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Our Philosophy for CSR

We aim to contribute to sustainable society through its business with our Mission
Statement “Create social value while fulfilling stakeholders’ expectations”.

Our desire is to make contributions toward building a better society with recogni-
tion, at all times, of what society demands over the short and long terms.

As globalization of our businesses advances and the stakeholders grow more
diverse, we have prepared this CSR Report to communicate to all stakeholders
around the world our lasting philosophy and efforts.

Evaluations

CSR in General Environment
 Earned RobecoSAM Bronze Class sustainability rating » Ranked 25th in Nikkei Environmental
e Earned selection to Dow Jones Sustainability Indexes Management Ranking
(DJsh CS and Quality

e Earned selection to FTSE4Good Index

» Ranked 28th in Nikkei lity M t
» Earned selection to Ethibel PIONEER and Ethibel EXCEL- ane in Nikkei Quality Managemen

e Ranking
LENCE indices
* Earned selection to the Morningstar Socially Responsible Human Resources
Investment Index * Ranked 49th in Nikkei Ranking of Best
e Ranked 103rd in Nikkei NICES ranking system Companies to Work For

* Ranked 77th in Toyo Keizai CSR Ranking
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Company Profile (As of March 31, 2013)

Established: March 3, 1947 Domestic Subsidiaries: 119 Net Sales: 1,032.4 billion yen
Capital: 100.002 billion yen Overseas Subsidiaries: 91 Operating Income: 59.6 billion yen
Employees: 22,202 Affiliated Companies: 19 Net Income: 30.1 billion yen

Shiga Prefecture’s Lake Biwa, which has the largest surface
area and water reserves of any lake in Japan, serves as a
“water jug” for the Kyoto, Osaka, and Kobe areas. It also
boasts a diverse ecosystem, serving as a habitat for more
than 1,000 species of plants and animals.

The vicinity of Lake Biwa is home to three Sekisui
Chemical plants as well as numerous affiliates and model
home centers.

Sekisui Chemical Co., Ltd.
Shiga-Ritto Plant
Shiga-Minakuchi Plant
Taga Plant

Sekisui Heim Kinki Co., Ltd.
Sekisui Fami S Kinki Co., Ltd.
Sekisui Board Co., Ltd.

Sekisui Kanzai Technics Co., Ltd.
Ritto Sekisui Industry Co., Ltd.
Sekisui Minakuchi Kako Co., Ltd.
_§gki§ui Taga Kako Co., Ltd.

e e
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About Our Report

° The pages of this Report are structured in line with
Sekisui Chemical Group’s concept 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.

* This Report employs separate chapters reporting in
greater detail on matters such as the relationship between
business activities and CSR and the specific initiatives of
each of the three division companies, whose business
characteristics differ from each other.

* We have decided on the information that should be

covered in this Report through consideration of its im-

portance both to society and to Sekisui Chemical Group,

based on inputs including surveys conducted within and
outside the Group and independent review.

A separate Data Book has been established to ensure that

the report is both comprehensive and easy to read.

* Continuing efforts for which there was not enough room
in the Report are covered on the Sekisui Chemical Group
website.

* Information about Sekisui Chemical Group’s business is
disclosed publicly through this report and the Annual
Report, which reports financial information concerning
the Group.

* To ensure the reliability of this report, its environmental
and social reporting have been subjected to independent
practitioner’s review.

Guidelines Complied with or Referred to

* This report complies with the Global Reporting Initiative’s
(GRI) Sustainability Reporting Guidelines ver.3.1 (G3.1),
at the B+ application level as defined in those guidelines.
A GRI Guidelines comparison table is available on the
Sekisui Chemical Group website.

* In preparing this report, we also have referred to the
Ministry of the Environment’s Environmental Reporting
Guidelines (2012 Edition).

Scope of This Report

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

Timeframe Encompassed by this Report: April 2012-March
2013 (including examples of activities through May 2013).

Scope of Independent Practitioner’s Review

The environmental and social information in this report has
been subjected to an independent practitioner’s review for
the appropriateness of calculation methods and the accu-
racy of the results of calculation. The “Verified” logo is used
to indicate that each item of such subject information has
been reviewed.

Disclaimer

Readers are requested to note the following: The information in this
report includes not only past and present facts concerning Sekisui
Chemical Co., Ltd, and its affiliates but also future forecasts based on
current plans and projections and management plans and management
policies as of the time of publication. Changes in various factors could
cause the results of business activities in the future and other circum-
stances to differ from these forecasts. Also, since the figures in the tables
and graphs contained in this report have been adjusted through rounding
off and other means, in some cases total figures may not be equal to the
sums of their parts. In addition, for some items data for past fiscal years
has been revised in connection with expansions in scope, revision of
calculation methods, and changes to environmental load coefficients.
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Message | To be a Company Sustainable for the Next 100 Years

s by Creating Businesses for the Next Generation

and Contributing to Society ~

3 Corporate Social Responsibility Report 2013

¥

N

Steady Growth Amid Severe Changes
in the Business Environment

Fiscal 2013 is the final year of the five-year midterm
management plan GS21-SHINKA!, which started the

same time | took office as President. Looking back on

the four years through fiscal 2012, they were a time of
severe fluctuations in the business environment, from the
slowdown that followed the collapse of Lehman Brothers
through the sluggish economy in Europe, the rising value of
the yen on international currency markets, the Great East
Japan Earthquake, and new risks in China.

However, Sekisui Chemical Group has continued to
steadily increase its operating income through reforming its
business models in pursuit of sustainable growth.

In the housing business, we introduced the Shin Smart
Heim Homes that realize both ecological and economic
performance through use of solar power, HEMS, and storage
cells, and we have strived to promote the use of homes that
realize environmental performance, economic performance,
and comfort, as our sales of homes equipped with solar
power systems reached a cumulative total of 120,000 homes
since their introduction in 1997. In the infrastructure business,
we demonstrated our presence domestically, for example
with the SPR pipeline rehabilitation method winning the
Okochi Memorial Prize. It can greatly reduce waste when
treating aged sewer pipe compared to traditional excavation
construction method. Furthermore, we have secured the top
share in the important resin pipes market with the acquisition
of the pipe materials business of Mitsubishi Plastics, Inc.
Also, we set a new record high in profits overseas for the
third consecutive year since adopting the division companies
system in 2000, thanks to the results of progress in market
development in strategic businesses such as the IT field,
including products for use in mobile devices.

As the recovery from the Great East Japan Earthquake
finally is approaching the stage of revival, we will continue
demonstrating the combined strengths of the Group to help
build safe and secure homes and cities and, furthermore, to
build a sustainable society, not just in Japan but globally.

Reviewing Fiscal 2012

Sekisui Chemical Group’s CSR management efforts are
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.

Once again in fiscal 2012, a major result was the
expansion and growth of Environment-Contributing
Products. We define Environment-Contributing Products as
those that can contribute to reducing society’s environmental



load instead of just incorporating the perspectives of
consideration for the environment. Our target for fiscal
2013 is to increase sales of Environment-Contributing
Products to a share of 40% of net sales, and in fiscal 2012
we grew this share to the 38% level. We also reduced
carbon-dioxide emissions from production activities in
Japan by 9% from the previous fiscal year, as environmental
investment in production equipment gradually has begun
to demonstrate results. These emissions reductions and the
reductions in carbon-dioxide emission from increased sales
of Environment-Contributing Products have demonstrated
steady progress toward the target of carbon-negative status
called for in our vision for 2030.

At the same time, in the area of compliance the year
also saw some problems arise such as mistaken entry of
certification numbers related to homes built using parts
from certified manufacturers, such as certified residential
components. This resulted in considerable inconvenience
and concern for related parties including those living in the
affected homes. Responding to this matter with the utmost
seriousness, we will strive to prevent its reoccurrence through
raising awareness and strengthening management systems.

Further Groupwide Enhancement and
Thorough Implementation of CSR Management

Under the CSR Midterm Plan, we have deployed CSR
management on a Groupwide basis, focusing our efforts
on strengthening CSR management and achieving its
permeation throughout the organization and on global
deployment. In fiscal 2012, as an addition to the existing
system, we established a Risk Management Group inside
the CSR Department, with the goal of strengthening

risk management and crisis management. We worked to
complete disaster-prevention structures at individual sites
together with risk analysis and drafting of solutions in each
organization. We now address CSR through deployment of
the business policy of having each division company and
department establish and address its own CSR topics and
priorities, all based on discussion and consideration in the
CSR Committee and individual subcommittees.

However, amid progressive diversification and
globalization of our businesses accompanying growth, we
still cannot be said to have achieved firm permeation of CSR
management in areas such as sharing of the Group’s thinking
and values and coordinated efforts to address common
topics in individual areas overseas.

In fiscal 2013, the final fiscal year of the midterm
management plan, we will work to further deploy and
achieve thorough permeation of CSR management
throughout Sekisui Chemical Group as a whole, reflecting
matters such as the business characteristics of each division
company and the characteristics of each area overseas.

In addition, we will continue supporting the United
Nations Global Compact as a platform for deploying CSR
management on a global basis.

To be a Company Sustainable for the Next
100 Years by Creating Businesses for the Next
Generation

In fiscal 2013, I would like us to steadily capture growing
demand as interest increases in full implementation

of earthquake-recovery activities and in addressing
deteriorating infrastructure in Japan, and orders for homes
increase in advance of the increase in consumption tax
planned for 2014, among other developments. At the same
time in overseas, | believe that we can expect to be able

to capture demand in the promising markets of auto parts,
functional resins, and housing since we have established an
overseas production structure for growing markets, together
with favorable developments in exports in the IT field,
which had been impacted by the high value of the yen on
international currency markets.

In the segments of the environment, energy, and
building stock, which are expected to experience future
growth, | believe that since Japan is one of the first countries
in the world to face these issues, if we can develop a
Japanese model for addressing them, then we will be able
to develop next-generation businesses that can contribute
to the world. For this reason, we in Sekisui Chemical Group
need to continue to execute SHINKA (“evolution”) ourselves,
by reforming our business model through being sensitive to
changes in the external environment. As the globalization
of business accelerates and the human resources who
can thrive in such business grow more diverse, we will
continue in the future aiming to be a sustainable company
that can continue to demonstrate its presence for 100
years, as we work to increase our corporate value and
evolve CSR management Groupwide through achieving
an environment in which individual employees can grow
through improving their own skills and taking the initiative
to take on challenges; growing our businesses with a
focus on the environment and contributing to society
by expanding and creating Environment-Contributing
Products; and supplying truly satisfying products and
services that reflect customer feedback, through improving
their basic and attractive qualities.

/t/w,é...a Nepish.

Naofumi Negishi
President
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The Division Company System and Business Areas

Sekisui Chemical Co., Ltd.

TS

Company President

Housing Company

Housing

o Steel Frame Modular Housing:
Sekisui Heim Series
ned Modular Housing: Two-U Series

Renovation

o Timber

* Home maintenance,

xtension and remodeling

Real Estate

 Brokerage services of quality homes
* Apartment rental management

Sekisui Chemical Group Worldwide

Company President

Urban Infrastructure &
Environmental Products Company

Piping Materials

¢ Water and sewer pipes, gas pipes and
cable conduits

* Pipeline rehabilitation
Construction

¢ Building materials and equipment (rain
gutters, decking materials, insulation materials)
* Modular baths

Functional Materials

o Interior sheets for aircraft cabins
e Interior and exterior sheets for motor-vehicle
o Synthetic wood

Sekisui Chemical Group

Company President

High Performance
Plastics Company

Information Technology

* LCD and display materials
* Optical and semiconductor materials

Automotive
* Interlayer film for laminated glass
* Molded automotive components
* Expanded polypropylene interior materials
Medical
* Diagnostic reagents
* Medical devices
Functional Materials
o Packing tape
e Packing and agricultural films
® Molded products for industrial use

Note: Figures current as of March 31, 2013 (consolidated basis)

©
. an . Europe O
Companies ...................... 33
l Employees 1,462
B -
(Asia/Oceania
| (including China)
Companies -~ 33

Employees--2,374

Net Sales by Region
other 1.0%

Asia 8.5%

Europe 6.1

U.S. 7.40/0
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. Japan
ON(O Companies ...................... 84
Employees--16,813
Employees by Region

Asia/Oceania 1 0.7%

Europe 6.62%

Americas
(North, Central, South)

7.0%
Total 22,202

>

Americas
(North, Central, South)
Companies.- 18
Employees -1,553 3 .

© ¢ o
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Key

® Housing Company

® Urban Infrastructure &
Environmental Products Company

© High Performance Plastics Company

® Headquarters

Percentage of Net Sales
from Overseas 23.0°
3 o

9.5%

2004 2012 (FY)
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Sekisui Chemical Group’s Company Creed and Company Principle

The “3S Principle”

Sekisui Chemical Group does business in line with the “3S
Principle” describing its fundamental principles of service
to society; originality, ingenuity, and the pioneer spirit; and
quality improvements.

Service

We enhance the well-being of the world
community through our global business
network

Speed
We surge ever forward into new fields of development
with the power and vitality of a mighty waterfall

Superiority
We obtain the trust of our customers through superior
operational performance and the highest quality standard

The Company Badge:

Our company badge comprises the three S's of the company’s
original name, adopted at the time of its foundation, “SEKISUI
SANGYO” enclosed in a hexagonal shape resembling a tortoise
shell (the chemical symbol for benzene), symbolizing the
Chinese character meaning “water.”

Group Vision

Mission Statement

“Create social value while fulfilling stakeholders’ expectations”
Sekisui Chemical Group will provide new value to society
through a variety of aspects of our business activities, seeing
as our key stakeholders our “Customers,” “Shareholders,”
“Employees,” “Business Partners,” and “Local Communities
and the Environment.”

® Satisfy customer needs to the fullest extent
® Provide the best possible services to customers

® Deepen relationships with
business partners and
associated companies

® Promote coexistence and
co-prosperity through fair
transactions

@ Strive for the sustained
growth of corporate value

@ Ensure the clear and
timely disclosure of
information

SEKISUI

® Establish a culture that encourages
employees to set their own goals and
take on new challenges

® Assure the validity of performance-
based evaluation

® Contribute to society and the
environment with our products

@ Build harmony with local
communities as a good
corporate citizen

In 2009, Sekisui Chemical Group formulated its group
vision, identifying the ideal form the group would aim
to achieve over the medium to long term. To realize
this group vision, it develops management strategies
centered on midterm management plans.

Midterm Management Plan GS21-SHINKA!

In fiscal 2009, Sekisui Chemical Group formulated the
midterm management plan GS21-SHINKA! covering the
period through the 2013 fiscal year. Under this plan, with
the goal of being a prominent, highly profitable leading
company, we are implementing our Frontier SHINKA efforts
through global deployment, deployment across the value
chain, and developing new growth segments, along with
innovations in production (Manufacturing SHINKA) and
human resources (HR SHINKA). Our business strategies
call for establishing what we call the Frontier 7 — seven
high-growth fields including the IT, automotive, medical
fields, the pipe rehabilitation and residential environment
businesses — and focusing our efforts on these as leading
businesses of the future.

Through prominence in technology and quality, Sekisui
Chemical Group will contribute to improving the lives of
the people of the world and the earth’s environment, by
continuing to open up new frontiers in residential and
social infrastructure creation and chemical solutions.

A prominent,

Realization of the

Gl Vi highly profitable

leading company

eneration Chemical Solutions

businesses

Frontier 7

Urban
Infrastructure

Products
Company

Core businesses

Frontier HR Manufacturing
SHINKA SHINKA S

Corporate Social Responsibility Report 2013 6



/ Increasing Corporate Value and Promoting

CSR Management Groupwide )

Corporate Governance

To maximize corporate value, Sekisui Chemical Group

has built its management structure based on a system of
three division companies. Believing that increasing the
transparency and fairness of management and pursuing swift
decision-making are important to continually increasing
corporate value amid a changing business environment,

it implements a variety of efforts related to corporate
governance.

Strengthening the Business Execution Function

Together with assigning to each division company operating
officers specializing in business execution, 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 improvements in
corporate value as an organization responsible for decision
on basic policies of Sekisui Chemical Group’s management
as well as high-level management decision-making and
supervision of business execution.

Corporate Governance System

Compliance Surpassing the Requirements of
Japanese Law

* Appointment of external directors

e Operating officer system (term: one year)

e Early issue of notices of general meetings of shareholders

* Exercise of voting rights electronically in general meetings
of shareholders

e Formulation of rules on corporate information disclosure

Respect for International Norms

Sekisui Chemical Group respects international norms and
standards regarding CSR. It announced its support for the
United Nations Global Compact* in
March 2009. Since then, it has been
advancing CSR efforts on a global basis.
We also refer to 1SO 26000,
an international social-responsibility
guideline issued in November 2010, in
enhancing internal efforts and in the
editing of this CSR Report.

WE SUPPORT

* United Nations Global Compact
A voluntary program in which top management of firms around the world
pledge to comply with 10 principles on subjects such as human rights, labor
standards, the environment, and anti-corruption efforts within the scopes of
influence of their firms and participate in building a global framework for
realizing sustainable growth.

Corporate Auditors (including External Corporate Auditors)

4 .
Board of Directors

External Directors

Operating Officers

President and CEO

E Operating Officer Operating Officer
Operating Officer Operating Officer

. .

L] L]

L

Operating Officer Operating Officer
Operating Officer Operating Officer

Urban Infrastructure &
Environmental
Products Company

Housing Company

Note: See the Corporate Governance Report for details.
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@ R&D, Intellectual Property, Procurement

We strive to increase the value of our products and services through addressing from a CSR perspective
the various aspects of activities such as R&D, which is a foundation for revenues and growth, intellectual
property, which is one of the outcomes of R&D, and procurement of the raw materials, parts, and other
materials needed in manufacturing development.

R&D

Each division company, Headquarters, and each key affiliate has an R&D section that
handles a broad range of R&D such as basic research through product development and
production technologies, working to increase the speed of technological development in
growth areas and create outstanding technologies.

The Invention Grand Prize has been established as one part of efforts to ensure
outstanding researchers and engineers receive the evaluations and treatment they
deserve. The Invention Grand Prize establishes monetary rewards for inventors of
inventions assessed and recognized to be especially unique in the market and to make
major contributions to profits.

Intellectual Property

Under the basic policy of securing business competitive strength through
obtaining strong patents, we are striving to improve quality and raise awareness
in development through efforts including introduction of a system of “P Badges”
awarded to employees who have obtained a certain number of patents and
providing training on intellectual property.

Procurement

Sekisui Chemical Group procures materials based on the five fundamental concepts of
openness; fairness and equity; legal compliance; mutual trust; and consideration for the
environment. In addition to quality and delivery times, suppliers are requested to give
consideration to the environment, comply with laws, regulations, and societal norms, and
ensure health and safety in their own companies. From 2007 onwards, we are conducting
surveys on CSR efforts targeting suppliers and working to ascertain the results.

Sekisui Chemical Group’s Procurement Policy
http://www.sekisuichemical.com/suggestion/index.html

Lumber Procurement

For structural lumber materials, which account for the bulk of
lumber used in homes, we use certified lumber (for example,
lumber certified by the Forest Stewardship Council, or FSC).
Such certified lumber is procured lawfully from properly
managed forests.

Corporate Social Responsibility Report 2013
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Transitions in CSR Efforts

2008

Groupwide Developments

CSR Management

The CSR Committee, with Participation by Top

2006-2008
GS21 Go! Frontier Midterm
Management Plan

Management and Employee Representatives

As venues for deliberation on CSR management, we

have set up the CSR Committee and five subcommittees:
the Environmental Subcommittee, the CS & Quality
Subcommittee, the Human Resources Subcommittee, the
Compliance Subcommittee, and the Safety Subcommittee.
(See the “Data Book,” p. 20.)

Chaired by the President, the CSR Committee’s
membership also includes the president of each division
company and three representatives of employees, all
working to improve committee deliberations and measures.

Progress in CSR Midterm Plan

We have formulated the Environmental Top Runner Plan:
SHINKA! as a midterm environmental plan under which we
are striving to expand sales of Environment-Contributing
Products and cut carbon-dioxide emissions from our
business activities.

As we enter the final fiscal year of the midterm
management plan in 2013, we expect to meet the goals
of the midterm plan on both the percentage of sales that
corresponds to Environment-Contributing Products, at 40%
or more, and reductions in carbon-dioxide emissions, by
20% from the fiscal 1990 level.

The carbon-dioxide emissions of production sites in
Japan largely is compensated by the reductions resulting
from sales of Environment-Contributing Products, as we
demonstrate steady results toward achievement of carbon
negativity.

CSR
Management

Environment

Make ecology and economic
activities compatible

CS & Quality

Gain and maintain the full
trust of our customers

Human Resources

Encourage employees to set
their own goals positively

Disclosure &
Communication

Reflect stakeholders’
opinions in corporate activities

Risk Management
Take thorough steps to prevent
trouble occurring and reduce
the generation of
after-the-event risks

Compliance

Enhance each employee’s awareness

Three Attitudes of Sincerity

S9dUaUIWOld 991y |

Overall

© CSR policies established
and revised

® Global deployment,
partnership with supply
chain

® Promoting efforts in each
section (formulating CSR
implementation plans) _

Environment

2006-2008
Midterm
Environmental Plan
“Environmental Top
Runner Plan Part 1”7

Formulating midterm
plans linked to
management plans

CS & Quality

2004-2008

CS & Quality
Management
Midterm Plan

® Start of Attractive
Qualities Screening
System

Human Resources

2006-2008
Midterm Human
Resources Plan

A}1192UIS JO SOpNIY 934y L

Compliance

Risk Management

Disclosure &
Communication
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2009 2010

2011 2012

2013

Developing philosophy system “Our Principle”

2009-2013 Midterm Management Plan GS21-SHINKA!

Frontier SHINKA  Manufacturing SHINKA

HR SHINKA

Supporting the UN Global
Compact

Formulating the “Human
Resources and Human
Rights Policy”

Establishing the Safety
Subcommittee

Setting targets and measures
based on global strategies

Progress in biodiversity efforts

2009-2013 Midterm Environmental Plan

“Environmental Top Runner Plan SHINKA!”

Measures:
1. Improving Environment-Contributing Products

2. Further Reducing the Environmental load of
Business Activities

3. Consideration for Biodiversity

® Developing the “Sekisui Eco-Frontier 2030” Long-Term E%nvironmental Management Vision.

FY2012 Results (D

Main Activities

FY2013 Targets

Expanding environment-

Percentage of net sales: 38%
contributing products

(target: 38%)

40% or higher

Reducing greenhouse-
gas emissions

Reduced by 28% compared to
FY1990 (domestic)

Reduced by 20% or more
compared to FY1990 (domestic)

Implementing biodiversity
assessments at business
sites

Implemented at three business
sites

Activity plans formulated at
main production sites

Implementing nature-
conservation activities
at all business sites

Implemented at 48 of 51
business sites

In total, 73% of employees took
part over the years FY2011-2012

Implemented at all 51 business
sites

In total, 80% of employees taking
part over the years FY2011-2013

Progress in building

CS & Quality framework

2009-2013 CS & Quality Management Midterm Plan

Measures
1. Enhancing Basic Qualities
2. Creating Attractive Qualities

Main Activities

' L] '
(@)
FY2012 Results (G FY2013 Targets

40% reduction

External failure costs (compared to FY2004)

75% reduction
(compared to FY2004)

Major quality issues 2 cases (target: 0)

0 cases

Progress in development of measures

for Group HR Capabilities

2009-2013 Midterm Plan

Measures

1. Group Human Resources Capabilities
2. Global Talents

3. Decent Work and Diversity

Main Activities

} . :
()
(@)
FY2012 Results (G FY2013 Targets

Training the next generation of
Group HR capabilities business leaders

HR system reforms

Systematic transfers, providing
experience

Deployment to Group companies

Expanding international hiring

Training overseas human

Global talents resources (training site: US)

Number of global human
resources: 294

Percentage of international hires:
30%

Deployment to Europe and China

Number of global human
resources: 300

Percentage of women among
new hires: 28%

Decent work and diversity ~ Promoting women to line

manager positions

Expanding management seminars
on women subordinates

Percentage of women among
new hires: 30%

Support for training of eligible
persons

Expanding the holding of
seminars at Group companies

2009-2013 Midterm Plan

FY2012 Results

Main Activities

FY2013 Targets

Raising awareness and

Expanding education and
overseas deployment

building systems overseas

Expanding monitoring and
expanding use overseas

Increasing number of
organizations conducting
risk-management activities

Strengthenin,
H g (72 organizations)

risk-management systems
Operating new crisis-
management system in Japan

Increasing number of

o_r% nizations conducting
risk-management activities
(100 organizations)

Building systems for crisis
management overseas, by region

Continuing dialogue with

sl Selection to SRI indices

Maintaining selection to
SRl indices

Corporate Social Responsibility Report 2013

10



Management
i

CSR Efforts in Japan and Overseas

Reflecting its global business development, Sekisui Chemical
Group is proactively advancing CSR efforts overseas as well
as in Japan.

Since fiscal 2010, we have held Presidents Meetings
for overseas affiliates in the five territories of Europe, the
Americas, Asia/Oceania, China, and South Korea, to discuss
matters such as issues in each area and solutions to them as
well as creation of synergies.

Moreover, discussion of the content of these Presidents
Meetings with top management in Japan is incorporated into
the schedule of the strategic plan meeting held in Japan in
March of each year.

Examples of the results of these Presidents Meetings
include updating the website of the area headquarters
company in the Americas to make it easier to access
individual companies. In addition, information on
employment with affiliates in the Americas was added as
well. In Europe, leaflets were prepared and distributed to
all employees to ensure their thorough understanding of
matters such as the CSR efforts of each Group company. In
Asia/Oceania, discussions were held on creating synergies
in each individual country, and decisions were made on
pursuing individual synergies in Thailand and Australia in
particular in the future. The meetings in China discussed
human resources development in particular, while those
in South Korea focused on the environment and risk
management.

Since fiscal 2010, CSR Staff Meetings have been held
in order to further spread CSR efforts across and throughout
the organizations of business facilities and affiliated
companies in Japan.

Both in Japan and around the world, Sekisui Chemical
Group aims to ensure each individual member company
fulfills its social responsibilities and to evolve Group

clH violilcle

management, through cooperation among companies that
have differing lines of business and learning together about
best practices.

In addition, in FY2012 briefings were held for plant
managers and core management from overseas on priority CSR
themes that should be addressed by members of the Sekisui
Chemical Group in common, such as quality and safety.

Presidents Meeting

The website of the area headquarters company
in the Americas

| .= ]
SEKISUI -~ -

The Presidents Meeting held in Kyoto was a nice opportunity
to meet with other global Sekisui Chemical colleagues and
in particular the Presidents from the other North American
subsidiary companies. | felt we had open and direct conversa-
tions regarding the issues each company has and what can be
learned from other companies' best practices. Also we talked
about how each company may be able to leverage these best
practices in order to grow.

As follow up to this recent meeting, Sekisui Diagnostics will consider incorporating website links to Sekisui

Jerome Casey

COO
Sekisui Diagnostics, LLC.

America and Sekisui Chemical into our plans for revisions to our website.

Longer term, | see the ongoing discussion and sharing of best practices in certain areas such as leadership
development, talent management and succession planning as important and valuable to successfully growing and
expanding our business.
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@ Recovering from the Great East Japan Earthquake

Sekisui Chemical Group's business is to provide housing and the infrastructure essential to support living.
Utilizing the characteristics of these businesses, it is carrying out a variety of activities to support recovery

from the Great East Japan Earthquake.

Contributing to Affected Areas through
Various Infrastructure Construction Work
and Other Projects

As a recovery from the Great East Japan Earthquake,
since FY2011, the Urban Infrastructure & Environmental
Products Company has continued to deliver materials for
restoration work on sewer pipes that had their gradients
damaged in the earthquake. While this is urgent work
because damaged roads cannot be restored until the
sewer pipes are repaired, it is moving forward at a
slower pace than expected due to labor shortages at
local construction companies. For this reason, Sekisui
Chemical Group member Nippon No-Dig Technology
Co., Ltd. (NNT) is contributing to the restoration work
by accepting sewer construction directly from the city
of Sendai.

In addition, Sekisui Chemical is studying use of
sewage heat under a feasibility study on making Sendai a
model city for use of sewage heat, under contract to the
Ministry of Land, Infrastructure, Transport and Tourism
of Japan. This project involves a system for collection
and use of heat from sewage during pipe rehabilitation
construction using Sekisui Chemical’s pipeline
rehabilitation method, a technology for rehabilitation and
seismic retrofitting of deteriorated culverts.

At the same time, NNT is moving forward with
preparations for forming a joint venture with a local
firm in the city of Ishinomaki, Miyagi Prefecture, in
preparation for future recovery-related demand.

In addition to the above efforts, Sekisui Aqua
Systems Co., Ltd. is contributing to earthquake recovery
through installation of vinyl greenhouses on a strawberry
growing complex for recovery purposes and rebuilding
of aquaculture facilities in the town of Watari, Miyagi
Prefecture.

Sewer construction

Rebuilding a salmon and trout hatchery
in lwate Prefecture

Contributing to Improving the Living Envi-
ronment of Emergency Temporary Housing

Immediately after the Great East Japan Earthquake struck, the
Housing Company built a total of 1,160 units of emergency
temporary housing in the three prefectures of Iwate, Miyagi,
and Fukushima. Later, due to delays in restoration work, the
period of residence in temporary housing was extended
from two to three years, and the need arose to improve

the residential environment for residents. Accordingly, the
Housing Company continues to support recovery in affected
areas by carrying out additional construction work as
requested by each prefecture.

Examples of such additional construction include
installation of wind shelters approximately 3.3 square meters
in area in front of the front doors to individual residence,
to help residents endure the cold winters of the Tohoku
region by blocking out cold air. Other efforts to help fight
the cold included additional installation of heated toilet
seats and, in temporary housing in the particularly cold city
of Kesennuma and town of Minamisanriku, distribution of
heating equipment.

Since temporary housing facilities are constructed on
sites such as unused land and athletic grounds, many are on
sites with poor drainage, and some residents have reported
that puddles form in pathways and elsewhere. In response,
we carried out rainwater drainage construction by installing
water-permeable pipes beneath the paths between buildings.
In addition, since many residents are elderly, we paved the
spaces between units and the parking lots with asphalt, so that
residents can move in safety around the temporary complexes.

Furthermore, as the period of residence lengthens,
residents’ belongings increase, filling up the small temporary
housing units. As such, we installed storage sheds next to
the front entrance to each unit, contributing to improving the
living environment for residents in the temporary housing.

Installing storage sheds in emergency
temporary housing

Installing wind shelters in emergency
temporary housing

-
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vironment

We aim to be an environmental leader,
pursuing both ecological and economic goals

Pioneering a New Future
with Balance between
Ecology and the Econom
A 8Y y
--‘:\

ilosophy

n its environmental philosophy of aiming to be

a Global Environmental Top Runner that contributes to being a leader

the realization of a sustainable society by enabling the A I

continuous growth and co-existence of ecology*' and the communigy it e;‘:;g'g‘;“nﬁgﬁl i,

economy**, Sekisui Chemical Group aims to be a company in all busine

whose growth is built around the axle of the environment, e

by developing products and providing services that will

facilitate environmental contributions by society in addition

to lessening the environmental load of its business activities.
In addition, we will contribute to the prevention of

global warming, the preservation of biological diversity and the construction of a sound material-cycle society in all

countries and regions where we operate, in order to leave this beautiful earth for our children in the future. We also will

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

Environmentally Creative Organization

*1. Ecology .
Caring for and contributing to the global environment, and living [;gﬁfn;:gnsmsgrtﬁl Management 9 593(;')231&1 Book” J
in symbiosis with the local environment Y 4 p- <0,

*2. Economy
Ensuring economic benefits for both customers and businesses

Environmental Management Vision -
for 2030 Efficient

Utilization of

In fiscal 2009, Sekisui Chemical Group established the “Sekisui NEEBLIEES

Eco-Frontier 2030” as a vision to make clear the courses of action
and achievement levels of environmental management and serve
as a guidepost to sustainable growth. This vision depicts the type
of society that Sekisui Chemical Group aims to achieve as a society
on the environmental frontier. This refers to a society in which Preventing
environmental awareness and environment-friendly lifestyles Global
become broadly and firmly established among people and both Warming
businesses and governments recognize the environment to be
one of their most important values. To realize this vision, we have
identified three areas of focus and two targets.

Sekisui Chemical Group is carrying out the Midterm
Environmental Plan: Environmental Top Runner Plan SHINKA!,
formulated based on back-casting*' from the Sekisui Eco-Frontier Achieving
2030 goals. negative

carbon**

Biodiversity

Preservation
of biodiversity

*1. Back-casting
A method of considering steps that should be taken at present by envisioning a goal for the future
and working backward to the present state.

*2. Negative Carbon
When the offsetting reductions in greenhouse-gas emissions during product use exceed green-
house-gas emissions attributable to business activities such as raw materials and production.
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Environmental Management Roadmap

2009 2010 2011 2012 2013

The “Sekisui Eco-Frontier 2030” Long-Term Vision

Midterm Environmental Plan: Environmental Top Runner Plan SHINKA! (2009 —2013)

Expanding sales of Environment-Contributing Products

Promoting energy innovation activities and investing in the environment

| Beginning negative carbon efforts PR - - -
Formulating biodiversity guidelines b

| Development of “Sekisui Chemical Forests” . u.

| Biodiversity surveys of business sites
G

Establishing an environmental logo

Ratio of Sales of Environment- Greenhouse-Gas
Contributing Products Emissions (Japan)

230/0 up 280/0 down

Environmental Midterm Plan

The Midterm Environmental Plan: Environmental
Top Runner Plan SHINKA! (FY 2009 — 2013)

N ) 2007 2012 (FY) 1990 2012 (FY)
establishes four key themes. In fiscal 2012, sales of
Environment-Contributing Products and reducing -

o Volumes of Waste Sekisui Eco Value
greenhouse-gas emissions went as planned, Generated (Japan) Index
but the targets for reducing volumes of wastes 2 6
generated were not achieved. % down U times

,,,,, T

2007 2012 (FY) 2007 2012 (FY)

Environmental
Management System

In an effort to carry out environmental management effectively,
we have developed our environmental management system
(EMS) in accordance with the 1ISO 14001 international standard
and are working to expand use of this system. As of March 2013,
64 business sites in Japan and 25 sites overseas had obtained
certifications such as ISO 14001. The number of employees

at these business sites represents 66% of all Sekisui Chemical
Group employees.

Greening of
. Development
(Product Assessment

SyStem fOl’ EnVII’Oﬂmental Systemf?r Environ-
I i i mental Impact)
Consideration in Products zpElieee

Sekisui Chemical Group is advancing the Three Greening Steps intended

to incorporate consideration for the environment in three stages of its value
chain: 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 of MGrein"lg f?f
(See “Data Book,” p. 8). Forms related to green procurement and other Procurement (:Pl_f;)rr“/isas(e:sgug]gt

(Green Procure-

materials are available on the Sekisui Chemical website: .
ment System)

System of Capital
Expenditure)

http://www.sekisuichemical.com/suggestion/index.html
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Group Topics

Commemorating the 65th Anniversary of Sekisui Chemical’s founding

Global Children’s Eco Summit 2012

Global Children's

ECO Summit

In August 2012, Sekisui Chemical Group held the Global
Children’s Eco Summit 2012 for children of Group employees.
Eighty-five children from business sites in 14 countries
and regions took part in this Summit, which was larger than
the last Summit, held five years ago in 2007 to mark the
company’s 60th anniversary. Through a variety of programs [
based on the theme “Envisioning a future where we can live e W amen ot b '
together with nature,” the children learned about Sekisui KX ECOS mmt 201 2
Chemical Group’s environmental efforts and the wonderful T
blessings human beings gain from nature. Then, they split
into 10 groups to discuss subjects such as what actions they
should take themselves.

The children in each group made a declaration
of what they would do for the environment and
prepared recommendations to adults (Sekisui
Chemical), which they presented on the final
day of the Summit. In response to the children’s
recommendations, the President of Sekisui
Chemical announced plans to implement “a
system of awarding the people who have carried
out the greatest ecological activities” and holding Children’s Environmental Declaration
an annual “Sekisui Environment Week/’ in which * We will raise environmental awareness and

.o . treasure the planet
all Sekisui Chemical Group employees take part « Wo will conserve water

in environmental activities. * We will separate and recycle wastes
The Outstanding Eco Contributor Award ste.
was conducted in fiscal 2012, with the winner
chosen based on voting by all employees and by anglggﬂirréehn;;ligeacl)ommendatlons to adults
the children who took part in the Eco Summit. . o
. . L. ® Prepare teaching materials with content about
Plans call for implementing Sekisui protecting living things
Environment Week beginning in fiscal 2013. » Produce a commercial about water conservation

® Protect the forests
ele:
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Environment® Environment-Contributing Products

Contributing to Minimizing the Environmental Load
of Our Stakeholders and Society
through Our Products and Businesses

The meaning of Sekisui Chemical Group’s CSR is to contribute to a sustainable society through
business. To contribute to minimizing the environmental load of society, it is essential that
businesses create and promote widespread use of products that will make active contributions
to the environment. In fiscal 2006 Sekisui Chemical Group established Environment-
Contributing Product Standards calling for an even higher level of contribution to the
environment than before, and since then it has managed such products through a certification

SDUIUIWOIJ DAY
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system. (See “Data Book,” p. 8) -
£
Environment-Contributing Products Conceptual Diagram Flow of Certification of Environment- %
. Contributing Products
=N
g Development |
g. Environment-Contributing Products P I
§ Products or systems hd E
3 P having at least a certain Application: Application for certification =
g Products and deg_reem (-;rfecr()n by Business Units 7
] businesses that reducing environmental 2
ES demonstrably help load compared to similar e
g reduce the environ- [ Environment-friend| conventional products Screening: Screening by internal certification 3
3 mental load of our products and systems screening committee 2
3 customers and society
i A
g > v
Sekisui Chemical Group’s Our customers and society
business activities . . =
s . . Third Party Evaluation Z
cope of environmental load reduction z
External Advisory Board 2
5
=]
o
. . . . 2
Expansion of Environment-Contributing Products <
One of the targets of Sekisui Chemical Group’s Midterm Environmental Plan is that of growing the ratio -
of sales of Environment-Contributing Products to total consolidated net sales to 40% or higher in fiscal 2
2013. (See “Data Book,” p. 8) ®
. . . . . 0O
In fiscal 2012, strong sales of houses with solar energy generation systems and an increase in S
the lineup of Environment-Contributing Products led to growth in net sales of these products to 392.5 E
billion yen, achieving the target for the fiscal year of a ratio of 38% of total net sales. When converting =
their results to carbon-dioxide emissions reductions, these Environment-Contributing Products have
resulted in offsetting reductions in carbon-dioxide emissions much greater than the amount of carbon- IEs
dioxide emissions generated in Sekisui Chemical Group production activities in Japan (according to €25
Sekisui Chemical estimates). i
o3 o
353
BES
=
[¢]

External Advisory Board

To increase the reliability and transparency of the Environment-Contributing Product certification
system, in fiscal 2010 Sekisui Chemical Group established the External Advisory Board, a third
party organization from which it receives advice and recommendations on the certification system
as a whole.

During fiscal 2012, the External Advisory Board met in September 2012 and March 2013,
providing opinions on individual Environment-Contributing Products. Advisors also provided a
variety of opinions and recommendations concerning this system as well as Sekisui Chemical
Group’s environmental management, on topics including environmental capital* and efforts
targeting the supply chain. Attendees from Sekisui Chemical included responsible Directors down
to the environmental personnel of each division company and Corporate Headquarters. We are
utilizing the opinions received in our environmental management.

Auedwo) sonseld
2ouBWIONA YSiH
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* Environmental capital:
A term that refers to the blessings of nature such as soil, air, water, and flora and natural resources such as metals, petroleum, and natural gas.
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Environment® Climate Change

Efforts to Achieve Carbon Negative Status
Throughout the Product Life Cycle

Achieving carbon negative (see p. 13) status requires both development and promotion of
Environment-Contributing Products and controlling greenhouse-gas emissions from business.
Sekisui Chemical Group continues related efforts throughout the entire product life cycle.

Reducing Greenhouse-Gas Emissions Conceptual Diagram of Carbon Negative
Throughout the Product Life Cycle

Procure- Produc-
R&D . L
ment } } tion Business activities Product use

< » € »

Carbon
emissions

Development of Promotion of Product

Environment-Contributing | Environment-Contributing
Products Products

Raw . . .
matanls R&D  Production Shipping

Exceeding greenhouse-gas
emissions attributable to
business activities with

Carbon
.. 9--q reduction
Reduction in greenhouse-gas emissions effect

GHG Emissions

offsetting reductions in
greenhouse-gas emissions
during product use

Activities at the Production Stage (in Japan and Worldwide) Greenhouse Gas .

We have established the target for fiscal 2013 of reducing (Emissions from the Production Stage)
greenhouse-gas emissions generated at the production 600 (1,000 tons-CO2)

stage in Japan by at least 20% compared to the fiscal

1990 level. In fiscal 2012 we realized a reduction of 400 433

28% compared to the fiscal 1990 level, thanks inpart | 27 33030 3418 32283178
to the results of measures to promote investing in the 200

environment*. Since Sekisui Chemical Group’s production | [ 2° & “® R N [ B Japan
sites overseas are subject to considerable changes in areas 0 . Overseas
such as product lineups as the overseas business grows, 1990 2007 2008 2009 2010 2011 2012 (FY)
the Group has established gUideIineS Ca”ing for aChieVing Notes: Overseas data cover carbon-dioxide emissions only.

in fiscal 2013 a reduction of at least 5% from fiscal 2008 Overseas figures have increased since fiscal 2009 in copnection with an
in energy consumption per unit of output. Each sie i e e pumberf st st e o acutton e
setting targets based on its own circumstances. and from April 1 through March 31 since fiscal 2012.

* Measures to promote investing in the environment
Measures under which Corporate Headquarters helps division companies cover
the costs of investment for the purpose of controlling greenhouse-gas emissions
in accordance with the resulting reductions. In fiscal 2009 investment in making
energy use visible so its actual conditions could be ascertained was added to
the subject of these measures, which originally were adopted in fiscal 2007.

Efforts in Stages Other Than Production

Total greenhouse-gas emissions in fiscal 2012 Typical efforts Resulting reductions

R&D 13,000 tons-CO: Continued thorough energy management 33% reduction vs. fiscal 2007

Shipping 43,000 tons-CO2 Reduced emissions through use of joint shipping and modal shifts 17% reduction vs. fiscal 2007

Energy-conservation activities including regularly turning off lights

) PP - . 14% reduction vs. fiscal 2007
and using restraint in air-conditioner settings

Offices 16,000 tons-CO:
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Environment® Resource Efficiency

Pursuing the Three R’s (Reduce, Reuse, and Recycle)

Throughout the Product Life Cycle

Sekisui Chemical Group aims to thoroughly reduce, reuse, and recycle throughout the product
life cycle. In addition to Zero Waste Emissions Activities intended to reuse as resources all the
waste it generates from its business activities, it also is striving to preserve water resources.

Production

g Reduce \
‘ Cogstruc-
ion
Recycle 3R Reuse
Disposal
\/ Use

Waste Emissions

Reducing Wastes Generated

Total Waste Generated
(Production Facilities in Japan)

60 (1,000 tons)

2007 2008 2009 2010 2011 2012 (FY)

To utilize resources efficiently, Sekisui Chemical Group is focusing in particular on restraining waste generation
and reusing wastes. In fiscal 2012, its production sites in Japan achieved a 19% reduction in total waste generated
vs. fiscal 2007 through efforts to improve the stability and efficiency of production, such as zero-defect activities.
They also reduced waste per unit of output by 11%.

While new housing construction sites originally have generated low volumes of waste, in fiscal 2012 efforts
such as measuring wastes on a per-residential-unit basis, reducing excess material use through activities including
adoption of a system of authorization of waste transportation covering broader areas, and activities to reduce
scrap and packaging materials succeeded in reducing total waste generated per home by 27% vs. fiscal 2000 for
steel frame modular housing and by 48% over the same period for timber-framed modular housing.

Zero Waste Emissions
We are carrying out Zero Waste
Emissions Activities, which began
in 1998, toward our goal under the
Midterm Environmental Plan (see
“Data Book,” p. 3) of achieving
zero waste emissions at all subject
facilities by fiscal 2013. In fiscal 2012,
the percentages of facilities that had
achieved this goal were 98% in Japan
and 21% overseas.

In December 2012, Sekisui
S-Lec Mexico S.A. de C.V. achieved
zero waste emissions.

Conservation of Water Resources

£l violilcle

| am confident that the Zero
Emissions Activities are the
beginning of a new conscious-
ness. Our task from now on is
to let this new way of thinking

Luis Gonzalez

Technical Service
Department

Sekisui S-Lec Mexico
S.A.de C.V.

reach our families and friends in order to spread these programs.

I am also very proud to be part of the Sekisui Chemical Group because
I have realized that one of their main goals is to help our planet by making a
commitment with our environment.

Sekisui Chemical Group is striving to reduce water use through means including cyclic use of cooling water.
Water intake for the entire Group in Japan in fiscal 2012 fell by 7% in comparison with the fiscal 2007 level. (See

“Data Book,” p. 11)

Corporate Social Responsibility Report 2013
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‘Minimizing Environmental Impact through
Proper Control of Chemical Substances

While chemical substances make people’s lives more convenient, they also could have harmful
effects on the environment or on human beings. Therefore, we believe that consideration of
product safety, occupational safety and health, and environmental impact through proper
management of chemical substances is an important responsibility of an enterprise.

Since fiscal 1999, Sekisui Chemical Group has set and worked toward its own targets for
reducing discharge and transfer of chemicals in addition to implementing efforts such as the
Product Assessment System for Environmental Impact”' and the Green Procurement System ~.
We also review periodically chemical substances that are candidates for control or regulation
of use, in accordance with the establishment and amendment of relevant laws and regulations.

System for Control of Chemical Substances throughout the Product Life Cycle

Development Production

*1. Product Assessment System for Environmental Impact

Transportation

Sale/Use
4

A system for assessment of the environmental impact of product development all the way from raw material procurement through manufacture, use,

disposal, transport, and all other stages (see “Data Book,” p. 8).
*2. Green Procurement System

A system of giving priority to choosing raw materials, parts, etc. with lower levels of environmental impact when procuring them.

VOC & HCFCs

Since fiscal 2006, we have aimed
for the target of a reduction of at

least 60% in discharge of VOCs  yoc Emissions

into the atmosphere in fiscal
2,936 tons \

2013 compared to fiscal 2000. In

fiscal 2012 we achieved a 58%

reduction compared to fiscal 1,221 tons

2000 (see “Data Book,” p. 13).
In fiscal 2008 we ended all

use Of HCFCs. 2000 2012 (FY)

Air and Water

Sekisui Chemical Group complies with the regulatory values
under laws and ordinances for the various types of equipment

it uses in connection with exhaust gases and drain water. We
also strive to control discharge of pollutants through appropriate
maintenance and management, including periodic inspections.

19  Corporate Social Responsibility Report 2013

Soil Surveying

In fiscal 2011, we completed surveys of all
business sites for which they were planned.
In the future, we will conduct soil surveying
at times such as when closing a business
site or acquiring land for business-site use.

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.

Machines and equipment in storage
that contain PCBs are managed strictly and
thoroughly, through means including locked
storage and periodic inspection.



Environment® Biodiversity

Striving to Preserve Biodiversity through
Both Business Activities and Social Contributions

S0UIUIWOIJ DAY

In April 2008, Sekisui Chemical Group incorporated items on biodiversity to its Environmental
Management Policy. Since then it has strived to preserve biodiversity through both
environmentally conscious business activities and deploying nature conservation activities
around the world.
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Approach to Biodiversity Preservation

Environmentally conscious
business Guidelines for
Preservation of
Biodiversity
(established March
Nature conservation activities 2011) |HRS R
around the world

Aend » sO

Environmental
Management Policy

(revised April 2008)

Declaration of Biodiver-
sity and Action Policy by
Nippon Keidanren
(March 2009)

S92IN0SaY uewnH

Biodiversity Assessment

In March 2011, Sekisui Chemical Group established guidelines for
preserving biodiversity. In accordance with these guidelines, in fiscal
2012 we continued from last year assessment of activities to preserve
biodiversity at three business sites in Japan. The results brought to

light issues such as the fact that the trees planted at some business ﬁ:‘;‘*g’;"i"’f“’aﬁ
sites consist of single species only and spatial structure with variation pn
achieved through a mixture of tall and short trees is limited. In the business site
future, we will address these issues to make progress on creating
business sites that can coexist with a diverse range of creatures and
work to raise the level of these activities across the whole of Sekisui
Chemical Group.
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Preservation of Biodiversity

Located in Ritto City in southern Shiga Prefecture, Sekisui Chemical’s
Shiga-Ritto Plant is surrounded by many precious natural woodlands.
In fiscal 2012, as part of its efforts to preserve biodiversity, the
plant built an artificial floating island planted with aquatic plants in
the pond where plant wastewater ultimately is discharged. This can
be expected both to provide habitat for the freshwater fish living in
the pond and to purify the water through the action of the aquatic
plants. The floating island was made using the Eslon Neo Lumber fiber- Artificial
reinforced foamed urethane (FFU) material produced at the plant, and floating island
it was designed to be an optimal environment for the growth of aquatic made of FFU
plants. Carex thunbergii, bur-reed, Manchurian wild rice, and other
species native to the surrounding watershed were chosen for planting on
the island, with employees’ families taking part in the planting as well.
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CS & Quality

Pursuing quality always specified by customers,
through maximizing the quality of human resources,
products, and systems

Quality always specified by customers

Use of o Use of
Customer Customer
Feedback Feedback

Creating Attractive Qualities

Our Philosophy

Enhancing Basic Qualities

Since 1999, Sekisui Chemical Group has employed CS
management focused on customer satisfaction (CS). In 2004
we began CS & Quality Management focusing on products and
services quality innovations in all of our businesses. The aim is
to progress and grow together with customers, by constantly
delivering value so that they will choose our products and
services repeatedly. Based on the motto “We consider
customer feedback as the beginning of our manufacturing,”
we improve the “Attractive Qualities” and “Basic Qualities”
provided to customers through improving the “Quality of People,” “Quality of Products,” and “Quality of
Systems,” utilizing a variety of feedback and other information received from customers.

Sekisui Chemical Group is working together to pursue quality that will always be specified by customers.

A
Research and =
development

Maximizing the quality of human
resources, products, and systems

Product planning

Product design
Production-method
design

Procurement,
outsourcing

Collecting information
Resolving complaints
and claims
Construction, sales,
service

Storage, shipping Production

The CS & Quality Management See “Data Book,”
Policy and System p- 20, 21

fcs& Quality Midterm Plan

Sekisui Chemical Group has identified two key performance indicators

External Failure Costs

100 (indiicator) 100

for CS & Quality Management. One of these is external failure costs*' and ®

the other is the number of major quality issues*2. The Midterm Plan (fiscal ~ \ 60
2009 - 2013) sets as goals for fiscal 2013 eliminating major quality issues 60 i o ®

and cutting external failure costs by 68% vs. fiscal 2004. 40 \4.3/

In fiscal 2012, two major quality issues arose and we decreased
external failure costs by 40% from fiscal 2004. In the future, we will
improve the quality of our design review (DR) activities to prevent
major quality issues. To do so, we will prepare “DR Implementation
Guidelines” and “Design Change Guidelines” and apply these as rules
for the entire Group.

Together with preventing issues from arising while improving these Major Quality Issues

20

0 ) )
2004 2010 2011 2012 (v

guidelines as needed, we aim to further cut external failure costs through 3 (Incidents)
enhancing group-wide quality-assurance systems and deploying activities 2
to reduce quality-related risks. 2 2 2

*1. External failure costs
Costs arising from responding to product-related complaints and claims.

*2. Major quality issues
Problems related to product and service quality that could cause significant damage to
customers, society, or Sekisui Chemical Group if not thoroughly resolved on an urgent basis. 0

2010 2011 2012 (FY)
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CS & Quality Management Roadmap

2009 2010 2011 2012 2013
“Creation School” training to improve product planning abilities
Session 1 Session 2 Session 3 Session 4 Session 5
: Second Attractive Qualities
Attractive | Screening System “
Qua[ities Held every three years V.
( “The Story of Attractive Qualities” begins on the intranet )
l Telephone information service training National telephone information
- service contest y &
(Manufacturing Development SHINKA! Activities (1) Zero defects and doubled productivity (2) Halving energy use (3) Renewing manufacturing development overseas )
Basic Global Group KAIZEN Activities »
Qualities Start of China tournament . 7 Start of European tournament  Start of Asia-Pacific tournament
Second Program of Seminars on' First Development/Design Second Development/Design \
Everyday Management Seminar Seminar /
Camen \' STAR 55 Bulletin” on CS & Quality Management case studies published
Measures ; : D
(CS & Quality seminars P

Group Topics

Group KAIZEN Activities Around the World

Group KAIZEN activities*' are an initiative in which employees
in each workplace form small groups to make improvements
in production and operational efficiency and product quality Team from
improvements. These activities are underway at business sites in Sekisui Industrial
Japan and around the world, centered on production companies. Piping Co., Ltd.
They address QC stories** and themes for which policies have
been developed, and annual result presentation meetings are held
in each area — Japan, North America, China, Europe, and Asia-Pacific — to share information on results in
each workplace and improve each other.

In the 47th Sekisui Chemical Group KAIZEN Activities Presentation meeting held in January 2013,
a group from Sekisui Industrial Piping Co., Ltd. was honored as the first team from an overseas business
site to win the gold prize. The winning team achieved its lofty goal of improving ball valve productivity
by 1.6 times (vs. the previous level) as a result of improvements made on various issues from a workplace
perspective, utilizing the industrial engineering methods** that all members had learned.

*1. Group KAIZEN activities

Activities that began in 1966 as Quality Control (QC) groups and later evolved into small group activities before taking the form they have today.
*2. QC story:

Improvement procedures advanced step by step to ascertain problems accurately and resolve them with certainty.
*3. Industrial engineering methods:

Methods of analyzing existing work processes in detail and making improvements in areas of waste and loss, to improve production efficiency.

' Quality Education

Sekisui Chemical Group has rebuilt its quality education structure at each level to promote the
spread of quality education in all workplaces, from office staff to job sites. The new structure
took effect beginning in fiscal 2013. It also employs QC certification* effectively to measure
levels of quality knowledge, and as of March 2013 1,300 members of the organization had
attained QC Certification.

Sekisui Chemical Group will continue focusing its efforts on human-resources training to
improve its “Quality of People.”

* QC Certification: A certification system conducted by the Japanese Standards Association and certified by the Japanese Society for Quality Control.
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CS & Quality

Advancing Development of Systems, Human Resources,
and a Culture Enabling Creation of Attractive Qualities

Based on the motto “We consider customer feedback as the beginning of our manufacturing,” Sekisui
Chemical Group is working on building a customer-oriented, free and open-minded organizational
culture to create “Attractive Qualities” that customers will continue to ask for by name.

-

Supporting measures to increase sensitivity Providing outstanding products filled
to attractive qualities with attractive qualities
Training to improve Sharing information on @)
product p%anning abilities  successful case studies s
“Creation School” “The StO"Y of . . 8
KESHUIS IO Attractive Qualities” H Outstanding Outstanding 3
L ) human resources products 2
Thinking more deeply Valuing customer =
based on case studies feedback @
from other'compa?les Telephone service
CS & Quality seminars training

Customer-oriented, free and open-minded organizational culture
Comparison of Employee CS & Quality Assessments and customer surveys

Comparison of Employee CS & Quality Assessments
with Customer Surveys

In fiscal 2012 Sekisui Chemical Group newly employed a CS & Quality Assessment (survey) program for employees

in Japan, intended to ascertain the degree of permeation of CS & Quality Management and identify any related issues
through measuring employees” awareness of CS & Quality and related activities. This program clearly identified issues
by grading CS & Quality Management efforts in areas such as business strategy, organizational management, and
organizational culture along with self-confidence in CS & Quality, as the resulting overall assessment, for each division
company and business division. Self-confidence in CS & Quality tended to be somewhat low in production sections
and similar sections that had little contact with customers, and clearly one issue for the future is that of developing a
CS & Quality culture in such sections.

Furthermore, we compare the results of this program with the overall assessments from customer surveys
conducted at the same time to check for any differences in awareness of CS & Quality between customers and
employees. Comparison on six evaluation items that impact customer satisfaction (i.e., degree of delivering CS &
Quality) shows that in many business divisions the items customers see as important differ from those that employees
see as important. These results have been used to identify new issues to address.

Comparison of Employee CS & Quality Assessments with Customer Surveys, Based on Six Evaluation Items

Six Evaluation Items

1. Advanced state of products and services
2. Outstanding marketing activities

3. Good cost-performance

4. Reliable quality

5. Effective delivery

6. Good after-sales and follow-up service

Employee CS & Quality Assessments Customer Surveys

N
y

Employees’ self-confidence € > Sekisui Chemical Group’s
in CS & Quality Comparison degree of customer satisfaction
(degree of delivering CS & Quality)
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HR Development for Attractive Qualities

Sekisui Chemical Group has developed four HR development systems
intended to improve sensitivity to creating attractive qualities.

“ . ” - o \”
Creation School
“Creation :

This is a program of joint industry-academy training to improve product planning School”
abilities. From its start in fiscal 2008 through the end of fiscal 2012, a total of 54
trainees have taken part in this training. Since fiscal 2011, “Creation School” teams
have been made up of members from the same businesses, in order to make the
training better suited to the realities of businesses.

In fiscal 2012, three teams from the Housing Company, Sekisui Hometechno Co., Ltd., and Sekisui
Film Co., Ltd. took part in this program. In February 2013, each team made a presentation on product
planning to top management. These presentations have led to some moves in the direction of product
and business development, such as patent applications and specific proposals to suppliers.

«: 30880

Using in our business the systematic product-planning process of
the Seven Product Planning Tools has been highly successful by
leading the way to new development ideas.

I was strongly impressed by the way this method serves as
one pattern for success in generating hit products. It showed me
the importance of listening to what the customers who actually
use products have to say and anticipating their needs and making
proposals to distributers who were in between. Industry-academy cooperation with students also was an enjoyable
experience that helped me to become aware of new points of view.

In future development activities as well, I would like to aim to be an industry leader by creating strongly com-
petitive products using this method.

CS & Quality Seminars

Begun in fiscal 2001, these seminars, intended to raise awareness of CS
& Quality, invite people from a variety of fields outside the company to
give lectures. A total of 30 seminars had been held from the start of the
program through the end of fiscal 2012.

In fiscal 2012, lecturers invited to speak on topics including CS & Quality
development, quality management, and CS gave four lectures at Sekisui Seminar
Chemical’s Tokyo Headquarters and Kyoto Research & Development
Laboratories, attended by approximately 350 people in total.

“The Story of Attractive Qualities” Telephone Service Training

Takahisa Chito

Technology and
Development Department
Sekisui Film Co., Ltd.

This intranet content providing  gersmmn N We have been FY 2012 Number
behind-the-scenes stories el conducting telephone of Trainees

on product development g Seanouee SR service training,

is intended to increase the ﬁgiTﬁmﬁ% intended to improve the

motivation of product-planning |} —‘s‘ “pHenemery "ﬂﬂ service level of contact
and development personnel. p— - . points for inquiries,

It provided an introduction to R it s -Cne continuously since fiscal
the KAITEKI AIRY year-round : 2008. In fiscal 2012, this
air-conditioning/ ventilation training was conducted
system, which won the grand a total of 21 times at 13 business sites, with a
prize in the FY 2011 Attractive i total of 200 employees taking part.

Qualities Screening System. “The Story of Attractive Qualities”
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CS & Quality

Pursuing the “Three Zeros” of
Complaints, Accidents, and Wastes

Recognizing that it is the fields of manufacturing development that supports quality, since fiscal
2006 Sekisui Chemical Group has focused its efforts on innovation in production. Based on its
belief that quality defects lead to higher costs arising from handling complaints or increased wastes,
we are trying to reduce costs by targeting the “three zeros” of complaints, accidents, and wastes.

Results of “Three Zeros” Activities

Basic Qualities

Number of
Claim handling occupational o wasi
r T Q costs injuries Decreased by
4 %o 4 7 o/o 2 (] 2
. 1 & b.".
Decreasing loss costs, or losses and waste — — -
arising from quality defects
(vs. FY 2008) (vs. FY 2008) (vs. FY 2008)

V4 I \

Zero complaints ~ Zero accidents Zero wastes

Field Manufacturing Development

Quality Management

Sekisui Chemical Group has developed quality-control systems covering every process from production through
product use by customers. Each section has developed a quality-assurance system, and in each process we
promote controls on a daily basis following the PDCA* management cycle. In developing products and making
improvements to quality, we conduct screening from a variety of perspectives, such as those of quality assurance
and safety. Our business sites also made progress on becoming certified under the ISO 9001 standard, as the total
number of Sekisui Chemical Group business sites and departments certified under this standard rose to 102 in fiscal
2012. The number of employees at these ISO 9001-certified business sites and departments represents 59% of all
Sekisui Chemical Group employees.

In fiscal 2013, we will continue to focus on development of quality-assurance systems suited to the
globalization of business.

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

Seminars on Day-to-day Management
Every year, we hold seminars on everyday management for managers in each production workplace, to encourage
thorough controls on everyday management.

In fiscal 2012, a seminar was held on the topic of strengthening development and design abilities, with 40
persons in attendance, including design, development, and engineering leaders and production-section personnel
from various business sites in Japan. Participants discussed how to conduct design review as well as issues and
countermeasures based on prior surveys concerning prevention of reoccurrence of complaints. They also received
practical advice from a management perspective, from an outside auditor.

Advancing Production Innovations in Overseas

Sekisui Chemical Group began activities to renew manufacturing
development overseas in fiscal 2009, with the goal of strengthening

the manufacturing-development foundation and production capacity

at production sites overseas. Through these efforts, we have advanced
production innovations at such sites. In fiscal 2012, we conducted these
activities with a focus on improvement abilities and safety abilities. As el
examples, in the area of improvement abilities we held guidance meetings Australia
at plants overseas and KAIZEN Activities Presentation meetings.

Guidance
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MONOZUKURI Workplace Leader

Sekisui Chemical Group holds “MONOZUKURI Workplace Leader Development/Training Courses” for production §

site leaders, on the subject of everyday management at production sites. These serve as excellent opportunities ~

for participants who work at different sites to gain awareness and knowledge together through activities including s

exercises, group discussions, and experiences of senior colleagues. g
In fiscal 2012, three sessions were held, with 51 personnel from various business sites taking part. Together with 2

these courses, plant tours were provided at Okayama Sekisui Industry Co., Ltd., Tokyo Sekisui Heim Industry Co., Ltd.,

and the Sekisui Film Co., Ltd. Nagoya Plant.

Electrical Safety Workshop :

In response to the MJS Il fire in fiscal 2011, Sekisui Chemical Group has 3

begun an electrical safety project. This project involves surveying the current
status of electrical products, holding events such as study meetings on
relevant standards, and considering measures to ensure safety, together with
preparing product-safety checklists and guidelines.

In August 2012, as part of this project, an Electrical Safety Workshop
was held for staff in charge of design of electrical products. Participants Tt

X X ical Safety

learned about the concepts of safety design and the content of basic Workshop
standards, by looking at actual products that had been the causes of
problems.

0
»n
2
Vo)
<
=
<

Energy Saving Activity
Since fiscal 2009, Sekisui Chemical Group has been advancing activities to
cut energy consumption in production.

In fiscal 2012, we deployed these activities at all main business sites
in Japan, as planned. In response to this progress in Japan, we also began
deployment of these activities at overseas business sites as well.

In addition, as we did last year we continued to respond to requests
from power companies for energy conservation, achieving reductions .
in power consumption of approximately 26% during the summer and ';:;‘;::f
approximately 21% during the winter—levels higher than the requested generator
savings—at sites served by power companies that set target figures for cuts. installed at a
These savings were achieved through means including adoption of private plant
power generators and engine compressors, and leveling of production.
Furthermore, we have formed a subcommittee that has begun study of
building a stable energy supply system over the medium to long term.

S92IN0SaY uewnH

USD pue ssauisng

New System for Manufacturing Education

In the areas of training related to manufacturing, through now Sekisui Chemical Group has carried out a Rank
Advancement Program whose main theme has been learning improvement and evaluation skills in quality control (QC),
industrial engineering (IE), value engineering (VE), and quality engineering, for full-time employees. In fiscal 2012,

we developed a new Manufacturing Manager Training program consisting of training on six areas at two levels, for
manufacturing managers. Implementation of this new program began in fiscal 2013.
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Manufacturing Training System
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Technical skills Nar sk|II§ Awareness [N
i Conceptual skills

Senior :
Manager Six areas manzlgg%ent Level Il Production manager
Manager i;{:r:/ég;ilgsyt,, zzlﬂ?gn:lin{ Overview (Management-centered) training
production management
Deputy 1\ j
Manager Level |
(Knowledge-centered)
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Site leader training

Supervisor Rank Advancement Program
(QC, IE, VE, QE, safety, maintenance, etc.)
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Human Resources

Encouraging individual prominence and self-realization,
and contributing to society through business

Business Productivity at
leaders manufacturing sites
Hiﬁh-qualily, speciali- Development, designing,
zed human 'resources production, construction,
Global human resources sales, technical services,

O U r P h i I O SO p h y after-sales service

Professional human resources, each with his or her own unique skills

As the globalization of its businesses accelerates, the

employees who work at Sekisui Chemical Group are Corporate culturc g’ Opportunities to Growth and
growing more diverse as well. Together with providing ind;vigﬂa‘i’ié‘;“ming takoen":nf,‘:ﬂs;‘f"s commitment
opportunities for diverse human resources to thrive A EEdn

globally and devoting efforts to human resources Workplaces where diverse human resources can thrive
development, we also are making progress on building Rewarding workplaces

workplaces in which diverse human resources can thrive

and do their jobs with peace of mind, respecting human Employees are “precious assets bestowed on us by society”

rights and the cultures and values of each region.

“/ For the Human Resources and See “Data Book,”
Human Rights Policy and System p- 20, 22 J

Our Concept of Human

Resources Deve l Op ment Three Approaches toward Realizing the HR Ideal
Based on our concept of enabling human
resources to perform and grow, Sekisui Chemical
Group supports employees’ independent career
development through providing a variety of
opportunities for individuals to link their own
desires to their careers.

We are deploying human resources
development measures from three approaches, all
based on the concept of drawing out the potential
growth abilities of each of the Group’s diverse Diversity
employees working in Japan and around the world
and applying these abilities toward the sustainable
growth of the company.

Group Global
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Human Resources Roadmap

2009 2010 2011 2012 2013

Global employees
attitude surveys

| Establishment of HR base in North America and core personnel training in China 5

HR system reforms

Our Human Resources Development Measures

We are improving the Group’s human resource capabilities through securing human resources and deploying
human resources development measures with a focus on potential for personal growth.

In global human resources development, we are focusing on human resources development in Japan and
around the world targeting global business growth.

To enable diverse human resources to thrive, we are promoting efforts that take advantage of the values and
experiences of diverse human resources.

Results of Main Efforts in Fiscal 2012

Key theme . Main measures in fiscal 2012 | Efforts

Expanding hiring 686 persons (including 103 of Sekisui Chemical)

HR management system improvements  Developed a business-leader training system

Deployed measures to improve abilities in the workplace

Group Human Resources
Capabilities

Measures to strengthen management

Developed career paths for diverse human resources

Career development & evaluation Internal job posting: 15 positions

Expanding training opportunities to . Group employee ratio: CSR training conducted for 67% of
Group companies new employees in management positions

. ~U.S.: Provided training for top-management and management
Training of overseas HR levels

Europe: Started training for top-management level

Global Talents China: Provided management-level training, studied common

HR measures

Globalization of HR in Japan Number of global human resources: 294

Promoting women in the workplace  Percentage of women among new-graduate hires: 28%

Expanded management seminars on women subordinates

Decent Work and - - Introduced a system for transfer to permanent, full-time
Opportunities for partner employees Y P !
Diversity - employee status

Opportunities for senior employees  Expanded hiring and training systems for lifetime careers

Safety and security Deployed mental health measures
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Human
Resources

Securing and Training Human Resources
Aiming for Sustainable Growth

Group Human Resources Capabilitiesy

As it strives to empower Group human resources to achieve sustainable growth, Sekisui
Chemical Group is advancing a variety of efforts to secure and train human resources.

In the area of securing human resources, we are not only growing numbers of new
employees hired (see “Data Book,” p. 16) but also implementing hiring in a variety of
perspectives, such as diverse human resources (see p. 33) including global human resources
(see p. 31) and women, to ensure an appropriate staffing structure.

On the subject of training of human resources, we are implementing a variety of efforts
Group-wide, centered on areas such as providing human resources with broad-ranging
experience based on consciousness of Group management and training human resources to
support business management.

Training the Next Generation of Business Leaders

In order to systematically train the next generation of business leaders to
empower Sekisui Chemical Group in the future, each year current business
leaders recommend a number of human resources as candidates to succeed
them in their own positions. The nominated candidates are trained and assigned
systematically to encourage their growth into next-generation leaders through
building up broad-ranging experience.

Group Internal Job Posting

Sekisui Chemical Group supports its employees’ willingness to take on challenges
and their career plans by providing opportunities to thrive within the Group
through posting job openings internally.

Through Group internal job posting, any qualified employees can apply for
jobs within the Group posted to the intranet, without needing the approval of
their superiors.

In fiscal 2012, 15 job openings within the Group were posted internally and
17 employees began new careers inside Sekisui Chemical Group.
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Education and Training Structure

To support its employees who make positive attempts to develop their own careers, Sekisui
Chemical Group provides a variety of training programs corresponding to employees’ levels
and positions.

Training Structure

(i) Skill and knowledge acquisition: training on coaching skills, sending employees
to external business schools, etc.

(i) Career development support: career-plan training, superior training (for sections
in which newly hired persons are assigned), etc.

(iii) Medium-term priority themes: in-house business school, global training,
manufacturing education, etc.

(iv) CSR education: new-employee training, new-manager training, etc.

Human Resources Activities and Future Developments

In fiscal 2012, we provided more opportunities for education and training than ever before
to the entire Sekisui Chemical Group. As a result, the Saijuku School, in-house business
school intended to train the next generation of business leaders, increased the percentage
of its students coming from Group companies from its previous level of roughly 10% to
approximately 40%.

The Saijuku School aims to train human resources that are able to formulate business
plans through growing on their own, by thinking deeply about the broad range of matters
involved in Sekisui Chemical Group business management.

The CSR training provided for new core personnel (those in management positions), like
the Saijuku School, saw an increase in participants from Group companies, who grew as a
percentage of all trainees from a previous level of roughly 50% to approximately 70%. CSR
training is intended to foster an awareness of the trainees’ positions as leaders on the front
lines of CSR, through sharing information on Sekisui Chemical Group’s thinking on CSR and
the status of various related measures and efforts.

Furthermore, in the program of Career Plan Training by Age, in which each individual
employee (at the ages of 30, 40, 50, and 55 years) thinks about his or her own medium-
to long-term career plan, group training, which until now had taken place only at Sekisui
Chemical’s Tokyo Headquarters and Kyoto Research & Development Laboratories, was held
in Fukuoka as well, with many employees from Sekisui Heim Kyushu Co., Ltd. taking part.

LI violilcle

When | took part in Career Plan Training by Age, |
did not have a clear vision of my own future. While |
felt very uneasy at first, | was able to analyze myself
deeply through speaking with other participants from
the same age category as me, using a variety of work- .
sheets, and as a result | was able to get a vision of my :'Z ’,
future and draft an action plan for making it real. I also

Mika Urata

North Sales Headquarters
Sekisui Heim Kyushu Co., Ltd.

was able to increase my own motivation thanks to the opportunity to listen to the thoughts of participants
from other job types and their own future visions as well.

Right now I am particularly conscious of time management. By organizing my thoughts while writ-
ing down action plans for next month, next week, and tomorrow in my notebook, prioritizing these on
the train during my commute, and then putting them into action, I have reduced the amount of overtime
work. On days when | go home earlier, | work out at the gym or dine with friends, making my days more
fulfilling than before.
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Human
Resources

Global Talents

Training Global Talents in Japan and Worldwide

Drawing out and making the most of the growth potential of each individual employee leads
to corporate growth. Sekisui Chemical Group is striving to train human resources with a
global perspective and an awareness of their responsibility to contribute to society.

Global Talents Strategies < Globalization of business >
a
Sekisui Chemical Group has production facilities outside :
Japan as well. It also is expanding its businesses overseas, Overseas adhancement of O"erstf;;;’gﬁ'ﬂfgfg‘éf;";'ﬁé’mem
chiefly through mergers and acquisitions. The current s acquisitions and other means
midterm management plan includes the target of a percentage PR
of 30% of sales overseas. Securing global human resources
In fiscal 2012, the number of overseas employees in the to support §|§d grow businesses overseas
group totaled approximately 5,400 — about 24% of all Sekisui . .
Chemical Group employees. Sekisui Chemical Group faces a
pressing need to secure and train “Global Talents” employees Training of local Training of domestic employees
managers overseas for globalization

to ensure the Group’s sustained growth in the future as
well. Based on this concept, we are advancing the following
“Global Talents” strategies:
(i) Training of local managers overseas Number of Employees Overseas
(i) Training of domestic employees for globalization

Appr

Training on Cross-cultural Communication

In not a few cases, business is unable to proceed smoothly overseas FY 2012
due to differences in cultures and values. In training on cross-cultural

communication, participants learn about subjects including methods of

communication and ways of moving forward with work by understanding

the differences between Japanese and Western cultures and their

backgrounds, through lectures and discussion. In fiscal 2012 about 170

employees took part in this training, which has been evaluated highly for

the way its practical case studies help to deepen understanding.

Policy Management Training

It is important that employees, as members of Sekisui Chemical Group,
properly implement plans in accordance with policies and draft plans

for the next period, so that they can work together toward the same

goals. Policy management training is conducted at Group companies
overseas as an opportunity for sharing information on the fundamentals of
Sekisui Chemical Group policy management and deployment and on the
organization and ways of working. In fiscal 2012, 85 employees took part
in this training. Policy %

- 3 -ﬂ
NS Y
v 1

management

training \ )
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Globalization of Human Resources in Japan
International Recruiting

Sekisui Chemical Group aggressively hires human resources with experience

living overseas, such as non-Japanese candidates and Japanese foreign
exchange students.
In particular, we continue to hire large numbers of international

students from Japan at the Boston Career Forum*, one of the largest job fairs

in the United States, where we have taken part since 2008.

In hiring of new university graduates in Japan as well, we clearly identify
“Global Talents” employees as one of the ideal types of human resources we
seek to hire. As a result, the percentage of new graduates joining the company

in fiscal 2013 with experience living overseas was 21 percent.

* Boston Career Forum
A Japanese-English bilingual job fair begun in 1987. More than 5,000 people take part in this event
each year.

Training of Domestic Employees for Globalization

Global Employee System

A total of about 1,600 Group employees in Japan have signed up for the
Global Employee System intended to train “Global Talents” employees.
These employees undergo training on different cultures and specialized
training as needed for overseas assignment. Through this system, we aim
to increase the number of Japanese employees immediately ready to
serve overseas to 300 by fiscal 2013.

Global Trainee Program

Sekisui Chemical Group has established the Global Trainee Program

to enable participants to build up real-world experience overseas. This
program sends applicants with sufficient levels of experience in specific
positions such as sales, accounting, and development to actual positions
at overseas affiliates.

lH violilcle]

I am on assignment at Sekisui Industrial Piping Co., Ltd.
in Taiwan, under the Global Trainee Program.

Here | am responsible for a broad range of topics
from improving efficiency in extrusion-molded prod-
ucts through development of new raw materials, joints,
and resin valves.

When first assigned overseas, | realized the dif- \}

ficulty of communicating in a different culture. How-
ever, through working hard to do my job, | became

Number of Japanese Employees as “Global
Talent” Employees
Py 294

149

2009 2012 (FY)

Daisuke Inosaka

Sekisui Industrial
Piping Co., Ltd.

P

aware of the importance of not just the specialized job abilities but also of an understanding of history,
culture, and language. While | face difficulties every day, often | am able to truly experience growth as a

result, and this encourages me to try harder.

I think the Global Trainee Program is a good opportunity to improve not just one’s specialized job
abilities but also the language abilities and awareness needed as a global professional. I too would like to
be a professional who can demonstrate leadership on the world stage in the future.

Corporate Social Responsibility Report 2013

32

S3dUdUIWOoAd 334y |

JuswuodiAug

Aend ® so

USD pue ssauisng

Auedwo?) Suisnoy

|elusWwuoIIAUg R

Auedwo) syonpoid
aInjonaisedjul ueqin

Auedwo) sonseld
2ouBWIONA YSiH

UYSD Jo saseg



Human
Resources

Decent Work and Diversity,

Building Workplaces where Employees Can
Thrive with Vitality

Sekisui Chemical Group is advancing efforts aimed at building workplaces where diverse
human resources can work with peace of mind. This is intended to respond to rapid
globalization of business and diversification of market needs and to continue the sustained
growth of the group itself into the future.

We are carrying out activities to ensure that diverse human resources can do rewarding
work with vitality while putting to use their own individual values and experiences, through
enhancing relevant systems, holding training and seminars, and raising awareness via the
intranet and Group bulletins.

Work-Life Balance

Work-Life Balance

Sekisui Chemical Group believes that a sound
work-life balance is an effort to realize personal
growth and self-realization at the same time

as company growth. Accordingly, we are
advancing various efforts to realize a sound D T
work-life balance, considering it important for # Creating new value ® True feelings of growth e new value

Sustained business growth

Rewarding work
Motivation in life |

.. . ¢ Improving skills @ Teamwork Improving skills *,
employees to have enriching lives both on and  a motioatiofs . - - and motivation
A Efficiency, Efficiency,
off the JOb modulation modulation

In fiscal 2012, we made progress on

. ) i i Energy for
building systems for making time available

tomorrow

Diverse
values q a,5q
©® Community activities © Self-development

outside working hours, and in fiscal 2013 . ® Voluntary activities @ Home life, health
a system began that requires application Growt @ PTA activities, etc. Diverse @ Leisure time, etc.
in advance for overtime work. Designating o Perience

November as “Work-Life Balance Month,” U

we promoted realization of a sound work-life
balance through efforts including providing a

Individual (self)

work-life balance check on the intranet and e
encouraging employees to list the things they
would like to do outside working hours.

Women’s Empowerment

With the need to respond to diversifying market needs and a decreasing working population
due to the aging of society in the background, Sekisui Chemical Group deploys a variety of
efforts to enable highly motivated women employees to continue to work with vitality. These
efforts include proactive hiring of women, various training programs, career support for
women, and support for balancing work and various life events.

As a result, the number of women promoted to line manager positions has increased, as
opportunities for women to thrive have grown steadily.
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Supporting Raising the Next Generation -
. Lunch :
Children meeting 3
=]
]
In fiscal 2012, in addition to support for employees who are working g
mothers, we also focused on support for younger women who will 3
face various life events in the future and for their superiors.
Through activities including holding lunch meetings between
young women researchers and senior colleague working mothers, ™
preparing a guidebook on taking childcare leave, holding orientations =
on childcare leave, and providing support for career planning after 3
returning from the leave, we are making progress from a variety of el
approaches on building an environment in which highly motivated
women can balance work and raising children more smoothly. e
a
sl
£
«:UOBAN

Hearing about the experiences of mothers nicely balancing work and
home life and those ready to return to the workplace after having
children helped me to learn not only tips on how to work and use
my time after starting a family, but also that there are things that | can
and should do now when | can use my time freely, helping to in-
crease my job motivation. Also, | think it was very fruitful being able
i ith lei ion f h i .

t? interact with people in my same generatlorf -rom other business Kaori Takemoto
sites because | could connect with other participants who had the

. ) o ) Core Technology
same concerns as me and could build relationships in which we can Research Laboratory
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consult with each other. Urban Infrastructure & =
Environmental Products Company .
Sekisui Chemical Co., Ltd. 2
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Supporting Young Employees to Thrive B
0
Sekisui Heim Kyushu Co., Ltd., a sales company in the Housing _%
Company, holds management seminars for superiors who have 5
younger subordinates to enable them to support the successof &~ 4§ Eaaeee
younger employees who come from different generations. In vec
these seminars, focused chiefly on lectures and group work, 5;’3”;*
participating superiors learned about the backdrop of the times T
in which younger employees grew up, identified differences in g?b Bl
values, analyzed results of survey responses from young people, $85
reviewed their own growth and development processes, and took | =l e " 2 5
part in other activities as well, while drafting plans for helping s:;’;‘:;:ﬁ; Ll \ .y
their younger subordinates to grow. oy ST
2%
23
)
ERE
. Te
Supportlng Partner Employees to Succeed 23
Since fiscal 2012, partner employees working in workplaces and
scopes of duties specified in advance have had the option of choosing
to transfer to the status of permanent, full-time employees. -
In fiscal 2013, 24 partner employees transferred to permanent, g
full-time status, in which they aim to grow as advanced professionals =Y
doing practical work in the future. 2
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Safety and Security
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Aiming to Build a Global Culture
of Zero Workplace Accidents

Constructing a work environment in which employees can work with safety and security is
one of the most important subjects for management. Sekisui Chemical Group is implementing
total safety (i.e., zero occupational injuries, zero equipment-related accidents, zero
commuting-related accidents, and zero extended sick leaves) activities based on five themes*.
* Five themes

Intrinsic safety of equipment, management using OHSMS, safety education of employees, risk prevention through KY activities and other
initiatives, and auditing of health, safety, and accident prevention.

Five Pillars of Occupational Health, Safety, and Accident- " For the Safety Policies See “Data Book,”
prevention Activities ‘ and Management System p. 20,22
Management @
OHSMS .
‘ Midterm Plan (FY 2009 — 2013)
Equipment O tion and taini Midterm goal: Completing development of a
ucation and training
o Intrinsic safety of equipment «Educationtraining/ corporate culture based on
development efforts zero workplace accidents
Risk prevention .
o Risk assessment e Sites in Japan:
© Risk det_ectiOfn (KY) efforts Completing development of a structure for zero
";g;’?ﬂtﬁ"agﬁcistlgs workplace accidents by the end of fiscal 2012

55 activiti .
actvities o Overseas sites:

y R Completing development of a structure for zero
workplace accidents by the end of fiscal 2013

Auditing

® Health, safety and accident-prevention auditing

Safety Midterm Plan

Japan

In fiscal 2012, the number of occupational accidents fell by 16% from the
previous fiscal year, thanks to the contributions of preventive activities such as
efforts to prevent cases of accidents through employees getting their arms, legs,
or bodies caught in machinery by enhancing the intrinsic safety of equipment.
Efforts to raise employees’ safety awareness, chiefly among site leaders, and
measures to ensure equipment safety will continue toward the goal of building a
structure for zero work-related accidents in fiscal 2013.

Safety Audits
At sites in Japan, second-party certification of OHSMS* is being conducted,
with 41 sites having been certified as of the end of March 2013. Also, results
of the periodic self-auditing that began in fiscal 2010 showed that the number
of sites that had not reached the base level (70 points) had decreased by 70%
from 17 sites in fiscal 2010 to five in fiscal 2012. Furthermore, the results of
safety audits of 28 sites in Japan identified the need for improvement as a
tendency could be seen here and there toward problems such as the matters
identified in internal auditing becoming mere formalities.
The safety investigations that began in fiscal 2010 at overseas sites had

been conducted at a cumulative total of 54 sites through fiscal 2012.
* OHSMS (Occupational Health and Safety Management System)

Activities to manage occupational health and safety and reduce risks through implementing risk assessment

for the workplace as a whole and running through the plan-do-check-act (PDCA) management cycle, based
on occupational health and safety policies.
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Japan: Efforts at Production Sites

Safety Conference
In July 2012, the Sekisui Chemical Group Safety Conference
was held at the Kyoto Research & Development Laboratories.
A total of 193 employees and members of management took
part in activities including the annual safety awards and
introductions to examples of safety activities by sites with
superior safety performance, resolving as a group to building
a culture of zero workplace accidents.

In addition, Hitoshi Ogura, a proponent of “Naze Naze [::fce'ta’ii':lg
Analysis”*, lectured on methods of identifying causes of -
problems and the importance of doing so.

SDUAUIWOIJ DAY
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* “Naze Naze Analysis”
A method of logically identifying the factors behind why problems occurred,
through repeatedly asking “naze?” (“why?”), in order to draw out targeted
preventive measures.

Aend ® so

Fires and Explosions Countermeasures

Recent years have seen a succession of serious fires and explosions at
Japanese firms’ domestic chemical plants. Sekisui Chemical Group will
continue its efforts already underway to identify risks related to internal plant
equipment and facilities handling hazardous materials and make relevant
improvements. In addition, we plan to begin drills in which the operators
who actually handle production equipment gather together to think and
make decisions together on responses to abnormalities identified by leaders,
and to deploy these drills across business sites in Japan, in order to improve
abilities to respond to a worsening situation after an accident has occurred.

A scene
of a drill
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Japan: Efforts at Construction g
g
Enhancing Use of Construction Plans at Housing Construction Sites 2
To ensure even more thorough safety in processes handling heavy machinery and other

equipment at housing construction sites, we are revising the forms and use of construction .
plans. In fiscal 2012, we began use of a new construction plan form for construction involving o
demolition of existing structures. )
S
E

Overseas: Efforts at Production Sites N p—

Iec

23g

Occupational Safety Education Program 552

Sekisui S-Lec (Suzhou) Co., Ltd. has introduced the occupational safety education program, 033

Safety Training Halls used in safety training of employees at business sites in Japan, in order 3 gé’

to prevent accidents at its facilities in China. Its training program, planned and set up under E _§

local leadership began in November 2012, led by local trainers. In the future it will be offered "
to employees of other business sites in China as well. In addition, Kydex, LLC. (in the U.S.),
YoungBo Chemical Co., Ltd. (in South Korea), and Sekisui S-Lec Thailand Co., Ltd. have
established and are using their own Safety Training Halls as well.

Auedwo) sonseld
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Healthcare of Employees

Sekisui Chemical Group provides stress check-ups and e-learning through the intranet as self-care methods for
employees in the area of mental health. As support for providing line care at business sites, counselors visit the sites
to conduct mental health training for managers and counseling experience.

In addition, a survey takes place in September of each year to ascertain the state of health management at all
business sites in Japan. In these ways, Sekisui Chemical Group is promoting efforts to build healthy, comfortable
work environments in cooperation with outside mental health clinics and the Japan Industrial Counselors Association.

USD Jo saseg
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Providing environment-
friendly homes that can
be lived in safely and
comfortably for more
than 60 years.

Housing
Company

Safety

To Realize Customers’ Ideal Homes

With high performance and reliable quality produced at plants, Sekisui
Heim responds to the changing times and needs that vary in areas such as Comfort
family structure, locale, and living environment — for those seeking budget-
conscious homes that keep down utilities and repair costs, homes in which
they can live in comfort year long with little change in temperature, homes
that will protect their families and property from threats such as typhoons, . DitadEme
earthquakes, fire, and crime, homes that will help resolve the uncertainties Engggg:}ﬁltgl prevention
and burdens of raising children, homes in which they can live in peace of ‘ - featdires
mind even in old age, and homes that give consideration to the future of
the environment — by providing homes in which anybody can continue to
live with peace of mind for years to come.

Economic

Main issues performance
concerning
homes

Demands of society related to our business

Living in homes that provide security
even in emergencies such as

Homes that make it easy
to conserve energy

: @]
Comfortable homes as resistant as earthquakes, fires, and typhoons /
possible to the effects of climate r Living in safety and cormort Rl Homes that are good for both their
u ving In salety and comior residents and the environment
O k over the years
\J

Business Value Chain

Important JE TP : . Quality assurance in production sy Energy conservation
Efficient Utilization of Resources e o Y luring home use > p.39,41

)

Main materials
Lumber
Steel frame
Plasterboard o)
Glass wool .
ot J Transporting |

modular units

Other materials, Production plants Construction site

equipment, devices, etc. ¢
Kitchens, modular bath units,

solar panels, plumbing, wiring,
etc.

~

n business)

'

Rem:)de]i
b4

e Preventing accidents in production fiaeany  Sales-personnel 42
[USS and construction [y education and training 9p

Fami S (

Construction business partners




Box-Rahmen structure

_ Building Reliable Homes 3
'-».,‘* b o
. P 2 I
: g
Sekisui Heim is making progress on building strong homes that protect the families E)
that live in them from damage resulting from earthquakes, typhoons, fires, and other 2
causes. As part of these efforts in the area of seismic resistance, it builds strong ‘
homes capable of withstanding even a massive earthquake, through GAIASS, the
first compound seismic isolation system in the residential industry, combining the .
Box-Rahmen structure* that uses modular construction to absorb powerful shocks z
with high-performance exterior walls to distribute shocks. Through these activities in %
addition to others such as its consulting services combining experiments using actual g
buildings and a seismic-performance simulation system, we deliver homes that can
give their residents true peace of mind. WA B e
* Box-Rahmen structure
A modular-unit structure in which pillars and beams are joined together in a box shape, so that even a single unit can 3]
demonstrate strength like that of a shelter against massive earthquakes. g
. . Z
Balancing Ecology with-Economy
\“'"'-w\..,_.‘ > % = . : S, MW W,
g g T
A look at the COz2 emissions during the entire life . 3
. Number of Solar Homes Built z
cycle of a home from procurement of materials 2
through construction, living in the home, 120,000 (Homes) 1 24,41 3 . g
demolition, and disposal or recycling shows that 3
COz2 emissions during living in the home account ’
for a share of 60 — 80%* of the total, and as such
there is a strong need to reduce these emissions.
Together with its customers, Sekisui Heim 80,000 =
has strived to reduce use of electricity in the / 2.
home, for example by moving quickly to install 70,000 ¢ g
solar power generation systems that put natural ]
energy to use. The Zero-Utility-Cost House, 2
which greatly reduces CO2 40,000 45,000 ¢
emissions from energy used /
for living and keeps down 30,000 s 3
annual utility costs, can be z
described as a home that Sl f b e wih sl s
achieves balance between 0 ./ E
ecology and economy. 1997 2003 2005 2009 2012 (Yean E
* Source: Sekisui Chemical estimate
zec
238
_Supporting Custome AR
. = = 582
== e TES
Homes need to be able to maintain their functions and alime Sultiktshithe Brokerage of the Provision of N

. . 8 . Quality Housing Stock Association®'
performance over time so that their residents can continue

L . : Six oth
to live in them in comfort for a long time and leave them to m S
the next generation as assets to society. 11.3% g;
Sekisui Heim supports residents in living in their Company C oz
. . 117 homes Sz
homes for 60 years from when they first move in, through 85 23
. . . . . . . . o, >
detailed periodic inspections and diagnostics conducted six D% S 23
months, one year, two years, and five years after moving company B Sekisui Heim
in and then every five years thereafter. In addition, through 13.75
. e % %
keeping records of home use including maintenance based .
on a resident database system distinctive of industrialized Company A 368 homes 542 h o ®
. . . omes
houses and of renovation to meet changes in family 26.9 3
. P . . . Yo b
structure and lifestyle, Sekisui Heim increases the asset X
value of homes as residential stock. *1. Graph figures are for the period of August 2008 — December 2012. 2

*2. Of the 1,368 homes sold through brokerage of the 10 members from
the Provision of Quality Housing Stock Association, 542 were sold
by the Sekisui Heim real-estate group. (As of February 2012)
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Shin Smart Heim with Solar Power
Generation, HEMS, and Storage Cells

Since the Great East Japan Earthquake, the way customers think of their homes has changed considerably,
as they have come to demand not simply energy-conserving homes but ultra-efficient ones that are gentler
on the environment and ready for power risks in an emergency.

To respond to such needs, Sekisui Heim began sale in April 2012 of Shin Smart Heim homes that
bundle together three systems: solar power generation system, Smart Heim Navi home energy management
system (HEMS), and e-Pocket large-capacity storage-cell system, to create, conserve, and store energy.
Demonstrating its advanced ability to propose solutions using the Smart Heim FAN consulting service and
other offerings, it delivers smart solutions to customers across Japan.

Sekisui Heim has built more homes equipped with solar power generation systems than any
other company in the world,* and its modular construction method makes it possible to equip
homes with large-capacity solar power generation systems. A typical home of roughly 132
. square meters can be equipped with solar power generation systems to generate more than 6
GT“eratmg kW of power, and the average home in actual use is equipped with 4.86 kW of power.
Electricity

* In February 2012, Sekisui Heim was named by Guinness World Records™ as the builder of the largest number of
solar-powered homes in the world. (It had built 124,413 solar-powered homes as of December 2012.)

Using
Electricity

The e-Pocket stationary large-capacity lithium-ion storage-cell The Smart Heim Navi system stores data on the results of a survey
system developed independently by Sekisui Heim provides three of 16,000 homes equipped with solar power generation and
modes that enable it to be used in different ways to suit resi- 9,000 Smart Heim homes.* This data is used to provide consult-
dents’ lifestyles and ways of thinking. ing services on the optimal electricity use for each home.

* As of April 2013

e-Pocket’s Three Modes Overview of Smart Heim Navi

(i) Emergency operation mode (during power failure)
(i) Economy mode (keeps down utility costs)

(iii) Green mode (keeps down electricity purchased)
Standard Smart Heim
Generation of Navi equmenl
electricity

, e-Pocket large-capacity
Il (((‘ /«——

|
\
- storage-cell system
(cloud)
lnformauon collection Measurement  Distribution

(i) (iii) .
'.-“ | equ,pmem equipment  switchboard
m— Large-capacity T nternet k—_ Air-conditioning
— Broadband router
Sy ——
-. Eco Cute

Data
center

Home electricit

solar power

(i) (iii)
Nighttime use

(0]

Ol
IIZIK\“

=
Sal(-.i of s .pEus I-II Living room
Sectuicity Power company i o
(i) Gi
of power alin, e-Pocket large-capacity
(ii) Late-night use (i) Smartphone Extg&nal ngcne /V storage-cell system

Late-night
storage
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Customer
Feedback

Since installing the Smart Heim Navi system we now are able to ascertain
the days and times when each room and each piece of equipment uses a
large amount of electricity. This is truly convenient. Since we can identify
clearly where we use electricity and how much, we are thinking as a family
about ways of saving energy more effectively, such as starting with the

SDUAUIWOIJ DAY

places where we use large amounts of electricity. §

Customer N, Osaka Prefecture 3

3 @

Q

. . . / . . o]

Sekisui Heim’s Smart Heim City o

Subdivisions 2

e e g

E

Sekisui Heim is developing the new subdivision brand Smart , o g

. . . TR . Rendering of a completed Smart Heim City street scene »

Heim City across Japan, to make not just individual residences but 2

towns themselves smarter. In 2013, it introduced the new “disaster S

mitigation” concept proposed by Prof. Yoshiaki Kawata of Kansai ¢

University. By incorporating auxiliary emergency power-supply

functions, smooth evacuation routes, park facilities capable of use

for emergency food distribution, and other elements to increase -

disaster-mitigation abilities in addition to using its existing energy- el

conservation and economic capabilities as well as the seismic 2

resistance of the buildings themselves, Sekisui Heim is advancing the ]

building of communities that can deliver even higher levels of safety =

w

=~

and peace of mind in the event of an earthquake or other disaster.
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New Plant in Thailand 278
33
3=
BES
The desire for comfortable, eco-friendly homes is not exclusive New plant in Thailand = 8
to Japan but is a dream shared the world over. In 2009, Sekisui o
Heim established a joint venture to produce and sell homes in z=
Thailand as its first full-fledged move into overseas markets. In g3
. . . . . . Lo
March 2013, it completed construction in an industrial park in 0
Thailand of a plant to mass-produce modular homes, with the F
capacity to produce 1,000 homes per year. 23
This new plant will both make Sekisui Heim’s home
business in Thailand a full-fledged business and supply homes,
parts, and materials to nearby countries as a base plant for Asia.
g
.
Y
2
=~
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Sekisui Heim with Advanced
Air-Conditioning and Ventilation Systems

Today, worries about the effects of air quality on health are increasing, as can be seen from the
society’s concern about pollutant particulate matter such as PM 2.5.

Under such conditions, 97% of customers using Sekisui Heim'’s exclusive KAITEKI AIRY (in
steel-framed Heim series homes) and AIR WORKSHOP (in wooden GRAND+TO YOU homes)
air-conditioning and ventilation systems have reported that since moving in they have “truly felt
the cleanness of the air.”*' Sekisui Chemical homes featuring KAITEKI AIRY and AIR WORKSHOP
technologies have been evaluated highly too, as for example 92% of respondents in a survey of
medical doctors, who can be described as health experts, reported that they themselves “would
like to live in” such homes and 97% said that the homes “support healthy living.” These are the
first single-family residences to earn AskDoctors certification as products verified by doctors.**

In fiscal 2013, the Doctors” Air Models of homes supporting healthy living wi<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>