these systems to Group companies, and the
introduction of the program was completed at domestic
business companies with high cartel risk in fiscal 2018.

Risk Management

Management Structure

Here at SEKISUI CHEMICAL Group, we are working to
build a risk management structure that unifies “risk man-
agement,” which aims to prevent risks from occurring in
the first place, and “crisis management,” which responds
to serious risks that have manifested. Through this unifica-
tion of concepts, we create a system that can be brought
to bear on ever-changing risks and crises.

In the SEKISUI CHEMICAL Group’s risk management
structure, the head of the HR department, who is also a
Director and Managing Executive Officer, holds ultimate
responsibility, and the Risk Management Group of the
HR Department at Corporate handles day-to-day risk-
management operations. We are striving to publicize and
thoroughly install among the directors, executive officers,
and employees of SEKISUI CHEMICAL and its Group com-
panies the “SEKISUI CHEMICAL Group Risk Management
Guidelines,” which were established based on the revised
“Basic Philosophy on Internal Corporate Governance
Systems” of April 2015, to identify significant risks and to
prevent them from manifesting by centrally and compre-
hensively collecting and evaluating information about risks.
In the event that a significant risk does become manifest,
an Emergency Response Headquarters will be estab-
lished based on the “SEKISUI CHEMICAL Group Crisis
Management Guidelines,” creating a framework capable of
swiftly and appropriately handling the situation. In prepara-
tion for such rare contingencies, a code of conduct regard-
ing this framework, to be referred to by all employees, has
also been shared with all Group employees via the Group
intranet and other means.

SEKISUI

SEKISUI CHEMICAL Integrated Report 2019 83



. L B —————m—m—m————.
Message from the President & CEO  Sustainability

Introduction

Performance Foundation

Reports from Divisional C

Corporate Governance Data

Capital that Serves as a Source of Value Creation

Compliance, Risk Management, Respect for Human Rights, and Stakeholder Engagement

Bolstering Risk Management (Prevention)
Structures
It is extremely difficult to accurately monitor for risks that
could foreseeably occur at some point in the future, as our
corporate activities become more complex. We at SEKISUI
CHEMICAL Group believe that increasing risk sensitivity
among employees is essential to handling such risks, and
the Group continuously runs PDCA cycles in line with the
international standard for risk management ISO 31000.
These activities launched during fiscal 2011 among 27
organizations, primarily business units within the Company.
The number of organizations engaged in these actions has
increased each year, reaching 173 in total, including those
in Japanese and overseas affiliates, in fiscal 2018. In fiscal
2019, we will bring the number of organization to 177 while
aiming to cover around 93% of consolidated revenue. The
Group is also working to improve the effectiveness of these
actions through inter-organizational cooperation and link-
ages among specialist divisions.

Crisis Management Systems Overseas

Based on its corporate regulations “Overseas Safety
Management Regulations,” SEKISUI CHEMICAL Group
has formed a pyramid-shaped overseas crisis management
organization with an officer in charge of overseas crisis man-
agement at the peak. (The officer in charge of overseas crisis
management is answered to by [the head of the] Overseas
Crisis-Management Office, to which the regional heads
answer, and to who in turn the heads of locations answer.)
It is primarily through this organization that the Group sup-
ports employees traveling abroad, those stationed abroad,
and locally based employees, using such means as shar-
ing crisis management-related information, issuing adviso-
ries in a timely manner, instructing employees about travel
restrictions, and implementing other emergency-response
measures. As the number of Group locations increases
with each passing year, crisis management manuals have

been organized at each factory, office, or other business
location based on support provided by the Overseas Crisis-
Management Office, and these manuals are revised peri-
odically and whenever deemed necessary. Regarding risks
particular to overseas sites, including civil unrest, terrorism,
and infectious diseases, the Group has organized a support
system based on signing contracts with crisis-management
companies, such as those that provide security assistance
and medical assistance.

Identifying Risks

To make clear which risks the group as a whole should
prepare itself for, the scope of anticipated risks has been
identified on a comprehensive basis, going beyond ESG
risks alone, and these risks have been compiled into the
“SEKISUI CHEMICAL Group Risk List.”

Major ESG Risks Faced by SEKISUI CHEMICAL Group
Environmental risks soil and air pollution/leaks of harmful substances/tightening
of environmental regulations, etc.

Societal risks

worsening of relations with local communities/rumor-based
reputational harm/spread of communicable diseases/break-
downs of functions provided by public bodies, etc.

unethical or criminal behavior/volitions of the Monopolies Act
or fraudulent transactions/unauthorized overwriting of data/
behavior constituting harassment/sudden changes to laws

Legal risks
or regimes/infringements on intellectual property rights, etc.

Quality-related risks a responsibility for manufactured goods/product recalls/mis-
takes during construction, etc.
T EQNCERIERIIERGIE labor practices that violate the law/discrimination/changes to
risks the composition of employees, etc.
Safety risks employee health and safety/workplace accidents/the safety
of employees stationed or traveling abroad, etc.
various risks relating to finances, accounting, and taxes

Information- information leaks/destruction or loss of electronic data, etc.
management risks

IENEGE N EEROIEN unclear vision and management policies/defects in work pro-
EWOITENERO S S cesses/product-related incidents, etc.

based risks
AV ECHRRNIERRELGE scandals at affiliated companies/disasters or accidents af-

supplier risks fecting affiliated companies, etc.

Respect for Human Rights

At SEKISUI CHEMICAL Group, we consider it our duty to
advocate for the human rights of all people affected by our
business activities. Nowadays, the enaction of rules and
laws related to human rights continues to progress both
inside and outside of Japan, and human rights issues are
getting increasing attention in society. In these conditions,
we consider human rights initiatives for not only employ-
ees of the Group but also our business partners and other
stakeholders to be essential for solidifying our sustainable
management platform.

SEKISUI CHEMICAL Group began formulating SEKISUI
CHEMICAL Group “Human Rights Policy” in October 2018.
Subsequently, we have established a new Human Rights
Policy in June 2019 after implementing a human rights
risk assessment and approval at a meeting of the Board
of Directors. This policy already has been disclosed.

The “Human Rights Policy” proposes to firmly respect
human rights across the board, including the value chain
beyond the Group, in compliance with the Guiding
Principles on Business and Human Rights adopted by the
United Nations Human Rights Council.

Going forward, we will work to achieve an under-
standing of and instill this new Human Rights Policy
among all employees of the Group, as well as our suppli-
ers and business partners.
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SEKISUI CHEMICAL Group “Human Rights Policy”

SEKISUI CHEMICAL Group recognizes that it is our responsibility to protect human rights of all indi-
viduals affected by our business activities. In order to advance efforts to promote respect for human
rights, we hereby announce the adoption of SEKISUI CHEMICAL Group “Human Rights Policy”
(“Policy”), based on the Guiding Principles on Business and Human Rights adopted by the United
Nations Human Rights Council in June 2011.

SEKISUI CHEMICAL Group contributes to society through its business activities under its
Corporate Philosophy, the “3S Principles” (Service, Speed, and Superiority), in order to meet the
expectations of its stakeholders. As part of our Group Vision, residential and social infrastructure cre-
ation and chemical solutions are designated as the business domains that should be pursued, through
which we are working to improve the lives of the people of the world and the Earth’s environment.

For SEKISUI CHEMICAL Group to truly contribute to the achievement of a sustainable world, we
understand that the human rights of all individuals within our sphere of influence must be respected.

1. Basic principles on human rights

The “Policy” is our promise to respect human rights, in order to fulfill our responsibilities to all
stakeholders, based on our Corporate Philosophy and Group Vision. To that end we support and
respect the United Nations International Bill of Human Rights (specifically the Universal Declaration
of Human Rights, the International Covenant on Civil and Political Rights, and the International
Covenant on Economic, Social and Cultural Rights), which sets out the basic human rights of
every individual. Furthermore, in addition to the Declaration on Fundamental Principles and Rights
at Work from the International Labour Organization (ILO), which sets out people’s fundamental
rights at work, we also support and respect international human rights standards for workers
adopted in conventions on such matters as wages and working hours, and the United Nations
Declaration on the Rights of Indigenous Peoples. Lastly, as a company that has signed up to the
United Nations Global Compact (“GC”), we support and respect the GC Ten Principles.

2. Scope
The “Policy” is applicable to all employees and executive officers of SEKISUI CHEMICAL Group.
Our Group also expects all of our business partners to comply with the “Policy” in connection with
our products and services.

3. Responsibility of respect for human rights
SEKISUI CHEMICAL Group is aware that it is not possible to completely eliminate every possibility
of an adverse impact from its business activities. That said, we aim to fulfill our responsibility of
promoting respect for human rights by building a responsible supply chain that avoids infringing
the human rights of the people affected by our business activities, and, if our business activities do
have an adverse impact on someone’s human rights, appropriate action will be taken in an effort
to rectify that situation.

I

4. Human rights due diligence
SEKISUI CHEMICAL Group will establish a system of human rights due diligence to identify, pre-
vent and mitigate any adverse impacts on human rights that our Group causes in society.

5. Dialogue and Consultation
In its implementation of the “Policy”, SEKISUI CHEMICAL Group will engage in earnest dialogue
and consultation with our stakeholders, and will apply expert human rights knowledge from inde-
pendent third parties.

6. Education and training
SEKISUI CHEMICAL Group will provide education and training as is appropriate to ensure that the
“Policy” becomes an incorporated part of all of our business activities and is implemented effectively.

7. Remediation
If it emerges that SEKISUI CHEMICAL Group’s business activities have had adverse impact on
someone’s human rights, or if our involvement in the same through for example one of our busi-
ness relationships emerges or is suspected, we will work to remedy the same through dialog and
the appropriate processes in line with international standards.

8. Responsible executive officer(s)
SEKISUI CHEMICAL Group will entrust an executive officer or officers with the responsibilities for
execution of the “Policy”, who will supervise its progress and status.

9. Information disclosure
SEKISUI CHEMICAL Group will disclose the progress and the results of our efforts to promote
respect for human rights, on its website and through other media.

10. Applicable laws and regulations
SEKISUI CHEMICAL Group will comply with the laws and regulations of each of the countries
and regions in which our business activities are conducted. Where there is a conflict between a
country’s laws or regulations and internationally recognized human rights standards, our Group
will pursue ways to respect international human rights principles to the maximum extent possible.

The “Policy” has received the approval of our board of directors and the signature of our President
and Representative Director.
May 15th, 2019

Teiji Koge
President and Representative Director
SEKISUI CHEMICAL CO., LTD.
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Compliance, Risk Management, Respect for Human Rights, and Stakeholder Engagement

Stakeholder Engagement

To build relationships of trust with its stakeholders, SEKISUI
CHEMICAL Group believes that it is important to strengthen
corporate value through constructive dialogue. Positioning
its stakeholders as partners in improving corporate value,
having constructive dialogue with them, assessing their
expectations and requests, as well as resolving society-
wide issues together with them leads to great opportunities
for SEKISUI CHEMICAL Group. We aim to create a rela-
tionship of mutual prosperity with our stakeholders while
continuing to promote sustainable growth.

WOTHRE R S

General meeting of shareholders (Osaka)

%

Presentation of Financial Results (Tokyo)

Disclosing information and promoting dialogue
with our shareholders and investors

SEKISUI CHEMICAL Group believes it is important to
actively disclose information in a timely and appropriate
manner. Based on the “Principle of Corporate Information
Disclosure,” we established the “Corporate Information
Disclosure Regulations” specifying the content and the
system of disclosure as part of our effort to strengthen our
internal information disclosure framework. To ensure infor-
mation is provided in a timely manner, the Group posts its
financial statements and results briefings on the Company
website in Japanese and English simultaneously and also
provides audio recordings of the briefing and a transcript of
the question and answer sessions.

With its business domains so diverse, SEKISUI
CHEMICAL Group believes it is important to give share-
holders and investors clear explanations of its actions to
ensure that the Group’s overall business characteristics and
CSR initiatives are sufficiently and correctly understood.

Management briefing for shareholders (Tokyo)

For example, not only does management hold quarterly
results briefings, but the Company actively promotes indi-
vidual meetings with institutional investors, briefings aimed
at individual investors, and management briefings for all
our shareholders.

We view “active engagement between investors and
management” as one of our keys points for focus, and are
actively promoting constructive dialogue with investors and
shareholders, with the feedback from such reflected in our
management efforts. SEKISUI CHEMICAL in November
2018 won the 25th Anniversary Commemorative Award of
the IR Awards presented by the Japan Investor Relations
Association (JIRA). This award recognizes not only our
efforts to continually provide comprehensive IR activities
over the long term, but also our efforts aimed at ensuring
appropriate information disclosure and constructive dia-
logue with the investment community.

We intend to continue to focus on the voice of the cap-
ital markets moving forward, and will promote measures
aimed at bolstering corporate value and ensuring sustain-
able growth.

Japan Investor Relations Association

(Awarded November 2018)

SEKISUI
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Introduction Message from the President & CEO Sustainability Performance Foundation Corporate Governance Data
Reports from Divisional C i Capital that Serves as a Source of Value Creation

Data (Key Financial and Non-financial Data)

Data (Key Financial and Non-financial Data)

Fy2014 FY2015 FY2016 FY2017 FY2018

Financial Data

Net Sales 1,112,748 mil. yen 1,096,317 mil. yen 1,065,776 mil. yen 1,107,429 mil. yen 1,142,713 mil. yen
(Housing) 494,116 mil. yen 478,441 mil. yen 484,975 mil. yen 497,782 mil. yen 506,729 mil. yen
(Urban Infrastructure & Environmental Products) 227,689 mil. yen 226,279 mil. yen 240,332 mil. yen 239,241 mil. yen 239,193 mil. yen
(High Performance Plastics) 372,296 mil. yen 378,552 mil. yen 357,526 mil. yen 386,154 mil. yen 412,011 mil. yen

Operating Income 85,764 mil. yen 89,823 mil. yen 96,476 mil. yen 99,231 mil. yen 95,686 mil. yen
(Housing) 41,327 mil. yen 36,387 mil. yen 37,549 mil. yen 37,935 mil. yen 39,002 mil. yen
(Urban Infrastructure & Environmental Products) 1,264 mil. yen 3,610 mil. yen 12,827 mil. yen 14,791 mil. yen 15,007 mil. yen
(High Performance Plastics) 45,951 mil. yen 53,353 mil. yen 54,537 mil. yen 57,821 mil. yen 54,478 mil. yen

Ordinary Income 87,978 mil. yen 81,213 mil. yen 91,513 mil. yen 93,929 mil. yen 93,146 mil. yen

Net Income Attributable to Owners of the Parent 52,995 mil. yen 56,653 mil. yen 60,850 mil. yen 63,459 mil. yen 66,093 mil. yen

Comprehensive Income 91,587 mil. yen 37,080 mil. yen 57,638 mil. yen 73,898 mil. yen 55,648 mil. yen

Operating Income Ratio 7.7 % 8.2 % 9.1 % 9.0 % 8.4 %

Total Assets 968,011 mil. yen 936,043 mil. yen 943,640 mil. yen 994,137 mil. yen 1,023,706 mil. yen

Net Assets 535,292 mil. yen 544,156 mil. yen 570,549 mil. yen 612,757 mil. yen 632,746 mil. yen

Net cash provided by operating activities 67,760 mil. yen 71,389 mil. yen 108,229 mil. yen 82,272 mil. yen 85,213 mil. yen

Net cash used in (provided by) investing activities 4,127 mil. yen -23,715 mil. yen -44,057 mil. yen -60,881 mil. yen -62,553 mil. yen

Net cash used in financing activities -63,856 mil. yen -41,726 mil. yen -39,633 mil. yen -35,981 mil. yen -31,539 mil. yen

Free Cash Flow 58,810 mil. yen 33,375 mil. yen 48,107 mil. yen 2,325 mil. yen 2,043 mil. yen

Capital Expenditures 46,993 mil. yen 49,740 mil. yen 43,868 mil. yen 53,518 mil. yen 73,595 mil. yen

Depreciation and Amortization 31,203 mil. yen 34,735 mil. yen 34,843 mil. yen 36,016 mil. yen 38,789 mil. yen

Amortization of goodwill 2,348 mil. yen 2,156 mil. yen 2,118 mil. yen 2,416 mil. yen 2,848 mil. yen

R&D Expenditures 29,452 mil. yen 31,693 mil. yen 34,169 mil. yen 36,974 mil. yen 38,838 mil. yen

Net Assets per Share 1,033.49 yen 1,071.24 yen 1,147.91 yen 1,245.91 yen 1,307.75 yen

Net Income Attributable to Owners of the Parent per Share 104.73 yen 115.08 yen 126.13 yen 133.80 yen 141.74 yen

Dividends per Share 27.00 yen 30.00 yen 35.00 yen 40.00 yen 44.00 yen

Note: Effective from the start of fiscal 2018, the fiscal year ended March 31, 2019, SEKISUI CHEMICAL Group has applied the partial amendments to the accounting standard for tax effect accounting (the Accounting Standards Board of Japan (ASBJ) Guidance No. 28 revised on
February 16, 2018). These partial amendments have also been retroactively applied to data for fiscal 2017.
Free Cash Flow = CF Operating Activities + CF Investing Activities - Dividend Paid
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Introduction Message from the President & CEO Sustainability Performance Foundation Corporate Governance Data
Reports from Divisional C Capital that Serves as a Source of Value Creation

Data (Key Financial and Non-financial Data)

Fy2014 FY2015 FY2016 FY2017 FY2018

Financial Data

Financial Index

Dividends Payout Ratio 25.8 % 26.1 % 27.7 % 29.9 % 31.0 %
Equity to Total Assets 53.3 % 55.9 % 58.2 % 59.1 % 59.3 %
Current Ratio 139.8 % 138.0 % 160.7 % 153.6 % 151.0 %
Fixed Ratio 97.2 % 95.9 % 86.9 % 91.0 % 91.2 %
Interest-bearing Debt 63,120 mil. yen 52,338 mil. yen 43,734 mil. yen 46,326 mil. yen 53,848 mil. yen
Debt/Equity Ratio 122 % 10.0 % 8.0 % 7.9 % 8.9 %

Total Assets Turnover 1.15 times 1.15 times 1.13 times 1.14 times 1.13 times
Inventory Turnover 7.09 times 7.11 times 7.00 times 6.84 times 6.30 times
Tangible Fixed Assets Turnover 4.31 times 4.11 times 4.01 times 4.09 times 3.88 times
R&D Expenditures to Revenues 2.65 % 2.89 % 3.21 % 3.34 % 3.40 %
Return on Equity 10.9 % 10.9 % 11.3% 112 % 111 %
Return on Total Assets 9.1 % 8.5 % 9.7 % 9.7 % 9.2 %
EBITDA 119,316 mil. yen 126,714 mil. yen 133,437 mil. yen 137,665 mil. yen 137,324 mil. yen
Interest Coverage Ratio 51.7 times 64.5 times 100.4 times 109.9 times 113.5 times
Dividend on Equity Ratio 2.8 % 2.8 % 3.1 % 3.3 % 3.4 %

PER 14.89 times 12.04 times 14.83 times 13.87 times 12.55 times
Net Sales per Employee 47.44 mil. yen 45.88 mil. yen 45.44 mil. yen 45.12 mil. yen 43.47 mil. yen

Human Rights
Compliance Training
Number of Employees Participating in e-Learning 20,450 20,450 20,618 20,934 20,684 *2

*1 Effective from the start of fiscal 2018, the fiscal year ended March 31, 2019, SEKISUI CHEMICAL Group has applied the partial amendments to the accounting standard for tax effect accounting (the Accounting Standards Board of Japan (ASBJ) Guidance No. 28 revised on
February 16, 2018). These partial amendments have also been retroactively applied to data for fiscal 2017.
*2 Average for the sessions conducted four times during the year. However, as the third and fourth sessions are under way, data is the average of the results from the first and second sessions.

Equity= Shareholders' Equity including Accumulated Other Comprehensive Income, Equity to Total Assets = Equity/Total Assets, Current Ratio = Current Assets/Current Liabilities, Fixed Ratio = Fixed Assets/Equity, Debt/Equity Ratio = Interest-bearing Debt/Equity, Total Assets
Turnover = Net Sales/Average Total Assets, Inventory Turnover = Net Sales/Average Inventory, Tangible Fixed Assets Turnover = Net Sales/Average Tangible Fixed Assets, R&D Expenditures to Revenues =R&D Expenditures/Net Sales, Return on Equity = Net Income Attributable to
Owners of the Parent/Average Equity, Return on Total Assets = Ordinary Income/Average Total Assets, EBITDA = Operating Income + Depreciation and Amortization + Amortization of goodwill, Interest Coverage Ratio = (Operating Income + Interest and Dividends)/Interest Expense,
Dividend on Equity Ratio = Total Dividend Payment (full year)/Average Equity, PER = Stock prices at the end of fiscal year/Net Income Attributable to Owners of the Parent per Share, Net Sales per Employee = Net Sales/Average Number of Employees
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Corporate Governance

Data (Key Financial and Non-financial Data)

Human Resource

Fy2014 FY2015 FY2016 FY2017 FY2018

Number of Employees 23,886 23,901 23,006 26,080 26,486
By Divisional Company
(Housing) 10,442 10,419 10,447 10,698 10,891
(Urban Infrastructure & Environmental Products) 5,453 5,044 4,789 4,945 5,139
(High Performance Plastics) 7,051 7,453 7,269 9,735 9,702
(Headquarters) 940 985 501 702 754
By Region
(Japan) 17,743 18,065 17,928 18,935 19,464
(North America, Central and South America) 1,679 1,612 1,403 1,482 1,494
(Europe) 1,425 1,048 973 961 958
(Asia/Pacific (including China)) 3,139 3,276 2,702 4,702 4,570
Diversity
Employment Ratio of People with Disabilities (SEKISUI CHEMICAL) *! 2.40 % 221 % 2.29 % 2.29 % 2.81 %
Number of Elderly Employees Reemployed (SEKISUI CHEMICAL) 83 104 65 21 49
Elderly Employees Reemployment Rate (SEKISUI CHEMICAL) 82.2 % 82.5% 83.3 % 63.6 % 76.6 %
Global Talent Employees* 325 329 341 340 326
Work-life Balance
Number of people using work-life balance related programs* (Sekisui Chemical) 165 177 196 253 330
Health and Safety
Loss Costs (Japan)* 510.9 mil. yen 398.7 mil. yen 375.1 mil. yen 478.3 mil. yen 468.9 mil. yen

*1 Including special provision subsidiary
*2 Japanese employees with experience working overseas (including overseas trainees)

*3 Programs for promoting diverse working styles including childcare leave, shorter working hours, use of flexible working hours, and family leave
*4 Domestic production site, R&D facility, Headquarters department, and indirect company department expenses including man-hours required to respond to occupational accidents, equipment-related accidents, and commuting accidents as well as long-term illness absences

SEKISUI
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Introduction Message from the President & CEO Sustainability Performance Foundation Corporate Governance Data
Reports from Divisional C Capital that Serves as a Source of Value Creation

Data (Key Financial and Non-financial Data)

Fy2014 FY2015 FY2016 FY2017 FY2018

Environment

Greenhouse-gas Emissions that arise from Business Activities

922 kilotons-CO2

892 kilotons-CO2

928 kilotons-CO2

932 kilotons-CO2

921 kilotons-CO:2

Greenhouse-gas Emissions during Manufacturing (Japan)

351 kilotons-COz

337 kilotons-COz2

329 kilotons-CO2

326 kilotons-CO2

316 kilotons-CO2

Greenhouse-gas Emissions during Manufacturing (Overseas)

478 kilotons-CO2

472 kilotons-COz2

513 kilotons-CO2

525 kilotons-CO2

527 kilotons-CO2

Energy Usage during Manufacturing (Japan) 3,592 TJ 3,463 TJ 3,539 TJ 3,604 TJ 3,592 TJ
Energy Usage during Manufacturing (Overseas) 5,956 TJ 5,881 TJ 6,391 TJ 6,559 TJ 6,454 TJ
Wastes Generated by Production Sites (Japan) 34.1 kilotons 31.7 kilotons 37.2 kilotons 38.3 kilotons 40.3 kilotons
Wastes Generated by Production Sites (Overseas) 27.9 kilotons 26.3 kilotons 30.1 kilotons 30.5 kilotons 31.2 kilotons

Wastes Generated on Construction Site of New Housing (Japan)

1.87 tons per unit

1.73 tons per unit

2.41 tons per unit

2.41 tons per unit

2.45 tons per unit

(New House Construction Site)

1.31 tons per unit

1.34 tons per unit

1.39 tons per unit

1.40 tons per unit

1.46 tons per unit

(Exterior Wall Plant) 0.34 tons per unit 0.16 tons per unit 0.71 tons per unit 0.70 tons per unit 0.66 tons per unit
(Assembly Plant) 0.22 tons per unit 0.23 tons per unit 0.32 tons per unit 0.32 tons per unit 0.32 tons per unit
NOx Emission Volume (Japan) 197 tons 190 tons 167 tons 166 tons 199 tons
SOx Emission Volume (Japan) 10 tons 15 tons 10 tons 9 tons 7 tons
Soot and Dust Emission Volume (Japan)*' 16.7 tons 16.3 tons 17.2 tons 16.2 tons 16.4 tons
Discharge of Volatile Organic Compounds (VOCs) into the Atmosphere (Japan) 1,259 tons 1,262 tons 1,066 tons 1,174 tons 1,142 tons
COD Emission Volume (Japan) 62 tons 65 tons 70 tons 90 tons 85 tons

Water Intake Volume at Production Sites (Japan)*!

16,019 kilotons

15,557 kilotons

15,386 kilotons

15,679 kilotons

15,214 kilotons

Water Intake Volume at Production Sites (Overseas)

4,321 kilotons

4,238 kilotons

5,224 kilotons

5,566 kilotons

6.015 kilotons

Environment-Contributing Products*?

Ratio of Sales of Environment-Contributing Products 44.5 % 44.3 % 45.2 % 50.2 % 56.3 %
Net Sales 495.1 bil. yen 485.8 bil. yen 481.2 bil. yen 555.9 bil. yen 643.8 bil. yen
(Housing) 305.8 bil. yen 280.6 bil. yen 290.9 bil. yen 317.6 bil. yen 364.3 bil. yen
(Urban Infrastructure & Environmental Products) 99.8 bil. yen 103.5 bil. yen 90.3 bil. yen 93.7 bil. yen 97.7 bil. yen
(High Performance Plastics) 88.1 bil. yen 99.8 bil. yen 99.4 bil. yen 142.2 bil. yen 178.9 bil. yen
*1 Past figures have been revised due to improvements in precision.
*2 In addition to the natural environment, the scope of contribution has been expanded to include the social environment effective from fiscal 2017.
Community Involvement and Development
Charitable Contributions 179 mil. yen 148 mil. yen 186 mil. yen 150 mil. yen 165 mil. yen
Consumer Issues
External Failure Costs (Costs responding to product-related claims) ** 1121 108.9 100 102.4 98.6

*3 FY2016=100

For more non-financial data, please visit the CSR section of our website. https://www.sekisuichemical.com/csr/report/
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Head Office:

Tokyo Head Office:

Founded:

President and

Representative Director:
Employees:

Consolidated Subsidiaries:
Affiliates (Equity Method):
Paid-in Capital:

Fiscal Year:

Authorized:

Issued:

Listings:

Stock Ticker Number:

Number of Shareholders:

Manager of the

Register of Shareholders:

Accounting Auditor:

4-4, Nishitenma 2-Chome,
Kita-ku, Osaka
530-8565

3-17, Toranomon 2-Chome,
Minato-ku, Tokyo
105-8450

March 3, 1947

Teiji Koge

26,486

153

8

100,002,375,657 yen
Ended March 31
1,187,540,000 shares
492,507,285 shares

Common stock listed on
the Tokyo Stock Exchange

4204
21,328

Mitsubishi UFJ Trust and
Banking Corporation

Ernst & Young ShinNihon LLC

Major Shareholders

Number of Shares Owned Percentage

Name/Company Name (Thousands of Shares) (%)

The Master Trust Bank of Japan, Ltd. (Trust Account)

MUFG Bank, Ltd.

Note1: The Company holds 27,396,102 treasury stocks, which are excluded in the above list.

Note2: The treasury stocks excludes 201 thousand shares held by entrusted Employee Stock Ownership Plan and 315 thousand shares held by Board Incentive
Plan as officer remuneration system, respectively.

Note3: The percentage is calculated after deducting the number of treasury stocks from that of total outstanding shares.

Breakdown of Shareholders SEKISUI CHEMICAL Stock Price and Trading Volume

Securities Companies Treasury Stock (ven) (Millions of shares)
6,974,646 shares 27,396,102 shares 2,500 100
e ©6%) 2,000 L A 80
—,7 1,500 A A S W -
Individuals and Other Foreign Investors AV V-V g
46,191,729 shares foral 189,382,653 shares oo~ 40
(9.4%) 492,507,285 (38.4%) 500 AN Clat bt 20
shares
O 1111 |LLCLEEEERRRRTN o

Domestic Companies Financial Institutions

Apr./2014 Apr./2015 Apr/2016 Apr./2017 Apr./2018

53,631,485 shares 168,930,670 shares
(10.9%) (34.3%) == Closing Stock Price at the Month-End (left) BMonthly Average Stock Trading Volume (right)
Additional Information
FY2014 FY2015 FY2016 Fy2017 FY2018
Open 1,087 1,544 1,382 1,882 1,869
High 1,619 1,752 1,983 2,350 2,114
PO (YN oo lllolloolloooiooioolioosiiosiiosiiosiooooo
ow 1,002 1,193 1,215 1,732 1,632
Close 1,559 1,386 1,871 1,856 1,779
Issued (Thousands of shares) 520,507 510,507 510,507 500,507 492,507
Market value (Billions of yen) 811.5 707.6 955.2 928.9 876.2
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SEKISUI CHEMICAL CO., LTD.

Investor Relation Group, Business Strategy Department
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