SEKISUI CHEMICAL Group's

Value Creation

Strategies That Underpin
Medium- to Long-term Growth

Foundation for Value Creation

Strategy Progress

Data

Review of the Medium-term Management Plan (ends in operating income)

(Billions of yen) 1,110.9

1,032.4

—i- Net Sales

-@- ROIC

-@- ROE

~®- Operating Income Ratio

I Medical Business
I High Performance

1,12.7

10963 1,065.8

11427
1107.4 1129.3

1,220.0
u

1,056.6

10.6%
[

9.0%

8.6%

110.0

Plastics (HPP)
Il Housing
I Urban Infrastructure &
Environmental Products
(VIEP)
Other
FY09 FY10 FY11 FY12 FY13 Fy14 FY15 FY16 Fy17 FY18 FY19 FY20 Fy22
External (Medium-term Plan)
environment 10/2018 03/2011 04/2014 01/2016 01/2017 03/2018 10/2019 02/2020
Lehman shock Great East Japan Consumption tax Sudden yen Establishment Emerging concerns  Consumption tax ~ Spread of
Earthquake raised from appreciation of anew U.S. toward global trade  raised from COVID-19
5% to 8% administration friction 8% to 10%
Forex Rate FY2009 FY2010 FY2011 FY2012 FY2013 FY2014 FY2015 FY2016 FY2017 FY2018 FY2019 FY2020
(Avg. rate for each term) ¥94/US$ ¥87/US$ ¥80/US$ ¥83/US$ ¥100/US$ ¥110/US$ ¥120/US$ ¥108/US$ ¥111/US$ ¥111/US$ ¥109/US$ ¥106/US$

GS-21-SHINKA!

(FY2009-2013)

SHINKA!-Advance 2016
(FY2014-2016)

SHIFT 2019 -Fusion-
(FY2017-2019)

Drive 2022
(FY2020-2022)

Measures and Results

We made progress on bolstering earnings power in our core domestic businesses by
having secured a “smart house No. 1” strategy in the Housing business and acquired
the piping business of Mitsubishi Plastics, Inc., for the UIEP Company. Moreover,
we have been actively developing our global business presence as well through
the acquisition of the polyvinyl alcohol resin business from U.S.-based Celanese
Corporation, and the Housing business setting up a joint venture for production
and sales in Thailand. Over the period of the Plan, we have transformed our CSR
management and raised the level of revenue gained from Environment-Contributing

Measures and Results

By specializing in strategic businesses and products and
implementing structural reforms we were able to achieve
growth in profit. In particular, we significantly expanded our
overseas business by focusing mainly on high-performance
interlayer films. In addition, we pioneered new markets
and new fields through internal and external alliances,
and picked up the pace of making Town and Community
Development into a business. Over the period of the

Measures and Results

Fusion accelerated over the period of the Plan under review,
during which we targeted a balance between quantitative and
qualitative growth. Net sales attributable to fusion with Town
and Community Development as one example increased
by ¥39.8 billion (FY2016 vs. FY2019). Moreover, we have
made aggressive Investments to achieve growth, and net
sales attributable to M&As (SoflanWiz Co., Ltd., Veredus
Laboratories, and AIM Aerospace) rose by ¥15.4 billion

Products. Plan, we commenced penetration of CSR management, (FY2016 vs. FY2019). Strengthening ESG initiatives aimed at
initiated efforts to enhance governance, and established the building a sustainable business base, we continuously earned
Nomination and Remuneration Advisory Committee, etc. high evaluations from GLOBAL100 and others.
Challenges Challenges Challenges

¢ Opening up Frontier Domains
¢ Overseas business adapting to local society

® Return to sales growth

* Commercialization and building of frontier domains

¢ CSR management rollout and further penetration
among employees

¢ Delays in securing returns on growth investments
* The speed of structural reform
 Strengthening ESG management

* Acquisition of AIM Aerospace

To achieve sustainable growth and in our
aim for expansion in the mobility field, in
fiscal 2019 we acquired AIM Aerospace
Corporation (now SEKISUI AEROSPACE
CORPORATION) in our efforts to make
major inroads into the aerospace field.
(Acquisition value: Approx. US$500 million)

Overview

* Headquarters: Seattle, Washington State,
United States

¢ Business: Carbon fiber reinforced plastic
(CFRP) (thermoplastic, thermosetting)

In the development, manufacture, and sale
of molded products such as carbon fiber
reinforced plastic (CFRP) (thermoplastic
and thermosetting) composites in the
aerospace field, where barriers to entry are
high, SEKISUI CHEMICAL is generating
development synergies with the thermoplastic
CFRP technologies that it holds as well as
sales synergies that leverage its worldwide
network and will develop medical devices
and other applications, as it endeavors to
expand its business scale.

SEKISUI
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SEKISUI CHEMICAL Group's Strategies That Underpin

Value Creation Medium- to Long-term Growth
Medium-term Management Plan

Foundation for Value Creation

Strategy Progress Data

Progress under the Medium-term Management Plan “Drive 2022” (FY2020-2022)

Policy

Drive sustainable growth/reform/preparation for doubling the
Group’s business by expanding its contribution to resolving social issues

Basic Strategies

The basic strategies of the Medium-term Management Plan Drive 2022 are to build a corporate structure that is able to practice
ESG management and enhance corporate value on a sustainable basis, address the three key Drive issues of (1) business growth

and reform, (2) preparation for long-term growth, and (3) strengthening the ESG management base as a first step toward realizing
the long-term vision while also accelerating efforts through fusion and digital transformation.

“Promote ESG Management”
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Fiscal 2022 Targets

FY2020 \ FY2022
Results Medium-term Plan
Net Sales 1,056.6 billion yen 1,220.0 billion yen
Operating Income (ratio) 67.3 billion yen (6.4%) 110.0 billion yen (9.0%)
Net Income 41.5 billion yen 70.0 billion yen
ROIC 5.4% 8.6%
ROE 6.5% 10.6%
Overseas Sales (ratio) 266.0 billion yen (25.2%) 320.0 billion yen (26%)
EBITDA 116.6 billion yen 170.0 billion yen
High Performance Plastics Housing Company
Company 20.8%
(Billions of yen) (Billions of ye.m/.
13.3% 14.0% 8.0%
10.5%
0,
9.3% 6:3% 548.0
6.7% 485.3
. 360.0
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SEKISUI CHEMICAL Group's
Value Creation

Strategies That Underpin

Medium- to Long-term Growth Foundation for Value Creation

Strategy Progress Data

Medium-term Management Plan

Basic Strategies

Existing Business Drive (DBusiness growth and reform

RESCENIE

Housing Company

® Expand town and community
development
® Maximize Stock Business

Advanced Lifeline

Urban Infrastructure & Environmental

B Strengthen overseas business
= Demand for national resilience

Innovative Mobility

High Performance Plastics (HPP)

® Expansion of high-value-
added products

m To further strengthen overseas
operations

Life Scnence

Medica

m Qverseas business expansion
B New products and new fields

In the Housing Company, we place a special emphasis on further boosting sales
capabilities for ready-built houses, and together with investigating a “successful
model” that can take maximum advantage of plant-production merits gained
through leveling, we are moving forward on preparations for the long term, notably
with town and community development. In UIEP, we are endeavoring to generate
new prioritized products, regardless of conventional products and fields. Moreover,

[»Pa6] [»P50] [»Pa2] » P54 " ) . .
by specifically promoting our business expansion strategy for overseas markets,
p * Overseas market for railway q A . . . . . .
Core of the ZF?QSO Zﬂﬁzggwg?g:gle e - Y -\é\)l(ep(l%es—iz:aped interlayer film J Eﬁﬁaﬁéﬁﬁ :rfn 2;%2 in Europe we are making progress on sharpening our portfolio and illustrating our growth
B EalH By renovation ot ez g « Return on investment in China story. The HPP Company is accelerating its efforts to make ready and execute its
alan  Leasing management O I IEEEE e - * New diagnostics products . - .

flammable materials upcoming growth strategy, fully seizing upon the results of its upgrades to promote
[ Pracaraion productivity, mainly with those made up until now at overseas locations, as well as

forff::‘ a_tg':] © Town and Community * Pipeline Renewal New ) ) * New fields of Pharmaceutical . . . . .
gmwthg Development Construction Method « Aircraft materials Science undertaking M&A and other activities. In the Medical Business, we will expand our

operations to become a company strengthen the foundations for growth by putting
in place a global development system and reforming such organizations as CDMO,
which is included in the Pharmaceutical Sciences Business.

New Business Drive (2 Preparation for long-term growth

Fully fledged biorefinery development verification

SEKISUI CHEMICAL Group is accelerating efforts for social implementation of carbon
recycling technology that circulates carbon derived from petroleum raw materials. More
specifically, we developed technology (Bio-Refinery) that converts burnable waste, including
maritime plastics, into gas and uses microorganisms to create ethanol, a raw material used
in plastics, from this gas. In April 2020, upon receiving investment from INCJ (Innovation

Commercialization and business development schedule for the envisioned Bio-Refinery (BR) ethanol technology

Waste disposal  Ethanol creation \

< Ethanol
Network Corporation of Japan), we established SEKISUI BIO REFINERY CO., LTD. J’ s folites | Tl ii crhtion
In addition to identifying issues with a view to social implementation, steps to scale up *7,‘ " Companies related \,o\"«\ facilities
. . . . . . Local government to waste disposal N
operations are currently being considered at the test plant in Yorii Town, Saitama Prefecture. S 5\,99
Moreover, a 1/10 scale pilot plant is under construction in Kuiji City, Iwate Prefecture, and is E\\\a“o

scheduled to be completed in March 2022.

1/10 scale plant maintenance and
demonstration project

Spread facilities to all areas
Partner candidate operations

2030~

Life Science: Secure the next pillar
The life science domain is an area in which we are focusing efforts on tripling growth \#”
by 2030, from current sales levels. In April 2021, we newly established our Life Plant manufacturer Ethanol-using companies
Science Strategy Group within Corporate, and we are formulating specific strategies 2020 2025
toward aggressively expanding investment. In the Pharmaceutical Sciences field,

which we anticipate will enjoy a high growth rate, we are looking into the prospects of

utilizing Company technology for regenerative medicine and in other disciplines, and

we will also enthusiastically leverage M&A and venture investments.

SEKISUI

[a,
m
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SEKISUI CHEMICAL Group's Strategies That Underpin
Value Creation Medium- to Long-term Growth

Medium-term Management Plan

Basic Strategies

Business Base Drive 3 Strengthening the ESG management base

Return on invested capital (ROIC), a newly adopted key performance indicator in the Medium-term Management Plan, will be applied to reform
the business portfolio. Moreover, we will monitor how effectively each initiative related to long-term sustainability, which was stipulated as a Key
ESG issue (P. 57), is helping to control financial and non-financial capital costs. SEKISUI CHEMICAL Group defines the difference between ROIC
and the cost of capital as the “SEKISUI Sustainable Spread,” which measures the improvement of the Group’s corporate value. We believe that
if each employee is aware that his or her work contributes to reducing the cost of capital, this will ultimately lead to an increase in our corporate
value and enhance our management ability to sustain business. When looking at capital costs in a financial and non-financial respect, the non-
financial elements contained therein serve to control capital costs over the medium to long term and to enhance our management ability to sustain
business. For example, this is achieved through the control of major incidents in the five domains of safety, quality, accounting, legal/ethical,
and information management with the potential to cause significant damage to our corporate value, and through investments in the business
foundation, including those for digital transformation (DX) intended to address climate change and encourage various work styles.

Strengthening Management Ability to Sustain Business

Third indicator after sales and operating income

Increase ROIC Target an increase of approx. 1% on an
(return on invested capital) actual basis

after-tax after-tax

Operating income Operating income ><

Invested capital

Invested capltal Sales (working capital* + fixed assets)
""""""""""""""""""""""""""""""""""""""""" Working capital = Accounts receivable +
[Development of Measures] Inventory — Trade payables — Advances received
® Expand marginal profit * Improve the probability of securing a return through
* Improve productivity, reduce effective capital investment
fixed costs * Achieve optimal plant utilization, optimize
inventory, etc.
* Manage asset levels and turnover ratios by
expanding built-for-sale housing sales
Consider identifying businesses and products that are below the cost of capital
Support long-term growth Forward-looking investments in financial and nonfinancial
Control financial and non-financial capital costs capital from a medium-to long-term perspective

[Development of Measures]

¢ Financial strategies / capital policies: Leverage debt to invest aggressively in growth

 Risk reduction / avoidance: Reduce risk by thoroughly implementing Safety, Quality, Accounting,
Legal/Ethical, and Information Management

* ESG investment: Undertake upfront investments in digitization and contributions to the environment;
reform the corporate culture (HR system reform, etc.)

SEKISUI

p Please see Strengthening the ESG
Management Base starting on
P.57 for detailed initiatives.

Foundation for Value Creation Strategy Progress Data

Investment and Financial
Strategies

In addition to the cash generated during the three years of the Medium-term
Management Plan Drive 2022, the Company will establish an investment
limit of ¥500 billion in order to procure funds in an appropriate and flexible
manner. Strategic investment has been raised to ¥400 billion, more than
doubling that under the previous medium-term management plan. Of this
total, ¥300 billion has been set aside for M&A investment, which will be
used to acquire a wide range of resources including technology, know-how,
and global sales channels. Moreover, we set the new ESG investment limit
at ¥40 billion. This ESG investment serves to control long-term capital costs
and contribute to greater corporate value through reduced environmental
impact, work-style reforms, and digital transformation (DX).

Investment Plan

Medium-term Plan

(Billions of yen) (FY2020-2022)

—» fields with an awareness of overseas growth. This limit was set to

Strategic Investment Limit 400.0
M&A, etc. Limit 300.0
Capital Expenditures 100.0

aEngﬁn!;ns‘tI;g? oaeprr:etn expenditures and normal investments) 40.0

Normal Investment 100.0

Investment Limit Totals 500.0

R&D Expenses 130.0

Primarily for investigating opportunities in the mobility and medical

enable aggressive consideration of appropriate proposals.

The ESG investment limit will be used for investments in renewable
energy procurement and in human resources, including the
introduction of a telecommuting system and other DX promotion
efforts intended to raise employee productivity.

[
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SEKISUI CHEMICAL Group's
Value Creation

Strategies That Underpin

Medium- to Long-term Growth Data

Foundation for Value Creation Strategy Progress

Medium-term Management Plan

Returns to Shareholders

Under the medium-term management plan, SEKISUI CHEMICAL Group will return profits to its shareholders more aggressively than ever before. The Company seeks to secure a
dividend-on-equity (DOE) ratio of 3% or higher while targeting a dividend payout ratio of 35% or higher on a consolidated basis, as a part of efforts to implement stable dividend
measures in line with its performance. In addition, SEKISUI CHEMICAL Group has set a target of 50% or higher for its total return ratio, which includes the buyback of shares, so long

as its D/E ratio is less than 0.5. Moreover, the Company plans to retire treasury stock to no more than 5% of the total number of shares outstanding.

Returns to Shareholders Track Record
66.1

60.9

Il Total dividend payment
I Acquisition of treasury stock

——- Net income attributable to owners of the parent

(Billions of yen) 30.2

28.1

FY10

FYy11 FY12 FY13 Fy14 FY16 FY17 FY18 FY19 FY20

Details of SEKISUI CHEMICAL Group’s total shareholders’ return,
including dividend and stock price fluctuation trends, are presented

Dividend payout
ratio

Medium-term Plan

Previous

30% target

‘ Medium-term Plan

35% or higher

DOE

Around 3%

3% or higher

Total return ratio

50% or higher if the D/E ratio is less than 0.5

Retirement of
treasury stock

Retire acquired treasury
stock to a level equivalent to less than 5% of the total
number of shares issued and outstanding

SEKISUI CHEMICAL Group’s Total Shareholders’ Return (TSR)* over the Past 11 Years

: ) . o I
at the right of the page. While return on investment, taking into (inaex)
. . 400 — SEKISUI CHEMICAL
account dividends and the share price as of the end of March 2021, 450 — TOPIX
for investments made as of the end of March 2011, has recently fallen '
i i 300 TOPIX Chemical Sector Index
below the Tokyo Stock Price Index (TOPIX), for the Chemical sector, a 050 X
comparative indicator, data including dividends, the rate of return over _/\//\/J\ O A
P 9 o0 OO\
the past 11 years has generally exceeded TOPIX. ,/\—\
150 M
“Total Shareholders Return (TSR) = (Dividend per share + Sh jation) / Initial share price x 100 - WM/
otal Shareholders Return (TSR) = (Dividend per share + Share price appreciation) / Initial share price x 100 \_\7,4-&4
50
0
2011/3 2012/3 2013/3 2014/3 2015/3 2016/3 2017/3 2018/3 2019/3 2020/3 2021/3

Figures for SEKISUI CHEMICAL and TOPIX are indices with data as of March 31, 2011, as 100.

Fiscal Year

Net income attributable to owners of the parent per share (yen) 449 54.0 58.5 80.1 104.7 115.1 126.1 133.8 141.7 128.8 91.9
Cash dividend per share (yen) 13 15 18 23 27 30 35 40 44 46 47
Dividend payout ratio 28.9% 27.8% 30.8% 28.7% 25.8% 26.1% 27.7% 29.9% 31.0% 35.7% 51.1%
Acquisition of treasury stock (billions of yen) 2.2 4.5 0 10.0 15.0 16.8 16.4 16.0 14.6 13.3 12.2
Total return ratio*! 38.2% 43.7% 30.8% 52.9% 54.0% 55.5% 54.5% 55.1% 53.0% 58.1% 80.4%
DOE*2 2.0% 2.3% 2.4% 2.7% 2.8% 2.8% 3.1% 3.3% 3.4% 3.5% 3.3%
Retirement of treasury stock (thousands of shares) — — 7,000 — 12,000 10,000 — 10,000 8,000 8,000 8,000

*1 Total return ratio = (Amount of treasury stock acquired + Total dividends) / Net income attributable to owners of the parent
*2 DOE = Total dividend payment (full year) / Average equity

SEKISUI
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SEKISUI CHEMICAL Group's
Value Creation

Strategies That Underpin
Medium- to Long-term Growth

Foundation for Value Creation Strategy Progress Data

Medium-term Management Plan

Initiative Aimed at Strengthening the ESG Management Base

Interview with the Director in Charge

Steadily advancing Drive 2C
while strengthening our
ESG management base

Director and Senior Managing Executive Officer
Responsible for ESG Management Department,
Digital Transformation Department, and
New Business Development Department,
Head of Business Strategy Department

Futoshi Kamiwaki

@ SEKISUI CHEMICAL Group has identified strengthening the ESG management base as a basic
policy under its Medium-term Management Plan Drive 2022, which began in fiscal 2020. As

a company that has placed ESG management at the heart of its business activities, can you

provide us with an overview of how the Group is promoting initiatives to further strengthen ESG?

There are three pillars that underpin SEKISUI CHEMICAL Group’s efforts to practice ESG management:
the ability to contribute to the resolution of social issues that allows us to make solid contributions
through our products and services, the ability to create profit that is essential in continuously improving
this ability to contribute, and the newly established management ability to sustain business. We have
also newly adopted our own indicator, the SEKISUI Sustainable Spread, to measure our management
ability to sustain business, which is an indication of our sustainability over the long term as a company.
Going one step further than the cost of capital, which is generally used in calculating the ROIC spread,
we now apply financial and non-financial capital costs, which incorporate new non-financial KPIs that
can affect long-term corporate value to calculate the SEKISUI Sustainable Spread. For example, the
SEKISUI Sustainable Spread allows us to quantify incidents that could damage corporate value over
the long term and negatively affect financial and non-financial capital costs. Conversely, the SEKISUI
Sustainable Spread can be used in lieu of non-financial KPIs that help enhance long-term corporate
value, but for which it is difficult to measure the direct investment effects, such as investments in work-
style reforms, environmental initiatives, employee productivity, and community reputation enhancement,
while also positively affecting financial and non-financial capital costs. We encountered considerable
difficulty in developing a quantification formula. Over and above the pursuit of accuracy, we recognized

SEKISUI

the need to confirm changes in non-financial KPIs over time, and the importance of ensuring a proper
evaluation in the event of an improvement in excess of plans. Looking also at the Group’s employees,
the aforementioned incidents and other non-financial KPIs are easier to link to their own work as
opposed to the weighted average cost of capital alone. For this reason, we believe it is significant that
we have been able to incorporate ROIC and non-financial KPIs, which are elements of the SEKISUI
Sustainable Spread, into each division from fiscal 2021. Looking ahead, we recognize the critical need to
implement the SEKISUI Sustainable Spread as a part of efforts to achieve planned value while ensuring
that this indicator and approach is widely accepted among employees.

@ The Company has set an ESG investment limit of ¥40 billion to strengthen its ESG management
base. Can you provide us with specific details and expected outputs?

The ESG investment limit is aimed at improving non-financial KPIs. From an environmental front as
one example, SEKISUI CHEMICAL Group is making the switch to 100% renewable energy for its
purchased electricity in a bid to reduce GHG emissions. To this end, we need to undertake forward-
looking investments to cover the costs of procuring renewable energy and establishing a procurement
scheme. Also included in the ESG investment limit are DX investments to improve employee productivity
and promote work-style reforms as well as to curb and minimize serious incidents, and the investments
necessary for marketing, hypothesis verification, research, etc., to activate the fusion of various business
divisions. The main purpose of the investment is to control capital costs over the long term and
contribute to an increase in corporate value.

@ Expansion of the Life Science business is stated in the New Business Drive section of Drive
2022. What is the current status of progress?

In the case of the Life Science business, we are putting a great deal of effort into a business in which
we can expect a high growth rate of more than three times, from the current sales scale of about
¥70 billion to between ¥200 and ¥250 billion by 2030. In fiscal 2020, Sekisui Medical Co., Ltd., which
engages in the Life Science business, and SEKISUI CHEMICAL jointly formulated a vision to reach this
goal. Centered on the Vision Review Team within Sekisui Medical and the Life Science Strategy Group,
which was newly established in April 2021 in SEKISUI CHEMICAL Group’s corporate department, we
have begun to formulate specific strategies toward aggressively expanding investment in the two pillars
of diagnostics and Pharmaceutical Sciences while promoting the hiring of people with experience in
the pharmaceutical industry. The Diagnostics Business is an area in which SEKISUI CHEMICAL Group
possesses strengths, and the point is how to proceed with global expansion from here on in. In the
Pharmaceutical Sciences field, which we want to grow the most in the years to come, we will utilize our
strengths in plastic materials technologies and processing technologies while aggressively promoting
investments in the fields of cell culture and medical materials required for regenerative medicine with
a view to M&A and venture investment. In the Pharmaceutical Sciences field, although the market
continues to expand with a high rate of growth every year, competition remains fierce, and we will
specialize in fields where we can capitalize on our strengths and technologies.
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SEKISUI CHEMICAL Group's
Value Creation

Strategies That Underpin
Medium- to Long-term Growth

Foundation for Value Creation Strategy Progress Data

Medium-term Management Plan

Initiative Aimed at Strengthening the ESG Management Base

Interview with the Director in Charge

@ What progress is being made in the biorefinery business, which forms part of the New Business Drive?

A technology that gasifies general combustible waste without the need for garbage separation,
biorefinery uses the power of microorganisms to produce ethanol from gas, which is the raw material
for plastics. This represents, so to speak, the ultimate in chemical recycling and, as a chemical
manufacturer, we recognize that the social significance of engaging in a business that brings
this carbon cycle to fruition will be enormous. We have positioned biorefinery as a business that
symbolizes SEKISUI CHEMICAL Group’s ESG management and will bring about its major growth in
the years to come. The technology accumulated in a 1/1,000-scale commercial pilot plant installed
at a garbage incinerator in the town of Yorii Town, Saitama Prefecture, is already in place. Moving
forward, we will build a 1/10-scale commercial test plant in Kuji City, Iwate Prefecture, by March 2022
and continue the demonstration. Established as a joint venture with INCJ, Ltd., in April 2020, SEKISUI
BIO REFINERY CO., LTD., has received an R&D subsidy from the Ministry of the Environment and
cooperation from Sumitomo Chemical Co., Ltd., and will develop plastics with raw materials made
from waste-derived ethanol. Having already received interest from a variety of companies, such as
manufacturers of cosmetics and daily necessities, we will promote this business with the aim of
commercialization and business introduction from 2025 onward.

@ Please tell us about specific measures being taken to promote the fusion of a wide range of
businesses.

As each of our businesses, from the housing and plastic materials to infrastructure and medical fields,
can contribute to solving social issues, the main purpose of fusion is to combine the technologies and
know-how from those businesses to create products and services that solve higher-level social issues.
At the core of fusion are our 28 Technological Platforms, which represent our strengths. Serving as a
good example of the fusion between the housing and infrastructure businesses, town and community
development that is resilient to disasters allowing people to live with peace of mind and is unique to
SEKISUI CHEMICAL Group has been realized in ASAKA Leadtown (Asaka City, Saitama Prefecture),
and a culture that promotes fusion has been fostered within the Company. In the years to come, we
will further accelerate these efforts and, as a developed form of fusion, build a Company-wide system
not for each divisional company, but within the Corporate Strategy Department, to consider open
innovation and M&A that incorporate external technologies. Last year, amid the impact of the COVID-19
pandemic, we considered how we could contribute to society by utilizing the management resources of
our entire company and commenced operation of the ESG Task Force, which is composed primarily of
the employees of each divisional company. In addition to the creation of products that apply the HPP’s
antiviral processing agent to the filter of a residential ventilation system making living spaces safe and
comfortable, the development of highly sterilized building materials that incorporate this technology has
begun, and the acceleration of their integration is being planned.

SEKISUI

@ In fiscal 2020, environment-contributing products evolved into products to enhance sustainability.
Please tell us about the differences from the past and the newly established Premium Framework

for products to enhance sustainability.

Under the Environment-Contributing Product Program that was launched in 2006, we certified
the relevant products as environmentally friendly products in line with assessment items that were
formulated literally from environmental viewpoints, such as the volume of CO. emissions and
waste reduction. This time, however, we have evolved the products to enhance sustainability by
adding the new viewpoint of assessing whether they are sustainable. Specifically, high profitability,
customer satisfaction, and the soundness of entire supply chains, including geopolitical risks and
human rights issues, have been added to the new assessment parameters. As before, once a year,
outside experts also participate in the screening of the assessment criteria. Among the products to
enhance sustainability are those with a particularly high ability to solve social issues and achieve high
profitability—defined in the Premium Framework as symbolizing “offensive ESG management”—and
we have positioned these as a product lineup in which to invest management resources and on which
to focus our sales expansion efforts. In fiscal 2020, products to enhance sustainability accounted for
approximately 60% of total sales and the Premium Framework for approximately 30%, and both are
on an expanding trend.

@ In terms of SEKISUI CHEMICAL'’s environmental initiatives, in addition to joining the RE100*
international initiative in 2020, you have adopted as targets a renewable energy ratio of
purchased electricity of 100% by 2030 and zero GHG emissions by 2050. Please tell us about
your specific efforts and progress toward these targets.

The decisive factor in achieving a renewable energy ratio of purchased electricity of 100% by 2030 will
be our SMART HEIM DENKI Power Trading Service business. Engaging in the sales of solar-powered
homes, the Housing Company’s cumulative sales total stands at about 200,000 units, which is the
largest share among solar-powered homes in Japan, but on the customer side, 10 years after applying
the feed-in tariff (FIT) fixed-price purchase system, it is necessary to find a purchaser for the surplus
electricity. We therefore purchase surplus electricity ourselves and use the renewable energy as electric
power for our factories and laboratories. This is a measure peculiar to SEKISUI CHEMICAL Group, and
we will proceed with it in a thorough manner. Overseas meanwhile, where the SMART HEIM DENKI
business is not deployed, the foundations for procuring renewable energy at a lower cost are being
established primarily in Europe and the United States, and we will procure renewable energy in the
optimal form in accordance with the local situation and achieve our target.

Beyond that, toward the target of zero GHG emissions by 2050, we will invest in technological
development for innovation to realize the electrification of steam and city gas, which are becoming an
issue, and will enhance the technologies so that the target can be realized ahead of schedule.

* Operated by The Climate Group and CDP, RE100 is an international business initiative that promotes 100% renewable energy for companies. Based on
visualizations of company declarations of 100% natural energy, RE100 calls for the spread and promotion of natural energy and its membership includes
major influential companies from around the world.
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@ Next, please tell us your thoughts on internal control, which is one of the important issues
for ESG.

From the viewpoint of enhancing management’s capability to sustain business, a major incident is an
event that seriously damages a company’s corporate value once it has occurred. Including safety and
quality, which are especially important as a manufacturer, at SEKISUI CHEMICAL Group we define
accounting, legal/ethics, and information management in our five serious incident categories, while
recognizing that internal control to control incidences of them is a particularly important issue. From
the current fiscal year, the occurrence or non-occurrence of serious incidents will be linked to the
bonuses of executives to further raise each individual’s awareness. It is important to assess the issues,
put countermeasures in place and conduct them thoroughly and earnestly to prevent any of these
incidents from happening. Meanwhile, even for employees involved in management foundation business
operations that prevent the occurrence of incidents, we are adding, for example, the ability to defend
the Company against a serious incident so that this is assessed as a KPI for management’s capability to
sustain business and are thereby working to enhance our ESG management base.

@ Please tell us about the current status of your efforts and future prospects with regard to DX
promotion.

In April 2020, we established the Digital Transformation Department, compiled a clear Group-wide
road map and, having adopted three important themes, are promoting DX transformation. The first
theme is the global standardization of business management infrastructure. This seamlessly presents
all global management information in visual form and, at the same time, assists in the early detection of
signs of an incident and its prevention. Second, we will work to unify our global purchasing bases and
develop advantageous purchasing in, for example, materials purchasing. The third theme involves the
construction of a sales base that utilizes DX. In sales activities that utilize DX, in which advances have
been made due to the COVID-19 pandemic, we are working to build a foundation that enables efficient
activities without sacrificing performance.

@ Finally, please tell us about specific initiatives to bring out the spirit to take on challenges from
your human resources.

First of all, the president of our company, Keita Kato, attaches great importance to taking on
challenges and possessing the spirit to face them. In addition to introducing President Kato’s own
challenges and thoughts on challenges via the intranet, the comments of employees who are taking
on challenges nationwide are posted there. The idea that “challenges themselves are precious”
is steadily being conveyed in a top-down manner, so | feel that the human resources are being
encouraged to take on challenges. In line with such a policy, we will switch to a new personnel system
from next fiscal year to create an assessment and compensation system that will properly reward

SEKISUI

those who take on challenges. We are also enhancing in-house communications, such as case
studies in which we have contributed to solving social issues and showcasing external evaluations, so
that a wide range of employees can share their empathy with the vision. As the head of the Business
Strategy Department, | am telling the members of the department that | want them to become a “group
of instigators” as a general staff headquarters. Our avowed vision is to take a strong sense of purpose
and work toward solutions while involving others in those issues that can be seen only because we
are in a position to take a bird’s-eye view of the entire company. | also believe that my greatest mission
is to deeply establish this ESG management throughout the Company. We have already created plans,
visions, and various organizations for that purpose. From now on, | would like to strongly put ESG
management into practice while maintaining close communications with each divisional company to
establish ESG management in the true sense of the term.
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