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3 ablished a Mission Statement calling for it to “Create social value while ful-

~ filling stakeholder expectations.” Clearly, the aim of CSR management is to make this Mission Statement
reality. We believe that continuing to grow as an enterprise by contributing to society through our busi-
ness activities and fulfilling the expectations of stakeholders leads to the creation of social value and is the
meaning of an enterprise’s existence. For this purpose, we will advance CSR management through Three -
Prominences — in the Environment, CS & Quality, and Human Resources — and Three Attitudes of Sincer-
ity: in Compliance, Risk Management, and Disclosure & Communication.

Additionally, we will achieve further progress in Sekisui Chemical Group’s CSR management together

with contributing to building a better society, while recognizing social issues and society’s expectations
for Sekisui Chemical Group through repeated dialogue with a diverse range of stakeholders.

Prominence in the
Environment

Make the ecology and
economic activities compatible

Prominence in
CS & Quality

Gain and maintain the
full trust of our customers

Three
Prominences

Risk
Disclosure & Management
Communication Take thorough steps to

o prevent trouble occurring and
Reflect stakeholders’ opinions reduce the generation of

in corporate activities et S e e

Compliance
Enhance each employee’s awareness
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Editorial Policy

Each section of this report is structured in line with the Sekisui Chemical Group’s con-
cept of its Corporate Social Responsibility (CSR) in terms of Three Prominences — in
the Environment, CS & Quality, and Human Resources — along with Three Attitudes of
Sincerity: in Compliance, Risk Management, and Disclosure & Communication.

In preparing this report, we have determined the important items and content
that should be covered in the report in light of Sekisui Chemical Group's activities,
taking into consideration the Ministry of the Environment’s Environmental Reporting
Guidelines (2007 Edition) and the Global Reporting Initiative’s (GRI) Sustainability Re-
porting Guidelines v3 (G3). At the same time, to the extent possible this report discloses
quantitative data concerning environmental and social aspects. Furthermore, to ensure
the reliability of this information the report has been subjected to independent review
that has been expanded to cover not just environmental reporting but data on social
aspects as well.

In structuring the pages of this report, a separate Data section has been estab-
lished and effort has been made to ensure the report is both sufficiently comprehen-
sive and easy to read, incorporating practical examples of efforts as much as possible.
In addition, continuing efforts for which there was not enough room in the report are
covered on the website.

Information about Sekisui Chemical Group's business activities is being disclosed
publicly through this report and the Annual Report, which outlines financial informa-
tion concerning the Group.

Scope of Independent Review
The information in this report has been subjected to an independent review for the
appropriateness of calculation methods and the accuracy of the results of calculation. The
“Verified” logo is used to indicate that each item of such subject information has been reviewed.

Scope of This Report
Entities Encompassed by this Report: The basic function of this report is to comment on
the activities of Sekisui Chemical Group, focusing chiefly on the business facilities that
play key roles in those activities.

Timeframe Encompassed by this Report: April 2009 - March 2010 (including
examples of activities through May 2010)

Cover photo: The Kamogawa River, near Shikoku Sekisui Industry Co., Ltd.
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Corporate Profile (as of March 31, 2010)

Established: ~ March 3, 1947
Capital: ¥100.002 billion

Domestic Subsidiaries: 117 | Net Sales: ¥858.5 billion
Overseas Subsidiaries: 76 | Operating Income: ¥36 billion
Affiliated Companies: 17 | NetIncome: ¥11.6 billion

Number of Employees: 19,761

R
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Sekisui Chemical Group and Society

Sekisui Chemical Group strives to achieve sustainable growth
together with society through accurately identifying social issues
and contributing to society through its business activities.
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Message from
Top Management

We are pursuing three Prominences and
three Attitudes of Sincerity to realize sustainable growth
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CSR not bound
by the business environment

The impact of the economic crisis that began in au-
tumn 2008 has forced companies around the world
to guide their businesses through tough condi-
tions. Amid such an economic downturn, last year
we began our new midterm management plan. To
Sekisui Chemical Group, fiscal 2009 was a year of
establishing the groundwork for overcoming the
global recession. While unfortunately, net sales have
decreased, our operating income has increased, as
we finally have entered a recovery phase.

At the same time, the economic and social
impacts of climate change are substantial, and in
light of the outlook for the international pledges
and climate-change framework regulations of the
new government in Japan the movement toward
reduction in Japanese businesses’ greenhouse-gas
emissions is growing stronger, as environmental
problems have become issues that absolutely
must be addressed.

We believe that CSR management is a topic that
must be addressed earnestly, and that innovations
and progress must continue, regardless of business
environment. For this reason, this year too, we have
continued focusing our energies on CSR efforts.

Enhancing CSR management through
permeation of CSR awareness
throughout the organization

The midterm management plan of Sekisui Chemical
Group calls for a focus on CSR management efforts
based on the principles of the Three Prominences
in the Environment, CS & Quality, and Human
Resources and the Three Attitudes of Sincerity of
Compliance, Risk Management, and Disclosure &
Communication.

However, it is individual employees who must
carry out these activities. In fiscal 2009 in particular,
we focused our efforts on achieving permeation of
CSR awareness throughout the organization and
putting such efforts into practice in each section.

In our annual dialogue with employees, | visited



12 sites across Japan to explain and discuss the
midterm management plan, as well as CSR.

| believe that CSR and business management
are two sides of the same coin, that CSR must be
incorporated into each business, and that each
section needs to take leadership in CSR efforts. To
advance CSR practice in each section, we have held
CSR brainstorming sessions with members of man-
agement at the level of division general managers
and presidents of affiliated companies, who were
asked to think seriously about CSR in their own sec-
tions and businesses and to discuss related matters.

These brainstorming sessions are just the start.
The most important goal is to deploy CSR in each
section. The results are reflected in individual action
plans for this fiscal year.

Our plans call for holding these CSR brain-
storming sessions overseas as well as here in
Japan, and in fiscal 2009 a CSR brainstorming ses-
sion was held in China. This fiscal year, we would
like to hold sessions in Europe and North America
too, to advance CSR management by discussing
issues common to each area.

CSRiis essential to the sustainable growth
of an enterprise

Contributing to the global environment and to
people’s lives around the world, as called for in our
Group Vision, is a means of growing in our busi-
nesses. At the same time, it also constitutes the
way to contribute to society through our business
activities. In other words, it refers to CSR manage-
ment itself.

Our management policies for fiscal 2010 in-
clude enhancement of our efforts to realize sus-
tainable growth. For this purpose as well, we must
contribute to society through our businesses and
aim to realize sustainable growth together with
society, through achieving even greater promi-
nence in the Three Prominences that are the foun-
dation of CSR: in the Environment, CS & Quality,
and Human Resources.

On the environment, these requirements in-
clude the need for steady and swift action to pre-

1 Our Principle

Mission
Statement

Group Vision

Management Strategies
Midterm Management Plan

vent global warming and preserve biodiversity. A
look at the conditions under which our businesses
operate shows that the environmental field ranks
among the Asian market and the stock home
market as an important field for growing our busi-
nesses. While already we have created products
and businesses ahead of their times, such as homes
with solar power generation systems, sewage pipe
rehabilitation method, and solar control interlayer
films, we will further expand environment-con-
tributing products through development of next-
generation businesses and technologies oriented
toward the environment and energy.

Additionally, we will address with even greater
seriousness the Three Attitudes of Sincerity, rec-
ognizing these as the essential foundation for an
enterprise’s continued existence in society.

As globalization of business activities progress-
es, we will deploy CSR management on even more
of a global basis. Values and customs differ among
regions of the world, as do the priorities of social
issues and other issues that should be addressed
through CSR. For this reason too, we will advance
efforts in each region, including activities such as
holding brainstorming sessions.

In 2009, we announced our support for the
United Nations Global Compact. In addition to con-
tinuing this support, the Sekisui Chemical Group
aims to realize continued growth as an enterprise
by contributing to society and earning its trust, in
addition to helping resolve social issues not just in
Japan but on a global basis.

President /\/.a%-ﬂu IVF?-:%L
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Human beings and all other creatures living on earth, as well as the business activities conducted
by human beings, enjoy untold benefits from the environment and ecosystems. Today, as there
are concerns about environmental degradation, the need to realize continued sustainable
growth on a global scale satisfying the needs of today’s generation without harming the ability
to meet the needs of future generations can be said to be one of the most important issues faced
by the human race.

Based on this recognition, Sekisui Chemical Group aims to achieve sustainable growth
together with society, balancing ecological (caring for, contributing to our global environ-
ment, and living in symbiosis with the global environment) and economic (ensuring eco-
nomic benefits for both customers and enterprises) goals. For this purpose, we will minimize
the environmental impact of our business activities and contribute to the environment
through our products and businesses.

Considering prevention of global warming and preservation of biodiversity to be particularly
important environmental issues, we are advancing a variety of efforts in various aspects of our
business activities.

Biodiversity
The combination of genetic diversity, species

Global warming

The phenomenon of long-term increases in aver-
age atmospheric and marine temperatures on the diversity, and ecosystem diversity, which refer to
earth'’s surface, in which use of fossil fuels in human the presence of diverse forms of life in an ecosys-
activity is thought to be a primary cause of the tem, a biome, or the earth as a whole.

warming planet. This phenomenon is said to have

climatological and environmental effects such as

climate change and changes in ecosystems as well

as social and economic effects such as impacts on \
food production and drinking water, physical and

human damage resulting from unusual weather

events, and changes in living environments.
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Sekisui Heim supplies homes that com- lﬁ' Y
bine equipment that creates energy ?&‘i

through use of solar power generation
systems in addition to energy-conserv-
ing equipment with high-performance
thermal insulation and airtightness and
high-efficiency heat-pump water heat-
ers, etc. These contribute to preventing
global warming by reducing carbon-
dioxide emissions generated while resi-
dents live in the homes by 50% or more
in comparison with traditional homes
(i.e., those built in accordance with pre-
vious energy-conservation standards).
To this point in time, Sekisui Heim
has supplied 80,000 homes with solar
power generation systems, contributing
to an annual reduction of 160,000 tons in
carbon-dioxide emissions*.

* Sekisui Chemical estimate

- ™
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S-LEC Film, an interlayer film for laminated glass, adds
a variety of functions to the glass. Its sound insulation
helps make vehicles more lightweight by replacing
thicker glass and sound-insulating materials. Its ther-
mal insulation improves fuel consumption by reducing
air-conditioner use during the summer. Each of these
contributes to reducing carbon-dioxide emissions. Instal-
lation of S-LEC Film in 10 million vehicles can result in an-
nual reductions in carbon-dioxide emissions of 170,000
tons from the sound insulation interlayer film, 530,000
tons from the solar control interlayer film, and 700,000
tons from sound insulation/solar
control interlayer films*.

* Sekisui Chemical estimates
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[ Kurohama Marsh, a suburban
treasure trove of flora and fauna

Kurohama Marsh in the city of Hasuda,
Saitama Prefecture, roughly 40 minutes by
rail from central Tokyo, is a natural lake and
marsh about 2.6 hectares in surface area.
The vicinity of the marsh is thick with water
plants, reeds, and Manchurian wild rice, with
numerous wild birds flying overhead. In ad-
dition, this area is blessed with a rich natural
environment that serves as a habitat for rare
animals. For example, it is the northernmost
range of the Ceriagrion nipponicum damsel-
fly, which is threatened with extinction*. As a
suburban treasure trove of flora and fauna, in
1979 it was designated a nature preserve by

Saitama Prefecture.
* Designated a class-Il endangered species by the Ministry of
the Environment

[ Plant water protects Kurohama Marsh

The spread of sewer systems in the area in the vicinity of Kurohama Marsh in recent years has led
to a substantial decrease in the amount of water flowing into the marsh, so that today the major-
ity of water supplied to the marsh comes from water discharge released from Sekisui Chemical’s
Musashi Plant. In other words, the plant has become the source for maintaining the biodiversity of
Kurohama Marsh.

For this reason, the plant gives thorough consideration to water quality in order to protect the
rich natural environment of Kurohama Marsh. When drawing well water on the plant site for cooling
use, it strives to control the volume of water used in order to prevent waste of the valuable resource
of water, and it releases well water used on the plant grounds as waste water only after purification
in a partition water treatment tank. Wastewater control equipment has been installed in the water
treatment tank to control wastewater strictly, and a system is in place to stop release of wastewater
immediately in the event of detection of any abnormal water-quality values. These efforts ensure
that the measured values of pollutants in the wastewater always are far below those specified in
wastewater standards.

The Musashi Plant also continues regular exchange and dialogue with nongovernmental orga-
nizations (NGOs) working in the vicinity and with community residents, and other activities include
the Kurohama-Numa Hotaru No Sato ("“Kurohama Marsh firefly home”) nature tours conducted by
neighboring Tokyo Sekisui Heim Industry Co., Ltd. for children in the community.

In ways such as these, Sekisui Chemical Group aims to contribute through its business activities
to preservation of the rich abundance of biodiversity in Kurohama Marsh, together with cooperating
with the community to raise awareness of biodiversity.

9 CSR Report 2010




Sekisui Chemical Group considers it essential to preserve biodiversity through carrying out nature-con-
servation activities on a continuous basis at its business sites around the world, instead of just giving con-
sideration to the environment in its business activities alone. In 1991, we established policies on efforts to
address environmental issues, and 1997 saw a full-fledged start to nature-conservation activities. Together
with proactive deployment of efforts at each site, we also continue to implement the Sekisui Nature Study
Course to train leaders to promote nature-conservation activities. While 49 sessions of the Sekisui Nature
Study Course had been held through fiscal 2009, a cumulative total of 632 persons took part in the course.

We also are carrying out forestry conservation activities in cooperation with local communities, under the
title Green Forest Activities. In March 2009, the Group carried out its overseas tree-planting activity, in China.

In the future too, we will contribute to protection of biodiversity through expansion, on a global basis,
of activities in which employees themselves take part—activities deeply rooted in local communities.

Example of
Afforestation
Yuping Moun

natur

and preservat'lon gctm
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e Study Course activities
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ng creatures in
k%ui Industry Co., Ltd.
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In June 2009, Chiba Sekisui Industry Co., Ltd., located in the city of Ichihara
in Chiba Prefecture, held a tour for fourth graders from a local elementary
school to observe living creatures in rice fields of the nearby paddy fields of
Wakimizu-no-Sato in Yatsuda. The goals of this activity were to help children
develop the ability to think through hands-on experience and to help them
rediscover the importance of the local natural environment. Participating
employees joined together with the children in getting covered in mud as
they caught creatures such as frogs and dragonfly nymphs, getting a true
feel for the fact that a rice field is a treasure trove of diverse creatures. This
activity helped foster communication with community residents preserving
the Wakimizu-no-Sato fields, and since then interaction has continued, with
employees volunteering to take part in cutting grass and other activities.

Together with the community, Chiba Sekisui Industry Co., Ltd. will con-
tinue this activity in the future as well, to connect future generations with
the natural environment.

vities overseas

ties at

Sekisui Chemical Group's activities in China have included support for affores-
tation activities in the city of Datong conducted by an environmental nongov-
ernmental organization (NGO) and participation in afforestation activities in
Laoshan (Qingdao). Beginning in 2009, we have conducted afforestation activi-
ties at Yuping Mountain in the city of Suzhou, jointly with an affiliate located in
China’s Jiangnan area (near Shanghai), as Green Forest Activities in China.

Located in the Suzhou National New & Hi-tech Industrial Development
Zone (SND), Yuping Mountain has been used for a long time as a stone-mining
site, and its forests had been devastated in an April 2005 forest fire. Planning to
plant 5000 trees over a five-year period on part of Yuping Mountain (approxi-
mately 20,000 square meters), Sekisui Chemical Group carries out these activi-
ties in the spring and autumn of each year.

CSR Report 2010 10



CSR Management

Steadily advancing CSR management through strengthening
the corporate-governance and CSR-management systems

11

Corporate Governance System

Sekisui Chemical Group conducts its business through
three division companies separated by different lines
of business. To respond swiftly and appropriately to
changes in the business environment and new business
opportunities and risks, it has adopted an executive of-
ficer system.

Together with assigning operating officers special-
izing in business execution to each division company, an
Executive Committee has been established to serve as
the top decision-making body in each division company.
As such, a broad range of authority has been transferred
from the Board of Directors to the Executive Committee.

The Board of Directors strives to achieve continual im-
provements in corporate value as an organization respon-
sible for decision on basic policies of Sekisui Chemical
Group management as well as high-level decision-making
and supervision of business execution.

Corporate Auditors (including External Corporate Auditors)

Board of Directors External Directors

Operating Officers
President and CEO
-

CSR Management System

In January 2007, Sekisui Chemical Group reorganized its
CSR Management system. Since then, it has promoted
CSR Management under a system consisting of one
committee—the CSR Committee—and four subcommit-
tees—the Environmental Subcommittee, the CS & Qual-
ity Subcommittee, the Human Resources Subcommittee,
and the Compliance Subcommittee.

In addition to senior executives, membership of the
CSR Committee also includes three representatives of em-
ployees—one key group of stakeholders—to help improve
deliberation and policies. Each Subcommittee promotes
groupwide efforts for Sekisui Chemical Group while ascer-
taining and deliberating on companywide topics as they
relate to matters such as issues involved in the themes of
which each subcommittee is in charge and the state of
activities in each division company. The committee and the
subcommittees each meet at least once every half-year,
and the results of deliberation in each are implemented
through incorporation into the management plans of each
division company and of Corporate Headquarters.

Board of Directors

Reports, Deliberations

+ Chairperson: President

¢ Members: Division Company *
: Presidents, Corporate Head- :
¢ quarters Directors, 3 Employee *
* Representatives: the chairperson :
. of the Labor Union, a Represen-

(d L3 L3 L d .
e e e e + tative of Female Employees, and :
Housing Urban Infrastructure  High-Performance  Corporate : arepresentative of employees of
Company &Environmental  Plastics Company ~ Headquarters X affiliated companies
I e, A S B oo ommittee TR A

( )
Support for the United Nations Global Compact g
" : . . . 4 l\‘i%
In CSR management, it is essential to continue efforts in Group as a whole toward realiza- = @‘; 5
response to an ever-changing society. In particular, as tion of the 10 principles of the \\¢ !2/,//
the globalization of business advances Sekisui Chemical Global Compact in the areas of WE SUPPORT
Group will advance steadily CSR efforts not just in Japan human rights, labor, the environ-
but at affiliate companies overseas as well. ment, and anti-corruption. At the
As one part of this approach, in March 2009 we an- same time, we also participate in the Global Compact Ja-
nounced our support for the United Nations Global Com-  pan Network, an organization of companies in Japan that
pact. Efforts are underway throughout Sekisui Chemical have signed on to the Global Compact.
. J
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Our CSR management demonstrates steady results through the Three Prominences and
Three Attitudes of Sincerity

(] Prominence in the Environment

Expansion of environment-contributing products | 21% of consolidated sales (target: 23%) @ P17
Reducing greenhouse-gas emissions Eé‘?grgguction (target: 15% reduction) vs. @ P19 ‘

[J Prominence in CS & Quality
Main efforts Results of Fiscal 2009 @g}

Reducing external loss costs 10% reduction (target: 15% reduction) vs. Q P26
FY 2008
Eliminating major quality-related problems One major quality-related problem (target: zero) @ P26

[J Prominence in Human Resources

Main efforts ‘ Results of Fiscal 2009 ‘
Securing and Development of global employee and “ P37
Developing Global Human Resources global trainee systems
Corporate Culture Fostering Individual . '
Learning and Growth Training career advisors < P38
Rewarding Workplaces Where Diverse Implementing measures to achieve a “ P41
Human Resources Can Thrive sound work-life balance

Results of Fiscal 2009

[ Three Attitudes of Sincerity ‘

» Promoting awareness of compliance in Japan and internationally, through activities such as P47
training by employee rank, by subject, and by affiliate company a2 ‘
* Developing a groupwide risk-management system, including formulation of risk-management
manuals for individual affiliates overseas P52

In addition to the above, other efforts conducted in fiscal 2009 included CSR brainstorming sessions for senior
management in Japan, for heads of overseas affiliates, and organized by overseas area (China), to enable imple-
mentation and raising awareness of CSR management.

CSR Report 2010 12
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o1

Sekisui Chemical Group began full-fledged CSR efforts in
fiscal 2005, and CSR efforts are one of the pillars of the mid-

term management plan GS21-SHINKA! formulated in fiscal
2009 as well.

In fiscal 2009, CSR brainstorming sessions were held,

focused on senior management in Japan and overseas, as
one measure for advancing CSR management. Together
with promoting raising awareness of CSR, the results of the
brainstorming sessions have been deployed in each section,
to achieve CSR practice and permeation throughout the en-
tire Sekisui Chemical Group.

CSR brainstorming sessions for
senior management in Japan

In Japan, CSR brainstorming sessions were held in November
and December 2009 for senior management (at the level of
business site general managers) of two division companies
and Corporate Headquarters.

In these CSR brainstorming sessions, the President of
Sekisui Chemical spoke of how each of the pillars of CSR
management in Sekisui Chemical Group - the Environment,
CS & Quality, Human Resources, Compliance, Risk Manage-
ment, and Disclosure & Communication — is an integral part
of management that each section should address on its own,
how the Three Prominences—in the Environment, CS & Qual-
ity, and Human Resources—are key points that differentiate
Sekisui Chemical Group from its competitors and that need to
be subjected to constant improvement to succeed against the
competition, and how the Three Attitudes of Sincerity in Com-
pliance, Risk Management, and Disclosure & Communication
are the lifelines of corporate survival and need to be incorpo-
rated into the genetic makeup of the organization.

Next, division company presidents gave practical descrip-
tions of CSR-management issues at each division company
and stressed that the most important thing for problem-
solving is an approach on the part of senior management of
taking the initiative and setting a good example for others.

In addition, participants separated into groups to discuss
the CSR issues that each section should address. As partici-
pants from division companies and Corporate Headquarters
pointed out a variety of issues, those such as creation and ex-
pansion of environment-contributing products, securing and
developing global human resources, risk management, and
enhancement of compliance emerged as common themes.

Groupwide deployment

In response to the content of the CSR brainstorming sessions
for senior management, CSR efforts are being deployed in
each section of Sekisui Chemical Group as well. After identify-
ing the issues that should be addressed in each section in light
of factors such as the content of business operations and rela-
tions to stakeholders, and deciding on practical measures, we
are shifting to the implementation stage.

Ve

Japan Overseas
4 . .
Senior i CSRbrainstorming
Se'mor management sessions for presidents
management L brainstorming sessions of companies overseas
CSR brainstorming
Training for ~ sessions =
M specific Deplqyment in each area
anagers | employees in
ranks and each section Deployment in
topics each overseas
Ordinary affiliate
employees

\.

Structure of CSR brainstorming sessions




CSR brainstorming sessions for presidents of
companies overseas

Overseas, CSR brainstorming sessions for presidents of affili-
ated companies overseas are held each year, to achieve per-
meation of CSR management within each affiliate company.
Beginning in fiscal 2009, individual themes were established
based on discussion of the previous fiscal year's CSR manage-
ment in general, and this year's sessions featured discussion of
risk management.

Following a lecture by an outside instructor, Sekisui
Chemical’s Legal Department described risk management in
the Sekisui Chemical Group, covering examples of past risks,
and introduced “Global Crisis Management Guidelines for
the Group Companies of Sekisui Chemical”, which will serve
as a guide for future activities at each affiliate overseas. Then,
participants broke down into groups organized by area, for
discussion of measures already underway at each affiliate and
issues that should be addressed in the future.

China area
CSR brainstorming session

Sekisui Chemical Group has begun holding CSR brainstorm-
ing sessions organized by region, for participants including
presidents of affiliated companies overseas and local manag-
ers. The first of these was held in December 2009 in the China
area. Featuring descriptions of CSR management in the Sekisui
Chemical Group, the Group Vision, and the midterm manage-
ment plan GS21-SHINKA!, these sessions were intended to
achieve permeation of CSR within each affiliate company. They
also featured a report on the content of the Management
Training Program. As such, they were brainstorming sessions
covering a broad range of content, not just restricted to the
CSR framework.

CSR brainstorming
sessions in each section

In response to the CSR brainstorming sessions for senior
management, CSR brainstorming sessions are being held
independently in each section as well. The Kyusyu Sales
Headquarters of the Urban Infrastructure & Environmental
Products Company holds its own internal brainstorming ses-
sions, deciding on various themes each year. In fiscal 2009,
this session studied the theme of CSR on which personnel
should focus their own efforts at the sales-facility level, to-
ward realization of the midterm management plan GS21-
SHINKAL This brainstorming session has helped achieve
understanding of the close relationship
between business activities and CSR.

JO\CE

The CSR brainstorming ses-
sion featured lively exchange
of opinions on the subject of
what CSR means to us. One
often heard the opinion that
a look back at our everyday
business activities might
show that we are unable to
meet the needs of the mar-
ket because we in fact focus
more on our own concerns
and those of our company.
We came to recognize that
earnestly accepting market
needs and acting to satisfy
these would lead to realiza-
tion of both CSR and the
midterm management plan.

Kyusyu Sales Headquarters,

Urban Infrastructure &
Environmental Products Company
Sekisui Chemical Co., Ltd.

Itaru Kitamura
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products and services, utilizing re- . /\
Qu\Z

sources effectively, and giving CSR

consideration to biodiversity.

See the separate “Data” supplement, pages
19 and 21 for the Environmental Management
Policy and Promotion System.
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mentally creative organization,” Sekisui Chemical Group
strives to balance successfully ecology (caring for and con-
tributing to the global environment, and living in symbio-
sis with the local environment) and economy (ensuring
economic benefits for both customers and enterprises).
Based on this concept, under the Midterm Environmental
Plan: Environmental Top Runner Plan SHINKA! beginning
in fiscal 2009 as well, the entire Group works together to-
ward achievement of key goals such as real-
izing a low-carbon society through our
- -

A balance between

and

Environmental Safety Section
Sekisui Techno Molding Co., Ltd.

Mitsuko Morishita




Carrying out the midterm

environmental plan as the first

step toward 2030

Progress on the Midterm Environmental Plan: Environmental Top Runner Plan SHINKA!

Sekisui Chemical Group has established the Sekisui Eco-
Frontier 2030 as a long-term vision for environmental
management to envision a society we need to aim to achieve
by 2030, make clear courses of action and achievement levels
of environmental management, and serve as a guidepost to
sustainable growth. We are promoting efforts for the current
five-year period as the Environmental Top Runner Plan:
SHINKA!, based on back-casting from the Sekisui Eco-Frontier
2030 goals.

Under the Environmental Top Runner Plan: SHINKAI, we
will strive to make proactive contributions to society through
thorough enactment of the existing concept of reducing our
impact on the earth’s environment through our businesses
and products as well as reducing environmental impacts from
our business activities, chiefly in the area of production, and
expanding our environment-contributing products (see P. 17).
We also plan to carry out a broad range of efforts on a global
basis, as our overseas businesses grow.

[IProgress on the Environmental Top Runner Plan: SHINKA! @_@

‘ Targets for Fiscal 2013 ‘

Sales ratio of environment-contributing products
to total consolidated sales

40% or more 21%

Results of Fiscal 2009

Reduction of greenhouse-gas emissions

20% reduction compared to fiscal 1990

24% reduction

Reduction of wastes generated

40% reduction in base units compared to fiscal 2007

3.3% reduction

Eco Value Index

At least three times compared to the fiscal 2007 value

1.4 times

The “Sekisui Eco-Frontier 2030” a long-term vision for environmental management:
aiming to achieve a society on the environmental frontier

By 2030, Sekisui Chemical Group aims to achieve a
society on the environmental frontier. This refers
to a society in which environmental awareness
and environmentally-friendly lifestyles become
broadly and firmly established among people and
both businesses and governments recognize the
environment to be one of their most important
values. We will contribute to reforming society into
a low-carbon entity and to building a recycling-
based society, by minimizing the environmental
impact of our business activities and continuing to
provide customers with environment-contributing
products as well as encouraging similar efforts in
society at large.

Three areas of focus

« Preventing Global Warming: Reforming society into a
low-carbon one

- Efficient Utilization of Resources: Contributing to creation
of resource recycling systems

« Biodiversity: Consideration for biological diversity

Two targets

« Achieving carbon negativity
Reducing greenhouse-gas emissions attributable to
business activities by offsetting greenhouse-gas emissions
during product use

« Preservation of biodiversity
Reducing as much as possible the impacts of our
businesses on ecosystems and striving to preserve
biodiversity through efforts including technological
development and nature conservation activities

CSR Report 2010 16
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The sales ratio of environment-
contributing products

has risento 21%

Toward Expansion of Environment-contributing Products

The key to realization and continuation of Sekisui Chemical
Group's goal of “making the ecology and economic activities
compatible” is contributing to reduce our impact on the earth'’s
environment through our products. For this reason, in fiscal
2006 we established our Environment-contributing Product
Standards and began managing such products in accordance
with these standards. In fiscal 2007, we revised the flow of
our internal certification activities to make the certification
process under these standards more objective.

In the future, so that all of our businesses can be carried
out with an awareness of contributing to the environment,
efforts will be important to build systems to advance creation

Sales of Environment-contributing Products

of products for serving as the pillars of our businesses in the
next generation, for example by integration of new product
ideas into the Design Review system in the development and
design stages, developing new certification standards for
intermediate materials and other products, and incorporating
third-party advice and opinions. For this reason, we will strive
to earn an even greater level of trust from society. In addition,
regarding the degree of contribution to the environment
in the product use stage, in areas such as reducing CO,
emissions and wastes, we will strive to achieve even higher
levels of reliability and endeavor to promote such efforts
broadly in society.

Considering the ratio of sales of environment-contributing
products to total net sales to be an important indicator, in
its midterm environmental plan Sekisui Chemical Group
has set the target of raising the ratio to 40% or more of the

total consolidated sales by fiscal 2013. While the target for
fiscal 2009 was a ratio of 23% of net sales, actual net sales of
environment-contributing products totaled 178.6 billion yen,
which corresponded to only 21% of consolidated net sales.

System for Environmental Consideration in Products (Three Greening Steps)

In addition to making contributions to society, Sekisui Chemical
Group is advancing Three Greening Steps intended to
incorporate consideration for the environment in three stages
of its business activities: development, procurement, and
manufacturing. For this purpose, we are implementing systems
including Product Assessments for Environmental Impact, Green
Procurement, and Prior Assessment of Capital Expenditure.

® Greening Development

(Product Assessment System for Environmental Impact)

This system is designed to develop products with reduced
environmental impacts and/or products that contribute to

[J Environment-contributing products conceptual diagram

T
a
=

Environment-

contributing products

Conventional environment-friendly products

Environmental
Contribution

Low

Sekisui Chemical Group's Scope of environmental
Business Activities impact reduction

Our Customers &
Society as a whole
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environmental conservation and improvement. We reviewed
matters such as the subjects of compliance evaluation and
assessment of chemical substances, in light of developments
including establishment and amendment of relevant laws.
® Greening Procurement (Green Procurement System)
The green procurement ratio for fiscal 2009 was 94.8%. In
addition, we established and began promoting separate
Green Purchase Guidelines for products such as office
supplies and equipment.

Forms related to green procurement and other materials
are available on the Sekisui Chemical website.

[J Environment-contributing products

Definitions

@ Products and businesses that demonstrably help reduce the
environmental impact on our customers and on society as a whole.

@ Products or systems having lower environmental impact compared to
similar conventional products and systems.

Scope of Application

@ Reduction of environmental impact and resource depletion related
to customers’ use, disposal and recycling (excluding production and
transportation within Sekisui Chemical Group)

@ Reduction of impacts on the natural environment (e.g., reduction in
greenhouse gases) and on the social environment (e.g. waste reduction,
resource conservation, and water saving/recycling)



Ashera Wood recycled building
material (synthetic lumber)

Using a New material made

generated by thermal power plants and recycled materials
made from household shopping bags and plastic containers
ng recycled resin), Ashera \Wood uses highly
weatherproof wood-meal filled resin on its surface to give it the
hile offering properties such as water-resistance,
d high strength. 1tis used as an exterior material

(container/packagi

feel of wood W
low elasticity an

primarily from limestone (fly ash)

in public spaces and other facilities. It contributes to reuse of

wastes and re

ducing use of forestry resources:
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3 Global Achieved a 24% reduction in green-
=0 warmind house-gas emissions from production
activities compared to fiscal 1990

Towards Prevention of Global Warming

Sekisui Chemical Group is striving to reduce greenhouse-
gas emissions from its business activities as much as
possible, and it is expanding these activities to all of its
business domains. In light of the facts that in 2008 the First
Commitment Period under the Kyoto Protocol began*!
and the Japanese government has set emissions-reduction
targets for 2020%*?, national and local governments are
accelerating their efforts to prevent global warming. While
of course businesses should work to prevent global warming
in accordance with laws and regulations, we believe there
is added value in carrying out our own efforts extending

beyond the scope of the relevant legal framework.

Based on this belief, Sekisui Chemical Group is striving to
reduce CO, emissions from its business activities as much as
possible, regardless of whether such activities are covered by
relevant laws or regulations, and is expanding these activities
to all its business domains.

*1 Under the Kyoto Protocol, during the First Commitment Period of 2008-2012 Ja-
pan is obliged to reduce its greenhouse-gas emissions by 6% from 1990 levels.

*2 In 2009, the Japanese government announced a target for reducing the nation’s
greenhouse-gas emissions in 2020 by 25% from 1990 levels, on the condition that
reasonable and equitable international efforts are undertaken.

B
We have established the overall target for fiscal 2013 of Sekisui Chemical Group handles a wide range of products
reducing greenhouse-gas emissions generated at the including homes, pipes and resins. It subcontracts most
production stage in Japan by 20% compared to the fiscal 1990 transportation of these products to outside logistics firms.
level, and we are advancing improvement activities in each sector Each shipping facility is seeking out possibilities for reducing CO,
toward achieving this target. In fiscal 2009 we realized a reduction of emissions through means such as modal shifts employing joint
24% compared to the fiscal 1990 level. While it is true that this result transportation and rail transportation. Such efforts have achieved
also includes the effects of reduced production due to the global a reduction of 18% in CO, emissions during transportation in
economic slowdown that began at the end of 2008, it also reflects fiscal 2009 compared to the fiscal 2007 level, although energy
the considerable effects of adopting the CO, Reduction Equipment base units used in the transportation stage increased by 2.6
Investment Promotion Measures begun in January 2007. percent over the same period.
(Thousand tons-CO;) @:u e ( ’)
o T S 0 d 3 CO, emissions d ]
40 = 389 .
30 """""""""""""""""""""""""" 365 330 compared to fiscal 2007
20 & . .
- 1 8% reduction
0 » )
1990 « 2007 2008 2009
N N
Since Sekisui Chemical Group's business facilities
Even in its office units, which generate relatively small S R quJeCt URELIeEIE Ol chanlges e
o o ) ) such as product lineups as the overseas business grows,
levels of CO, emissions, Sekisui Chemical Group strives . : g
o ) instead of setting overall targets the Group has established
to reduce CO, emissions through energy-conservation o e . i )
o . ) guidelines for the initiatives of each facility. It is making
activities such as encouraging employees to turn off lights i ) e :
) ; progress in reducing CO, emissions overseas in accordance
when not in use and using . . . A
) L . with guidelines calling for achieving in fiscal 2013 a 5%
air-conditioning settings . _ ’ ) i )
Offices in Japan ) reduction from fiscal 2008 in energy consumption per unit of
that save energy. Employee co - d I il
) ) > emissions ! output at production sites and a 10% reduction in energy use
environmental awareness is t off s iod
increasing, and in the future we compared to fiscal 2007 clsele e eI St
plan to enhance awareness- o o .
T e 0% reduction Guidelines established
N J J
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Resources

Wastes Generated in Production
Processes Reduced by 3.3% from

Fiscal 2007 per unit of output

Reduce

Reuse

Recycle

At manufacturing workplaces, we focus in particular
on reducing and reusing generated waste materials.

At Group production sites, we have been implementing
efforts such as reducing the amount of scrap waste generated
and simplifying the packaging of raw materials through
improvements in production efficiency employing the material
flow cost accounting method (see P. 22). In fiscal 2009, such
efforts have resulted in reductions in the volume of generated
waste by 17% compared to fiscal 2007 which is equivalent to
3.3% reduction per unit production amount.

B\
(Base unit index) @@/‘
100 r 9.7 \

Toward Efficient Utilization of Resources

While contributing to a comfortable society through
developing and supplying a diverse range of products,
Sekisui Chemical Group also generates waste at facilities
such as plants and construction sites. In addition, our
products themselves, after being purchased and used, will
become waste. Recognizing in this way the impact on the
environment of our business activities, we are reducing the
amount of waste we generate by eliminating inefficiencies
in resource consumption, based on the 3R (Reduce, Reuse,
Recycle) approach.

Sekisui Heim modular houses are built using a
construction method in which the amount of waste
generated at the construction site is less than that
produced by other construction methods, since at least 80%
of the home is produced in a plant. Still, through cooperation
between our construction sites and plants we are making
progress in reducing wastes further through activities including
reusing packaging materials and reducing excess materials
delivered to sites. As a result
of such efforts, in fiscal 2009
we achieved a 45% reduction Waste generated
in waste generated per house per house
including those generated at
the plant, when compared to
the fiscal 2000 level.

compared to fiscal 2000

45 % reduction

J
ptne ) s, )
othe® Efforts to reduce wastes generated are proceeding at ‘gé\e“‘\" Since 1998, Sekisui Chemical Group has promoted

Sekisui Chemical’s headquarters buildings in Tokyo and - Zero Emissions Activity intended to reuse all generated
Osaka, branches, and sales offices as well as key affiliate waste as resources. In fiscal 2009, Eslon B.V. was added to
offices. Since the majority of office waste consists of paper the ranks of sites achieving zero emissions, making it the third
wastes, we are advancing overseas site to do so.
waste-reduction efforts ) _
using copier-paper use as EV(\)lglsEtt’r):gScrtlijgﬁ) @@
an indicator. In fiscal 2009,
we achieved a reduction of compared to fiscal 2007 Eslon B.V.
7.5% from fiscal 2007 in this 7 5 R " R
indicator. oD % reduction achieved zero emissions!
N = >
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Reducing Both Waste and Costs by Utilizing Material Flow Cost Accounting

Since fiscal 2006, Sekisui Chemical Group has employed
Material Flow Cost Accounting (MFCA)* to identify points
for improvement based on the point of view that wastes are
negative products that cost money to produce. We employ
this method to promote activities that balance both economic
and ecological goals by reducing both material waste and
costs, through coordination with activities by Manufacturing
Development Innovation.

The midterm environmental plan has the target of
achieving a total reduction of 5 billion yen in loss costs on a
cumulative basis over the five-year period from fiscal 2009

Efficient Utilization of Resources
in Housing Construction

In November 2009, the Housing Company attained
certification under the wide-area recycling designation system
on collection, transport, and processing of wastes. This makes
it possible to collect and sort wastes of construction sites
back in the plant, which had been difficult in the past since
production and sales were handled by different companies.

This also will make it possible to check of excess materials
delivered and provide feedback to the materials allocating
section, as well as simplifying reuse of materials such as
packing materials and excess materials. We believe we will
be able to make further progress in waste reduction and
effective use of resources as plants and construction sites
work together as one.

Conservation of Water Resources

The Midterm Environmental Plan: Environmental Top Runner
Plan SHINKA! includes a target for fiscal 2013 of a 10%
reduction in water intake compared to the fiscal 2007 level.
Water intake at all production facilities in fiscal 2009 fell by
2.6% in comparison with the fiscal 2007 level. In the future as
well, we will advance further our efforts to reduce use of the
valuable resource of water.

through fiscal 2013. In fiscal 2009, we reduced the total
amount of loss costs by 700 million yen from fiscal 2008. In
the area of waste reduction as well, the sites at which these
activities were conducted reduced total waste generated by
9% and kept waste generation per unit production volume to
only a slight increase despite decreases in production volume.

* Material flow cost accounting (MFCA): A method of assessing costs comprehensive-
ly by tracing the flow of materials within production processes and focusing on the
losses (wastes) generated in these processes. Use of this method realizes new cost
savings and reductions in environmental impacts, by making hidden inefficiencies
visible through treating wastes as negative products.

Through awareness within all
departments, we achieved
the Zero Emission Certificate.
Eslon B.V.

Judith America

Since 2000, Sekisui Eslon B.V. registers the separation of
the waste generated in there production processes. The
internal waste streams were reused and the external
waste streams were disposed by local collectors. The
awareness of zero emission activities started in 2006 by
the cooperation with one of the biggest Benelux Waste
collectors. We agreed in a “Sustainable Waste Processing”
contract to create green solutions for all external waste
streams. As a consequence the collecting of
all the generated waste was structured
and up-dated in all departments.
The first step into achieving zero
emission was made. Thanks to the
effort and commitment of all our
employee’s in the optimizing of
the processes and procedures the
final requirements were achieved
in the past years. To preserve the
Zero Emission for the future we
keep looking into thorough
improvements especially for
reducing and reusing the

generated waste.
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control of
Chemical
- Sub Stances

Working to properly control chemical
substances and reduce their emissions
through ascertaining the characteristics

and effects of individual substances

Proper Control of Chemical Substances

Sekisui Chemical Group uses a large amount of chemical
substances when producing its products. While chemical
substances make people’s lives more convenient, if released
into the environment they could have harmful effects on
the environment or on human beings. Therefore, we regard
as important responsibilities of the Group the consideration
of product safety, occupational safety and health, and
environmental impact and other matters through proper
management of chemical substances.

Accordingly, we are implementing efforts such as the
Product Assessment System for Environmental Impact*' and

Development

Product Assessment System
for Environmental Impact
® Check on prohibited substances }
@ Check on substances prescribed
by law
Formulation and
operation of the Chemicals
Management Regulations

Green Procurement System
® Evaluation sheet

Reduction of Discharge and Transfer of
Volatile Organic Compounds (VOCs)
into the Environment

Since fiscal 1999, we have been working to reduce discharge
of environmental pollutants into the environment. Since fiscal
2006, these efforts have targeted volatile organic compounds
(VOCs) as well, and in the Midterm Environmental Plan:
Environmental Top Runner Plan SHINKA! we have set the
target of a 60% reduction in discharge of VOCs into the
atmosphere in fiscal 2013 compared to fiscal 2000. In fiscal
2009 we achieved a 46% reduction compared to fiscal 2000.

Other Pollution-Prevention Activities

Sekisui Chemical Group is working to meet the targets of
legal and regulatory restrictions and to reduce discharge of
pollutants through appropriate maintenance and control and
periodic inspection of the wide range of equipment it uses
regarding exhaust and water emissions.
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Prior Assessment System of
Capital Expenditure

for procured products } ® Check on safety and environment } @ Legal description >
® Check on energy

the Green Procurement System*? as well as setting our own
targets for reducing discharge and transfer of chemicals and
eliminating our use of the most critical substances. We also
review periodically chemical substances that are candidates for
control or regulation of use, in accordance with establishment
and amendment of relevant laws.

*1 A system for assessment of the environmental impact of a product all the way
through raw material procurement, manufacture, use, disposal, transport, and all
other stages.

*2 A system of giving priority to choosing raw materials, products, etc. with lower lev-
els of environmental impact when procuring such materials and products.

Transportation

Information disclosure
@ |ssuing of yellow cards

Sale/Use

Information disclosure
@ [ssuing of MSDS

Implementation of various
restoration activities
Formulation and operation of
the Chemicals Management

Business Site Soil Investigations

In fiscal 2009, we conducted surveys compliant with the Soil
Contamination Countermeasures Law at five business sites
and completed three of these.

Results of these surveys shows values in excess of
standards for soil pollution in parts of three sites: Sekisui
Chemical’s Shiga-Minakuchi Plant, Chiba Sekisui Industry
Co., Ltd,, and Okayama Sekisui Industry Co., Ltd. In addition,
at Okayama Sekisui Industry Co., Ltd., arsenic in excess of
groundwater standards was discovered, although this is
thought to be from natural sources. Planned countermeasures
include replacing contaminated soil exceeding standard
values with clean soil and preventing the spread of
contaminants through paving and other means.

Plans call for surveying all subject sites during fiscal 2010.



Building an environmental
management system and carrying out

environmental conservation activities

Advancing Environmental Management: Expanding Use of the

Environmental Management System

At Sekisui Chemical Group, we promote environmental
management on a global basis. In an effort to carry out
environment-friendly business activities effectively, we have
developed our environmental management system (EMS)
in accordance with the ISO 14001 standard and are working
to expand application of this system throughout the entire
Group. As of March 2010, 76 group business sites, including
sales companies, hold ISO 14001 certification. The number
of employees at these business sites represents 62% of all
Sekisui Chemical Group employees.

We also are building and expanding EMS throughout
our supply chain, including contractors. As part of this
effort, we ask suppliers to obtain certifications such as ISO
14001 and Eco Action 21* and support them in these efforts.

* Certification of environmental management systems, established by the
Ministry of the Environment of Japan

As each of our businesses advances overseas, we are
accelerating deployment of environmental management
at a global level. We have developed a structure for
collecting data on environmental impacts such as energy
use and volume of waste generated at overseas sites and are
implementing efforts to lessen environmental impacts at each
production site and office. Furthermore, in the future we will
promote aggressively activities to acquire 1SO certification at
each main site and to achieve the goal of zero emissions.

0\\0““0

WS L We are advancing “green office” activities through
means such as promoting energy saving and recycling,

reducing use of paper, and promoting green purchasing
to reduce environmental impacts at Sekisui Chemical’s
headquarters buildings in both Osaka and Tokyo and at our
offices at sites across Japan, including housing sales companies.
Under the midterm environmental plan, we will further spread
and promote green office activities, setting goals of a 10%
reduction in CO, emissions including those from sales vehicles
and a 20% reduction in the volume of copier paper used, as
well as establishing model offices.

Developing Environmental Awareness through Environmental Education

Sekisui Chemical Group is working to promote environmental
management through having all employees act on their own
to benefit future generations based on their own high levels
of environmental awareness. We believe it is very important to
foster an organizational culture in which every employee has
a true feel for issues such as global warming and biodiversity
and a large number of its
human resources has a
high level of environmental
awareness, which results
in consideration for the
environment expressing
itself naturally in their

The Sekisui Nature Study Course.

actions. Through our efforts including environmental education
and training from a wide range of approaches, nature
conservation activities in the community, and raising awareness
on environmental efforts in the workplace and the home, we
are working to develop environmental awareness.

@ Expanding training programs for specific employee ranks
Until now, environmental training has been provided
for new employees and new members of management.
Under the midterm environmental plan, we are expanding
this training to deploy it for core Sekisui Chemical Group
employees of the business leader level as well, including
executives of Sekisui Chemical.
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We, Sekisui Chemical Group, consider “CS & Quality” as
our central concept of management and will consistently
innovate to maintain the quality of products throughout
all our activities. The Group aims continuously to provide
values that meet customer expectations, to strive to be
chosen by our customers on an ongoing basis, and to
develop and grow with the customer over the long term.
In addition, based on the motto “We consider customer’s feedback as the
beginning of our manufacturing,” we will aim, using the wide range of com-
ments and information received from customers, to improve the Quality of
Products as well as the Quality of Systems and the Quality of People, which
support it, and to improve both the Basic Qualities and the Attractive Quali-
ties of the values we provide to customers. The entire Group works together
as one to realize quality that will continue to be specified by customers.
See the separate “Data” supplement,
pages 19 and 21 for the CS & Quality
Management Policy and
Promotion System \
|
We consider as the |
beginning of our manufacturing
CONTENTS
26 Progress on the LTl n k I§ 1 l.
Midterm Plan k q [
27 Systems Supporting | l
CS & Quality Management
29 Efforts toward Enhancing |
Basic Qualities e
32 Efforts toward Creating '
Attractive Qualities A F H
33 Topic:

Aiming for a society in which the
people of the world can live in
health and comfort

Manufacturing Department, Tokyo Sekisui Heim Industry Co., Ltd.

Supersonic A Group
(gold-prize winning group in the FY2009 Sekisui Chemical Group Improvement Activities Report Assembly)
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Advancing efforts to

improve Basic Qualities and

Attractive Qualities

Important Items and Progress on Them

External loss costs* in fiscal 2009 decreased by 3.2 billion yen
from fiscal 2004. We also enhanced various types of education
and training as well as tools for the purpose of training the

human resources responsible for CS & Quality Management.
* Costs arising from responding to product-related complaints and claims

CS & Quality Management Indicators

In fiscal 2006, Sekisui Chemical Group introduced a set of CS
& Quality Management Indicators, which we use to assess
the performance of each company. These are quantitative
indicators that make it possible for us to see how much
value we are delivering to the market and to our customers.
Since the values of individual businesses differ with their
own unique characteristics, a wide variety of indicators has
been established for each industry and product category.
Monitoring these indicators helps to ascertain the level of
CS & Quality Management being realized, and they serve as
leading indicators for long-term business management.

CS & Quality Management
Promotion System

The CS & Quality Subcommittee established under the CSR
Committee drafts, deliberates, and decides on fundamental
policies and implementation plans, as well as examining the
state of related activities and issuing appropriate instructions
and advice. The subcommittee, whose members include
the directors in charge of CS & Quality Management from
each division company, provides feedback to the relevant
division companies and sections in charge concerning the
content of its decisions, to enable actual activities. In addition,
through activities including monitoring CS & Quality activities
groupwide, deploying human-resources training measures, and
communicating information concerning CS & Quality, the CS &
Quality Group in the Corporate Headquarters' CSR Department
promotes CS & Quality Management in the Group.

&
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Sekisui Chemical Group Concepts

Basic Attractive
Qualities Qualities
I I

Continuing to create new
value in anticipation of
the needs of customers
and society

Delivering products and
services with the quality
promised to customers

)

U

Housing Company

CS & Quality Conference

Each year, the Housing Company holds a CS & Quality Confer-
ence, gathering together in a single venue senior management
of division companies and of sales companies, production com-
panies, and construction and logis-
tics partner companies across Ja-
pan, to ensure thorough adherence
to CS & Quality activity policies and
sharing of information on examples
of such activities in each locality.

Urban Infrastructure & Environmental Products Company

CS & Quality Committee

In the Urban Infrastructure & Environmental Products Com-
pany, the CS & Quality Committee meets once annually to
check on the actual results of CS & Quality Management and
discuss plans for the next fiscal year. Thirty people take part
in this meeting, including the presidents and other execu-
tives of division companies, senior management of each
business division, and plant managers, division company
staff, and senior management from each section.
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l cs&Qu

ality Developing the human resources

Management to respond to the voice
of the customer

System for collecting and utilizing customers’ feedback

In addition to Customer Information & Consulting Services in
the CSR Department, Sekisui Chemical Group has established
contact points for inquiries in each division company'’s
business facilities and in each section of sales companies.
In this way, we are working to respond swiftly to inquiries,
guidance, and wishes from customers. Information submitted

to Customer Information & Consulting Services is stored in
the Hayamimi Network in-house database, where it can be
viewed by related sections such as those involved in product
development and by management. Each division company
utilizes the information in the Hayamimi Network as examples
of customer-service cases and hints on product development.

[J The starting point of manufacturing development is customers’ feedback

Collection Hayamimi Customer’s

Contact point "\ 0o m— feedback

Customer’s Opinions Analysis,

foedback Surveys andwishes% NI et planning ]| and design ] construction

Categorization

Reflecting,= == === == === === == | e R e e e e mm e ———————

Senior executives and
' related sections '

Manufacturing development
workplaces

’ . Receiving - Factor
Interviews Complaints ——> , Investigation Response .
P complaints K 9 K p > analysis
Reflecting
Other
Preventative
Resolving dissatisfactions Measures

Housing Company

Continuing to hold CAT Meetings for direct dialogue between customers and top management

Since fiscal 2005,
members of top
management of
the Housing Com-
pany and housing
sales companies
have been holding
Customer and Top
A CAT meeting (CAT) Meetings in

which they meet
with customers directly to solicit feedback. In fiscal 2009,
these meetings were held 1,411 times, gathering feedback
from a total of 4,583 customers (2,968 households). Ex-
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amples of putting customer feedback to use cover a broad
range of efforts including not just improvements to me-
chanical equipment and additions to the choices available
to customers but also enhancements of communication
with customers such as improvements to explanatory tools
used for customers and periodic inspections. In addition, in
fiscal 2009 the CAT Meetings were expanded at Tokyo Seki-
sui Heim Co., Ltd. into a series of multiple repeated meet-
ings with customers who had taken part in CAT Meetings to
obtain proposals from a point of view like that of an advisory
board, actively seeking advice on sales-company manage-
ment in general, from a broader perspective.




Training the human resources to
support manufacturing development

Various programs are underway in a systematic manner, in
accordance with the Manufacturing Development Training
Program Midterm Plan formulated in fiscal 2005. These
lead to improvements in levels of quality by promoting
consciousness of manufacturing development and reforms in
behavior among individual employees.

[J Manufacturing Development Training Program Midterm Plan

Fiscal 2005 Fiscal 2006 Fiscal 2007

[J Manufacturing Development Training Program

Programs Details

Compulsory Program | Mind management training for managers
for Each Level in manufacturing sections

An elective program focused on training in the
areas of engineering and knowledge (i.e., safety,
quality, maintenance, and innovation methods)
Consulting, preparation of manuals, and training of
instructors on methods of transferring technologies
and skills to the next generation of employees

Rank Advancement
Program

Technologies and
Skills Transfer Program

Fiscal 2008 Fiscal 2009 - 2013

Planning, trials Unification of training Deployment in Sekisui Chemical Group (in Japan) Deployment overseas

. Restructuring of
'\gﬁ{;ﬁ;}?‘tg;?n%n manufacturing
Formulation, trials develgpment
training

Compulsory Program for Each Level
Rank Advancement Program

Consolidation with HR systems

Enrichment and expansion of training programs
@ Preparation for and implementing overseas deployment
® Ascertaining results of training

® Development of training tools

Human-resources training to foster a CS culture

Sekisui Chemical Group has been rolling out a CS awareness
program called STAR 55 since fiscal 2002. In fiscal 2009,
in addition to implementing the program as part of the
training programs for specific employee ranks, for personnel
including new employees and newly appointed managers, a
CS Communication Skills Program began, with the objective
of improving interpersonal skills. By developing bundled

Holding telephone service training

Telephone service training, which has been conducted with
the goal of communicating to participants the telephone
service skills and expertise built up at Customer Information
& Consulting Services, was redesigned at the end of fiscal
2008. This redesign included adding guidance and simulation
exercises as well as double-checking for a wide range of more
detailed subjects including mental preparation for telephone
service, steps from picking up the receiver until the end of
the call, word use and
ways of speaking, and
listening abilities. In
fiscal 2009 this training
was conducted at 14
sites, with a total of 248
employees taking part.

A telephone service training

individual programs based
on the systematic program
implemented until now,
adoption suited to the needs
of individual sites and other

facilities has been simplified.
The STAR 55 program in action

The practical role-playing was
very meaningful

Metropolitan Sales Office 1T,
Sekisui Medical Co., Ltd.

Sahara Sonoda

The practical content of this training was very useful.
While | also underwent training on telephone service
right after joining the company, since that was just
classroom learning it did not give me a

true feel for telephone service. After
| began working on telephone
service | encountered some

difficulties. For this reason, |
feel having this opportunity to
undergo training including
practical role-playing, instead
of simply memorizing
preparedness and
knowledge, has been

very meaningful.
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ward . .
fforts © In pursuit of quality that rewards
Enhande, o , e
gasic Quall customers’ trust, striving to
enhance quality-control systems

and ensure safety

Efforts at the productivity 1 Results of “three zero” activities Verified Verified 58
innovation center
oL . ) Claim handling Number of MFCA loss cost
As a result of organizational restructuring, the Manufacturing G occupational injuries wealiEtan

Development Innovation Center, which had been set up
inside the R&D Center at Corporate Headquarters, has been

made a part of the Total Manufacturing Management Center 700
43, | 9.

newly established in fiscal 2009, together with the Global

Manufacturing Innovation Group, the Purchasing Group, and reduction reduction n:;g':clli);enn
the Safety Group. Actively advancing its goal of “Manufacturing
Development SHINKA!" the Center contributes to enhancing
Basic Qualities at Sekisui Chemical Group’s manufacturing Vs FY 2008 Vs FY 2008 Vs FY 2008
development sites. In fiscal 2009, under the motto “zero claims,
zero accidents or defects, and zero waste,” it strived to reduce
loss costs, developing zero-defect production lines using
advanced automation, introducing advanced eco processes, capabilities at overseas sites. As a result, it achieved a reduction
and enhancing manufacturing-development infrastructure of 8.9 billion yen compared to the previous fiscal year.
Communicates ways of thinking about enhancing productivity
Manufacturing Development Handbook ~ N

In 2009, a Manufacturing Development Handbook was produced,

combining together in a single publication Sekisui Chemical CompanyWide quality

Group's ways of thinking about activities to enhance productivity. engineering presentation meeting
Organized on the framework based on the concepts that qual-

ity is not possible without safety and productivity is not possible Sekisui Chemical Group proactively employs
without both safety and quality, of manufacturing development quality engineering to reduce quality variation
focused on elimination of waste, and that manufacturing devel- in manufacturing development. Since fiscal
opment is one part of human-resources development, this hand- 2004, we have held annual companywide qual-
book briefly summarizes the fundamental items on safety, the ity engineering presentation meetings, in an
“5S,"* policy management, quality control, standardization, equip- effort to share information within the company
ment safety, and group improvement activities. Overseas editions on cases of putting quality engineering to use.
translated into English, Chinese, and Korean have been prepared The sixth such meeting, held in fiscal 2009, wel-
as well, and these are being used to help enhance manufacturing comed 92 participants for nine presentations on
development overseas. application of quality engineering, from devel-

* Organization (seiri), orderliness (seiton), cleaning (seiso), cleanliness (seiketsu),
and discipline (shitsuke)

opment and production sections.

Manufacturing Development Handbook

The quality engineering presentation meeting
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Systems for ensuring product safety

In response to amendment of the Consumer Products Safety
Law*, in August 2007 Sekisui Chemical Group established its
Guidelines for Independent Action on Product Safety. We also
established flows for responding to product-related incidents
as new in-house rules. Since then, in accordance with these
activity guidelines all sections, including development,
manufacturing, marketing, and maintenance units, make

[J Guidelines for Independent Action on Product Safety

— Legal compliance

® Clarification of and compliance with relevant laws and regulations

— Efforts for ensuring product safety

® Continuous product-safety improvements
(intrinsically safe design and preventing misuse)
® Compliance with safety standards
(design, manufacture, sales, construction, repairs)
® Training employees on product safety
® Improving preparedness
for product-safety incidents

— Responding to product-safety incidents

£13485 15NPO.d UO UONDY
1uapuadapul J0j sauUlRPIND

® Swift communication with top management

® |nitial response in consideration of customer safety first

® Sharing information with related sections

® Investigating the cause of the incident and taking measures to
prevent its reoccurrence, such as product recalls

® Reporting information to regulators and product-assessment
and technological-standard organizations

Promotion of quality control systems

repeated efforts to improve the Quality of Products and the
Quality of System:s.

* A law established in 1973 to prevent accidents caused by products in everyday use
by consumers and to protect the interests of consumers. This law was amended
partially in May 2007, incorporating the requirements that manufacturers report any
serious product-related accidents to the national government within 10 days and
that the government publicize such reports promptly.

[J Flow for responding to product-related incidents

Sekisui Chemical Group
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Sekisui Chemical Group has developed thorough quality-
control systems covering every process from production
through product use by customers. Each section has a quality-
assurance system for its products and services, and in each
process we promote controls on a daily basis following the
PDCA* management cycle. Moreover, in developing products
and making improvements to quality, we conduct screening
from a variety of different perspectives, such as those of
quality assurance and safety. We also are encouraging
our business sites to become certified under the ISO 9001

Deploying seminars on proactive measure

In fiscal 2009, the Seminars on Proactive Measure which have
been periodically implemented
in development and design
sections, aimed at preventing
errors through organizational
efforts using systemic methods,
were expanded to include
manufacturing sections as
well. This year three seminars
were held, for a total of 112
participants.

A Seminar on Proactive Measure

international standard on quality assurance and quality
management. In fiscal 2009, the total number of Sekisui
Chemical Group business sites and departments certified
under this standard rose to 85. The number of employees
at these ISO 9001-certified business sites and departments
represents 56% of all Sekisui Chemical Group employees.

* P="Plan (planning), D= Do (implementation, operation)
C= Check (checkup, corrective action) A= Action (improvement, review)

Aiming for a level of
zero claims

Shiga-Ritto Plant
Sekisui Chemical Co., Ltd.

Tadashi Tanaka

Taking part in this seminar, at first | felt like it might
be intended for engineers. However, as the lecture
progressed | came to understand that using analytical

methods in investigating the causes of claims could make
problems clear, and countermeasures could
lead to prevention of their reoccurrence
and preventing them before they
occur the first time. While we have
not yet developed efforts that employ
analytical methods on an everyday
basis, | would like to aim to eliminate
claims by utilizing these as one

item to use when investigating

the causes of problems (claims).
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s/QC site dialogues

Wwith the QC Caravans that began in fiscal 2008 as their
starting point in fiscal 2009 S/QC cite dialogues pegan, as
for sharing of information among part'\c'\pants on
the subject of the state of everyday management at pro-
duction sites, which is the foundation of manufactur'\ng
deve\opment. In these events, partidpants from the site
leader level, in charge of product'\on, quality, and safety,

Visit a business site to discuss cases on the themes of safety

and quality and to take partin site tours and group discus-
‘ons and actua!

sions. The opportunit‘

products in a different cite and tO speak with participants

with whom one does not interact ordinarily have en-
abled partic'\pants to develop pract'\ca\

insights that they have then
reflected in actual
operat'\ons. In
fiscal 2009, these
events were held
eight times, with
137 partic'\pants
from 4O sites.

Group jmprovemen
on a global basis

gmall group activities, which began in 1966 as Quiality Control (QQ)

groups, today have grown into "group improvemem activities” in
which employees in eac lace form small groups to promote

i | efficiency and product
d to busi-

quality improvement>:
ness sites not just in
2009, the 17th All-Sekisul Americas

duction companies. In October ,
bly was held at sekisui S-Lec

\mprovemem Activities Report Assem
America, LLC. (in the United States), welcoming 74 participants from
i Americas. In addition, in

10 Group companies doing business in the
November the All-China \mprovement Activities Report Assembly,
the first such event 0 pe held in China,
mond plastics CO- Ltd., welcoming 65 partici
from siX companies doing business across

2010), welcomed participan
two from overseas) chosen from regional blocs.

Industry COo. Ltd. won the gold prize, while amon
Wuxi SSS—D'\amond plastics CO- Ltd. took the bronze prize.
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amamatsu Plant
Sekisui Fulle C., Ltd.

Masakazu Yokoyama
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Focusing on development of
systems and human resources
for providing more attractive

quality and service

Promotion of quality control systems

gfforts ‘°W2:rda

Qua\.\f\es

ctive

Training personnel of the next generation to create the
Attractive Qualities in our Creation School training sessions
To continue creating Attractive Qualities, it is essential
to develop the human resources to carry it out. For this
reason, Sekisui Chemical Group began in fiscal 2008 holding
Creation School public training sessions for young and mid-
level employees. The goal of these sessions is developing
human resources who will understand what provides value to
customers and society and generate a succession of attractive

products and services.

In June 2009, a meeting
was held in which the first
year of Creation School
students, who had continued
these activities from the
previous fiscal year, reported
to management on the
results of their activities.

The meeting in which the first
year of Creation School students
reported on their activities

Attractive Qualities Series of CS & Quality seminars held

Since fiscal 2001, Sekisui Chemical Group has held CS &
Quality seminars to which it invites leaders from various
industries who have strong knowledge concerning CS and
quality. Beginning in fiscal 2008, the CS & Quality seminars
have been held under the title of the Attractive Qualities
Series, focusing on themes for creating Attractive Qualities. In
fiscal 2009, three sessions were held in Tokyo and Kyoto. These
seminars featured lectures from key product-planning and
development professionals from other firms who had worked
on unique new hit products and exceptional businesses, on
subjects including points of view and ideas on development

as well as factors for success.
Many participants later said
that these lectures provided
much useful information, with
interesting case studies that
included talk of difficulties
faced, and that they were
very easy to understand and raised awareness about hidden
matters that tend to be overlooked on an everyday basis, an
indication that these seminars provided opportunities for
education and raising awareness.

A CS & Quality seminar

Increasing motivation through Miryoku Hinshitsu Monogatari

To increase motivation among young product-planning and
development personnel, in fiscal 2008 a web site titled Miryoku
Hinshitsu Monogatari, or “The Story of Attractive Qualities,”
was released on the company intranet. In fiscal 2009, two new
themes were added to the site. This site tells the story of the
processes of development and introduction of hit products
and long-selling products that Sekisui Chemical Group has
produced so far — in other words, it describes the birth and
development of a number of attractive products that have
provided customers with new value and contributed to
society. It aims to lead to creation in the next generations of

Attractive Qualities through -

inspiring employee self- &

confidence by informing them

about the background of ﬂ I |

Sekisui Chemical Group and -

through sharing information . . )
Miryoku Hinshitsu Monogatari on

on the breakthrough points*  the'company intranet

in product development.

* Advancement or development of a situation brought to a standstill
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{/ The role of preventive healthcare grows
more important in an aging society

Recent years have seen an increase in lifestyle-related
diseases such as diabetes, which are worsening as a result
of changes in people’s lifestyles. According to a survey of
public health and nutrition conducted by the Ministry of
Health, Labour and Welfare, it is estimated that there are
22.1 million people in Japan who are strongly suspected
of having or at an undeniable risk for diabetes—
approximately 1.3 times the figure from 10 years ago. The
same trend is apparent worldwide, and the International
Diabetes Federation (IDF) projects that the total number
of people with diabetes in the world will rise to 350
million over the next 20 years and is promoting a Unite for
Diabetes campaign to the world.

Since early detection and treatment are very important
for lifestyle-related diseases, interest in preventive
healthcare is increasing and the roles played by diagnostic
reagents and testing methods are growing more and
more important.

Sekisui Chemical Group carries out a variety of business
activities toward protecting the global environment and
realization of better ways of living for human beings.
One of these is the medical business, which aims to
build a sustainable society from the perspectives of
comfort and health. The following is an introduction to
the thoughts and initiatives of Sekisui Medical Co., Ltd.,
which plays a central role in this business.

&/ Broadening the possibilities for
early detection, prevention, and
treatment of lifestyle-related diseases

One of the products developed by Sekisui Medical
Co., Ltd. that is attracting attention worldwide is its
cholesterol testing reagents, which are related closely to
arteriosclerosis. These made it possible to measure HDL
(“good”) and LDL ("bad”) cholesterol, which until then had
required complex preprocessing, directly using common
automatic analysis equipment, thus contributing greatly
to medical facilities by increasing the speed of testing
and simplifying it. In addition to these, Sekisui Medical
is making substantial contributions to prevention and
treatment of lifestyle-related diseases such as diabetes
through supplying medical facilities with a number of
outstanding products including the world'’s first diagnostic
reagents using the enzymatic method for measuring
glycohemoglobin Alc*!, and simple/rapid reagents and
equipment for measuring BNP**,

Rapid Chip BNP

Rapidpia



4

In addition, in the medical treatment field, another
main business along with the diagnostic reagent business,
Sekisui Medical provides support for pharmaceutical
research, development, and production at pharmaceutical
firms in Japan and around the world. For example, the
ADME & Tox. Research Institute has used state-of-the-
art analytical equipment and technologies to establish
testing methods for forecasting how prospective new
drug compounds are absorbed into the body, the medical
effects they demonstrate, whether they are eliminated
from the body, and what kind of side effects they will
have, and these methods have been evaluated highly and
earned a high level of trust in the industry.

*1 Needed for early detection of diabetes and observation of the treatment process
*2 An essential marker for diagnosis of heart failure and ascertaining medical
conditions

4 Providing safer, more reliable products

The medical business is characterized by a high level of
demand for safety as well as quality. Sekisui Medical Co.,
Ltd. has developed a system for providing safe and reliable
products in which each section handling development,
production, and sales of diagnostic reagents has
established its own unique structure.

In development, it has established an internal R&D
Ethics Committee to address various ethical considerations
such as privacy protection, particularly with regard to
research using human cells and tissue, and this committee
conducts ethical screening of individual research issues.
In addition to members from within the company, this
committee’s membership also includes outside experts
such as doctors and attorneys, to ensure objectivity through
exchange of opinions from third-party points of view.

In production, Sekisui Medical thoroughly carries out
safe and reliable manufacturing based on the principle
of compliance with the standards for production control
and quality control of medical devices and in-vitro
diagnostic agents under the Pharmaceutical Affairs Law.
It also has established its own Sekisui Medical Promotion
Code based on the Japan Association of Clinical Reagents
Industries’ guidelines for promotion of in-vitro diagnostic
agents, as it strives to reward the trust of society in the
area of sales as well.

Rapid tester
FLU stick

Cholestest N HDL/Cholestest LDL

These are clinical reagents used to measure both
“good” and “bad” cholesterol, which are related
to arteriosclerosis. They boast the world's top
market share.

o

I would like to see Sekisui Medical
Co., Ltd. grow into a company with a
sense of greater presence by always
taking a broad view.

The role of clinical testing is
increasing in importance for the
purposes of medical quality assurance
and promoting public health.

For this reason too, | would like
to see the company make steady
progress in development of testing
methods that are highly beneficial
from a clinical perspective and easy
to use at medical facilities, without
being bound by existing products
and technologies.

In doing so, | hope to see
products created that can resolve the
various medical issues arising around
the world.

Japanese Society of Laboratory Medicine
Yukihisa Miyazawa, President
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Professional human resources,
each with his or her own unique skills

Corporate
culture fostering
individual
learning and
growth

Japanese society is experiencing a falling birthrate and a

Opportunities to
take on challenges
on one’s own

Growth and
Commitment

growing elderly population. At the same time, employees’

values and lifestyles are becoming more diverse. Against Workplaces where diverse human resources

can thrive Rewarding workplaces

this background, Sekisui Chemical Group strives to create
environments where employees can work with liveliness
and with a sense of safety and security and to create vari-
ous systems and opportunities that help each employee
develop their own skills and grow as professionals, based on the idea that “employees are precious assets bestowed on us by
society.” We believe that actively helping each employee to be ambitious and realize their own potential at work through
such efforts will promote the further development of our organization and business, which in turn will allow us better to con-
tribute to society through our business. With the recognition that it is our social responsibility to protect individual human

rights, we also respect the diversity, personality, and individuality of

each person, and we promote creation of various working styles
and safe and secure work environments in response to conditions

in each country and region.

uiz 3
See the separate “Data” CSR Q Em p|Oyees are
supplement, pages 20 - 21
for the Human Resources
and Human Rights Policy

and Promotion System

bestowed on us by
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Advancing efforts toward development
of outstanding human resources and
creating rewarding workplaces from a

medium-term perspective

As the globalization of its businesses accelerates, Sekisui
Chemical Group is striving to create an environment in which
each individual employee can thrive to an even greater extent
and to build a foundation for training human resources.

In fiscal 2009, we carried out efforts focused on securing
and developing global human resources, deploying career
education led by career advisors across the Group, and
promoting measures to achieve a sound work-life balance.

[1Results of Main Efforts in Fiscal 2009

Deployment of a global HR
development project

Securing and developing

Securing and developin
global human resources 9 ping

global human resources

Systematic implementation of
CSR training

Corporate culture fostering
individual learning and
growth

Deploying career education led
by career advisors across the Group

Revising the full-time
assignment strategy program
(from development to evaluation)

Growth and Commitment

Promoting measures to achieve a
sound work-life balance

Building workplaces where women,
older employees, people with
disabilities, and non-Japanese
employees can thrive

Workplaces where diverse
human resources can thrive

Rewarding workplaces
Building healthy, comfortable

workplaces (fighting harassment,
carrying out mental-health measures)

In fiscal 2010, together with continuing to focus our
efforts on development of global human resources, we
will advance efforts focused on improving Group human-
resources capabilities and building workplaces where diverse
human resources can thrive, under the activity policy of
“enabling each individual employee to be prominent and
play a key role.”

+ Revising pay systems and enhancing benefits for employees
stationed overseas

+ Holding a conference of North American HR section managers

- Securing global human resources at the Boston Career Forum
(one of America's largest job fairs for international students)

+ Consolidating the global employee and global trainee programs
into a companywide program

+ Enhancing training held three months in advance of overseas
assignment

+ Implementing CSR training at overseas facilities

+ Training career advisors to lay the groundwork for career
education
(Cumulative totals of 34 career advisors are officially certified
and 83 have completed in-house training)

+ Deploying career training taught by in-house career advisors at
Group companies

- Adopting processes for generating results and a system for
evaluating growth

+ Holding training of supervisors to strengthen their abilities to
train subordinates

+ Making working hours more reasonable and implementing
measures to promote a sound work-life balance

+ Implementing measures to promote hiring of female employees
in preparation for fiscal 2011 hiring

+ Holding seminars for specific targets, to foster an appropriate
culture

+ Promoting taking of childcare leave by male employees
(12 male employees took the leave)

+ Holding training on harassment and implementing policies and
guidelines for preventing harassment
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-~ @Global Human Resources Development from Three Perspectives

Since 2000, Sekisui Chemical Group has aggressively
advanced the globalization of its businesses,
through means including opening production
facilities overseas, chiefly in China, and expanding
its businesses overseas, mainly through mergers and
acquisitions. Today, more than 20% of the entire
Group's employees are working overseas, and as it
does business on a global basis the need to secure
and train global human resources is becoming even
more pressing.

. Promoting development
of human resources who can
thrive on a global basis

AON0,
wo\l\%‘\.\\\es

o\‘“fo\ea‘“ We have developed systematic international train-

ing for new employees and global staff training,
as opportunities for employees to learn in stages,
starting with young employees, the knowledge and mindset
needed to thrive on a global basis, in preparation for future
overseas assignments. In addition, we provide a program of
preassignment training for each posting location and job
type, as an opportunity for employees to prepare for both liv-
ing and working overseas.

In sales and marketing activities
in Libya, every day is a challenge

LIBYA ESLON (SEKISUI), J.V.C

Global Water Infrastructure Division

Urban Infrastructure & Environmental Products Company
Sekisui Chemical Co., Ltd.

Shintaro Shibata

Currently | work on sales and marketing activities in the
water-related market of Libya, which shows the promise
of further market growth in the future. Since | was
assigned here before the subsidiary was established, |

also was able to take part in the process of establishing
the company, learning something new every
day. Since this is Sekisui Chemical's first
venture in North Africa and in the Islamic
world, lessons from past experiences do

not necessarily apply here, and many

times | am puzzled by differences in
business practices. However, the process of
moving toward a goal while judging

current circumstances at all times -

makes every day a challenge and

an opportunity to grow stronger,

and my work is very stimulating.

37 CSR Report 2010

We have established the Global Trainee System
targeted at mid-level employees, to enable a greater
number of personnel to experience working overseas.
Under this system, employees are dispatched overseas on
a continual basis. Setting fixed periods of up to two years in
length, human resources in various positions, such as sales
and accounting, take on the challenge of new duties as
prospective members of the overseas management ranks of
the future.

Since fiscal 2003, we have hired non-Japanese
employees on a continual basis, to secure the hu-
man resources to support our businesses on a global
stage in the future. In addition, to aggressively hire students
with the motivation to thrive overseas, since fiscal 2008 we
have had a booth at the Boston Career Forum, the largest
Japanese-English bilingual job fair in the United States,
where we speak with large numbers of international
students from Japan.

Global HR development system
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Efforts Targeted at National Core Human
Resources Overseas

Study sessions for management personnel at overseas affiliate
companies are held regularly to share the Sekisui Chemical
Group's vision and management policies and exchange opinions
on putting CSR management into practice at each company. In
addition, conferences of the presidents and HR section general
managers of local affiliates have been held in North America
since fiscal 2009. Through these efforts, we are working to
strengthen Group management in each area around the world.




Supporting each employee’s
medium- to long-term career
formation in accordance with his or

her level and position

Education and training structure
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[ Three-year Cultivation Program for Young Employees ]

Training Career Advisors

Continuing Career Plan Training by Age

To develop a workplace environment that provides support
for employees to enable them to develop their own careers
independently, since fiscal 2007 we have been training career
advisors who will serve as key career-support personnel within
the Group. In fiscal 2009, a total of 15 persons, comprising HR
and training personnel as well as labor union representatives,
took part in an in-house training, learning subjects such as
human-resources training to assist individual employees and
how human-resources systems should function. In addition,
the career advisors who already have completed this training,
are providing support to employees in each workplace and
region, for example through holding career meetings with
young employees and serving as instructors in regional career-
planning training (for employees 30 years of age).

Conducting the Three-year Cultivation
Program for Young Employees

In fiscal 2006, Sekisui Chemical launched a training program
on fundamental business skills and knowledge conducted
in addition to on-the-job training* in the workplace, based
on the concept that the first three years after joining the
company are the nurturing period for employees. This
program features a full range of programs including career
training for the purpose of enabling young employees to
think about their visions for the future based on ascertaining
how much they have grown during each fiscal year, as well
as career meetings in which they can share such thoughts
with their superiors. Young employees who have completed
the three-year program are using what they have learned
successfully in each workplace in the organization.

* A method by which employees learn the skills, abilities, and knowledge they need
by actually doing work

As an opportunity for each employee to examine his or
her own career and life plans from a mid- to long-range
perspective, Age-wise Career Plan Training by age is provided
for employees at or near the critical ages of 30, 40, and 50
years. Over the ten years since this program began in 2007,
3,465 employees have taken part in this training, which also
serves as a valuable opportunity for employees of similar ages
to interact with each other across the boundaries separating
sections and workplaces. Furthermore, this program also is
meaningful as an opportunity for trainees to become aware of
the diversity of ways of working and ways of viewing work, as
they think deeply about and discuss with each other themes
suited to their own age groups.

Career planning has
helped me develop :
considerable self-confidence

Shiga-Minakuchi Plant b e
Sekisui Chemical Co., Ltd. -

Saori Nasu

For a while after | first joined the company, it was all | could
do just to keep up with my everyday responsibilities, and | did
not feel like | was growing. However, in the career planning
conducted as part of the Three-year Cultivation Program for
Young Employees | was able to evaluate my performance
objectively by comparing myself as | was at
that time to how | was one year earlier.
This helped me develop considerable
self-confidence. | also gained a lot
from taking part in the training with
high motivation by confirming what
skills | lacked and from the refreshing
encouragement of seeing people

who joined the company at the

same time | did working as hard as

they could to move forward.

.;" "I f
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toTakeon Supporting employees who take on

challenges on their own, through

transfers, training, and promotion

[ System for supporting employees when assigned to departments after joining the company,
when moving to different sections, and when starting new careers

Objectives Management/Evaluation System

Business Leader

Recruiting Placement Human Resources Cultivation Treatment Career Switch
Recruiting by Course Selection Recruitment for Training Wages by Courses Support System for
Division Company X Career Switch
Intra-group Job Career Plan Training System Allowing Employees to
Recruiting by Job Title Posting System Report on Their Qualifications Re-employment System
— - and Career Advancement -
Recruiting of Returnees System for Applying for the Cultivation Measures. - Venture Business
from Overseas Position of One’s Choice Cafeteria Plan Support System
Dispatching Technical
Internships Experts Overseas Retirement Benefits System

A Human-resources System Designed
to Enable Employees to Build their
Own Careers

Supporting Employee Career
Development, with a Spotlight on
Specialized Human Resources

Sekisui Chemical has developed a human-resources system
in which employees can apply for positions on their own,
through various stages of their careers from prior to hiring
through training, transfers, promotions, and career changes.

Sekisui Chemical has implemented division company-
specific recruiting, enabling applicants themselves to choose
the departments and job categories for which they apply. It also
has adopted an Intra-group Job Posting System for transfers
that take place after hiring, in which employees desiring
transfer may meet with recruiting sections and transfer without
their superiors” approval, as long as there is a match between
the needs of the employee and the recruiting section.

At the promotion stage, we operate a system under which
employees hoping for promotion can make presentations on
their own business achievements and be promoted if they
satisfy standards established by each division company. We
have abolished the previous system of uniform promotions
based on seniority and are increasing the transparency
and understanding of promotions by communicating the
results of evaluations to employees individually, whether the
employee has met the promotion requirements or not.

In fiscal 2009, the Intra-group Job Posting System was
used to recruit motivated human resources proactively. As
a result, 11 staff members now are thriving on new stages.
The percentage of applicants under this system from Group
companies seeking to take on (apply for) challenges in new
workplaces across company boundaries has increased to 42%
(from 26% in fiscal 2008), as the corporate culture of taking
on challenges is spreading throughout the entire Sekisui
Chemical Group.
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What each employee needs to develop his or her own career
is a clear role model. At Sekisui Chemical Group, we employ
the Specialty Position System that drives development of
next-generation products and fosters leaders for numerous
engineers. In fiscal 2009, we introduced the Manufacturing
Meister System to recognize employees in manufacturing
sections who possess outstanding skills. Employees named
Manufacturing Meisters help promote awareness of career
development among employees by serving as practical role
models for other employees in each workplace, while at the
same time putting their advanced specialized skills to use in
various business operations.

Solving business-related
issues by further
improving my skills
Manufacturing Meister s
Sekisui Minakuchi Chemical Co., Ltd.

Kishio Hiraoka

| feel that manufacturing is more difficult than in
the past, as customers' required quality levels have
continually increased recently. We still

face numerous issues, and current

conditions are not satisfactory at all. )
Manufacturing is interesting work ",

because there is a lot more to it than

one would think at first glace. |

want to enthusiastically address

myself to the areas where there

are issues that require solutions.




Seeking further individual and company
growth through fair evaluation of
employees’ achievements and growth

Performance-based evaluation is not intended to create
distinctions among employees. Rather, each employee works
with a sense of individual growth and job satisfaction and
translates this into concrete results. The company impartially
evaluates these results and treats employees appropriately
with benefits and remuneration. This system encourages the
setting of higher, more challenging targets, which in turn
leads to further personal growth and growth of the company.
These are the objectives of Sekisui Chemical Group’s
performance-based evaluation.

Based on this concept, in fiscal 2009 the system for
evaluation of full-time assignments was revised. The previous
performance-based evaluation system was subdivided into
results and processes, so that growth in job abilities could be
added explicitly to the evaluation criteria, and superiors would
be asked to give absolute evaluations of their subordinates.
These revisions are intended to enhance meetings between
superiors and subordinates and the transparency of
evaluation. Sekisui Chemical is supporting individual growth
from a medium- to long-range perspective, with a focus on
this evaluation system.

In fiscal 2010, we plan to enhance career interviews of
subordinates by their superiors, as an effort to promote
further support for individual growth through meetings
between superiors and subordinates.

Follow-up workshops are held for superiors who underwent
evaluator training one year earlier. The program of these
workshops includes tasks such as identifying issues
participants sensed in actually employing the system
of management by objectives over the year, sharing
among participants information on problems and areas
for improvement, summarizing the conditions related to
subordinates that each participant considered the most
important, and looking at things from subordinates’ points of
view through role-playing the parts of subordinates. At the
end of the workshop, participants endeavor to achieve further
improvements in their evaluator skills by preparing action

[ Sekisui Chemical Group's Concept of
Performance-based Evaluation

Holding meaningful discussions
with superiors to set mutually
agreed goals

Setting higher goals to >
achieve growth

( Commitment and self-realization )

Evaluating performance fairly and
impartially, and reflecting progress =~ =
in treatment and remuneration

Taking concrete action toward
meeting targets to produce results

plans for putting what they have learned into practice in the
workplace. Efforts such as these are being held continually
at individual business sites. Taught by instructors including
HR personnel and qualified career advisors, these efforts are
intended to deepen understanding of the system as it applies
to each workplace and job type.

Sekisui Chemical has created a system that links achieved
targets (results) with remuneration, in the belief that superior
performance can be obtained if each employee is satisfied
with the treatment he or she receives and finds his or her
job satisfying and rewarding. Bonuses are calculated on
the basis of the performance of the individual employee as
well as the business results of each division company and
Sekisui Chemical Group overall, while salaries reflect not only
individual business results but also evaluation of personal
growth as an assessment of progress in achieving targets.

We believe that in continually enhancing the fairness of
performance evaluations it is important to consider not just
the opinions of evaluators but also those of the employees
to be evaluated. Consequently, we conduct regular
questionnaire-based surveys of both. The Evaluation System
Council, which conducts exchange of opinions between labor
and management, examines the results of the surveys and
uses these to improve the system and its operation.
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Working to build an environment in

which individuals can work with
fulfillment and vitality

Promoting a Sound Work-Life Balance

Sekisui Chemical Group aims to contribute to both individual
self-realization on the part of employees and the sustainable
growth of the organization through enriching the life of
each individual employee at work, as an individual, and as a
member of society.

For purposes of self-realization, it is important to achieve
personal growth through investing in oneself regularly
outside working hours, in addition to enriching work. This is
considered to enable one to acquire knowledge, sensitivity,
and values unavailable through work alone, and to leads to
new value creation. Based on this concept, we aim to realize a
sound work-life balance for each employee.

In fiscal 2008, Sekisui Chemical Group established
the Work-Life Balance Committee, a joint labor-
management deliberative body intended to study
practical measures for promoting a sound work-
life balance. In fiscal 2009, the committee carried
out activities to communicate information on work-
life balance broadly to Group employees, including
opening an intranet site and holding work-life balance
seminars.

Efforts of the Work-Life Balance Committee

To provide information to and raise awareness
among all Sekisui Chemical Group employees, a new
intranet site exclusively concerning work-life balance
has been set up. This site communicates information broadly
to employees by featuring content such as a message from
the President of Sekisui Chemical indicating the thoughts
of management on efforts to
promote a sound work-life - .
balance, information on the = E
goals of related efforts, and the = v - wam
Work-Life Balance Check Sheet — i"':':
that can be used to check == L,

one's own work-life balance. : —

The intranet site

[ Sekisui Chemical Group’s Concept of Work-Life Balance

Individual self-realization | | Sustainable business growth
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Realizing a sound work-life balance

Work-Life Balance Seminar has been held with
the goal of fostering among a large number of
employees an understanding of the Sekisui Chemical
Group's concept of a sound work-life balance and related
efforts. Following an explanation by the CSR Department
of Sekisui Chemical Group's Efforts to Promote a Sound
Work-Life Balance, this
seminar featured a lecture
by an outside instructor on
the theme titled “Work-Life
Balance and Reforms to
Ways of Working.”

Work-Life Balance Seminar

In fiscal 2009, we implemented numerous efforts in-
tended to reduce working hours. The Action Plan on
Reviewing Ways of Working to Reduce Overtime Work
was formulated, and each company and section in the Group
reviewed its existing ways of working and worked to reduce
overtime work through promoting efficient operations. In
addition, each work site carried out activities such as those to
raise awareness of the need to leave work at the scheduled
time, for example by establishing a "no-overtime" day and
making related announcements inside the site.
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Striving to build a workplace
in which a diverse workforce

can do rewarding work

Making Progress on a Diverse Workforce
and Diverse Ways of Working

Sekisui Chemical Group is making progress in various efforts
with the goal of creating a workplace where all employees,
regardless of factors such as gender, nationality, age, or
employment type, can do rewarding work with vitality. For
example, the Group is advancing the expansion of its support
for promoting achievements of women in the workplace and
its system of support for employees with children, to reflect
diversifying values and ways of working.

In fiscal 2006, Sekisui Chemical Group began full-fledged
efforts on support for promoting achievements of women in
the workplace, intended to build workplaces where women
can thrive. We are proactively hiring female employees,
expanding opportunities for achievement of women in the
organization, developing through seminars a suitable culture,
and providing support for women's career development. As
a result, the number of women in management has roughly
doubled compared to the period before these efforts began.

We also are carrying out continual efforts to build
workplaces where temporary employees from placement
agencies can do rewarding work.

Further Expansion of Support
for Successive Generations

To support ways of working in response to various life
events such as childbirth and raising children, and to enable
employees to balance work and raising children more
smoothly, Sekisui Chemical is encouraging male employees to
take childcare leave. In fiscal 2009, the first five days (working
days) of childcare leave were made paid leave. In addition,
to support parents of school-age children, we implemented
a system under which parents of children through the
fourth grade can work reduced working hours, parents of
elementary-school children can change their working hours,
and assistance on the costs of caring for children is available
until children graduate from elementary school.

In addition, we are promoting deployment of the system
for cultivation and support of successive generations to
affiliate companies.

Efforts Related to Human Rights

With the recognition that it is its social responsibility to
protect the human rights of each employee, Sekisui Chemical
Group respects the diversity, personality, and individuality of
each person and promotes various working styles as well as
creating safe and secure work environments in response to
conditions in each country and region.

Sekisui Chemical's head offices in Osaka and Tokyo are
holding seminars on prevention of harassment, primarily
targeting line managers, to promote development of a
workplace where all employees can work with peace of
mind. In addition, Sekisui Chemical's Shiga-Minakuchi
Plant is advancing efforts to build a workplace free from
discrimination, including establishing a fundamental policy on
human-rights issues and holding annual training for all plant
employees to raise awareness among employees.

e

Developing a workplace where people take
others' points of view into consideration

Since fiscal 2007, Ryuseki Jyubi Industry Co., Ltd., which
manufactures modular bath components and materials, has
accepted people with mental disabilities from a local school
for handicapped children, on a work-experience program. Fur-
thermore, we also hire people with minor disabilities as full-
time employees, and in fiscal 2009 five individuals worked in
jobs to repair wooden pallets and to finish covers for inspec-
tion holes of walls and ceilings.

As a result of accepting people with disabilities to work as
colleagues in the same workplace with other employees, and
responding to any work difficulties by thinking about their
causes and making relevant improvements, we have been
able to improve the workplace environment as a whole. In ad-
dition, this also has contributed to cost savings by enabling us
to operate internal production of some parts and materials we
had purchased previously.

This has led to the way
of thinking of assigning
the right person to the
right job, without worrying
about disabilities. It also
has helped the individual
employees grow, by expe-
riencing on their own the

o K Working on the press molding process
difficulty of working as @ to manufacture bathroom parts and

member of society. materials
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Deploying occupational health,
safety, and accident-prevention
activities to realize a safe and
secure company

[JFive Pillars of Occupational Health, Safety and Accident-prevention Activities

Constructing a work environment in which employees can work Management
with safety and security is one of the most important subjects e
that the management faces. Aiming to be a safe and secure Equipment a 9 Edl{ca;iofl gnt/idtrailning
enterprise trusted by our customers and members of local Intrinsic safety of equipment . -oucation t’a'e’f‘f'ggs evelopment
communities, Sekisui Chemical Group has established Safety R:;I;preventlotn
ISK assessmen

Policies (see Data p. 20) in order to realize this goal. The entire Prevention of risky acts (HH) activities

. h | Ao Risk detection (KY) efforts
Group is deploying total safety (i.e., zero work-related injuries, 55 activities, etc.

zero equipment-related accidents, zero commuting-related
accidents, and zero long-term illness absences) activities based
on five pillars.

[JMidterm Plan (Fiscal 2009-2013)
In fiscal 2009, activities were advanced based on the five
pillars as the first fiscal year of a midterm plan. While individual
activities were successful in reducing work-related injuries, some
issues remain to be resolved thoroughly as we work toward Sites in Japan:
completion of a structure for achieving the goal of zero work- Completing development of a structure for zero workplace

related injuries accidents by the end of fiscal 2010

Overseas sites:
Completing development of a structure for zero workplace
accidents by the end of fiscal 2013

Based on the philosophy of acting with a resolve to ensure that
no subordinates or other individuals are injured, and on ensuring
thorough awareness among front-line site employees of the
principle of “safety first,” senior management and supervisors are Safety auditing is conducted to evaluate basic subjects of

implementing the following primary measures: management such as legal requirements, management systems,

and organizations as well as individual subjects of management

1. Training personnel to recognize risks focused on site activities. Together with ascertaining whether

2. Training to indentify unsafe behavior and safety activities are carried out properly and have taken firm root

thorough compliance with self-declarations on safety at sites, we use these audits to identify issues and weak points in

3. Eliminating the sources of risks: Achieving intrinsic safety of site safety activities and implement prompt improvements for
equipment and reviewing work environments these, to advance the development of safe workplaces.

-
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Training personnel to recognize risks

Safety competition held

While in the past we have held annual safety award ceremonies
for related parties, in July 2009 the first Sekisui Chemical Group
Safety Competition with participation by all sites in Japan was
held. This competition welcomed 140 participants including
related directors and senior management from 59 sites, serving
as a venue for decision on

advancing efforts to develop
a corporate culture based on
zero workplace accidents by
extolling the achievements
of the winning sites and
sharing information across

the organization on successful "
The safety competition

cases.

Efforts at Sekisui Chemical’s Shiga-Ritto Plant

In July 2009, during national safety week, Sekisui Chemical's
Shiga-Ritto Plant held a Safety Shinka Competition. Consisting
of three sections—a safety lecture, a safety improvement
competition, and a 4RKY competition—this event helped raise
employee morale.

The Safety Shinka Competition program

Training for top management on improving safety

Group training was held for senior management, technical
supervisors, and safety staff at certain designated sites, to
improve safety. Participants confirmed issues with each other
and reviewed improvement plans, senior management from

each site announced their decisions, and group discussion
and information-sharing were conducted on plans for future
improvements. Each division company will follow up on the
status of implementation of these measures.

Training to indentify unsafe behavior a

compliance with self-declarations on safety

?maucf‘°“ Video KY*
—Kyushu Sekisui Heim Industry Co., Ltd.—

Kyushu Sekisui Heim Industry Co., Ltd. is using videos to
improve risk-detection abilities, by having employees
themselves point out potential risks in their work. Individual
goals are set based on these potential risks pointed out, and
superiors assess the state of compliance.

*Risk detection (Kiken Yochi)

L

Video KY Training

queio® ' 1,000 potential risks identified
Pt
—Kyushu Sekisui Industry Co., Ltd.—

Kyushu Sekisui Industry Co., Ltd. is carrying out activities to
identify potential risks in the workplace and raise individual
sensitivity to safety. In two years, it has uncovered more than
1,000 potential risks, and it is advancing efforts to make further
improvements.

An example of improvements under
the new theme of corner hunting

Numerous protuberances in
equipment are risky

Covering corners
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Safety communication program

Sekisui Chemical Group is carrying out the Safety
Communication Program using dialogue with site supervisors
and craftspersons to increase each individual’s sensitivity to
risks. In fiscal 2007, this program was adopted first at Tokyo
Sekisui Heim Co., Ltd., and then it was expanded to housing
sales companies in Hokkaido, Tohoku, Chubu, Shikoku, and
Kyushu in fiscal 2008 and to Fami-S (renovation business)
sections in fiscal 2009. A class on communication with
craftspersons has been incorporated into the curriculum of
training for construction supervisors in Fami-S sections, and
guidance on methods of putting dialogue into practice are
continuing.

KYT* and communication training

—Sekisui Hometechno Co., Ltd.—

Sekisui Hometechno Co., Ltd. began KYT training, including
the safety communication activities adopted in residential
construction sections, in fiscal 2009. With the goal of providing
safety guidance at construction sites, this training is held at
branches and sales offices, primarily for sales facility general
managers and similar personnel as well as supervisors from
partner companies. Many participants commented that the
training gave them a new sense of risk-detection methods and
dialogue with craftspersons.

* Risk detection (Kiken Yochi)

4RKYT group presentations 4RKYT group exercises

Safety Awareness Surveys

To achieve the goal of zero workplace accidents, there
is a need to raise the level further on individual safety
awareness and actions, including intrinsic safety of
equipment. With the cooperation of each site, Sekisui
Chemical Group is carrying out the Safety Awareness
Surveys and promoting individual safety declarations, and
compliance with them, to enable improvement in safety
awareness and related actions based on the results of
these surveys.

Safety declarations
by employees
y ploy “My goal is to eliminate
unsafe actions by valuing
communication with
craftspersons.”

Sapporo Nishi Branch
Hokkaido Sekisui Heim Co., Ltd.

Kazutaka Tobishima
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Q1. How would you describe
your risk sensitivity?

Q2. How often do you
take a risky action?

Low Often
1%
Somewhat ; 5%
low High
1% 16% Never
32%
Somewhat high Rarely
68% 63%
“I will be sure

o to remind people
' of safety points before
starting work each day, to
1 raise awareness of safety among
all team members.”

Building Materials
Manufacturing Section
Asaka Sekisui Industry Co., Ltd.

Hideo Teramoto

“I will give top priority to
the principle of ‘safety first’
and will not tolerate
unsafe activities.”

Taga Plant
Sekisui Amagasaki Chemical
Co,, Ltd.




Eliminating the sources of risks: Achieving intrinsic safety of equipment and reviewing work environments

H00 . . .
wo&\*‘"“’ Accident-prevention risk assessment

In response to occurrence of accidents, chiefly those involving
use of fire-fighting equipment, Sekisui Chemical Group is
carrying out activities with the goal of eliminating such
accidents. In fiscal 2009, we began deployment of the Accident-
prevention Risk Assessment (focusing on fires and explosions)
throughout the Group. Based on the Common Group Manual
issued in July 2009, we are carrying out accident-prevention
risk assessment at all production sites and laboratories in
Japan. Together with periodically verifying the effectiveness
of measures implemented, we also carry out continual risk
review, and strive to enhance and ensure everyday control of
equipment and work, planned renovation of aged facilities and
equipment, and the intrinsic safety of equipment.

\;‘od“"(\o“ Comprehensive safety plus “5S” activities
—Sekisui Seikei Co., Ltd.—

Sekisui Seikei Co., Ltd. has tagged locations needing
improvement at all five of its plants, and as the first step of the
“55" process it has completed improvements at 3,401 locations
through organization (seiri). Currently it is moving on to the
second step, orderliness (seiton).

* Organization (seiri), orderliness (seiton), cleaning (seiso), cleanliness (seiketsu),
and discipline (shitsuke)

Posting results of “55” Risk detection training

improvement activities

Site safety inspections

New Construction sector

Improvements (vs. fiscal 2008)

@ Site floors have been made
safer through efforts in areas
such as materials storage
shelves and hanging hoses
and cords from the ceiling

@The number of sites
addressing site-specific risk
points concretely in KY (risk
detection) meetings has  Pointing and calling to confirm safety
increased

Fami-S (renovation business) sections

Improvements (vs. fiscal 2008)

@®Single-person KY and
4RKY have become firmly
established as site activities

@ Efforts to prevent recurrence
of accidents through case
studies of accidents at other
sites, including partner
companies, have become  4RKY practice
firmly established

Wl Top management patrols with
digital cameras
—Sekisui Medical Technology (China) Ltd.—

ove’

Since Sekisui Medical Technology (China) Ltd. manufactures
medical products, its facilities and work are concentrated in
clean rooms. Since its production rooms are separated into
numerous partitions to maintain cleanliness, there have been
cases in which risks difficult for supervisors to spot have been
left unaddressed. In response, as one of its main safety activi-
ties senor management themselves patrol the work areas every
day, investigating from a critical point of view tasks to which
employees have become accustomed, and photographing one
case of an unsafe location or unsafe activity each day. These
photos are then posted to safety activity bulletin boards. Since
the photos remain until improvements are complete, this ac-
tivity not only helps share information on risks swiftly but also
helps visualize progress on improvements and the state of
checking by manage-
ment and supervisors,
leading to reforms
in safety awareness
among all employees.

Posting unsafe locations and unsafe activities
to a bulletin board
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Sekisui Chemical Group is making progress
in reinforcing compliance systems,
to remain a company trusted by society

i xS
f £fof
. ’\'2009 5 Compliance
FisC .
Management Philosophy
. ed effort . an
v Cont‘nuee compliance in Jap The strong belief that we need to aim to be a com-
reinforc pany trusted by society at large, with each employee
n following the motto of our Attitudes of Sincerity, is
oted mp\'\ance aeas the foundation of compliance in Sekisui Chemical
o P“')“e‘d a ess overs Group. We carry out fair and honest business activi-
rals

ties through ensuring thorough compliance with
laws, regulations, social norms, morals, and ethics,
on a global basis.

Promoting Compliance in Japan and Around the World

Domestic compliance initiatives in fiscal 2009 focused on pre- carried out training for overseas affiliate companies, based on
vention of harassment. We held harassment seminars for all the U.S. Antitrust Law Compliance Manual and European Com-
Sekisui Chemical Group line managers and prepared and re- petition Law Compliance Manual as well as the Global Compli-
leased to all employees Guidelines on Preventing Harassment ance Manual, each of which was prepared in fiscal 2008. While
as a tool for raising awareness. These were carried out as part it described the fundamental concepts of compliance that
of Sekisui Chemical Group's efforts to develop an environment should be achieved uniformly by Sekisui Chemical Group
where all employees can work enthusiastically and with peace around the world, taking into consideration the legal, regula-
of mind. In addition to these initiatives, we also continued the tory, and cultural differences of each nation, to promote rais-
compliance training by employee level and by field that was ing awareness of compliance, this training also called for thor-
introduced in fiscal 2008. In our international initiatives, we ough efforts toward compliance with antitrust law.

[JCompliance training and other efforts implemented in fiscal 2009

Japan International

- Compliance training for senior management, newly appointed
members of management, and new employees - Training on EU competition law for senior management of

- Harassment seminars for managers (held twice) overseas affiliates (held twice)

- Training through e-learning, for all employees (six times/year) - Overseas compliance briefings for senior management and local

employees of overseas affiliates (four times
- Field-specific training for newly appointed executives and ploy ( )

employees of domestic affiliates (covering subjects including + Training for employees assigned overseas (twice)
compliance in general, the Subcontracting Law, the Product - Basic training for global personnel (twice)
Liability Law, harassment, etc.)
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Based onan understanding that customer information is the prop-
fforts are underway

erty of the relevant customers, the following €
to ensure that customers can provide information with peace of

mind when contracting for Sekisui Heim construction or renova-
tion work.

(1) Storage

Employees are prohibited from storing of administering customer
information themselves. Instead, they are instructed to store such
information in locked locations specified by the company, or on

designated servers.

(2) Removal from company premises

Sales personne| are perm'ltted to carry with them only information

on customers they plan tovisitor meetwithon the day (roughly five
customers/day), and in principle taking any other customer infor-
mation off company premises is prohibited. When doing so is un-
avoidable, they are instructed to obtain the permission of the per-
son responsible and to keep records of the removal of information.

(3) Behavioral controls
s taken customer information off company

When an employee ha
loyee is proh'\bited

for unavoidable reasons, the emp

premises
han those necessary for business rea-

from visiting places other t

The S.C.A.N. Whistle-blowing Program

sons while keeping the information next their skin. In addition,
employees are made thoroughly aware of the fact that they must
ant documents including customer informa-

never leave import
k) when leaving the

tion inside @ vehicle (including inside the trun
vehicle, even for justa short time.

Sekisui Hometechno Co., Ltd. employs uniform control of design
lar documents, in addition to carrying out

specifications and simi
the same efforts as the Housing Company. Since it subcontracts

construction 1O install modular paths to outside contractors, it
needs to lend information such as designs containing customer
information o0 these contractors temporarily. When doing SO
when printing designs and other documents for shipping it auto-
matically assigns a two—dimensiona\ bar code 1O each sheet.
Through thorough application of this system, it can control such
documents uniformly from when they are lent out through their
return and disposal through dissolution, making it possible 10
check on the documents’ locations immediately. Also, once a
month it checks with contractors on the state of storage of such
information and provides guidance as needed.Through these and
other measures, Sekisui Hometechno is striving to fosteran atmo-
sphere in which customer information is handled very carefully.

Legal Violations in Fiscal 2009, etc

In 2002, Sekisui i
, ui Chemical Gro
: up devel
o . oped S.CAN. (Sekisui
- S;)Steme Assist Network), an intra-company whistle-bl .
o -blow-
o (mcalv?.lable for use by all Sekisui Chemical Group em
u i
i ing employees of subsidiaries of subsidiaries
e e Cy staff from placement agencies). In addition to
- g 9mp||ance Cards describing whistle-blowi
S POIQBI introductions to this system are provided i l?wg
in-house magazine i i
. , e-learning, and i
B , compliance train-
a rts to ensure thorough awareness of th .
mong all personnel. e
In fiscal 2009
, there were ei
ght cases of whi i
e . whistle-blow
p nd consultation, and swift responses were i lrg
e imple-

mented givi ; .
' giving consideration to whistle-bl
sections. owers and related

[ List of content of
whistle- i 7
blowing reports and consultation

Y Number of reports

Working conditions

Sexual/power harassment 2

Improper use of business expenses :

Other |
Total z

In February 2009 the Fair Trade C issi

o e ommission found Sekisui
o ;:izzsh(j;/e;ollgded with other firms in determineal?i;unI
o 2004_200p6 ayvglnyl chlond.e pipes and fittings over the
period 200% 2% ar;d ordered it to take measures to elimi-
to as the “order”). Since ttizarizs;hirges Ehereinaﬂer e
pe e ; ition of the facts on whi
e 2Oeorgs t\/;/]erokased differs from that of Sekisui Chemritjll
DA pany asked the Fair Trade Commission tc;

el e order .aS p\:vpe”al pro-ce.dures currently continue.
e e 2 o ell, Sekisui .Chemical will continue its ef-
- sS of;omphance,alvvays keeping in mind
o Sincpe|aﬁnce is an important foundation of CSR
e reguéﬂons ! sc.al .200.8 no new cases of violations of
e r 5|m|I§r incidents having significant im-
iety have been discovered.
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Sekisui Chemical Group is advancing

by establishing a company-wide
risk management system

to various business risks

Risk Management
Philosophy

In addition to measures intended to minimize the
impacts of risks, it also is important to carry out
management intended to discover risks before they
have an impact, and to eliminate them as much as
possible. Sekisui Chemical Group is developing a
risk management system based on the two founda-
tions of risk management to respond to risks appro-
priately and risk prevention to ensure that risks do
not arise, and it is making progress in expanding de-
ployment of this system to each business section.

Responding to New Strains of Influenza

Sekisui Chemical Group has been advancing countermeasures
against new strains of influenza since fiscal 2008 and establish-
ing its own standards for responding to outbreaks.

In response to an outbreak of cases of infection with a new
influenza strain in Japan in 2009, we carried out countermea-
sures giving top priority to ensuring the safety of customers,
business partners, and employees and strived to prevent the
spread of the disease through swift responses such as restraint
from unnecessary, non-urgent business travel and having all
personnel wear facemasks during their commutes and busi-
ness discussions.

Later, things calmed down as it became clear that the fatal-

ity rate of the new influenza strain in Japan was lower than that
of seasonal influenza and that there was little concern of be-
coming severe among patients with no underlying conditions.
However, in response to concerns including high fatality rates
overseas and the surprising increase in the number of cases
during the summer, when influenza usually is uncommon, the
standards for responding to outbreaks were revised, including
those for preparations for responding to avian flu, about which
there still remains concern about a possible outbreak.

The new response standards establish detailed response
measures in accordance with factors such as the conditions of
an outbreak and infection, toxicity level, and risk level.

[ Standards for responding to outbreaks of new influenza strains

Reference: WHO
classification

Phase 1-3 Pre-Phase 4 Phase 4 Phase 5/6 (pandemic) End

- . A B C-1 C-2 C-3 D-H
S Chemical Outbreak outside | Outbreak outside = Outbreakii
Group utbreak outside | Outbreak outside | Outbreak in area n— .
classification No outbreak Pre-outbreak country of country of of residence of CIasmﬁcgnontac'corqm? t(?l'tthe EiE]
residence residence | facility personnel ARSERECIANACIIEES

Consideration of establishment
of a response task force
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Global Risk Responses

In response to accelerating globalization of business, including
advancement of production facilities to China and other over-
seas locations and expansion of overseas businesses chiefly
through mergers and acquisitions, in fiscal 2009 the Global Se-
curity Management Regulation were revised. These regula-
tions, which until then had covered only employees of Sekisui
Chemical, were revised to cover all employees working in Seki-
sui Chemical Group, both in Japan and around the world.

Together with this revision, the network of communica-
tion for overseas risk management was reorganized and
“Global Crisis Management Guidelines for the Group Compa-
nies of Sekisui Chemical Co., Ltd.” were prepared. This corre-
sponds to the overseas edition of the Crisis Management
Guidelines 2009 for Sekisui Chemical Group, which covers ba-
sic rules for responding to risks in Sekisui Chemical Group. In
addition to summarizing related matters, with the addition of
measures for responding to risks specific to overseas opera-
tions, it also incorporates management of region-specific is-
sues and crises, including responses at affiliates overseas. This
reflects the fact that the anticipated risks overseas vary widely
by region. In the future, we will develop a system to enable
global risk countermeasures.

[J Network of communication for overseas risk management

President

Director in charge of
overseas safety management

Head of overseas safety
measures secretariat

Company President

A
Initial report to A
section with Company crisis
jurisdiction and management organization

regional head A
Regional safety management

supervisor (regional head) Business division head/BU head

A A

President of overseas affiliate company
(facility safety management supervisor: facility head)

Introduction of the Global Crisis

Management Guidelines

The new Global Crisis Management Guidelines, established to-
gether with revision of the Global Security Management Regu-
lation, describes the uniform philosophy and procedures of
Sekisui Chemical Group for cases of emergencies arising over-
seas. Under this framework, in the event of an emergency the
persons responsible at an overseas affiliate first take the lead
themselves in carrying out appropriate responses, and then
share information with related sections and communicate time-
ly and accurate information to management. These Guidelines
also define clearly Sekisui Chemical Group’s basic philosophy of
crisis management: giving top priority to humanitarian consid-
erations and keeping the impact of the emergency on society as
low as possible, while also working to recover and continue
business operations. To ensure that all overseas affiliates are
thoroughly aware of these Guidelines, they have been prepared
in four languages — Japanese, English, Chinese, and Korean —
and posted to the intranet.

Global Crisis Management Guidelines

All Business Divisions Subjected to Risk Surveys

With the goal of developing a company-wide risk manage-
ment system based on the Group’s policies and systems, since
fiscal 2007 Sekisui Chemical Group has promoted efforts to
raise awareness by employee level and development of related
systems and advanced practical measures. In fiscal 2009, we
carried out efforts focused on development of countermea-
sures against risk in accordance with business characteristics
and development of relevant systems.

One of these measures is the business-division risk survey,
intended to ascertain serious risks and implement counter-
measures for them. In fiscal 2009, the Risk Management Project
was established as a section specializing in risk management.

Together with personnelin charge of risk management in each
section, it has thoroughly identified potential risks inherent to
ordinary business operations through choosing the risks con-
sidered to be serious and making judgments on their severity
(four levels: very high, high, medium, and low) and counter-
measures against them (three levels: formulation of new coun-
termeasures required, continuation of existing countermea-
sures, and no countermeasures needed).

Following sufficient study of the responses to these sur-
veys in the Risk Management Project, we will make progress in
implementing countermeasures in order, beginning with
those for high-priority risks.
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Sekisui Chemical Group advances the processes
of disclosure and communication with
stakeholders and proactively applies the results
of communication to CSR Management

‘ S
e 2009 i) Disclosure
i ‘ s to disclos® honest Philosophy
v Continu® \ rmation Sekisui Chemical Grou i i
ccu p recognizes the importance
nda < ation witha of adequate and proactive disclosure and two-way
 continue om k:‘\::\de\' communication based on this disclosure for pro-
wide yang of st CSR moting mutual understanding and developing rela-
. areness © tionships built on trust with our stakeholders. Based
./ strived t0 nha“‘ ss activities on the clear Disclosure Principles established in
nevery y bus 2005, Sekisui Chemical Group is working to advance

communication with all stakeholders and to reflect
as appropriate in our business activities the evalua-
tions we receive.

Dialogue with Stakeholders

Sekisui Chemical Group aims to achieve prominence and con- 2010 featured an introduction to the business'’s contributions
tribute to society through business activities together with all to the environment and business growth, on subjects such as
members of its supply chains, through promoting dialogue the background of development of new environment-contrib-
with them. uting products in the business and their results, together with

The packaging tape business in the High-Performance sharing Sekisui Chemical Group's philosophies on CSR and on
Plastics Company has established an agent’s meeting called efforts such as incorporating environmental considerations
tsutsumi-kai (“wrap-up meetings”) as a venue for dialogue with into products. We also plan to deploy in these regional tsutsu-
the agents. mi-kai meetings activities as a partner of agents, such as shar-

It holds several tsutsumi-kai meetings each year in two ing information on business policies and ensuring an under-
types: national tsutsumi-kai meetings in which 40 agents from standing of environmental products.

across Japan take part and regional tsutsumi-kai meetings with
agents from each region. The national tsutsumi-kai meetings
serve as an opportunity for agents to communicate directly
with Sekisui Chemical management, with the President of
Sekisui Chemical and the President of the High-Performance
Plastics Company briefing them on Sekisui Chemical Group
management policies and business policies.

At the same time, the regional tsutsumi-kai meetings also
provide opportunities for participants to develop their skills
together, through training for sales personnel and manage-
ment training. The national tsutsumi-kai meeting held in May

A tsutsumi-kai meeting of agents in the packaging tape business
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Direct communication between
management and employees

Each year since 2002, Sekisui Chemical Group has
provided opportunities for management and em-
ployees to communicate with each other directly, to
share the thoughts of management and comments
from workplaces.

In fiscal 2009, the Vision Caravan 2009, in which
the President of Sekisui Chemical himself discussed
the content of the midterm management plan and the
Group Vision as well as the thoughts embodied in
these, was held at 12 locations throughout Japan with
a total of approximately 400 persons in attendance.
On the same day of this event, opportunities were pro-
vided for participants to discuss what they themselves
should do to realize the Group Vision. Through these
dialogues, management and young employees shared
their thoughts with each other.

Such opportunities for management and employ-
ees to communicate with each other are provided at
business sites as well, and each year Ritto Sekisui In-
dustry Co., Ltd. implements dialogue between man-
agement and employees on a variety of subjects.

Annual caravan held to
share Sekisui Chemical Group’s goals
and thoughts

Ritto Sekisui Industry Co., Ltd.
Hiroaki Kozai, President

Since Ritto Sekisui Industry Co., Ltd. was established
in April 2003, we have held the Ritto Vision Caravan
each year to communicate directly the goals of estab-
lishing the new company and the policies of top man-
agement at the site.

Since fiscal 2009 was the first year of the midterm
management plan, we provided a description of the
plan and then had participants break down into small
groups for group discussions on the
plan. Dialogue was conducted by
having all groups present their
comments and questions on the
management plan, and then | re-
sponded to these.

We believe that straightfor-
ward exchange of opinions
between top management
and employees on Ritto
Sekisui’s CSR philosophy
and management ob-
jectives is important i
under any circum- -
stances.

Outside Evaluation

Sekisui Chemical Group's CSR efforts have received
high evaluations from outside the Group. We be-
lieve these evaluations are the result of activities
such as our CSR efforts, full disclosure of quantita-
tive information on their results in areas such as the
environment and occupational health and safety,
even including negative information; and proac-
tive communication with stakeholders as well as
reflecting the results in management.

In the future as well, we plan to advance these
efforts to further improve the evaluations we re-
ceive from society.

Inclusion in Socially Responsible Investment (SRI) Indices etc. (as of March 2010)

® Dow Jones Sustainability Indexes (DJSI) w M‘i IR
e W

® Morningstar Socially Responsible
| ME-SRI |2z sammsansane

Investment Index

Frii4Good

® FTSE4Good

Evaluations of CSR Report 2009
® Award for Excellence in the Sustainability Report Awards
at the 13th Environmental Communication Awards
(Sponsors: Ministry of the Environment, Global Environmental Forum)

® Award for Excellence in the sustainability report awards section
of the 13th Environmental and Sustainability Report Awards
(Sponsors: Toyo Keizai Inc.,, Green Reporting Forum)
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Across various aspects of its interaction with society, Sekisui
Chemical Group carries out social-contribution activities uti-
lizing its characteristics and assets as an enterprise. In addi-
tion to company support for activities both inside and out-
side the organization, we also are expanding activities to
enable employees to play active roles in society, with activi-
ties conducted mainly in the three areas of the environment,
the next generation, and local communities.

Main activities .\,L
- Nature conservation activities at each site R 0\)
- Support for nature conservation activities of nonprofit and nongov- CS

ernmental organizations
- Support for lessons at schools in which employees take part

« Chemistry Classroom Project, Houses and the Environment Learning
Program

« Charity activities in which it is easy for individual employees to take
part

- Table for Two, Book Magic
- Support for science and technology research

« Grant Program for Research on Manufacturing Based on Learning
from Nature.

- Donations to aid in recovery from major earthquakes

See the separate “Data” supplement,
pages 20 for the Social Contribution Policy

CONTENTS

54 Nature Conservation Activities
55 Social Contribution Activities
57 Topic:

Aid to Areas Struck
by the Haiti Earthquake

Participants in the Chemistry Classroom Project
from the Sekisui Chemical Co., Ltd.
High-Performance Plastics Company's Research &
Development Institute, together with students
from Shimamoto-Daiichi Junior High School
(in Osaka Prefecture)
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Each site carries out activities rooted

in the local community

A partnership formed with the Sorachi General Subprefectural
Bureau (formerly the Sorachi Branch Office) of the Hokkaido
government when the Sekisui Nature Study Course was held
in June 2007 continues today with activities to help children in
the community experience nature.

The new forest development project that began in fiscal
2009 is a long-term initiative to collect the seeds of plants in
the local Tonebetsu Virgin Forest, raise them as seedlings,
and return them to the wild in nearby forests. Through expe-
riencing the series of activities from harvesting seeds through
growing seedlings from them and replanting the seedlings as
trees, participating students and employees can share the
objective of conserving the local natural environment. In
October activities, participants collected Magnolia kobus,
maple, and other seeds and planted them in 300 paper plots,
with the guidance of the nonprofit organization Tonebetsu
Forestry Network.

In the future as well,
we will continue activities
working together with the
community as one, in co-
operation with nonprofit
organziation and the So-
rachi General Subprefec-
tural Bureau.

Collecting seeds of plants in the
Tonebetsu Virgin Forest

Sekisui Chemical's Tokyo Plant in Saitama Prefecture occupies
a part of a river terrace in the Musashi area, with approximately
3,000 square meters of woodlands on inclines on the plant
grounds. Despite their small surface area, these woodlands are
covered in a wide variety of trees including madake bamboo,
windmill palm, and konara oak, as well as Prunus jamasakura,
and they are home to a wide range of creatures such as insects
and snakes as well. Considering these thickly wooded areas to
be small natural woodlands, since February 2004 the plant has
carried out activities including thinning the madake bamboo
and planting konara oak, together with students from a nearby
elementary school.

Through activities such as splitting the madake bamboo
they cut down and using them to build erosion barriers and
enjoying craft activities such as making bamboo vases and
balancing toys, the children get an opportunity to learn
about the changes in
people’s lifestyles since
the old days when the
trees in thickly wooded
areas were a source of
energy and about coex-
istence between human
beings and nature.

Children experience cultivating Chinese
black mushrooms on withered tree logs

[ Efforts in support of the nature conservation activities of NPOs and NGOs

In partnership with the Keidanren Nature Conservation Fund,
Sekisui Chemical Group cooperates in the nature conserva-
tion activities conducted by environmental nongovernmen-
tal organizations (NGOs) both in Japan and around the world.
Over the past 13 years, we have assisted 77 projects. Utilizing
our network with NGOs, we hold briefings inside the Group
to report on the activities of supported NGOs, and employ-
ees participate proactively in meetings for interaction be-
tween the company and NGOs as well as international con-
ferences on nature conservation. Today, we provide support
for the projects shown at right.

[IProjects supported in fiscal 2009

Green Earth Network (Japan) Tree planting in China

Wetlands conservation,
protecting rare fauna

Preservation of natural woodlands,
protecting rare fauna

Ramsar Center (Japan)
NPO School of Killifish (Japan)

Environmental NPO (Shu) (Japan) Tree planting across Japan

Wetlands conservation,
protecting rare fauna

Forest conservation,
environmental education

Nature Conservation Society of
Kurohama Marsh (Japan)

Collective Living Green Network (Japan)
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Providing opportunities to learn
by responding with flexibility to the

needs of the educational environment

The High-Performance Plastics Company is deploying the
Chemistry Classroom Project at junior high schools in Mishima
District, Osaka Prefecture, where its Research & Development
Institute is located. In this project, Sekisui Chemical Group em-
ployees work together with class instructors to develop curri-
cula suited to science-class units and lead classes, began in
fiscal 2008 in response to employees’ stated desire to contrib-
ute to the local community.

While in its first year the program covered seventh graders
only, in fiscal 2009 it expanded to comprise classes on subjects
suited to the units being taken by seventh and eighth graders
and a general course for ninth graders. Seventh graders learn
about and experiment with plastic materials in a class titled “the
substances around us.” Eighth graders learn about and experi-
ment with adhesives in a class titled “chemical changes, atoms,
and molecules,” and ninth graders experiment with interlayer
films for glass used on automotive windshields in a special class
for the general course. Through classes such as these, the pro-
gram has provided students with opportunities to get a true

\JOICE
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feel for just how in-
teresting chemistry
can be.

Plans for fiscal
2010 call for devel-
opment of a cur-
riculum suited to
ninth-grade units.
Since, as a result,
the program will
offer a curriculum
for each year of ju-
nior high school, it will make progress in spreading chemistry
education rooted in the community even more aggressively.

While the Chemistry Classroom Project is an activity tar-
geted at junior high schools in Mishima District, Osaka Prefec-
ture, in fiscal 2009 one-time classes and events were held in
other prefectures as well, with the cooperation of other divi-
sional companies.

Shikoku Sekisui Industry Co., Ltd. (in the city of Saijo,
Ehime Prefecture), a site under the jurisdiction of the Urban
Infrastructure & Environmental Products Company, has con-
ducted a plastics course jointly with members of the Chemis-
try Classroom Project team, in response to a request from a
local junior high school “to learn about plastics, which are
covered in a course unit beginning in the 2009 school year.”
In addition to using Shikoku Sekisui Industry products as a
model to cover how plastic products are made in a curricu-
lum based on the subject of “the substances around us” in a
unit of the students’ textbook, the course’s content also is in-
tended to get stu-
dents more inter-
ested in plastics.
Also, a tour of the
Shikoku Sekisui In-
dustry plant was
conducted as part
of the class.

Members of the Chemistry Classroom Project
team instruct students

The class conducted
by Shikoku Sekisui Industry Co., Ltd.



The Houses and the Environment Learning Program

Since fiscal 2007, the Housing Company has provided the
Houses and the Environment Learning Program to junior high
schools, as a program putting employees’ knowledge of hous-
ing and the environment to use in the classroom.

This program offers a new type of class, full of unique con-
tents in which Sekisui Chemical Group employees and teach-
ers lead the class together to help students learn about the
roles of homes and the environmental impact of living, think of
home plans through group discussions, and experience build-
ing environmentally conscious homes using model homes.
These and other aspects of the program make its content
highly unique as well. In fiscal 2009, this program was conduct-
ed at a total of nine junior and senior high schools in the Kanto,
Kansai, and Kyushu regions of Japan. The program has been

Sekisui Chemical Group is focusing on social
contribution activity that is easy for individual

employees to participate in. In fiscal 2008, we introduced
Table for Two, a program in which 20 yen is added to the cost
an employee pays for a meal in an employee cafeteria, and
then this amount is donated to support providing lunches to
children in developing countries. This program, which began
at three facilities initially, expanded in fiscal 2009 to cover
five facilities. Since fiscal 2008, employees have contributed
approximately 610,000
yen through the Table for
Two program.

)

An example of a menu at a facility
participating in Table for Two

well received, with one school commenting, “Students seemed
very satisfied with this course, which could be taught only by
specialists in homebuilding.” This is an educational activity that
is highly significant to the schools, students, and the company,
as exemplified by comments from participating employees
such as, “We got some hints for how to broaden our work from
the students’ strong powers of imagination.”

Plans call for expansion of
the area in which this program
is conducted in fiscal 2010, to
further enhance contributions
to the local community.

%?:(\;C Book Magic, a project in which participants
sell unneeded books and CDs and contribute
the proceeds to a nonprofit organization to assist
programs supporting education in developing countries,
began in fiscal 2009. This activity, which began at a single
facility, has expanded to four sites thanks to its nature as
a social-contribution activity that is easy for facilities to
implement. In fiscal 2010, plans call for further expansion
of the activity.

A site implementing
the Book Magic program

Charitable Contributions

Sekisui Chemical Group is proud to provide donations and
other financial support to a wide range of activities, including
those in support of environmental causes and cultivating suc-
cessive generations. Charitable contributions in fiscal 2009 to-
taled approximately 107 million yen.

Main types of support provided include activities in sup-
port of nonprofit organizations and nongovernmental organi-
zations through the Keidanren Nature Conservation Fund and
the Sekisui Chemical Grant Program for Research on Manufac-

turing Based on Learning from Nature.

We also assist in recovery in the event of large-scale disas-
ters. In fiscal 2009, we provided 4 million yen in donations to
help victims of the Haiti earthquake, in the form of matching
gifts corresponding to employee donations and assistance
from the company itself.

So far in fiscal 2010, the company has donated 1 million
yen in response to the Chilean earthquake.

CSR Report 2010 56




oP+

57 CSRReport 2010

Utilizing the donation system of the nongovernmental organization JEN, in response to the Haiti earthquake
we have attempted, for the first time, a program of accepting donations by credit card from Sekisui Chemical
Group employees along with matching gifts from the company.

This can be described as a new type of effort meeting the needs of three parties: employees, any of whom
can provide indirect support such as making donations even though they cannot take part in on-site support
activities in the area struck by the earthquake; the company, which can create a structure for support programs
without having to develop new systems; and NGOs, are seeking support for on-site activities.

We discussed with JEN matters such as these donations and how they are used.

Notes:

The Haiti earthquake: Estimated at a magnitude of 7.0, this major earthquake struck Haiti on January 12, 2010 (local time).
Matching gifts: A system under which the company donates funds equal to or exceeding the corresponding amounts donated by employees

NGO: Non-governmental organization

JEN: An NGO providing independent support in regions struck by natural disaster or war, from emergency aid through helping residents return to their previ-

ous ways of life

“We collected 1,117,000 yen in donations,
with the cooperation of
311 Sekisui Chemical Group employees”

Sekisui Chemical (“Sekisui” hereinafter): In the past, Sekisui Chem-
ical Group employees have commented that while they would
like to do something to help victims of major disasters they were
unsure specifically what to do. We implemented this program, as
the first attempt of its kind, thinking that we could meet this need
stated by employees through using the JEN system.

Keiko Kiyama, JEN Secretary General (“Kiyama" hereinafter): We
are both very grateful for these donations and very moved by the
surprising speed of the company’s response, from the time the
quake struck until the donations were made. Since this was the
first attempt, | am sure the decision-making process inside the
company was not an easy one.

Sekisui: We believe that the key to the success of this program
was the ability to donate by credit card. Since Sekisui Chemical
Group has facilities across Japan, it had been difficult to collect
donations. Also, until now there had been no system in place un-
der which all Sekisui Chemical Group personnel could contribute,
whether permanent or non-permanent employees, and it would
have been unrealistic for the company to develop a donation sys-
tem for that purpose. This method makes it easy for anybody to
donate, regardless of the location of their workplace or the time
of day. We believe that we have been able to achieve a win-win-
win situation that satisfies the needs of all three parties, through
coordination with the system offered by JEN, which needs
funding for its activities.

Kiyama: In addition to being grateful for the funds, we also are
very strongly encouraged by the fact that so many people have
supported us. We also believe that through our activities in the
field we can provide encouragement to the victims of the earth-
quake. We have experienced the joy of being able to deliver the
warm feelings of Sekisui Chemical Group personnel to the field
through this chain reaction.

Sekisui: In particular, we wanted to develop a system in which ev-
erybody working at Sekisui Chemical Group could take part. Right
after we called for donations, every day they kept rolling in with-
out ceasing, from personnel at sales offices and exhibition facilities
across Japan and even those on assignment overseas. They are
very interested in how their donations will be put to use.

Kiyama: We decided to mobilize on the second day following the
earthquake. Since Haiti is a French-speaking nation, we dis-
patched Cyril Cappi, who speaks French and is an expert on disas-
ter aid, along with two others. We provided aid in three villages in
the district of Grand Goave, about 50 kilometers west from Haiti's
capital city. The donations received were used to cover the costs
of aid supplies for 140 households and transporting them from
the capital. The aid supplies consist of 10 sheets of galvanized
sheet iron per household, along with a set of tools.

Sekisui: Please describe the details of how you decided on the
area to aid and on how the donations would be used.

Kiyama: Considerable aid was concentrated on areas that were
covered in news reports after the earthquake struck. However, we
were certain that there must be some areas that suffered great
damage but were receiving insufficient aid, and after we investi-
gated we decided to aid Grand Goave because it was in a truly
helpless situation.

Cappai: Our studies in the field showed that there was a need for
roofs to withstand strong sunlight. However, it is dangerous to
build roofs over rubble. Also, since people were sleeping out-
doors there was an urgent need for shelter to protect them from
the wind and rain in preparation for the rainy season beginning in
April. For these reasons, we decided to deliver sets consisting of
sheets of galvanized sheet iron along with tools for removal of
rubble, to enable victims to clear rubble and install roofs.



Mr. Cyril Cappai

Ms. Keiko Kiyama Director of Overseas
Trustee,Secretary Program Department, JEN
General, JEN

Kiyama: While the need for materials is important too, at the same
time we need to remember cost-benefit analysis. Since we can-
not satisfy every wish, it is important to identify what truly is need-
ed and can be put to effective use in the future as well.

Cappal: For example, while we received many requests for tents,
those suitable for family use are very expensive. Also, they would
quickly be blown away by the hurricanes that can strike around
June. We determined that sheets of galvanized sheet iron were
appropriate because they can be made somewhat resistant to
hurricane through efforts such as nailing them down properly. In
light of concerns about possible rioting as well, since we com-
municated in advance to people in the field the kind of support
we would provide and discussed matters with local leaders, ev-
erything went smoothly.

“In principle, we purchase aid materials locally,
and donations also are used for indirect costs
such as labor expenses”

Sekisui: How do you procure aid materials?

Cappat: In principle, the aid materials distributed by JEN are pur-
chased locally. This is because doing so stimulates local markets,
and the country benefits from the spending. This time too, we
decided to procure the materials in Port au Prince.

Sekisui: When conducting necessary aid and other activities, you
must need not just material aid but also excellent staff who are
very familiar with the details of disaster aid. Do you use donations
to cover the costs of activities as well?

Kiyama: Studies in damaged areas and collecting information re-
quire experience and skills, and there are linguistic conditions to
consider as well. What is important to us is support for indepen-
dent living. For example, just distributing materials in some cases
may increase dependency. There is a need to make efforts to em-
ploy distribution methods that can support independence, and it
also is important to send to the field staff who can carry out such
aid. We hope people will understand that to put the donations
we have received to their maximum use, indirect components are
important too. We have adopted a ratio of eight to two as a stan-
dard, using 80% of donations on direct costs such as those of ma-
terials and 20% on indirect and administrative costs. Naturally, our
policy is to decrease this 20% as much as possible.

“Donations do not just help in providing material
aid but also are expressions of heartfelt concern”

Sekisui: We contribute money in the form of donations because
we want to do something in response to the earthquake. While
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we had been thinking of these only in terms of their being con-
verted to material aid, we should think not just in those terms but
also of how our heartfelt concern is communicated to Cyril and
people in the areas struck by the earthquake, who are working as
hard as they can despite the difficulties caused by the damage.
Cappai: Of course. A large number of people in Sekisui Chemical
Group cooperated in this aid project. Receiving donations is a
way of receiving part of the giver’s heart. This works inside me like
a small motor. The feeling that | am not alone, and that | am not
conducting aid activities on my own, supports me greatly.

“What we would like people to keep in mind is
not to forget the victims, to continue aid activities,
and to communicate”

Sekisui: As an NGO, what do you find to be difficult in disaster aid
activities, or what kinds of issues are involved?

Kiyama: My answer would be continuation of aid, making sure
we do not forget about the victims. Even if a lot of aid is col-
lected all at once when a disaster has struck, it is likely that at-
tention will fade gradually. However, recovery takes a long time,
and aid is needed over the entire recovery period. In the case of
a disaster in a country that was impoverished to begin with, sim-
ply restoring things to their original state is only part of the job.
We believe that the ultimate destination is one of continuing aid
until the people can be independent and rebuild the country on
their own power. Since there is not much understanding of the
need for steady, long-term aid, we believe that how to commu-
nicate this need is one of the issues we face. While all five steps
of making an effort to find out what has happened, acting im-
mediately, not forgetting the victims, continuing aid activities,
and communication are important, we would like people to re-
member the final three in particular.

Sekisui: In our case too, while we reacted immediately when the
earthquake occurred, it did not really occur to us to continue aid
activities. Utilizing this system, we would like to encourage more
employees to take part, by receiving progress reports from JEN.
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[0 Summary of Independent Review Procedures

Step 1 Step 2 Step 3 Step 4 Step 5 Step 6

Formulation of Performance of

Check of final edition Quality assurance Submittal of

Review report

review plan review

of CSR Report procedures review report

+ Review at Sekisui
« Confirmation of review Chemical Headquarters
scope, subject items,

; . - Review at visited
information collection

« Obtaining management

business sites R i Its of heck of . 8
methods, etc. + Reporting results o . . i + Check of appropriate confirmation letter
. . (performan;e of completed review, Follﬁw Lrﬁ ct)tn \rtems‘_m d ness of the review by i
+ Decision on review procedures including matters for comment, such a; a 39 S pointe: professionals other than - Submittal of
procedures, review field observation, etc. outin step the review team Independent Review
schedule (Headquarters, analytical procedures, Report
business sites to be documentary
visited for review), etc. verification, inspection of

materials, and inquiries)

Sites visited: Sekisui Chemical Co,, Ltd.,; Osaka Headquarters and Tokyo Headquarters; Tokuyama Sekisui Industry Co., Ltd.; Sekisui Medical Co., Ltd., Iwate Plant
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History of Sekisui Chemical Group

1947

1948
1950
1952
1953
1956
1959

1960

1962

1963

1970
1971
1972

1979

1981

1991
1993

1994
1996

1997

1998

1999

2001

2003

2004

2005

2006

2007

2008
2009

Establishment of Sekisui Sangyo Co., Ltd.
Started first injection molding business in Japan.

Change of company name to Sekisui Chemical Co,, Ltd.
Began selling cellophane tape.

Started full-scale production of PVC pipe (Eslon Pipe).

Listed on Osaka Stock Exchange.

Developed Japan'’s first plastic rain gutter (Eslon Rain Gutters).

Established Sekisui Sponge Industries Co., Ltd. (now Sekisui Plastics Co., Ltd.) with co-financ-
ing from Shin-Nippon Chisso Hiryo Co,, Ltd., Asahi Kasei Corporation and others, to com-
mercialize plastic foam.

Established Sekisui House Sangyo Co., Ltd. (now Sekisui House Co., Ltd.) and started the
house business.

Launched Movement for Cleaner Towns featuring our plastic garbage bins (Poly-pail), as a
campaign to mark the company’s 15th Anniversary. Cleaning revolution subsequently
spread nationwide.

Started producing plastic bathtubs (first in Japan).

Modular toilet tank commercialized, paving the way for production of modular-style
equipment.

Exhibited modular house (Sekisui Heim) at the International Good Living Show in Tokyo.
Started producing and selling Japan’s first modular house, Heim M1.

Launched company-wide commitment to pollution control.
Established original Environmental Management Department.

Awarded Deming Prize for quality management in recognition of results of aggressive TQC
activities.

Adopted twin-headquarters system (Osaka and Tokyo), and established Tokyo Headquar-
ters at Toranomon, Tokyo. Began producing and selling timber-framed modular house,
Two-U Home.

Established Basic Policies on environmental issues.

Introduced divisional system. (Pipe & Related Products, Building Materials, Chemicals, Tech-
no-products, Molded Products, Medical Products, and Housing)

Began ISO 9000 series certification acquisition activities.

Excess paid-in capital of 100 billion yen.

Adopted new headquarters logo.

Announced Top Management Policy for Environment and Safety. Began 1SO 14001 certifi-
cation acquisition activities.

50th Anniversary of company foundation.

Launched nature protection support activities within and outside Japan, such as Sekisui
Nature Study Course and nature protection activity in cooperation with Keidanren Nature
Conservation Fund.

Created Women'’s Athletic Club.

Instituted Corporate Activity Guidelines.
Initiated zero emission activities.

Launched Management Vision, GS21.
Instituted Corporate Philosophy.

Concentrated business into three domains: Housing, Urban Infrastructure & Environmental
Products, High Performance Plastics.

Launched Midterm Environmental Plan, STEP-21.

Began publishing Environmental Reports.

Launched division company system, i.e. Housing Company, Urban Infrastructure & Environ-
mental Products Company and High Performance Plastics Company.

Achieved zero emission in all house production plants and all plants of Sekisui Chemical
Co., Ltd.

Launched GS21-Premium 600, our Midterm Management Vision.

Established Environmental Management Promotion Department (now CSR Department
Environmental Management Group).

Launched new Midterm Environmental Plan, STEP-2005.

Achieved zero emissions at all house construction sites.

Introduced CS & Quality Management Department.
Developed CS & Quality Management Midterm Plan.
Achieved zero emissions in all constructions of house renovation companies.

Introduced CSR Committee.
Published Environmental and Social Report.

Launched GS21-Go! Frontier, our Midterm Management Vision.
Launched Environmental Top Runner Plan, Part 1, our Midterm Environmental Plan.

60th anniversary of Sekisui Chemical Co,, Ltd. founding.
Global Children’s Eco Summit and Manufacturing Based on Learning from Nature—Junior
Forum held.

Made reviews of the CSR Committee and corporate headquarters organization.
Published the CSR Report.

CSR policies revised.

Midterm Management Vision GS21-SHINKA! takes effect.
Midterm Environmental Plan: Environmental Top Runner Plan SHINKA! takes effect.

[J Editor’s Notes

Since Sekisui Chemical Group began full-fledged CSR efforts
in fiscal 2005, we have published the CSR Report (known as
the Environmental and Social Report in fiscal years 2005—
2006) to communicate Sekisui Chemical Group’s CSR philoso-
phy to parties both inside and outside the organization and
to promote the spread of this concept, with the report orga-
nized around its Three Prominences (in the Environment, CS
& Quality, and Human Resources) and the Three Attitudes of
Sincerity (in Compliance, Risk Management, and Disclosure &
Communication).

At the same time, as readership of the Report has grown,
demands for disclosure of information have increased and
the forms of information in demand have grown more di-
verse. For these reasons, we have strived to edit this Report in
a way that responds to the various interests of readers.

The opening pages of the Report summarize Sekisui
Chemical Group’s CSR philosophy together with the ways it
contributes to society through its business activities by ad-
dressing social issues. The Special Feature covers the Group's
efforts in response to environmental issues, which are the
greatest issues society faces.

For ordinary readers who would like to know the kinds of
efforts the Group is making and how it will do so, the pages
reporting on activities related to the Three Prominences and
the Three Attitudes of Sincerity cover such activities in a
manner giving consideration to ease of reading, focusing on
describing the key points of the concepts behind such ef-
forts, examples of the efforts, and main results achieved in
fiscal 2009.

On the other hand, the separate Data volume includes
detailed information on efforts as well as performance data,
for specialists in the fields of the environment and CSR who
would like to ascertain detailed, quantitative data.

In addition to disclosing as much information as possible
through this Report and accepting opinions from both inside
and outside the Group, efforts such as undergoing an inde-
pendent review to ensure the accuracy and objectivity of in-
formation disclosed are intended to advance CSR manage-
ment efforts and improve the content of this Report. We
would very much appreciate hearing the frank opinions of
our readers (csr@sekisui.jp). Such opinions will serve as valu-
able references for Sekisui Chemical Group's future CSR ef-
forts and in the preparation of future reports as well.

(csr@sekisui.jp)
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SEKISUI CHEMICAL CO.,,LTD.

4-4 Nishitenma 2-chome, Kita-ku, Osaka 530-8565, Japan
URL http://www.sekisui.co.jp

For further information contact:

CSR Planning Group, CSR Department

2-3-17 Toranomon, Minato-ku, Tokyo 105-8450, Japan
(Toranomon 2-chome Tower)

E-mail: csr@sekisui.jp

Environmental consideration is to printing and bookbinding of this

report as follows:

(1) This report is made using FSC-certified paper, generated from
forests that were handled with care.

(2) CTP (Computer to Plate) method is adopted in the plate making
processes in order that no film remains as a waste material.

(3) Soy ink is used in the printing processes because it generates little
VOC (volatile organic compound) and has excellent biodegradable
and de-inking properties. Furthermore, Waterless Printing, which
generates no hazardous waste liquid, is adopted.

(4) Glue not affecting the recyclability of paper is used in binding
this book.

CSR Report 2010 (including the separte data volume)
has been reviewed by an independent third party,
and as a result has been granted the sustainability
report review and registration logo. This
demonstrates that this Report satisfies the necessary
criteria established by the Japanese Association of
Assurance Organizations for Sustainability
Information (J-SUS; http://www.j-sus.org/) for the use
of this logo, intended to assure the reliability of
sustainability information.
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FSC
Mixed Sources

Product group from well-managed
forests and other controlled sources
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Management Benchmarks (Consolidated)
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Coverage of the Environmental Performance Data (in Japan)

)
Housing Company High Performance Plastics Company
R&D institutes 1 company and 1 business site R&D institutes 1 company and 1 business site
Sekisui Chemical Co., Ltd., Tsukuba R&D Site Sekisui Chemical Co., Ltd., Minase Site
11 companies and 14 companies and
Production plants 10 business sites Production plants 18 business sites
Tokyo Sekisui Heim Industry Co., Ltd. Sekisui Chemical Co., Ltd., Amagasaki Plant
Kinki Sekisui Heim Industry Co., Ltd. Sekisui Chemical Co., Ltd., Musashi Plant
Sekisui Board Co., Ltd., etc. Sekisui Chemical Co., Ltd., Shiga-Minakuchi Plant
28 companies and Sekisui Chemical Co., Ltd., Taga Plant
Sales companies 95 business sites Sekisui Techno Molding Co., Ltd.
Sekisui Heim Sales Companies Sekisui Film Co., Ltd.
Construction and Service Companies Sekisui Medical Co., Ltd., etc. Total:
40 companies and 14 companies and 79 compa.nies
106 business sites in total 19 business sites in total and
148 b_;lsiness
sites
E e [ Corporate Headquarters
R&D institutes 1 company and 1 business site R&D institutes 1 company and 1 business site
Sekisui Chemical Co., Ltd., Kyoto Site Sekisui Chemical Co., Ltd., Development Center
20 companies and Production Plants and 8 companies and
Production plants 11 business sites Headquarters 10 business sites
Sekisui Chemical Co., Ltd. Shiga-Ritto Plant Sekisui Seikei, Ltd.
Sekisui Chemical Co., Ltd. Gunma Plant Hinomaru Co., Ltd.
Sekisui Chemical Co., Ltd. Tokyo Plant Tokuyama Sekisui Industry Co., Ltd.
Okayama Sekisui Industry Co., Ltd. Sekisui Chemical Co., Ltd.
Kyusyu Sekisui Industry Co., Ltd. Osaka Headquarters and Tokyo Headquarters
20 companies and 8 companies and
12 business sites in total 11 business sites in total

* The total number of companies and business sites do not match, since some companies have two or more business sites, and some business sites

are shared by two or more companies.
Sekisui Chemical Co., Ltd., is included in the company list.

Material Balance (in Japan) (Zils

Main Raw Materials

o Metals- - - -+ -+ 78 thousand tons
» Wood, wooden

building materials - - 38 thousand tons

* Cement

for exterior walls - - 110 thousand tons
* Concrete

for foundations - - - 235 thousand tons
® PV/E et 136 thousand tons

------- 70 thousand tons
------ 28 thousand tons
14 thousand tons

* Polyethylene

* Polypropylene
* Kraft paper
* PRTR-designated

Input

substances: -+ - - - 113 thousand tons
Energy 5,657T)
* Purchased electricity- - - - - 345,459MWh
o Heavy Oil A - vvvveeeeenen 5,240kL
®1Gi [yl0aSERREREEE: 45,512 thousand m?

Industrial water
16,541 thousand tons

>

)
U

PRTR-designated substances

* To the atmosphere- -+ -+ -+ 657 tons

O @ WEIiEs e oreomcansaazaoce 0.6 tons

* CO from energy consumption

N\ Output . 316 thousand tons-CO:

Sekisui ON@gecceccoecosoosoocosoe 189 tons

Chemical Group . 0 SOX -+ 10 tons

N  Soot particles: <« - o e 2 tons
* Water discharged

---------- 15,402 thousand tons

O(dOJp) coooooooooooo0000000a 61 tons

Note: Certain main raw materials are undisclosed for business strategy reasons.

* Total generated waste
------------- 36 thousand tons




Progress on the Midterm Environmental Plan @I

Efforts and targets of the Midterm Environmental Plan: Environmental Top Runner Plan SHINKA!

Improving overall environmental management efficiency

Achieving a Sekisui Eco Value Index at least three times the fiscal 2007 value

g S | Increase selling of environment-contributing products Environment-contributing products at least 40% of consolidated net sales
=<

T 5 o N T

Sa . . I Number of products certified as environment-contributing products:

E % Promoting development of environment-contributing products 20 or more (fiscal 2009 — 2013)

g_ § Expanding products' contributions | Contribution to reduction in CO, emissions | Setting targets in fiscal 2009

5 4

2 .3. to the environment Contribution to waste reduction, recycling, and reuse | Setting targets in fiscal 2009

Reducing
greenhouse-gas
(GHG) emissions
per activity

Across all business activities

Setting targets in fiscal 2009 for reduction of GHG emissions

Raw materials and raw material procurement

Setting targets in fiscal 2009 for reduction of CO. emissions

Domestic production sites

Reducing greenhouse-gas emissions by at least 20% compared to fiscal 1990
(at least 10% compared to fiscal 2007)

Laboratories

Reducing greenhouse-gas emissions by at least 20% compared to fiscal 2007

Domestic offices (including sales vehicles)

Reducing CO; emissions by at least 10% compared to fiscal 2007

Overseas production sites

Setting targets in fiscal 2009 for reduction of CO, emissions

Overseas offices

Setting targets in fiscal 2009 for reduction of CO. emissions

Promoting energy
saving

sasef asnoyuaaib Jo SUoISSIWA Ul UoEINPAY

Domestic production sites

Reducing energy used per unit of output by at least 7% compared to fiscal 2007,
when converted into thermal units

During shipment in Japan

Reducing unit energy consumption by at least 5% compared to fiscal 2007

Reducing wastes

Domestic production sites

Reducing waste generated per unit of output by at least 40% compared to fiscal 2007

House construction sites

Reducing loss costs derived from waste materials by at least 5 billion yen
compared to fiscal 2008 (Accumlated amount from fiscal 2009 to 2013)

Compared to fiscal 2000: ~ Sekisui Heim: 45% reduction
Two-U Home: 63% reduction

Overseas production sites

Setting targets in fiscal 2009 for reduction of wastes generated

Domestic offices

Reducing copier-paper use by at least 20% compared to fiscal 2007

Overseas offices

Setting targets in fiscal 2009 for reduction of copier-paper use

SBIMADR $S3UISNq JO sPedw [ejuaWUoIIAUR 3y} Buppnpal Jayung
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Domestic production sites/laboratories

Rate of achievement at sites reviewed: 100%

Overseas production sites

Rate of achievement at sites reviewed: 100%

supply chains

Further promoting : : :
Zero emissions Recycling of waste materials produced during Implementing zero-emissions (i.e., recycling at least 98% of wastes) efforts in
standards dismantlement and extension/renovation of houses | at least 50% of demolition projects
Recycling of wastes produced ) '
yeling iStes p . Recycling at least 90% of construction wastes
from non-residential construction
@ =2 i ~ i q i 0
_E £ Efficient water use Reducing water l|ntake at domestic production sites by at least 10%
2ss compared to fiscal 2007
9 g ‘g Reduction in VOC emissions Reducing atmospheric VOC emissions at domestic production sites and laboratories
& 3 | (Legal and voluntary controlled substances) by at least 60% compared to fiscal 2000 (at least 25% compared to fiscal 2000)
Efforts to preserve biodiversity Formulating guidelines in fiscal 2009
S_ '§ Activities to improve | Support of nature conservation activities As Sekisui Chemical Group, providing aid to at least 10 nongovernmental
g & environment by NGOs organizations per year in support of nature conservation activities
= M .
33 (preserving . S Promoting nature conservation activities in at least five locations overseas
a5 biodiversity) Nature conservation activities in i i i i ctvities i tmershio with local it
=3 collaboration with local communities mplementing nature conservation activities in partnership with local communities
at 50 sites or more
Attaining external EMS certification at - P . .
9 L .| Attaining external EMS certification at 100% of sites reviewed
domestic production sites and laboratories
Attaining external EMS certification at - P . . .
9 . ) Attaining external EMS certification at consolidated construction companies
Enhancing domestic construction companies
i Attaining external EMS certification at - P . .
environmental 9 e Attaining external EMS certification at 100% of sites reviewed
management overseas production sites
systems (EMS) Expanding EMS development in Achieving EMS development at 100% of suppliers of

residential building materials supplying 1 million yen/month or more

Expanding green procurement

Achieving a green procurement rate of 98% or higher

Soil and groundwater surveys

Completion of surveys of sites reviewed

Improvement of
education and
enlightenment

ainpnaselur Juswabeuew
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Learning at least a certain degree
of environmental knowledge

Reaching a total of at least 1,000 certified Environmental Specialists (Eco Test)

Conducting environmental education for employees and management overseas as well

Developing leaders for nature protection
activities

Holding the Sekisui Nature Study Course at main sites (34 plants, four laboratories)

Communication
with external
organizations

Publishing site reports

Continuing issuance at production sites, laboratories, and housing sales
Fami-S (remodeling) companies which acquired ISO certification

Communication with local communities to
improve environment

Continued implementation at eight domestic production sites




Results of efforts conducted under the Midterm Environmental Plan: Environmental Top Runner Plan SHINKA! for fiscal 2009

Targets for Fiscal 2009 Results of Fiscal 2009 72 M

1.4 times (compared to fiscal 2007) 1.4 times (compared to fiscal 2007) Data 7
Percentage of consolidated net sales: 23% Sales of enwronment»cgntnbutlng products: 178.6 billion yen % 16
Percentage of consolidated net sales: 21%
Five new products certified Two new products certified X 17
Setting targets during the fiscal year Target-setting planned for July 2010 X -
Setting targets during the fiscal year Target-setting planned for July 2010 X -
Setting targets during the fiscal year Target-setting planned for July 2010 X -
Setting targets during the fiscal year Target-setting planned for July 2010 X -
Reducing greenhouse-gas emissions by 15% compared to Greenhouse-gas emissions reduced by 24% compared to fiscal 1990 o 19

fiscal 1990 (2% compared to fiscal 2007) (15% compared to fiscal 2007)

Reducing greenhouse-gas emissions by 3% compared to fiscal 2007 Greenhouse-gas emissions reduced by 2.4% compared to fiscal 2007 X Data 8
Reducing CO; emissions by 7.5% compared to fiscal 2007 CO; emissions reduced by 9.6% compared to fiscal 2007 © Data 12

) . ) As a guideline for setting targets by site for fiscal 2013,
setting targets during the fiscal year reducing energy used per unit of output by 5% compared to fiscal 2008 O B

) . ) As a guideline for setting targets by site for fiscal 2013, set a target of
setting targets during the fiscal year reducing energy used per person by 10% compared to fiscal 2008 O B
1% reduction per unit of output compared to fiscal 2007 2.2% increase per unit of output compared to fiscal 2007 X Data 8
1% reduction per unit transported compared to fiscal 2007 2.6% increase per unit transported compared to fiscal 2007 X Data 8
10% reduction per unit of output compared to fiscal 2007 3.3% reduction per unit of output compared to fiscal 2007 X 21
Loss costs: 800 million yen reduction compared to fiscal 2008 Loss costs: 700 million yen reduction compared to fiscal 2008 O 22
Sekisui Heim: 24% reduction Sekisui Heim: 24% reduction o Data 9
Two-U Home: 47% reduction Two-U Home: 44% reduction ata

) , ) As a guideline for setting targets by site for fiscal 2013, set a target of
Setting targets during the fiscal year reducing waste generated per unit of output by 25% compared to fiscal 2008 O Data 11
Copier-paper use: 7% reduction compared to fiscal 2007 Copier-paper use: 7.5% reduction compared to fiscal 2007 O 21

. . ) As a guideline for setting targets by site for fiscal 2013, set a target of
Setting targets during the fiscal year reducing total copier-paper use by 20% compared to fiscal 2008 O B
Beginning efforts at sites reviewed Efforts begun at sites reviewed (no new achievement) O -
Beginning efforts at sites reviewed Eslon B.V. achieved zero emissions @) 21
Demolition recycling rate: 94% Demolition recycling rate: 93% (99% for designated construction materials) O Data 9
Beginning studies in model regions Studies begun in model regions O -
Reducing water intake by 2% compared to fiscal 2007 Water intake reduced by 2.6% compared to fiscal 2007 O 22
Reducing VOC atmospheric emissions by 50% compared to Reduced VOC atmospheric emissions by 46% compared to fiscal 2000 % 23

fiscal 2000 (reduction by 5% compared to fiscal 2007) (increased by 3% compared to fiscal 2007)

Formulating guidelines in fiscal 2009 Planned for formulation July 2010 X -
Providing aid to six organizations Aid provided to six organizations O 54
Implementing reforestation and conservation activities in Suzhou, China | Reforestation and conservation activities implemented twice in Suzhou, China O -
Implementing nature conservation activities at 40 sites or more Nature conservation activities implemented at 42 sites O -
Beginning efforts at sites reviewed No new certification acquired in fiscal 2009 X -
Beginning efforts at sites reviewed No new certification acquired in fiscal 2009 X -
Beginning efforts at sites reviewed One site certified X -
. ) EMS systems developed at 93% of supply chain
0

Developing EMS systems at 90% of supply chain (external certification: 59%, independent EMS development: 34%) O B
95% or higher 94.8% O 17
Surveying five sites Five sites surveyed, with surveys completed at three sites O 23
100 or more persons 46 persons X -
Holding CSR training sessions .

(for new employees and new members of management) Training held for new employees and new members of management O -
Implementation at two sites Held at two sites (27 participants in total) O -
Issuance at 45 production sites and laboratories that have attained N .

15014001 certification Issued at 37 production sites and laboratories X -
Conducted at one site The Sekisui Medv|cal Co., Ltd. Iwate Plant held a briefing on its efforts o B

for nearby residents

“Evaluation” Column Explanatory Note  © Outperformed target

O Performed close to target (achievement rate of about 90% to 110%)

X Failed to reach target



Sekisui Chemical Group’s Environmental Accounting

To promote efficient environmental management and fulfill corporate ac-
countability responsibilities, Sekisui Chemical Group employs environmen-
tal accounting that makes it possible to ascertain the costs and effects of
environmental conservation activities. Calculation is conducted by referring
to the Environmental Accounting Guidelines 2005 issued by the Japanese
Ministry of the Environment, with the addition of Sekisui Chemical Group’s
own concepts such as external economic benefits (estimated effects).

In fiscal 2009, although R&D costs rose in connection with an in-
crease in the number of environmental themes addressed, costs remained
largely unchanged from the previous year thanks to a decrease in waste-
related costs and other costs.

On the other hand, investments decreased from fiscal 2008 due to
the lack of large-scale environmental investments such as the adoption in

Scope of environmental accounting
(1) Summation period: April 1, 2009 through March 31, 2010
(2) Scope of summation: 40 target production sites (as listed on Data p.
2) + 4 Laboratories + each department of Corporate Headquarters +
back offices of division companies + 15 housing sales companies
(3) Principles of summation
» Depreciation amounts are the same as those for financial accounting.
¢ Investment amounts are based on budget approvals during the
summation period.
* Expenditures and investments that contain other than environmental
conservation activities are distributed pro-rata in 10% increments.
(4) Main Changes from Last Fiscal Year
The scope of summation for production sites grew to 40 with the

fiscal 2008 of biomass boilers. The cost savings amount from energy- addition of 5 sites.
conservation activities, which constitute one of the real economic results
of focusing on activities to reduce CO emissions and conserve energy,
increased. In addition, external economic benefits such as those from

photovoltaic power generation systems also increased steadily.

Table 1 Environmental Conservation Costs (group) (million yen)

Prevention of air, water and noise pollution, etc. 1,646 458 1,700 774 1,675 182
1) Costs within business areas Countermeasures against global warming (energy-saving), etc. 165 448 222 642 252 704
Waste reduction, recycling, disposal, etc. 4,657 64 4,164 335 3,956 55
2) Upstreamidownstream costs  Cogt nteases due to sitching to packaginglpacking methods nvoling W s 3 0| 0
3) Administrative costs E"V'r""me"fa!nefg‘r’rﬁ’att'l‘;’:l gi"s"cslo’;‘l?rigte"ancev running costs for green action 2,527 9| 238 29 | 2187 45
4) Research & Development costs Research & Development on environmental conservation 1,655 39 1,982 60 2,561 14
5) Social activities costs Social contributions, etc. 57 0 65 0 70 8
6) Envir | damage costs Nature restoration, etc. 25 0 89 207 23 354
Total 11,075 1,037 10,944 2,047 11,217 1,363

Items
(€5 Investments (€5 Investments. (€5 Investments
Total amount of R&D costs and investment in the fiscal period (million yen) ‘ 25,599 17,871 ‘ 25,420 15,740 ‘ 24,010 24,119
Ratio of amount related to environmental conservation activities to total (%) \ 6.5 58 | 7.8 130 | 107 5.7

* R&D cost is the total for all consolidated companies.

Table 2 Environmental Conservation Benefits (group)

. q . Environmental performance criteria:
Environmental Conservation Benefits per unit of output; Total evsaﬁljfa»
o [ Paos [ Paono | e 0308 Pos | pooy | tion
T -281
X

Description of effects

Effects on invested  Amount of (1) Electricity 3,895 | 3,626 | 3,345 Data 8 | (1)Energy usage per unit of Glitons | 182 185
resources energy usage”'  (2) Fuel T 2,623 | 2,461 | 2,312 | -149 | Data8 output (electricity + fuel)*' : ’
(3) CO; emissions Thousand 3646 | 3402 | 3156 | 247 | Data8 - - - - o
Effects within i
business areas  Effects on “ ‘;gfru'gﬁ,gjggzggpg'gg"?' Tons | 677.2 | 729.8 | 659.4 | -70.3 |Data 14 - - - - o
environmental Thousand 2)Wast ted it
impact and wastes  (5) Wastes generated** e 436 | 393 | 360 | -34 | Daw9 @ ofa:u‘t*p%‘i”e'a ed per uni kgftons | 396 405 | x
. ¥ Thousand 3)0ut d di |
(6) Outsourced disposal** owsand 70 | 044 | 035 | 0.08 | Data9 ¢ )uﬁitsg;‘:flﬁpm's"“a PE kgitons | 044 040 | O
Upstream/ Effects due to CO; reduction by photovoltaic Thousand _ _ _ _ _
! effects products/services = generation, etc. (cumulative) tons 126 | 143 162 19 o
Other 15014001 New acquisitions Numbers| 4 2 0 - = | Number of business sites Totalumberof |~ % | O
benefits on Others* Certification Renewals Numbers| 13 14 14 _ — | acquiring 15014001 Certification*” - business sites
environmental Number of business sites achieving Numbers| 1 2 1 _ 21 Number of business sites Total number of 138 139 | o
conservation zero emissions achieving zero emissions** business sites

*1 Conversion into thermal units uses the coefficient published by the Ministry of Economy, Trade and Industry. 2 Emissions at the time of manufacturing and conversion to COz amounts use the coefficients used in the Environmental Top Runner Plan
SHINKAL (see Data p. 8). *3 Applicable to Class | Designated Chemical Substances specified by PRTR Law. *4 Amount discharged + Amount disposed of at price + Amount incinerated within own premises. *5 Simple incineration + Landfill. *6 Includ-
ing business sites not subject to environmental accounting summation, such as overseas business sites. 7 A cumulative total sites reviewed for factors such as consolidation and return of certifications for housing sales companies. 8 A business site
affiliated to multiple companies is counted as one.

Table 3 Economical Effects Related to Environmental Conservation Measures (group)

(million yen)

Revenue  (1)Profit on sales of valuable resources 386 316 204 | Profit on sales of valuable resources from promotion of waste segregation and recycling
(2)Savings from simplified packaging 17 20 32
Costsaving  (3)Cost-saving through energy-saving activities 302 336 725
(4)Cost-saving through waste reduction activities, etc. 785 1,041 387 Including resource-saving activities
Sub-total (actual effects) 1,489 1,712 1,347
(5)Contribution to environmental conservation activities*® 6,175 5,938 6,228 | Contribution of environmental conservation activities to added value at business sites*'®
(6)External Economic Effect 8634 10,577 12,508 Eﬂonet‘arx cqnversion _qf irppact from photovoltaic generation systems and
No-Dig" pipe rehabilitation method
Sub-total (¢ | effects) 14,809 16,515 18,827
Total 16,297 18,227 20,174

*9 Excluding housing sales companies * 10 (Added value from business sites) x {(Costs within business areas + Administrative costs) / (Total production costs excluding materials costs)}



Environmental Conservation Cost (by Each Division Company) (million yen)
q a Urban Infrastructure & High Performance ~ Sekisui Chemical
ligii Housing Company* Environmental Products Company ~ Plastics Company Group*?
Category Description of main activities Costs  Investments Costs  Investments Costs | Costs |
Prevention of air, water and noise pollution, etc. 983 4 64 3 539 145 1,675 182
1) Costs within business areas Countermeasures against global warming (energy-saving), etc. 59 61 65 360 117 229 252 704
Waste reduction, recycling, disposal, etc. 3,185 2 307 48 424 4 3,956 55
Cost increases due to switch to packaging/packing methods
2) Upstream/downstream costs involving reduced envirc | impact, greener purchasing, etc. 39 0 36 0 5 0 493 0
- . Environmental education, EMS maintenance, running costs
3) Administrative costs for green action organization, information disclosure 632 0 203 0 335 4 2,187 45
4) Research & Development costs | Research & Development on environmental conservation 113 0 1,215 13 880 0 2,561 14
5) Social activities costs Social contributions, etc. 21 0 3 0 " 8 70 8
6) Environmental damage costs | Nature restoration, etc. 0 0 0 354 23 0 23 354
Total 5,387 67 1,893 778 2,353 431 11,217 1,363

: Urban Infrastructure & High Performance  Sekisui Chemical
Items Housing Company*! Environmental Products Company ~ Plastics Company Group*?
Costs  Investments Costs  Investments Costs || Costs |

Total amount of R&D costs and investment in the fiscal period (million yen) \ 3,981 2,676 \ 5,737 2,137 \ 10,730 18,608 | 24,010 24,119
Ratio of amount related to environmental conservation activities to total (%) ‘ 2.8 25 ‘ 21.2 36.4 ‘ 8.2 2.3 ‘ 10.7 5.7

*1 Including 38 business sites of housing sales companies *2 Total of 3 division companies and departments of Corporate Headquarters *3 R&D cost is the total for all consolidated companies.

Environmental Conservation Cost (by Environmental Conservation Measures) (millon yer)

q Urban Infrastructure & High Performance  Sekisui Chemical

Category Description of main activities Costs  Investments Costs  Investments Costs | Costs |

1. Prevention of global warming Reduction of CO; emissions, etc. 87 60 100 364 115 227 1,120 706
2. Ozone layer protection Reduction of Chlorofluorocarbon emissions, etc. 4 0 0 0 4 2 8 2
3. Conservation of air quality Prevention of air pollution by reducing pollution substances 237 4 46 0 268 83 599 114
4. Prevention of noise and vibration Prevention of noise and vibration pollution 3 0 2 0 10 7 19 8
5 chi?seir‘yi?;':l); gr]:t\,l‘lgartg[lr?g\g[loarlwyem, Preservation of water quality, prevention of subsidence 202 0 18 357 234 29 490 388
6. Waste reduction and recycling Reduction and tr of waste, recycling 3,672 2 1,350 48 460 4 5,532 56
7. Reduction of chemical substance Risk management of chemical sub es, etc. 553 0 3 0 55 10 611 10
8. Conservation of natural environment ~ Nature protection, etc. 56 0 29 0 25 53 135 53
9. Others Others 572 1 344 8 1,181 15 2,703 27
Total 5,387 67 1,893 778 2,353 431 11,217 1,363
*1 Including 38 business sites of housing sales companies *2 Total of 3 division companies and departments of Corporate Headquarters
Environmental Conservation Benefits (by Each Division Company)
; ] s : Urhan Infrastructure & High Performance  Sekisui Chemical
Environmental Conservation Benefits Housing Company Envronmental Poducts Company.~ Plastics Company Group o
o . Fiscal Fiscal FEffect Fiscal Fiscal Effect Fiscal Fiscal ~Effect Fiscal Fiscal ~Effect [
W T G o Bn e b b o b oo o
Effects on invested . Amount of 1. Electricity T 452 416 -35 11,407 1,280 -127 | 1,143 1,059 -85 3,626 3,345 -281 |Data8
resources energy usage”* 2. Fuel T 161 124 -37 135 112 -23 | 1,940 1,851 -89 | 2,461 2312 -149 |Data 8
3. CO; emissions** Th‘t’g;g"d 36.1 314 46| 881 799 821668 1569 -99 340.2 3156 -24.7 Data8
Effects within 4. Volume of environmental pollutants
business areas Ef‘fe'cts on discharged”* Tons 5.9 1.0 -48 | 806 745 -6.1 6394 5803 -59.1|729.8 659.4 -70.3 |Datal4
environmental —
impact and wastes 5 \astes generated*’ T ot 104 101 03| 86 7 14| 184 166 -1.8 | 393 360 -3.4 |Data9
6. Outsourced disposal*® Th‘t’;';gnd 000 000 000| 000 000 000| 036 027 -009| 044 035 -0.08 Data9
Upstream/ Effects due to CO; reduction by photovoltaic generation, Thousand
downstream effects - products/services = etc. (cumulative¥ tons 143162 19 - - - - - - 143 162 19 -
New acquisitions: Numb: 0 0 = 0 0 = 2 0 = 2 0 = =
Other benefits on 15014001 Certification < o ons WML
N o Numbers 0 5 - 6 1 - 5 7 - 14 14 - -
environmental Others Number of busi - hievi
conservation umber of business sites achieving zero _ _ _ _
emissions*10 Numbers 0 0 0 1 1 0 2 1 21

*4 Conversion into thermal units uses the coefficient published by the Ministry of Economy, Trade and Industry. *5 Emissions at the time of manufacturing and conversion to COz amounts use the coefficients used in the Environmental Top Runner Plan
SHINKA! (see Data p. 8). *6 Applicable to Class | Designated Chemical Substances specified by PRTR Law. *7 Amount discharged + Amount disposed of at price + Amount incinerated within own premises. *8 Simple incineration + landfill. *9 Including
business sites not subject to environmental accounting summation, such as overseas business sites. “10 A business site affiliated to multiple companies is counted as one.

Economic Effects Related to Environmental Conservation Measures (by Each Division Company) (million yen)
: Urban Infrastructure . P
o Housing ; High Performance Sekisui Chemical
COmPANY™" gy P oy G e
Revenue (1) Profit on sales of valuable resources 15 n 160 204 Proft on.sa\es of valugble resources from promotion of waste
segregation and recycling
(2) Savings from simplified packaging 0 14 13 32
Costsaving  (3) Cost-saving through energy-saving activities 10 56 634 725
(4) Cost-saving through waste reduction activities, etc. 12 134 218 387 Including resource-saving activities
Sub-total (actual effects) 36 215 1,025 1,347
(5) Contribution to environmental conservation activities*'' 683 1,774 3,490 6,228 ES:i:Iet;:t;%:siﬁ“e nvironmental conservation activites to added value at
(6) External Economic Effect 7,430 5,168 B 12,598 Monstary conversion of impact from photovoltaic generation systems
and “No-Dig" pipe rehabilitation method
Sub-total (esti | effects) 8,113 6,942 3,490 18,827
Total 8,149 7,158 4,516 20,174

*11 Excluding housing sales companies “12 (Added value from business sites) x {(Costs within business areas + Administrative costs) / (Total production costs excluding materials costs)}



Sekisui Eco Value Index € €I

The Sekisui Eco Value Index is an independent index utilized by Sekisui Chemical Group for measuring the efficiency of our environmental manage-
ment activities.

Sekisui Eco Value Index Trends

Environmental Added Value
(converted to monetary amount)
(= sales revenue from environment-contributing products +
Sekisui Eco external economic benefits)

Value Index ™

Group's overall environmental impact

0 D))
2007 2000 013
— Environmental Added Value (converted to monetary amount) N
Environmental Added Value (numerator): Sekisui Chemical Group calculates Environmen- Environmental added value
tal Added Value by totaling the sales of our environment-contributing products and the external (100 million yen) Waste reduction
economic benefits provided to society through our products and businesses. External economic 2000 1,91 ﬂPY,!h?,SFR,M?}PRd
benefits are calculated by converting to monetary amounts the effects of reducing environmen- 1728 ;:21* Photowolaic
tal impacts when Sekisui Chemical Group products are used by customers or society. . gg generation
1,500 EyU W
49 —— Sales of environment-
Conventional contributing products
Energy and resources consumed, waste generated
Products o0
Environment- - 1,786
ibuti Reducing 1,623 |
contributing <€--- . R 5
Products Enwronmelntal Impact
* S50
External Economic Benefits =
Reduction Amount x Cost for Reducing Environmental Impact 4
2007 2008 2009
\§ J
— Group'’s overall environmental impact (denominator) N
Group's overall environmental impact (denominator): The total sum of the Group’s en- Overall environmental impact (Eco Points)
vironmental impact is calculated by addition of converted values of raw materials and energy 2007 2008 2009
used as well as related landfill and incineration of waste and emissions into the atmosphere 0  fnergy
and water, which represent environmental impacts of differing units and effects on the envi- 49 46 43
ronment, to the Eco Point coefficient using the JEPIX integration method.
Input Output o  Rawmaterials
Major raw materials Sek's%' Chemical Products
Metals, lumbers, wood-based roup Al 9
building materials, ~cement, 100 118 ']
polyvinyl chloride, polyethyl- Wastes
ene, polypropylene, etc. Landfill and incineration
T S ——Emissions to__
Energy Emissions to atmosphere and water area 150 06 2 atmosphere and
Electricity, heavy oil A, PRTR-designated substances 16 0.7 16 ’ 1631 Landfill and
diesel oil, heating oil, gasoline, (Cl\gethylene chloride, Xylene, Toluene, etc.) 10,64 176 incineration
City gas, etc. D e
200
Integration of environmental impacts — Eco Points (EIP) (100 million)
\§ J

1,786

Urban Infrastructure & Environmental
Products Company 10

High Performance
56 j Plastics Company

2007 2008 2009



Global Warming Prevention @ZFED

Greenhouse-gas (GHG) Emissions from the Production Stage in Japan

(1,000 tons-C02)

B0
433
400 A4 389
32849 365 (Target)
7 346
37 24 33% Greenhouse-gases from ==
36 15— non-energy consumption
300 e g e
95 31— Housing
88 Company
80— rban Infrastructure &
200 Environmental Products
"""""""""""""""""""""""""""" Company
203 178 167 — High Performance
100 157  Plastics Company
54 — Corporate
0 41 5 49 47 Headquarters 5
1990 € 2007 2008 2009 2013

Energy Usage and Unit Energy Consumption During Manufacturing
Basic unit index

Usage (TJ) Basic unit performance (FY2007: 100)

102.2
10000 100 [ 100
93
8000 Basic unit arget 80
6,519
6,000 6,087 60
————————————————— o BT e B
540 Housing Company
1,661 1,542 ~ Urban Infrastructure &
4,000 i 1,392  Environmental Products Company 40
— High Performance
Plastics Company
200 3 i 2000 2
0 938 849 815 Corporate Headquarters 0
2007 2008 2009 NEEE

Amount Transported and Energy Basic Unit Costs (Index)

Amount transported Basic unit index

(10,000 ton-km) 100.8 102.6 (fiscal 2007: 100)
50,000
100
T
40000 o Beioiige gy
36,136

33,051

S 8,032

6,746
20,000 3273 L L 40
12,024 — Urban Infrastructure &
10,731 Environmental Products Company
10,000 6,761 High Performance 20
T e 588G e 5071 """ Pfags'ﬂc's'Cb'rhb'a'riy' """"""""""""""
— Corporate Headquarters
8,075 7,107 P q
o 5,555 N o
2007 2008 2009 013
Greenhouse-gas Emissions from Laboratories
(1,000 tons-CO2)
20
16.8 16.6 16.4
7 15
a5 [ S ——— (Target) ... .
*“——Other 13.5
greenhouse gases —
——C0z from
10 energy consumption ||
15.1
16.3 135

2007 2008 2009 2013

CO: Emissions Coefficient
(Environmental Top Runner Plan: Shinka!)

Under the New Midterm Environmental Plan: Environmental Top Runner
Plan SHINKAV!, progress is being made in reducing emissions of all green-
house gases. The conversion coefficients for CO. emissions have been
changed to the default values (as March 2009) under the greenhouse-
gas emissions calculation, reporting, and disclosure system established by
Japanese law, with uniform figures used for each fiscal year.

Purchased electricity 0.555 tons CO/MWh

Heavy oil A 2.71 tons COz/kL
City gas 2.08 tons CO»/thousand Nm?
Heating oil 2.49 tons CO2/kL
Diesel oil 2.62 tons COz/kL
Gasoline 2.32 tons COz/kL
LPG 3.00 tons CO/ton

Purchased steam 0.179 tons CO:/ton

Source: Calculation and Reporting Manual for Greenhouse Gas Emissions (published in March 2009 by Japanese Minis-
try of the Environment and Ministry of Economy, Trade and Industry)

Breakdown of Greenhouse-Gas
(GHG) Emissions

Breakdown of Energy Used

CO; from CO; from non-energy
other energy consumption 2%

consumption 6% Other gases 3%

yiothers 6%

reawy 04'1“’2“ Heavy oil A
4% —
- Fiscal 2009
Ci;);g/:s FIZCZ!:';?? ° Electricity City gas 330,000 Electricity
’ 58% 27%  tons-CO2 . 58%

CO: Emissions in the Product (Distribution Stage)

Housing
Corporate Company
Headquarters 179%
18% °

Fiscal 2009
High Performance 43,000

Plastics Company
20% tons-CO2

Urban Infrastructure &
Environmental
Products Company
45%

* Amount transported in fiscal 2009: 280 million tonkilometers
* Calculation method: Either the improved ton-kilometer method, fuel consumption method or fuel cost method de-
pending on the product and transportation method



Resource Recycling and Saving

Fiscal 2009 Annual Production Site Waste Generation and Disposal Conditions

Change over the previous year is in () and proportion of the total generation is in [ ].

Reuse within the premises 7,813 tons On-site incineration (Reduction) 0 tons
(decreased by 17.7%) (decreased by 100%) [0.0%]
? J Valuable materials sold 14,852 tons Total amount of

Total amount of generated wastes .
Qutsourcing of

35,955 tons Amount of discharged i
(decreased by 8.5%) [100%] wastes 21,103 tons recycling resources
N ! 20,750 tons
(increased by 1.0%) N o by 1.4%
58.7%] (increased by 1.4%)
[57.7%]

(decreased by 19.3%) [41.3%] materials recycling

29,658 tons
(decreased by 6.5%)
[82.5%]

Materials recycling

14,807 tons

(increased by 11.2%) Use of incineration

[41.2%] heat
5,943 tons
(decreased by 16.7%)

Outsourced disposal
354 tons (decreased by 19%)
[1.0%)]

Zero Emissions Achievement Criteria and Accredi-
tation System of Sekisui Chemical Group

(1) Not engaging in any outside incineration without thermal utilization, and landfill
outside or inside of facilities (Recycling ratio 100%).

(2) If the waste quantity is small and is a type of waste that has never been recycled
before, recycling methods and relevant contractors must be identified and a ser-
vice agreement must be executed.

We have also established uniform evaluation criteria named the Zero Emissions
Achievement Evaluation List. We have a system designed to conduct internal checks
and issue approvals for observance status of the evaluation criteria, legal compliance,
rules and signs for waste segregation and storage, management of related facilities,
and waste reduction planning and management. The list obliges us to conduct inspec-
tion of outside contractors and to clarify treatment routes in order to enhance the
management system through these activities.

Total Amount of Waste Generated in New House Construction
(tons/house)

Simple incineration 193 tons
w (decreased by 19%) [0.54%] [16.5%]

Landfill 161 tons
(decreased by 19%) [0.4%]

Status of Zero Emissions Achievement

Achieved at 35 plants in Japan and three overseas plants, including
Production sites those of affiliates. (Includes one plant overseas that achieved zero
emissions in fiscal 2009)

Laboratories Achieved at four domestic laboratories as of fiscal 2005

New house

construction sites Achieved at all locations as of September 2003

House renovation sites Achieved at all locations as of fiscal 2004

Osaka and Tokyo . .
Headquarters buildings Achieved as of fiscal 2005

As of end of fiscal 2009, 99 % recycling rate for Designated Con-

House dismantling sites struction Materials (scrap concrete and wood)

Total Amount of Waste Generated and Unit Waste Generation at

Production Site
Basic unit index
Waste generated (1,000 tons) (fiscal 2007: 100)

i
2. e . ... .. 86 — Urban Infrastructure & Basic unit target
126 — New house 20 7.1 Environmental Products Company 40
1.04 1.26 1.32 129 120 comstructionsite T T
NAUION  NUNRRROON  NUNNRNON SN  DUSUNNNN USSR EESSRSRSRR —— High Performance
0.69 0.70 — External B — ) S - 1 6.67——HasticsGampany——r——r——r——r——r——r——r——r——r——r——r—z—q—
1.03 : 0.65 0.59 0.75  wall plant
0 » 0.43 039 0.33 0.29 0.25— Assembly plant 0 2.1 1.9 2.1— Corporate Headquarters 5 0
2000 « 2005 2006 2007 2008 2009 2007 2008 2009 ¢ 2013

Breakdown of Generated Waste

9
! _ Plaslerb0§rd 0.5% Burnt residue 0.2%
Oil waste, acidic waste, alkaline \/5\/%5‘3/3 —‘ [— Others 1.4%

Metal scrap 3.2%
Wood chips 4.6%

Wastepaper 5.3%
. Fiscal 2009
Sludge 10.1% 36,000 tons

— Plastics waste
49.5%

Glass and ceramics scrap
19.8%



Economic Loss

Quantity and Basic Units of

Subjects of Material Flow Cost Accounting at

Sekisui chemical Group Waste Generated at (LOSS COStS)
Business Sites Reviewed
 Material-cost factors )
Cost factors: Primary raw materials, secondary raw materials, ancillary raw materials, and all Waste generated (1,000 tons) Basic unit index Index
other material costs 20
 System-cost factors
Labor costs, equipment depreciation, other administrative costs 100 100
e Epergycosts 40 - index 80 s g T
Electricity, water, gas, heavy oil, and other fuel and energy costs 2 Wasteprocessing
* Waste-processing costs 8 M oosts
Actual costs of waste processing 30 60 23
. » e Wil - 20— System costs
Data on the above costs is collected as positive and negative costs. — Waste 60 )
452 amount  teeee. Jeeeeeed 3 ——Energycosts -
20 403 [ B 40 R terial
— Raw-material
36.3 331 AO rrrrrrrrrrrrrrrrrrrrr COSIS cccccennenne
Changes in the Amount of Groundwater Extracted for Use 61 57
at Production Site 0., - N
(1,000 tons)
20000 0 2 0 0
2005 2007 2008 2009 2008 2009
16985 16923 16,541 ] (Target)
85— Housing Compan
15000 234 2000 ey oo B
Urban Infrastructure
& Environmental
Products Company
10000
12,310 e 11,632
—— High Performance
5,000 Plastics Company
Corporate
o 2082 2,507 2,663  Headquarters
: »
2007 2008 2009 o013

Environmental Management

15014001 Certified Business Sites

Urban Infrastructure &

Housing Company

Hokkaido Sekisui Heim Industry Co., Ltd.
Tohoku Sekisui Heim Industry Co., Ltd.
Kanto Sekisui Heim Industry Co., Ltd.
Tokyo Sekisui Heim Industry Co., Ltd.
Chubu Sekisui Heim Industry Co., Ltd.
Kinki Sekisui Heim Industry Co., Ltd.
Chushikoku Sekisui Heim Industry Co., Ltd.
Kyusyu Sekisui Heim Industry Co., Ltd.
Sekisui Board Co., Ltd. Minakuchi Plant
Sekisui Board Co., Ltd. Gunma Plant
Hokkaido Sekisui Heim Co., Ltd.
[Hokkaido Sekisui Fami-S Co., Ltd.]
Gunma Sekisui Heim Co., Ltd.
Ibaraki Sekisui Heim Co., Ltd.
[Ibaraki Sekisui Fami-S Co., Ltd.]
Tochigi Sekisui Heim Co., Ltd. General Affairs Department
Sekisui Heim Shinetsu Co., Ltd.
[Sekisui Fami-S Shinetsu Co., Ltd.]
Tokyo Sekisui Heim Co., Ltd.
(not including Yamanashi Sales Branch)
Tokyo Sekisui Heim Co., Ltd. Yamanashi Sales Branch
[Tokyo Sekisui Fami-S Co., Ltd. Yamanashi Sales Branch]
Sekisui Heim Chubu Co., Ltd.
Sekisui Heim Kinki Co., Ltd.
Sekisui Heim Sanyo Co., Ltd.
Sekisui Heim Chushikoku Co., Ltd.
[Sekisui Fami-S Chushikoku Co., Ltd.]
Sekisui Heim Kyusyu Co., Ltd.
[Sekisui Fami-S Kyusyu Co., Ltd.]

Environmental Products Company

Sekisui Chemical Co., Ltd. Shiga-Ritto Plant
Sekisui Chemical Co., Ltd. Gunma Plant
Sekisui Chemical Co., Ltd. Tokyo Plant

Sekisui Chemical Co., Ltd. Kyoto Research &
Development Laboratories

Chiba Sekisui Industry Co., Ltd.

Sekisui Chemical Hokkaido Co., Ltd.

Toto Sekisui Co., Ltd. Ota Plant

Okayama Sekisui Industry Co., Ltd.

Sekisui Roof Systems Co., Ltd. Manufacturing Division
Shikoku Sekisui Industry Co., Ltd.

Kyusyu Sekisui Industry Co., Ltd.

Ryuseki Jyubi Industry Co., Ltd.

Sekisui Aqua Systems Co., Ltd. Shizuoka Plant
Sekisui Hometechno Co., Ltd.

Kydex, LLC.

Eslon B.V.

Wuxi SSS-Diamond Plastics Co., Ltd.
Yongchang-Sekisui Composites Co., Ltd.
Sekisui (Qingdao) Plastic Co., Ltd.

Corporate Headquarters

Sekisui Chemical Co., Ltd., Development Center
Tokuyama Sekisui Industry Co., Ltd.

Hinomaru Co., Ltd. Tosu Plant

Hinomaru Co., Ltd. Kanto Plant

Sekisui Seikei, Ltd. Chiba Plant

Sekisui Seikei, Ltd. Kanto Plant

Sekisui Seikei, Ltd. Hyogo Plant

Sekisui Seikei, Ltd. Hyogo-Takino Plant

Sekisui Seikei, Ltd. Izumo Plant

High Performance Plastics Company

Sekisui Chemical Co., Ltd. Amagasaki Plant

Sekisui Chemical Co., Ltd. Musashi Plant

Sekisui Chemical Co., Ltd. Shiga-Minakuchi Plant
[Sekisui Fuller Co., Ltd. Shiga Plant]

Sekisui Chemical Co., Ltd. Taga Plant

Sekisui Chemical Co., Ltd. Minase Site

Sekisui Techno Molding Co., Ltd. Head Office Plant

Sekisui Techno Molding Co., Ltd. Mie Plant

Sekisui Techno Molding Co., Ltd.
Aichi Plant Oigawa Manufacturing Section

Sekisui Film Co., Ltd. Sendai Plant

Sekisui Film Co., Ltd. Nagoya Plant

Sekisui Film Co., Ltd. Shinshu-Takato Plant
Sekisui Film Kyusyu Co., Ltd.

Sekisui Fuller Co., Ltd. Hamamatsu Plant
Sekisui Medical Co., Ltd. lwate Plant

Sekisui Techno Shoji Higashi Nihon Co., Ltd.
Sekisui TA Industries, LLC. Brea Plant
Sekisui TA Industries, LLC. Tennessee Plant
Sekisui S-Lec B.V.

Sekisui-Alveo B.V.

Sekisui Alveo Ltd.

Sekisui Specialty Chemicals Europe, S.L.
Sekisui S-Lec Mexico S.A. de C.V.

Sekisui S-Lec Thailand Co., Ltd.

Thai Sekisui Foam Co., Ltd.

Youngbo Chemical Co., Ltd. Daejeon Plant
Sekisui High Performance Packaging (Langfang) Co., Ltd.
Sekisui S-LEC (Suzhou) Co., Ltd.

[ ]: Organizations in parentheses are included in the scope of certification.
Some sites not shown above may include related sections.
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Number of Issues of Concern

Number of Persons with Qualifications @‘@ ‘
in Environmental Auditing for Fiscal 2009 (2 ’

U
(for Production sites and Laboratories, as of End of March 2010) (Issues) (Persons)
Number of | Correction | Undergoing TSSSE..ZZ" Aggregate
cases completed | correction st :f;iwoz"osos total
N f partici Number of internal
Issues of concern 78 56 2 in”g:]sieri)gmp;ﬁ';l'pams training course participants 79 684
Corporate Headquarters Issues to work on 129 76 53 Management Systems Number of external 15 214
environmental auditing® (EMS) internal auditor training course participants
(14 business sites) Proposals 4 2 2 development/
training courses Total 94 898
Total 21 134 77 n —
Number of participants in | Number of internal training 20 493
Nonconformity (major) 0 0 0 Occupational Health and | course participants
> . : Safety Management Number of external trainin
S | Renewal Nonconformity (minor) 13 8 5 Systems (OHSMS) internal | course participants 9 2 150
= i i ) auditor development/
& | (14business sites) Observations 93 58 35 raining courses Total 2 643
o
<
2 Total 106 66 40 Registered © | Lead Auditor 0 3
= . B examiner of the g
= Nonconformity (major) 0 0 0 Center of H X
25'1. formi . Environmental g Auditor 0 1
S | Surveillance Nonconformity (miner) 12 " ! Auditor Registration | S| proyisional
g | (31 business sites) Observations 136 80 56 (CEAR) “ | Auditor 0 9
<
Total 148 9 57 - Air Classes 1-4 8 42
Nonconformity (major) 1 1 0 Pollution control S—L Water Classes 1-4 5 90
Internal auditing of . . . =
business sites 9 Nonconformity (minor) 91 82 9 ml;%??qruoafli?iﬁgst?g:swnh manager % Noise/Vibration 1 49
(38 business sites; : 2
41 times of auditing) Observations 376 25 121 Dioxins 0 2
Total 468 338 130
Certified Environmental Measurer 1 1
* Category of instructions for Corporate Headquarters environmental auditing
Issues of concern: Matters recc ded for immediate imp Qualified Person for Heat/Electricity Energy 1 40
Issues to work on: Matters recommended for improvement within one year
Proposals: Matters to be considered for improvement, advice M. of Type 1 D { Plant 0 3
Eco Test 27 46

Environm

ce of Overseas Business Sites

Sekisui Chemical Group is currently moving ahead with globalization of its environmental management. To make continuous improvements in areas as-
sociated with overseas production, such as environmental impact, we began monitoring the status of environmental activities and performance data on
a regular basis from fiscal 2003. The scope of fiscal 2009 data covers the following*' 26 business sites.

Waste Treatment Method*' Amount of CO: Emissions*'*? Amount of Water Extracted for Use*'

|ncir1|§rn/antion Approximately 1,530,000 tons
Using fuels
Landfill 29%
B Total Total

Approximately Approximately
14,000 tons 139,000 tons

Using

i electricity
Re%:/:ng 1%

*1 Data collected from: Kydex, LLC., Allen Extruders, LLC., Eslon B.V., Sekisui Refresh Co., Ltd., Sekisui Industrial Piping Co., Ltd., Wuxi $SS-Diamond Plastics Co., Ltd., Sekisui (Qingdao) Plastic Co., Ltd., Sekisui Voltec, LLC. (Lawrence Plant*?, Coldwa-
ter Plant™?), Sekisui TA Industries, LLC. (Brea Plant, Tennessee Plant), Sekisui S-Lec America, LLC., XenoTech, LLC., Sekisui S-Lec B.V. (Resin Plant, Film Plant), Sekisui-Alveo B.V., Sekisui Alveo Ltd., Sekisui S-Lec Mexico S.A. de C.V., Sekisui S-Lec
Thailand Co., Ltd., Thai Sekisui Foam Co., Ltd., Sekisui Pilon Pty. Ltd.**, Youngbo Chemical Co., Ltd. Daejeon Plant, YoungBo HPP (Langfang) Co., Ltd., Sekisui High Performance Packaging (Langfang) Co., Ltd., Shanghai Sekisui-Holy Plastics Co.,
Ltd., Sekisui S-LEC (Suzhou) Co., Ltd., Sekisui Medical Technology (China) Ltd.

*2 C0: emissions were calculated using the emissions coefficients used in the Environmental Top Runner Plan SHINKA!

*3 Data was collected on CO2 emissions only.

*4 Calculation period: January 1 - December 31, 2009



CO: Emissions at Offices @IZED

Fiscal 2009 Green Purchases Performance

(1,000 tons-CO2)

2 Sekisui Chemical Group is committed to green purchasing of office
"""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""" supplies for all its departments and branches.
71 162 (Target) (10,000 yen)
R B - S N
Photocopying paper 9,381
0 Other office supplies 20,073
"""""""""""""""""""""""""""""""""""""""""""""""" Office automation equipment 18,049
Total 47,503
5
Green Purchase Guidelines
0 »
2007 2008 2009 03

1) OA paper (photocopier paper),
stationery, office supplies,
office automation equipment

Copier-paper Use at Offices @CIZED

Any of those listed under (1)-(4) below:

(1) Those satisfying Eco Mark certification standards

(2) Those in compliance with the Law Concerning the
Promotion of Procurement of Eco-Friendly Goods
and Services by the State and Other Entities

(3) Those covered in the Green Purchasing
(10,000 sheets) Network’s database
5,000 (4) Those covered in catalogs as environment-
friendly products
4,132 Any of those listed under (1)-(5) below:
4000 3999 L (1) Those satisfying Eco Mark certification standards
(Target) (2) Those in compliance with the Law Concerning the
3,306 2) Paper and paj er | roducts other than Promotion of Procurement of Eco-Friendly Goods

3000 . W] e OA paper and toilet paper (forms, andServices by the State and Other Entities
inkjet pnnterdpaper, color-printer (3) Those covered in the Green Purchasing
paper, coated paper, notebooks, .,
vouchers, business cards, paper Network’s datalbase ,

2000 used for publications such as (4) Those covered in catalogs as environment-
pamphlets and catalogs, etc.) friendly products

(5) Non-pulp paper or paper consisting of 70% or
1,000 more recycled paper, or paper with the highest
recycled content for the relevant type
0 3) Toilet paper 100% recycled toilet paper
»
2007 2008 2009 o013

Target: products and processes  Scope: all stages of a product lifecycle

tal Impact

Compliance Evaluation
eLaws and regulations
*Self regulations
*Requirements from industries

Laws and regulations
eForbidden substances
*Restricted substances

A 4

} Chemical Substance Assessment

Product Assessment System for Environmental Impact

Environment- Raw material

Construction and
procurement

Manufacture assembling

Transportation

friendly design

*Invested resources

*Raw materials, composition
and structure

«Information disclosure

*Environment-contributing
products standards

*LCCO; evaluation

*Environmental impact
Tranqurtation means,
packaging materials

*Green procurement
(suppliers, raw materials)

*Capital Envi tal impact
*Invested resources, energy Trarnsp%n?tlotn dmgans,
Used secondary resources -Icaf(;yn?atl'c EnD, elzlgn
*Environmental impact EE LTS
Atmosphere, water, wastes,
chemical substances, etc

*Used secondary resources

Environmental impact
Atmosphere, water, wastes,
chemical substances, etc.

*Invested resources and energy ¢ Invested resources and energy *Composition and structure

*Used secondary resources

*Environmental impact
Atmosphere, water, wastes,
chemical substances, etc.

Disposal

*Recyclability

Environmental effects
Transportation, disposal,
soil/groundwater
contamination

12



Atmospheric, Water, a

Soil Related Emissi

NOx Emission Volume @,@

SOx Emissions Volume @@

Soot and Dust Emission Volume @,@

(tons) (tons) (tons)
800 572 A0
16
500 13 483 489 gousmg
B Housing E T o
400 VS Company 6
12 Urban -
300 Urban 20 4 5 Infrastructure & 1
"""""""""""""""""" '|Enff';i5tflifmf‘€'|& T e | Environmental 2 10
nvironmental 6 Products
200 ] ,,470,, 11928175129 _Products 5 13 13 Company ‘B 1w
37. 15 9 7 Company 10 2 4 1 10 :
9 A 438N -- - Iy 5 13 4
100 . _ 7 —High Performance 3 3 270 high Performance 2+ - oy
174 156 176 Plastics Company 1 3 3jPIastics Company 5 ; p
0 0 g B K E 0 1% 01

COD Discharge Volume @Q

2003 2004 2005 2006 2007 2008 2009

Business Site Soil

2003 2004 2005 2006 2007 2008 2009

surveys EZED I

Class 1 designated harmful
chemical substances,

Class 2 designated harmful
chemical substances,
PCBs, dioxins

2003 2004 2005 2006 2007 2008 2009

Survey substance Excess of the standards

Yes (lead, arsenic, fluorine, mercury: substances other than lead pre-
sumed not to be a result of business activities)

Yes (dioxins: caused by leakage of exhaust cleaning wastewater from
waste incinerator previously located on the site)

Lead, dichloromethane, dioxins Yes (lead)

Yes (dioxins: caused by past open burning of wastes)

(tons)
80
70 Housing
65 617 1 % e 62 61J7 Company
2
60 7 8. 2 8 ;1 A Uban Sekisui Chemical
76— nfrastructure ¢ Co., Ltd.
Envil | Shiga kuchi Plant
40 Products
""""" o539 -~ Company----
49 Chiba Sekisui Indust:
= 46 a5 447High Performanc Co., Ltd Y
20 Plastics Compan i
18 __ Corporate .
o 7 9 N 10 9 10 Headquarters Okayama Sekisui
2003 2004 2005 2006 2007 2008 2009 Industry Co., Ltd.

Class 1 designated harmful
chemical substances,

Class 2 designated harmful
chemical substances,

Class 3 designated harmful
chemical substances, dioxins

ness activities)

Yes (lead, fluorine, boron, arsenic: presumed not to be a result of busi-

Yes (arsenic in groundwater; presumed to be naturally occurring since
the site has no history of arsenic use)

Preventing Pollution

Sekisui Chemical Group is working to meet the targets of legal and regu-
latory restrictions and to reduce discharge of pollutants through appro-
priate maintenance and control and periodic inspection of the wide
range of equipment it uses.

*Preventing Air Pollution

In fiscal 2007, the co-generation system of Sekisui Chemical’s Shiga Mi-
nakuchi Plant was renovated and its fuel source switched from heavy oil
A to city gas. As a result, the plant was able to achieve massive reduc-
tions in its discharge of NOx and soot. In the future, the plant will main-
tain current levels of performance .

Environmental Incidents and Complaints

Environmental Incidents and Complaints @.@

In fiscal 2009, there were no incidents with off-site consequences. We
received seven complaints regarding the environment, and are steadily
implementing preventive measures in response.

Environmental Complaints

. Details of complaints Countermeasures

*Preventing Water Pollution

Each Sekisui Chemical Group site conducts periodic emergency drills in
preparation for the possibility of leaks of wastewater off the site and is
implementing a system of thorough preventive and responsive measures
for any accidents. Each site also implements integrated wastewater con-
trols such as enhancing wastewater processing capacity and carrying out
measures to eliminate piping problems.

Disposal and Storage of Machines and
Equipment that Contain PCBs

Stored transformers and condensers that contain PCBs are being disposed
of steadily, beginning with sites for which acceptance at PCB treatment
facilities is available. In addition, at sites with machines and equipment
that contain PCBs in storage, such devices are managed strictly and thor-
oughly, through means including locked storage and periodic inspection.

Emergency Response

In order to prevent emergencies and to prevent the occurrence and spread of
environmental contamination in the event of an emergency, at least once every
year each of our business sites carries out emergency response drills, assuming
a variety of hypothetical cases relevant to the nature of each business site.

Emergency Response and Reporting Drills

Simulated emergency situation Drills performed

Complaint about noise 0iling the relevant equipment and carrying out thorough equipment maintenance Leakage and outflow of oils 61
generated by plant equipment Installation of noise-blocking walls to block the operating noise of air blowers Atmospheric discharge of solvents 5
=
s Fire alarm inspection and repairs Fire 70
© Complaint about early mornin *Submitting and explaining emergency contact information for weekends,
-omp s Y 9 holidays, and nighttime (when security personnel are not present) to the Earthquake 5
fire-alarm noise " .
local department of the prefectural police and nearby neighborhood
associations Emergency communication training 9
g_ Complaint about odor of raw *Reinspection and more thorough management of materials generating Comprehensive disaster preparedness drills 17
& | materials used at plant the odor
. i i installi Responding to other equipment-related emergencies 2
Complaint about scattered wastes 'Cha_nglng \a_you\ of the waste collection area and !nsla\llng P g quip! 9
anti-scattering sheets to prevent waste from blowing away
= - "
& | Instructions, etc., on an expired
& | license for waste processors by eImplementing improvements on the matters pointed out, such as more
periodic inspection of waste thorough document control, and submitting improvement notices
by the authorities
g Complaint about trees *Pruning the branches that caused the complaint
2 | on property line *Planning and impl ing periodic pruning



Summation Results Based on the PRTR Law @ZED 7"

(Calculations have been made for substances with handling volume of one ton or more at the individual business sites surveyed)

(tons)
=
number gases water-zones soil landfill system waste Disposal | waste Recycling
Acrylic acid 3 40.1 0 0 0 0 0 0 4.0
Acrylonitrile 7 158.7 0.93 0 0 0 0 0 0.0060 158
Bis (2-ethylhexyl) adipate 9 38 0 0 0 0 0 0 0.0038 0
Acetaldehyde " 191.7 0.14 0 0 0 0 0 0 192
Acetonitrile 12 385 2.96 0.52 0 0 0 0.35 34 0.66
2-Aminoethanol 16 3.6 0.71 0 0 0 0 0 0 29
Antimony and its compounds 25 35.9 0 0 0 0 0 0 36 0
Bisphenol A epoxy resin (liquid form) 30 2235 0 0 0 0 0 0 0.15 221
Ethylbenzene 40 1.4 1.4 0 0 0 0 0 0 0
Ethylene glycol 43 1.7 0 0 0 0 0 0 0 1.7
Ethylenediaminetetraacetic acid 47 16 0 0 0 0 0 0 0 1.6
e-Caprolactam 61 21.8 0 0.0070 0 0 0 0 0 22
Xylene 63 30.2 5.1 0 0 0 0 0 2.1 23
Vinyl chloride 71 107,059.0 35 0.1 0 0 0 0 0 107,055
Chloroform 95 1.1 0.068 0 0 0 0 0.83 0 0.23
Inorganic cyanide compounds 108 57.7 0 0 0 0 0 0 0 58
Cyclohexylamine 114 5.4 0.30 0 0 0 0 0 0 5.1
Dichloromethane 145 419.9 5.5 0 0 0 0 0 0.65 414
N.N-Dimenthylformamide 172 24 0.0090 0 0 0 0 0 0.80 1.6
Organic tin compounds 176 99.1 0 0.0002 0 0 0 0.058 0.57 0
Styrene 177 1,857.0 442 0 0 0 0 0 0.73 729
Decabromodiphenyl ether 197 29.7 0 0 0 0 0 0 3.6 0
Terephthalic acid 205 76.5 0 0 0 0 0 0 0 76.5
Toluene 227 1,370.7 584 0 0 0 0 0 58 690
Lead and its compounds 230 533.2 0.0004 0.0026 0 0 0.0010 0 2.7 0
Nickel compounds 232 1.5 0 0.0050 0 0 0 0 0.87 0.59
Phenol 266 29.0 32 0 0 0 0 0 0 26
Bis- (2-ethylhexyl) phthalate 272 267.1 0.96 0 0 0 0 0.30 2.4 0.0
Benzaldehyde 298 78 0 0 0 0 0 0 0 7.8
Polyoxyethylene alky ether 307 1.7 0 0 0 0 0 0 0 0.0
Formaldehyde 310 225 25 0 0 0 0 0 0 20.0
Manganese and its compounds 311 4.1 0 0 0 0 0 0 4.1 0.0
Methyl methacrylate 320 61.2 0.59 0 0 0 0 0 0.012 61
Methylacrylonitrile 321 117.7 0.85 0 0 0 0 0 0.0030 17
Total 112,776.8 657 0.65 0 0 0.0010 1.53 119 109,919
Trend of Emission and Transfer Volume Changes in Discharge of Volatile Organic Compounds
by Substance (PRTR Law) (VOCs) into the Atmosphere
(tons) (tons)
800 3000 2936
730 o
8 *2747 T — 2(5)1659j Diche\:)sromethane |
B0 12549 """"""""" LUt ) S 5]“’%“'9”9 """"""""" 5000 21;9 Housing Company
Syrene U 177 1,806
e e T —— oo 1 ] o
596 - 2,401 153 B Company (Ef;%?
7] 1,000 High
Towene T 1893 e __performance | [
NCILURE R D Bt S — 1575 133 1380 4,5, Emf;ny
Corporate
Headquarters
0 0 14 » 4 4 4 4 4 »
2007 2008 2009 2000 ¢ 2005 2006 2007 2008 2009 © o3
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S&Quality

ta

Business sites acquiring ISO 9000-series Certification @ZED

Housing Company

Sekisui Chemical Co., Ltd. Housing Company
(comprehensive certification)

Research & Development Department:
Product Development

Research & Development Department:
Housing Technology Institute

Housing Division
CS Promotion & Quality Assurance Department
Technology Department
Technology Department: Production & Purchasing
Sekisui Global Trading Co., Ltd.
Hokkaido Sekisui Heim Industry Co., Ltd.
Tohoku Sekisui Heim Industry Co., Ltd.
Kanto Sekisui Heim Industry Co., Ltd.
Tokyo Sekisui Heim Industry Co., Ltd.
Chubu Sekisui Heim Industry Co., Ltd.
Kinki Sekisui Heim Industry Co., Ltd.
Chushikoku Sekisui Heim Industry Co., Ltd.
Kyusyu Sekisui Heim Industry Co., Ltd.
Hoppou Jyubunka Institute Co., Ltd.

Sekisui Board Co., Ltd. Gunma Plant

Sekisui Board Co., Ltd. Minakuchi Plant

Corporate Headquarters

Sekisui Seikei, Ltd. Chiba Plant

Sekisui Seikei, Ltd. Kanto Plant

Sekisui Seikei, Ltd. Hyogo Plant
Sekisui Seikei, Ltd. Hyogo-Takino Plant
Sekisui Seikei, Ltd. Izumo Plant
Tokuyama Sekisui Industry Co., Ltd.
Sekisui Engineering Co., Ltd.

Sekisui Insurance Service Co., Ltd.

Urban Infrastructure &

Environmental Products Company

Sekisui Chemical Co., Ltd. Shiga-Ritto Plant
Sekisui Chemical Co., Ltd. Tokyo Plant
Sekisui Chemical Co., Ltd. Gunma Plant
Okayama Sekisui Industry Co., Ltd.
Sekisui Roof Systems Co., Ltd.
Shikoku Sekisui Industry Co., Ltd.
Kyusyu Sekisui Industry Co., Ltd.
Sekisui Aqua Systems Co., Ltd.
Mechanical Plant Division,
Shizuoka Plant
Chiba Sekisui Industry Co., Ltd.
Sekisui Hometechno Co., Ltd.
Sekisui Chemical Hokkaido Co., Ltd.
Toto Sekisui Co., Ltd. Headquarters, Ota Plant
Nippon No-Dig Technology Ltd.
Wuxi SSS-Diamond Plastics Co., Ltd.
Eslon B.V.
Sekisui NordiTube Technologies SE
KMG Pipe Technologies G.m.b.H.
KMG LinerTec G.m.b.H.
KMG Pipe Rehabilitation Emirates, LLC.
Sekisui Rib Loc Australia Pty. Ltd.
Sekisui Industrial Piping Co., Ltd.
Kydex, LLC.
Allen Extruders, LLC.
Sekisui (Qingdao) Plastic Co., Ltd.
Yongchang-Sekisui Composites Co., Ltd. (Xinjiang)

Manufacturing Development Innovation Indicators Performance

(improvements vs. fiscal 2005 performance) @ZZED

(100 million yen)

250
213
200 j Sfeylosast
— Environmental costs
180
124
100 oSt
87 — Production cost
50 U I B — Internal loss cost -~
— External loss cost
0
2006 2007 2008 2009

* Manufacturing Development Innovation Indicators:

External loss cost: ~ Costs of responding to product-related complaints and claims
Internal loss cost: ~ Costs associated with disposal of defective products generated during manufacturing processes
Production cost:  Costs necessary for manufacturing, such as raw-material and labor costs
(decreased through productivity improvements such as saving of energy and other resources in manufacturing processes)
Safety loss cost: Costs arising from equipment-related or labor accidents etc.
Environmental cost: Costs for disposal of wastes generated at business sites, and energy costs

High Performance Plastics Company

Sekisui Chemical Co., Ltd. Shiga-Minakuchi Plant
Sekisui Chemical Co., Ltd. Musashi Plant

Sekisui Chemical Co., Ltd. Amagasaki Plant
Sekisui Chemical Co., Ltd. Taga Plant

Sekisui Fuller Co., Ltd. Shiga Plant

Sekisui Fuller Co., Ltd. Hamamatsu Plant

Sekisui Fuller Co., Ltd. Osaka Office

Sekisui Fuller Co., Ltd. Tokyo Office

Sekisui Medical Co., Ltd. Tsukuba Plant

Sekisui Techno Molding Co., Ltd. Nara Plant
Sekisui Techno Molding Co., Ltd. Aichi Plant
Sekisui Techno Molding Co., Ltd. Mie Plant
Sekisui Film Co., Ltd. Nagoya Plant

Sekisui Film Co., Ltd. Sendai Plant

Sekisui Film Co., Ltd. Shinshu-Takato Plant
Sekisui Film Kyusyu Co., Ltd.

Sekisui Polymatech Co., Ltd.

Beijing Sekisui Trank Medical Technology Co., Ltd.
Sekisui S-Lec Mexico S.A. de C.V.

Sekisui S-Lec B.V.

Sekisui S-Lec Thailand Co., Ltd.

Sekisui S-Lec (Suzhou) Co., Ltd.

Sekisui S-Lec America, LLC.

Sekisui-Alveo A.G.

(Six sites: GmbH, AG., Sarl, s.p.a, S.A, [Benelux] BV)
Sekisui-Alveo Ltd.

Sekisui-Alveo B.V.

Thai Sekisui Foam Co., Ltd.

Sekisui Voltec LLC. Lawrence Plant

Youngbo Chemical Co., Ltd.

Shanghai Sekisui-Holy Plastics Co., Ltd.

Sekisui High Performance Packaging (Langfang) Co., Ltd.



Breakdown of Number of Employees (Sekisui Chemical Group)

Resources D

um

Breakdown of Number of Employees (Sekisui Chemical Co., Ltd.)

(Persons) (persons)
Number of employees 19,761 Number of employees 3,755
By region Male 3,418
Japan 15,464 Female 337
North America 1,068
Central and South Americas 69 ) i . i
Furope 48 Employees’ Years of Continuous Service (Sekisui Chemical Co., Ltd.) e
Asia/Pacific 557 Average years of continuous service 18.9
China 1,455 Male 19.2
Female 16.0

Number of New-Graduates Hired and Their Separation Rate
in the First Three Years of Employment (Sekisui Chemical)

|| Fiscal2007 | Fiscal2008 | Fiscal 2009

Number of new-graduates hired (persons)

Separation rate within the first 3 years (%) 16.4 6.1 0.0

* Separation rate within the first 3 years: Calculated as the total of separation rates for the first, second, and third years
for employees hired in the relevant fiscal year, in accordance with the Japanese Ministry of Health, Labour and Wel-
fare's calculation methods

Results of Intra-group Job Posting

) . . Cumulative

Recruitments (cases) 24 15 23 172
Employees recruited (persons) 70 29 43 378
Applicants (persons) 120 92 102 896
Employees transferred (persons) 30 " 10 193

Percentage of Women Among New-graduate Hires

2007 2008 2009
(2008 FY Enter) (2009 FY Enter) (2010 FY Enter)

Use of Main Systems Supporting the Cultivation of the Next
Generation of Employees (at Sekisui Chemical) @IZF®

FIERE

Leave which previously extended only

During
until the child was a year and a half old
Ichlldcare Childcare leave now extends to the end of the month of 28 30 (mc\udmg
eave the child's third birthday. 12 male)
Payment period which previously
Shortened work | extended until the child was three years 1 12 18
hours old now extends until the child enters
elementary school.
Granting of
After additional 180 additional points per year granted 31 31 38

returning | cafeteria-plan until the child enters elementary school

towork | points

Three days of paid leave per year
granted until the child completes

Main Recruitment and Elective-type Training Programs Conducted in Fiscal 2009

. Training Details

This program combines intensive courses led by visiting uni-

Number of
participants in
fiscal 2009

g The Saijuku versity prufessor_s wiFh practical themes so that participants

S | School can improve their skills and knowledge to become globally- 25
3 oriented leaders. This program is intended to develop the

ES next generation of leaders from among younger employees.

< "

F | Sending Under this program, employees take courses for training

= | Employees to busi fessi busi hool ide of th

3. | Buginess Schools | Pusiness prol essionals at business schools outside of the 24
2 | Outside the company. The aim is to work together wnh humar] resources

@ Company outside the company and to polish up business skills.

These intra-group seminars aim to improve employees' busi-
ness skills. Employees can select freely seminars on skills that 194

meet their needs, to acquire skills that can be applied im- | (gross total)
mediately to their daily work.

.| Open Seminars

Buutes)
EINSETE]

Career Plan Training by Age @IEED

9 . . Total Number

Continuing to

Themes by Age Groups | Self-establishment = Market Value work even after -

retirement
Recognition of
abilities and Affirmation of Aiming to keep
- interviews with specialization, working at age 65
Training Contents superiors on values, and the and thinking -

career-related meaning of work = about succession

matters
Number of Participants in
Fiscal 2009 (persons) 118 136 4 301
Total Number of
Participants as of Fiscal 1,547 1,249 666 3,462

2009 (persons)

Overview of 3-Year Cultivation Program for Young Employees @ZZED

Career planning and interviews with superiors on career-related matters,
both held at the end of each fiscal year (third year: interviews with HR
career advisors)

Learning business English, accounting, logical thinking, communication,
specialized technologies, etc.

Checking up on the basics of development of subordinates and career
interview methods

Annual career training

Business skills training

Training for superiors

Percentage of Disabled Persons Employed

Family leave elementary school (this leave can be 110 132 130
taken for reasons such as parents day,
athletic meets, and PTA meetings)
Total number of persons using these systems 180 205 228

2002 2003 2004 2005 2006 2007 2008 2009

Note: Figures are current as of June 1 of each year.
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Safety Data @IZED

Sekisui Chemical Group's Equipment Safety Design Standards System

A-Standard The standard that defines, among others, the
y most fundamental concepts and ways of doing
(Basic safe standard)

Start of implementation in fiscal
business activities applicable to all equipment 2005

B-Standard The standard that defines the aspects of

N common safety not affected by, among others,
(Common safe design standard) " the type of process or equipment concerned

Start of implementation in fiscal

The standard that defines the individual aspects Fiscal 2009:
C-Standard of safety derived from or related to, Checking conformity of existing
(Individual safe design standard) among others, the type of process or equipment and making
equipment concerned equipment improvements

Health, Safety and Accident-prevention Costs @,@

(Million yen)

Classification Details Expense amount | Investment amount

1) Costs within business areas t(vz?g:rjn:c;ijt’:){ cm[):;;&rr]essa,tir:;ci?](:uarggc;goettecclﬂve-equipmem measurement of work environment, health monitoring, 869 984
2) Administrative costs Establishment and implementation of OHSMS, safety education, personnel costs, etc 1,325 —
3) Other Safety awards, etc. 3 —
Total 2,197 984

* Includes 46 production sites/4 laboratories + all departments of Corporate Headquarters +back-offices of division companies.

Trend of Expenses and Investments @;@ Amount of Loss Costs* @%
Investment and expense amounts

(100 million yen) Rate (%) (million yen)

25 10

Expense amount

Proportion of
health, safety 6

prevention related
investments to
the total

i 4
9 dinvestments. .7
92 9.8 amount
7.6
—— Investment 100
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, amount 2
0 0 0
2004 2005 2006 2007 2008 2009 2005 2006 2007 2008 2009
* Loss costs: Expenses, including man-hours, required to respond to occupational accidents, equipment accidents,
commuting accidents and long-term illness absence.
Number of Equipment-related Accidents* Number of Extended Sick Leaves* Number of Commuting Accidents*
(Calendar Year) T2 (Calendar Year) (Y (Calendar Year) (7Y
U u u
(Cases) (Cases) (Cases)
3 50 T 100 T
92
45 23 87
0 RN TN T . N W
2 35
0. e0 60
20 40
A 1 T T T TS
LU DU U U DN SRR 20 B
0 0 0 0 0 0 0
2005 2006 2007 2008 2009 2005 2006 2007 2008 2009 2005 2006 2007 2008 2009
* Definition of equipment-related accident: * Extended sick leaves: * Number of Cases:
(1) Personnel-related damage: business interruption with 30 lost This refers to a new absence of 30 calendar days or longer due to Total number of cases with damages incurred and inflicted
working days or more illness or injury. (Including self-injury and property damage)
(2) Property damage: 10 million yen or more Reoccurrences within six months of returning to work are not included
(3) Loss of opportunity: Any accident with a loss of 20 million yen in the above count. Absences due to occupational injury are not
or more that meets one or more of the above conditions considered extended sick leave.

(Sekisui Chemical Group standards)



Frequency Rate*' (Calendar Year) @@

Average of domestic
manufacturing
industry**

Sekisui Chemical
Group™?

Severity Rate*' (Calendar Year) w

Average of domestic
manufacturing
industry**

Sekisui Chemical

0.021 . Group**
0
2005 2006 2007 2008 2009 2005 2006 2007 2008 2009
*1 Frequency rate = (number of casualties per total working hours due to a disaster/total work hours) x 1,000,000
*2 Severity rate = (days of labor lost/total work hours) x 1,000
*3 Sekisui Chemical Group data: 42 production sites and 4 R&D laboratories
*4 Source of information for Japanese manufacturing industry: Ministry of Health, Labour and Welfare
“Survey on Industrial Accidents”
Trends in Safety Performance at the Housing Company Trends in Safety Performance at the Urban Infrastructure & Environmental
Construction Sites (Calendar Year) (Y Products Company Construction Sites (Calendar Year) (EEY
U U
(Accidents) (Accidents)
0 30 e 30
27 Number of accidents
for which work did
23 not have to be shut
down in the New
% 21 Construction sector 2%
"""""""""""""""""""""""""" 19 ] Number of acaidents
22 for vﬁmch w%rk dh\’d
16 not have to be shut
0 45 13 9 down in the Farmi S
14 sector
13 1
8 15 Number of accidents 1
10 iorgvr;\ﬁ‘l}[méork had 10
""""""""""""""""" . [~ B O to be _down'in" - s {5
12 8 - the New Construction 8
sector
12 - 3 8 6 6 ‘15 ——— Work not shut down
10 Number of accidents 3 3
7 8 8 8 for which work had
5 5 J—to be shut down in 5 5 —— Work shut down
0 3 2 the Fami S sector 0 3 3 3
2005 2006 2007 2008 2009 2005 2006 2007 2008 2009

Status of Work-related Accidents at Overseas Prodution Sites

(Calendar Year) @@

(Cases)

46

Europe U.S.A./Mexico Asia/Australia China

Note: The number of accidents represents the total for the following three companies: Sekisui Hometechno Co., Ltd.,
Nippon No-Dig Technology Co., Ltd., and Sekisui Aqua Systems Co., Ltd.

Social Contribution Activities @€

Breakdown of Charitable Contributions

Others 3%
International exchange B

and cooperation
7%

Local communities ——
and social welfare

14% P
Contributions: Academi
o cademia,
Disaster relief — 107 million yen research,
% and education
56%

Environment
14%
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Sekisui Chemical Group CSR Policy

Sekisui Chemical Group “Environmental Management Policy”

Mission

We, the Sekisui Chemical Group, aim to be a Global Environmental Top Runner that contributes to the realization of a sustainable society by enabling the continuous
growth and co-existence of ecology and the economy.

Basic Policy

Each company in the Sekisui Chemical Group advances approaches that contribute to the prevention of global warming, the preservation of biological diversity and the
construction of a recycling-based society in all countries and regions where they have operations, in order to leave this beautiful earth for our children in the future.

1. We contribute to the environment through our products and services, with consideration given to the environment in all stages of the product life cycle from research
to procurement, production, sales, use, and disposal as waste.

2. We carry out environmentally conscious business activities in all our workplaces and offices, and promote our approach to the environment through cooperation with
our customers and business partners.

3. We make efforts to reduce the environmental impact of greenhouse gas emissions and hazardous chemicals, etc., and to prevent pollution by promoting the effective

use of limited resources and energy.

. We observe the related laws, regulations, international rules, etc.

. We make efforts to improve environmental consciousness through education, and advance continual improvements by setting our own objectives and targets.

. We enhance confidence through close communications with society.

. We aggressively work on social contribution activities such as nature conservation activities in each region.

~N o Ul

Sekisui Chemical Group “CS & Quality Management Policy”

Mission

We, the Sekisui Chemical Group, consider "CS & Quality” as our central concept of management and will consistently innovate to maintain the quality of products
throughout all our activities, continuously provide values (products and services) that meet customer expectations, strive for selection by our customers on an ongoing
basis, and develop and grow with the customer over the long time.

Basic Policy

"o

We, the Sekisui Chemical Group, consider “Customer’s Feedback” as precious resources for management and strive to innovate about “Quality of Products,” “Quality of
People” and “Quality of Systems” based on the motto “We consider customer’s feedback as the beginning of our manufacturing.” Furthermore, we contribute to the
realization of a safe and affluent society by continuously providing our customers and their communities with new value.

1. Ensuring Basic Qualities
To ensure the reliability and safety of our manufactured products, which form the basis of “Product Quality,” we effectively leverage customer’s feedback and dedicate
ourselves with a strong belief in forestalling any potential trouble and preventing any future recurrence throughout our entire value chain.

2. Creating Attractive Qualities
We aim to share the emotional values of our customers by thoroughly pursuing “what the customers value” and constantly creating attractive products and services
that should realize such customer values.

3. Upgrading Technological Capabilities
For the sake of ensuring Basic Qualities and for creating Attractive Qualities, we are upgrading our technological capabilities in all fields in order to achieve superb
manufacturing development.

4. Enhancing Communications
We value communication with our customers and the community and make sincere efforts when dealing with them as well as complying with the relevant laws and
regulations in each country and region. We place special emphasis on resolving customer complaints or claims at an early stage by responding promptly and
empathetically.

5. Providing Thorough Employee Education
To gain and maintain the full trust and impression of our customers, we provide employees with continuous CS & Quality education as well as motivating our
employees to achieve self-realization through customer satisfaction.




Sekisui Chemical Group “Human Resources and Human Rights Policy”

Mission

Based on our belief that “"employees are precious assets bestowed on us by society,” we, the Sekisui Chemical Group, are committed to developing an environment where
employees can work enthusiastically. We also offer various opportunities through which we help individual employees enhance their “specialties” and grow personally.

With the recognition that it is our social responsibility to protect individual human rights, we respect the diversity, personality and individuality of each person, and
promote various working styles as well as creating safe and secure work environments in response to conditions in each country and region.

Basic Policy on Human Resources Basic Policy on Human Rights

1. Creating opportunities to take on challenges 1. Respect for human rights and the prohibition of discrimination

We encourage employees to “positively set their own goals and aggressively
to take on challenges.”

. Culture where employees learn and grow on their own

Being aware of our position as a global corporate citizen, we respect
individual human rights and never become involved in any conduct that
might lead to discrimination.

1) We never discriminate on the grounds of race, color, gender, language,
religion, nationality or social origin, property, or other status or any similar
irrational basis.

2) We do not commit human rights abuses such as resorting to violence, profane
outbursts, slander, defamation, intimidation, bullying or similar conduct.

2. Prohibition of harassment

We never commit sexual harassment or other actions that stain personal character.

1) We do not commit sexual harassment or any conduct that might be
misunderstood as sexual harassment.

2) We do not misuse the power of a superior position nor use any language
or conduct that could sexually annoy any person. In addition, we prevent
other employees from using such offensive language or conduct.

. Prohibition of forced labor and child labor

We shall never accept forced labor or child labor in any country or region.

1) We comply with the laws for the minimum working age and other relevant
regulations in each country and region and do not use child labor.

2) We do not carry out any form of forced labor in any of our corporate activities.

4. Respect for basic labor rights

We respect basic labor rights, including the right of workers to organize and

to bargain, in accordance with the laws and customs of each country or

region, and do not infringe on these rights.

We strive to enrich our education/training programs and develop a culture
where employees learn and grow on their own.

3. Enhancement of the performance-based remuneration system
We emphasize our employees’ personal commitment and strive to constantly
improve the fairness and acceptance of our assessment system regarding
performance and processes.

4. Acceptance of various working styles
We respect various values; develop workplaces where every employee can
work with enthusiasm; and help employees achieve a balance between life
and work.

5. Creating safe and secure work environments
We promote employees health enhancement and mental health care. 3

Sekisui Chemical Group “Safety Policy”

Mission

We, the 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 work environments and has the full trust of its customers and the community as well as its employees.

Basic Policy

Based on the concept of human dignity that “everyone is invaluable,” we “prioritize safety over anything else” as a basic rule in all of our business activities from
development, production, construction to servicing. We are committed to promoting comprehensive safety activities with the aim of achieving zero industrial accidents, facility
accidents, commuting accidents or long-term sick leave.

1. We strive to develop a safe and comfortable workplace where everyone is taken care of both mentally and physically, which should lead to good health for each of our
employees whom we highly value.

2. We thoroughly disseminate the legal requirements concerning health and safety/disaster prevention to our employees to ensure compliance.

3. We carry out risk assessment and promote risk reduction measures in a systematic way to eliminate hazardous factors that compromise health and safety/disaster
prevention.

4. We strive to raise awareness regarding health and safety/disaster prevention through employee education/training and promote continuous improvements by setting
voluntary objectives/goals.

5. We proactively disclose any necessary information as well as gain a higher level of trust by having close communication with public administrations and local communities.

Sekisui Chemical Group “Social Contribution Policy”

As a good corporate citizen, we, the Sekisui Chemical Group, engage in activities that focus on the “Environment,” the “Next Generation,” and “Local Communities,” and
contribute not only to business activities but also to society.

All employees working for the Sekisui Chemical Group are proactively involved in the society and act so that they can serve as prominent human resources in society
as well. In addition, their activities are supported by each company of the Group in order to generate synergistic effects.

March 2009
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CSR Committee/Subcommittee Structure

Board of Directors

Report / Discussion

and a representative of employees of
affiliate-company)

Subcommittee

CSR Committee tttttted Chairperson: President
. Members: Division Company Presidents,
* Corporate Headquarters Directors, and
Environmental : Employee Representatives
Subcommittee . (three Employee Representatives: the
* chairperson of the Labor Union, a
€5 & Quality Representative of Female Employees,

Human Resources
Subcommittee

Compliance
Subcommittee

Environmental Management Promotion System

—  CSR Committee

Environmental Subcommittee
Subcommittee Chairperson: General Manager, CSR Department
Subcommittee members: directors in charge of environmental matters at each
division company; general managers of environmental sections; General Manager,
Productivity Innovation Center

Division companies
Environmental sections at each division company

Production sites Environmental sections

Sales c I Envir | sections

P
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Corporate Headquarters

Environmental Management Group, CSR Department

CS & Quality Management Promotion System

—  CSR Committee

CS & Quality Subcommittee
Subcommittee Chairperson: General Manager, CSR Department
Subcommittee Members: Directors from each division company in charge of
CS & Quality; Senior Managers in charge of CS & Quality; General Manager, R&D Center

Division companies
CS & Quality sections at each division company

Production sites Quality sections

Technology Department
Customer Information &

Consulting Services

Sales companies

Customer Information &
Consulting Services

After-sales service sections
Corporate Headquarters
L CS & Quality Group, CSR Department

Customer Information &
Consulting Services

HR Promotion System

—  CSR Committee

HR Subcommittee
Subcommittee Chairperson: General Manager,
CSR Department
Subcommittee Members: Directors from each
division company in charge of HR; General
Manager, Productivity Innovation Center

Division Company/Corporate

HR sections at each division company

Each
— labor-management

HR sections at production sites, 2
committee

laboratories, sales facilities,
affiliates, etc.

Compliance Management Promotion System

f—  CSR Committee

Discussion of Sekisui Chemical Group's basic
policies on compliance and formulation of
measures to be implemented in areas such as
education and training

Development of countermeasures
for individual compliance issues,
consideration of measures to
prevent their reoccurrence, etc.

Compliance Subcommittee
Subcommittee Chairperson: . A
General Manager, CSR Department Reporting gqmpllanced
Subcommittee members: Directors from each % Advisory Boart
division company in charge of compliance; (to address problems that
headquarters directors; General Manager, have actually occurred)
Corporate Audit Department

Promotion of policies

and measures discussed i

in the Subcommittee and ~ Reporting
other matters

Reporting Instruction
and communication

Corporate Headquarters/

Division companies
Promotion and
development of

Compliance measures Compliance

Pr i P i

Committee & Manager
Reporting
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4-4 Nishitenma 2-chome, Kita-ku, Osaka 530-8565, Japan
URL http://wwwv.sekisui.co.jp
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