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I Basic Concept

SEKISUI CHEMICAL Group’s basic policy on corporate gover-
nance is to pursue sustainable growth and raise corporate value
over the medium to long term, and we will hold firmly to this
policy under the next Medium-term Management Plan as well.
To achieve this, we are increasing management transparency and
fairness and pursuing swift decision-making. At the same time,
we will continue to meet the expectations of the Group’s five
important stakeholders—customers, shareholders, employees,
business partners, and local communities and the global envi-
ronment—through the creation of social value as stated in our
Corporate Philosophy.

Il SEKISUI Corporate Governance Principles

The Company has established and disclosed the SEKISUI
Corporate Governance Principles for the purpose of further evolv-
ing its corporate governance initiatives and communicating its
corporate governance approach and initiatives to stakeholders.
In addition to the above Principles, the status of the Company’s
initiatives and its approach with respect to the Corporate
Governance Code, consisting of the General Principles, Principles,
and Supplementary Principles, are summarized and disclosed in
Initiatives to Each of the Principles of the Corporate Governance
Code.

Details of SEKISUI CHEMICAL Group's Corporate Governance
Report, SEKISUI Corporate Governance Principles, and Initiatives
on Each of the Principles of the Corporate Governance Code are
available at the following website.

m Corporate Governance
https://www.sekisuichemical.com/about/outline/governance/

Il Organizational Structure

SEKISUI CHEMICAL has chosen a company with an Audit and
Supervisory Board as its organizational structure under the
Companies Act. Under the Divisional Company Organization
System, we have adopted the Executive Officer System in order
to separate the supervisory function of directors from the busi-
ness execution function of executive officers and to ensure each
divisional company responds swiftly to changes in the business
environment.

Initiatives Taken to Enhance Corporate Governance

12 (In-house: 7; Outside: 5)

Total number of directors * Three of whom are female

Ratio of outside (independent)

directors H1.7%
Ratio of female directors 25.0%
Director’s term of office 1 year
Executive Officer System Yes

introduced

Organization to assist the

. . . . Policy Committee
president in making decisions Y

Voluntary advisory board to the
Board of Directors

Nomination and Remuneration Advisory Committee
and Diversity Promotion Committee established

From 2016: Nomination and Remuneration Advisory Committee

i From 2022: Diversity Promotion Committee
I

1 1999 12009 1 2015 1 2020
1959: Corporate Philosophy and 3S Principles established
GrOup 20 corporated into the Corporate Philosophy
PriHCiples From 1999: Corporate Philosophy 7§ Group Vision through revisions
Inltlatlves 'IiOI' i From 2022: 5 independent outside
strengthenlng | directors appointed
governance |

2015: Sekisui Corporate Governance Principles established
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Corporate Governance System Chart

* As of April 1, 2026

General Meeting of Shareholders

Nomination and Remuneration
Advisory Committee

Diversity Promotion Committee

Environmental Subcommittee

l

Appointment/
Dismissal

J

Twelve Directors of
the Board
(including five outside
directors)

President and
Representative Director

Sustainability

Policy Committee

Committee

CS & Quality Subcommittee

Budget Committee

R&D Committee

Human Resources Subcommittee

Compliance Subcommittee

Safety Subcommittee

Divisional Company
Executive
Officers Committee

Corporate
Audit Department

Py

Divisional Companies, Headquarters

DX Subcommittee

Affiliated Companies

l

l

Appointment/
Dismissal

Appointment/
Dismissal

Five Audit and
Supervisory Board
embers
(including three outside
Audit and supervisory
Board Members)

Affiliated Company

Auditor

Human Rights Subcommittee

Cooperation

v

Accountmg
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Oversight
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I Roles and Responsibilities of the Board of Directors

The Board of Directors is positioned as a body responsible for
determining basic company-wide policies, making sophisticated
management decisions, and overseeing business execution.

The Board of Directors is chaired by the Chairman, who is a non-ex-
ecutive director, and through the appointment of Outside Directors
with sufficient independence, a highly effective supervisory frame-
work for directors is established to ensure transparency and fair-
ness in management.

In principle, directors are requested to attend 100% of Board of
Directors meetings.

I Composition of the Board of Directors

The Company has set the number of directors at a maximum of 15,
including the appointment of several Outside Directors.

The Company’s Board of Directors is composed of directors who
possess excellent personal character, insight, and high ethical stan-
dards, as well as knowledge, experience, and ability.

All Audit and Supervisory Board Members, including outside Audit
and Supervisory Board Members, are required to attend Board of
Directors meetings. The appointment of Audit and Supervisory
Board Members includes at least one member with knowledge
and expertise in corporate finance and accounting and at least one
member with knowledge and expertise in legal systems.

In order to ensure appropriate decision-making in line with the
size and scope of the Company’s business, we seek to maintain
diversity and an appropriate number of members on the Board
of Directors.

Divisional Company Presidents who are business heads as well
as corporate executive officers with extensive experience and
expertise are appointed as in-house directors, alongside several
independent Outside Directors with wide-ranging knowledge and
experience as well as Audit and Supervisory Board Members with
the relevant expertise, so as to ensure the Board of Directors’ ap-
propriateness of diversity and size, and balance of skills to effec-
tively fulfill its roles and responsibilities. In addition, three female
directors have been continuously appointed since the Annual
General Meeting of Shareholders held in June 2022.

We believe that the above ensures diversity among members
on the Company’s Board of Directors in terms of both skills and
gender.
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Attendance of Directors and Audit and Supervisory Board Members About the Age-Group Composition of Officers

* As of March 31, 2026

Attendance at

Years in office

(June 2026, as of /::tggifgz(: ;\ttt:ngi?gﬁz Nomination and Attendance at .
Position the conclusion . u Remuneration Diversity Promotion Number of directors Male 0 0 0 2 7
. Directors Supervisory Board : . . .
inthe Company of the [_ieneral TS S Advisory C_ommmee Committee meetings by age Female 0 0 0 0 3
I T
0, 0, 0,
Sitaate Director 12 years (13?1/70) - 1(399? 1(2%0 @ Outside Director
President and 94% 100% 100% We have appointed independent Outside Directors with a wealth of management experience and
tkusuke Shimizu | Representatie Director | 7 years (16/17) - (1) (3/3) expertise across different backgrounds to provide oversight and advice and to contribute to the
enhancement of our corporate value. In particular, we receive advice from a variety of objective
Teiji Koge Director 21 years (13%’) — 1(?3%’ 1(2%’ perspectives on such priority management issues as global expansion, business model innova-
o tions, and the strengthening of ESG management.
irector
Vel (T Se”i”'\"agagi”g " years (13%) — - - Hiroshi Oeda, Outside Director
Executive Officer . . . . .
Director Mr. Oeda serves as Corporate Special Advisor at Nisshin Seifun Group Inc. As a management ex-
1 0, - -y - - - - -
N\I(?)Zi}:éie Senior Managing 2 years (135’1/;) — — — ecutive of the largest milling company in Japan, the Company expects him to provide advice with
Executive Officer respect to the business management of the Company and supervise business execution appro-
Director . H : : : H
Ty Managing Exocutive 1 years (13%,) _ _ _ prlaltely by Ieverqgmg his abundan_t experience and skill regardllng global cprporat_e management,
Officer business strategies, and M&A activities fostered throughout his career. His appointment reflects
Kazuya Director 5 vears 100% B 100% the Company’s judgment that he will contribute to the enhancement of the Group’s corporate
MUrakam) Executive Officer Y 7n7) — (373) value through his advice on management and provision of appropriate oversight over business
. ; Independent Outside 100% _ 100% 100% H
Hiroshi Oeda Director 8 years (17/17) (9/9) (3/3) execution.
i 0, 0, 0, H H H
T |ndepe[;1i(::2ttot:utsme 4years (13?1/70) _ 1(3%: 1(2%0 Haruko quakl, OutS|_de Dlr_ector _ _
Ms. Nozaki has experience in human resources and education at HORIBA, Ltd., as well as a high
1 0, 0, 0, - - - 0 - - -
Miharu Koezuka '"depe[;‘i‘:sgtto(:”ts'de 4 years (13?1/;) — 1(3%’ 1@%” level of insight into the promotion of diversity and development of the next generation. She currently
Independent Outside 100% 100% 100% serves as Executive Vice-President of Kyoto University and External Director of West Japan Railway
. . . o ‘o (] - - . . - -
Machiko Miyai Director 4 years (1717) — (9/9) (3/3) Company.The Company expects she will provide pertinent advice on medium- to long-term issues
Yoshihiko Independent Outside 3 vears 94% 100% 100% centered on her knowledge of human resources, and that this will contribute to the enhancement of
Hatanaka Director Y (16/17) B (9/9) (3/3) the Group’s corporate value.
Full-Time Audit and
T . 1009 1009 . . .
fZngfnsi” Supervisory Board 3years (17/1/}’) (15,1/3) - - Miharu Koezuka, Outside Director
M . . .
o erlbedr_ ; Ms. Koezuka has served as Representative Director and General Manager of Planning Headquarters,
- it .
Michio Sakai | Supenisory Board 1 yoars 100% 100% _ _ and General Manager of Sales Headquarters at Takashimaya Co., Ltd. As a member of the man-
(14/14) (11/11) . :
Member agement team, she has been involved in the management of the company for many years. She
Yoshikazu Independent Outside 100% 100% currently serves as an Outside Director of Nankai Electric Railway Co., Ltd. Her appointment reflects
Minomo A”dgozr:ﬂ f,,”eprﬁ[)‘gf‘"y 4years (1717) (15/15) - - the Company’s judgment that she will utilize her experience in a variety of industries to provide
Waky Independent Outside 100% 100% diverse and accurate advice, and that this will help enhance the Group’s corporate value.
Shinmen A“dgo'::ﬂ f,l”epme[)‘gf‘“y 3 years (1717) (15/15) - -
Independent Outside o o,
KenjiTanaka Audit and Supervisory 3years 100% 100% — —
(17/17) (15/15)
Board Member
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Machiko Miyai, Outside Director

Ms. Miyai has held executive positions at Panasonic Corporation, and subsequently served as a di-
rector and head of the Marketing Department at Morinaga & Co., Ltd. She has a wide range of work
experience in industries different from the Group, with a focus on consumer-conscious duties. Her
appointment reflects the Company’s judgment that she will utilize her abundant experience and
wide-ranging knowledge at Board of Directors’ meetings to provide accurate advice and thereby
contribute to the enhancement of the Group’s corporate value.

Yoshihiko Hatanaka, Outside Director

Mr. Hatanaka has served as an executive at Astellas Pharma Inc., and in addition to his wide-ranging
insight into global company management cultivated through his extensive experience in Europe,
the United States, and other overseas countries, he has a high level of knowledge regarding cor-
porate integration and other matters from his experience as a corporate planning officer. Based
on these experiences and achievements, the Company expects that he will provide appropriate
advice to the management of the Group. His appointment reflects the Company’s judgment that
he will contribute to the enhancement of the Group’s corporate value.

I Assessment Relating to the Board’s Effectiveness

Every year, the Company conducts a survey to evaluate the effectiveness of the Board of Directors
for directors and Audit and Supervisory Board Members, and to evaluate the effectiveness of the
Board of Directors.

Based on the results of the survey, the Board of Directors has ascertained that there are no obvious
issues requiring immediate action and is identifying key management issues that require further
deliberations in the interest of making future improvements. We believe from the above that our
Board of Directors contributes to enhancing the corporate value of the Group and is functioning
properly.

In FY2025, the Board of Directors met 17 times and thoroughly deliberated on key management
issues, including growth strategies (R&D, new large-scale businesses, large-scale capital expendi-
tures, etc.) and fundamental strategies (Sustainability Committee reports, digital transformation,
safety, compliance, CS & Quality, etc.).

The Nomination and Remuneration Advisory Committee deliberates on the selection of candi-
dates for directors and Audit and Supervisory Board Members, as well as individual assessments
and amount of compensation. Thereafter, the Board of Directors deliberates on the results. The
Nomination and Remuneration Advisory Committee met nine times and held discussions on a
variety of issues, including the composition and effectiveness of the Board of Directors and initia-
tives to strengthen governance.

K Support for and Collaboration with Directors and Audit and Supervisory Board
Members

In order to enhance deliberations at meetings of the Board of Directors, materials for meetings are
distributed in advance and prior explanations are provided by the executive officer in charge of the
Secretariat. In addition, we provide opportunities to deepen understanding of our business on an
ongoing basis through orientation at the time of appointment, business briefings, and site visits.
In order to further enhance the effectiveness of management oversight by outside executives, the
Nomination and Remuneration Advisory Committee, which is composed of a majority of Outside
Directors, has enhanced its deliberations. In addition, dialogue with Audit and Supervisory Board
Members and accounting auditors is also conducted. In terms of succession planning, we are also
strengthening contact between the current management team and candidates for the next man-
agement level. For example, we provide opportunities for directors, Audit and Supervisory Board
Members, and executive officers to come together when establishing a new management system
after the Annual General Meeting of Shareholders.

Kl Opportunities to Deepen Understanding of the Company’s Business

In order to deepen understanding of the Company and the characteristics of the Group’s wide-rang-
ing business, we conduct business site inspections by outside executives each year and business
briefings for outside officers.

In FY2025, the Housing Company’s Development Division hosted a tour centered on new products.

Il Grasp External Trends on Economic, Environmental, and Social Topics

We share details of earnings announcements at Executive Officers Liaison Meetings held at the
time of each quarterly settlement. In addition, we invite speakers from outside the Company to
provide the latest information on economic, environmental, and social trends that are directly
related to management issues, as well as knowledge from other companies and industries.

@ FY2025 Executive Officers Liaison Meeting lecture topics
(1) Mr.Toru Muranaka, Attorney, Daiichi Legal Professional Corporation
Theme: Preventing InsiderTrading and the Responsibilities of Officers and Employees
(2) Mr. Yoshinori Isozaki, Representative Director of the Board & CEO, Kirin Holdings Company,
Limited
Theme: Kirin's CSV Management and the Challenge of Shaping Its Future
(3) Mr. TomoyukiTsutatani, Executive Officer, Resona Asset Management Co., Ltd.
Theme: How an Active Equity Fund Manager Evaluates Companies and Engages with Them
(4) Mr.Takeshi Matsumoto, Japan Innovation Network
Theme: How to Spark Innovation for the Future
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I Nomination and Remuneration Advisory Committee

We have established a voluntary advisory committee on nomination and remuneration to sup-
plement the functions of the Board of Directors and to increase the fairness and transparency of
management.

The Nomination and Remuneration Advisory Committee deliberates on matters related to im-
proving the effectiveness of the Board of Directors, including the election and dismissal of senior
management, the nomination of candidates for director, and the remuneration system and level
of remuneration for directors. The Committee also deliberates on the appointment of former rep-
resentative directors and presidents to the positions of advisors or executive advisors as well as
other relevant factors as their treatment, and submits recommendations and advice to the Board
of Directors.

The Nomination and Remuneration Advisory Committee is composed of seven members, the
majority of whom are independent Outside Directors. The chairperson is selected from the inde-
pendent outside officers.

I Remuneration and Other Compensation for Executives

@ Policy regarding determination of remuneration and other compensation

(1) Basic policy

Our executive remuneration system establishes the following policies to realize the Group's
Corporate Philosophy.

-To contribute to the sustainable growth of the Group and the enhancement of its corporate value
over the medium to long term

-To ensure that executives share a common sense of interest with shareholders and increase their
awareness of shareholder-oriented management

-To be a highly performance-linked remuneration system for executives and serve as motivation
to achieve management plans

-To improve the competitiveness of the Group and serve as a mechanism and standard that en-
ables us to acquire and retain diverse and superior management personnel

(2) Remuneration mindset

Remuneration for executive directors consists of base remuneration, bonuses, and share-based

compensation.

Compensation for Outside Directors and Audit and Supervisory Board Members consists solely

of base remuneration.

<Base remuneration>

- Regular monthly remuneration*

-Within the scope of executive remuneration, a fixed amount is paid according to the roles and
responsibilities of directors.

* Executive directors are required to purchase shares of the Company through the Executive Stock Ownership Plan
for a fixed amount of base remuneration.

<Bonuses>

- Payment is made if certain criteria are met regarding ROE and dividends.

- Determined by applying multiplying factors set for each role and divisional company-specific
multiplying factors (60% to 120%) linked to the company’s degree of achievement of targets for
financial indicators (operating income, ROIC, etc.) and non-financial indicators (GHG emission
reduction rate, recycling rate for waste plastic materials, challenge action rate, human resource
retention rate, incidence of open innovation, etc.) to a base amount linked to the entire Company'’s
operating income

<Share-based compensation>

-To further increase motivation and contribute to improving medium- to long-term performance
and increasing corporate value

- Points are awarded every year according to the position, and shares equivalent to accumulated
points during the term of service are issued at the time of retirement.

@ Determination process for executive remuneration and other compensation
We have established the Nomination and Remuneration Advisory Committee as an advisory body
to the Board of Directors in order to achieve the purposes of the executive compensation system.
This committee deliberates on the structure and level of remuneration for directors, verifies the ap-
propriateness of individual remuneration, and uses objective and transparent procedures.Through
the above procedures, the Board of Directors has determined that the content of remuneration, etc.
for each individual director for the fiscal year in question is in line with the decision-making policy.
<Overview of the Nomination and Remuneration Advisory Committee and the methodology of
determining remuneration, etc.>

-The Committee shall be convened by the chairperson (Outside Director).

-The agenda of the Committee shall be submitted to the Committee by the Secretariat, which shall
be submitted to the chairperson.

-The results of deliberations shall be reported to the Board of Directors by the chairperson.

-The Board of Directors shall respect the recommendations of the Committee and make the final
decision on the policy for determining the remuneration of directors. Committee members and
directors must make these decisions from the perspective of whether or not they contribute to the
corporate value of the Company and the common interests of shareholders, and must not aim to
benefit the personal interests of self or third parties, including the management of the Company.

-The Board of Directors decides the specific amount, timing, and method of payment of individ-
ual director remuneration based on the recommendations of the Nomination and Remuneration
Advisory Committee from the viewpoint of further strengthening the Board of Directors’ supervi-
sory functions and ensuring further objectivity and transparency.
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Officer Remuneration in FY2025 (Amount: Millions of yen)

Share-based
compensation

Basic remuneration

Category Number Number Number Number
of eligible of eligible of eligible of eligible
officers officers officers officers
(persons) (persons) (persons) (persons)
Directors 13 418 7 312 7 109 13 841
Oof wh.|ch Outside 5 72 _ _ _ _ 5 72
Directors
Audit and
Supervisory 6 83 — — — - 6 83
Board Members
Of which outside
Audit and 3 36 - - - - 3 36
Supervisory
Board Members

Note 1:The aforementioned includes one director and one auditor who retired at the conclusion of the 103rd General Meeting of
Shareholders held on June 20, 2025.
Note 2: The aforementioned amount does not include the portion of employee salary (including bonuses) amounting to 48 million yen
paid to directors who concurrently serve as employees.
EIIZ2) Notice of Convocation of the Annual General Meeting of Shareholders
https://www.sekisuichemical.com/ir/stock/shareholder_info/

@ Company Stock Ownership Guidelines for officers

For directors (excluding Outside Directors) and executive officers, we have introduced a share-based
compensation plan in order to further motivate them to contribute to improving medium- to long-term
performance and increasing corporate value. In addition, we have established the “Company Stock
Ownership Guidelines” for those who hold more than a certain number of shares.

@ Executive Officer System and Executive Committee

We have established a management system based on the Divisional Company Organization
System to maximize corporate value. Together with assigning operating officers specializing in
business execution to each divisional company, the Executive Committee has been established
to serve as the top decision-making body in each divisional company. As such, a broad range of
authority has been transferred from the Board of Directors to the Executive Committee. Executive
officers are appointed by a resolution of the Board of Directors for a term of one year.

Through the transfer of authority to divisional companies, the Board of Directors is responsible
for determining the basic management policies of SEKISUI CHEMICAL Group and for making so-
phisticated management decisions and overseeing business execution in an effort to continuously
increase corporate value.

146

I Auditing System

@ Approach to the appointment of Audit and Supervisory Board Members

The Audit and Supervisory Board has a total of five Audit and Supervisory Board Members: two
full-time in-house Audit and Supervisory Board Members and three part-time outside Audit and
Supervisory Board Members. As far as the composition of the Audit and Supervisory Board is
concerned, one or more members will have knowledge and expertise in corporate finance and
accounting, one or more will have knowledge and expertise in legal systems, and one or more will
have knowledge and expertise in manufacturing and CS & Quality, which are extremely important
for manufacturers.

Individuals with experience as a plant manager and as head of the Corporate Audit Department
have been appointed as in-house Audit and Supervisory Board Members in FY2025.

Three outside Audit and Supervisory Board Members have been appointed: a certified public
accountant with experience working at an auditing firm, a lawyer with extensive experience in
corporate legal affairs, and a university professor specializing in quality control.

I Internal Control System

In May 2006, the Board of Directors adopted a basic policy for establishing an internal control
system to ensure the appropriateness of its business.

Specifically, under the “Corporate Activity Guidelines” based on the Group Corporate Philosophy,
we closely coordinate the direction, order, and communication of SEKISUI CHEMICAL Group (the
Company and its subsidiaries). At the same time, we provide guidance, advice, and evaluation to
Group companies to ensure the appropriateness of the Group’s overall operations.

I Internal Control System Overview

In order to appropriately develop and operate the internal control system for the Company and
Group companies, our Corporate Audit Department conducted operational and accounting au-
dits of the Company and Group companies based on the annual audit plan, and audited wheth-
er business execution was conducted appropriately and efficiently. The results of internal audits
are regularly reported at management meetings. In addition, the director or full-time Audit and
Supervisory Board Member in charge reports to the Board of Directors, as necessary, on the status
of improvements made to matters pointed out by internal audits.
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Major Initiatives

I Execution of Duties by Directors

Discussions of important matters related to our management policies and strategies were carried
out at meetings of the Policy Committee, which is made up of in-house directors charged with the
responsibility of carrying out the executive function. Policy decisions were made by the Board of
Directors following these discussions.

I Execution of Duties by Audit and Supervisory Board Members

Audit and Supervisory Board members attended not only the Board of Directors meetings but also
other important meetings, carrying out confirmation of the maintenance and operating conditions
of the internal control system through operations such as investigation of related departments, in-
cluding at Group companies, and confirmation of approval documents for major projects. In addition
to personally visiting various sites for audits, they also receive reports from the Internal Auditing
Department and each headquarters department that has jurisdiction over internal control. The Audit
and Supervisory Board met 15 times in FY2025 for the purpose of sharing the information from
these reports. Audit and Supervisory Board Members regularly exchanged opinions with accounting
auditors, cooperating closely to improve the effectiveness of auditing efforts. Liaison meetings were
held with related corporate auditors to improve coordination with auditors and enhance the quality
of auditing. In addition, regular meetings were held with the Representative Director, and Audit and
Supervisory Board Members also exchanged opinions with Outside Directors.

I Group Company Business Management

Through rules such as our domestic and overseas affiliate company handling policy and affiliate
company decision-making guidelines, we have constructed a framework for getting approval and
reports from Group subsidiaries to the Company. In addition, our Corporate Audit Department
implements internal auditing, and results of audits by Audit and Supervisory Board Members of
our Group companies are collected at Audit and Supervisory Board meetings.
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. Risk Management

Strategy (Stance and Approach)

K Risk Management Philosophy

In order to realize our Long-term Vision in a rapidly changing business environment, it is essential
to take decisive risks and earn the trust, expectations, and peace of mind of stakeholders. SEKISUI
CHEMICAL Group believes that risk control and resilience capabilities that enable risk taking are
key to this end, and has positioned risk management as one of its management bases and is
working to achieve this goal.

As our Group engages in risk management, we centrally manage “risk management” and “crisis
management” before and after the occurrence of risk events. We believe that this will enable flex-
ible risk management without omission, and we have integrated prevention and minimization of
the impact when it occurs.

Under the next Medium-term Management Plan, we will connect our analysis of the risks and
opportunities that megatrends pose to the Company over the medium to long term to our materi-
ality (key issues), and we will build and operate a system that maintains consistency from strategy
formulation through to execution.

We will also continue our Group-wide efforts to reduce Group-wide major risks, working to mini-
mize risk from the two angles of risk management activities (prevention) and crisis management.

Concept of Risk Management in SEKISUI CHEMICAL Group

Enterprise Risk Management (ERM) + Crisis Management

| Normal management Emergency management ‘

Crisis

[A] [C]

gg Asses's‘men_ts for [B] Treatment for
EEd I ikeli - Prevent
23 e gion Identification of likelihoods Risk management m  secondary Prevent
o3 Assessment for ignificant g 33 emergency reoccurrence
BN each overseas area S Treatment for (prevention) &2 occurrence
= 5 group-wide risks consequences B

2 Ss
-] v 23  Prevent damage
= Assessments for = | expansion Recovery
= O . - i
g3 } each organization } sf.'fﬁitt'iﬂﬂ ‘(’)'f‘d Preparation Preparation for crises
E‘ éf' (identification/ i s for crisis
ss analysis/evaluation) [D] Disaster prevention / BCP (Business continuity plan)

m A, B: Risk management system and

C, D: See crisis management
initiatives m

system and initiatives
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& Erm (Enterprise Risk Management) Initiatives

Amid increasing uncertainty and complexity in the business environment surrounding compa-
nies, the Group believes that improving the “risk sensitivity” of its employees is essential for
the appropriate management of risks and opportunities, and continues to implement the PDCA
cycle in accordance with ISO 31000, an international standard for risk management. In addition,
each specialized department at Headquarters identifies and responds to Group-wide major risks
that are likely to lead to serious incidents in the five areas of safety, quality, accounting, legal and
ethical affairs, and information management, and from FY2024 onward, expanded the scope to
include human rights and the environment. By making it mandatory to conduct assessments in
organizational risk-management activities, we have built an ERM system to curb serious incidents
and share and manage them within the Group. The effectiveness of ERM is continuously verified
by regularly checking for uncertainties. In FY2025, we launched collaborative efforts to apply the
results of audits and risk assessments conducted by specialized departments at Headquarters
to risk management as well. For organizational risk-management activities, we comprehensively
identify different risks related to the business objectives of each organization and quantify those
risks from the perspectives of “results” and “likelihood of occurrence,” etc.

Documents Related to Risk Management

Name of Fiscal year of

document establishment Disclosure
ks M_ana_gement 2015 Guidelines on risk management approach and activities
Guidelines

Risk Management
Regulations

Requirement for consolidated subsidiaries to engage in risk management activities

2018 under Group regulations

Group-Wide Organizations Related to Risk Management

Name of
organization

Fiscal year of

establishment Roles

Deliberate measures based on input from the Group-Wide Risk Review Subcommittee and the
Subcommittees for various materialities (safety, human resources, compliance, CS & Quality,

Sty bl iy 2007 environment, human rights, and DX*) will be discussed, reported to the Board of Directors,

Commrtitzs and reflected in the risk management activities across all organizations for the next fiscal year.
(Twice a year)
. Deliberate on the rectification or modification of Group-wide major risks identified in the
Group-Wide . L . X .
. . previous year in light of changes in the internal and external environment, and whether there
Risk Review 2020

have been any changes in theirimpact or likelihood of occurrence. Submit the results and risk

il it mitigation measures to the Sustainability Committee. (Once a year)

*On April 1, 2026, the Cyber Security Subcommittee will be integrated into the DX Subcommittee.



SEKISUI CHEMICAL Group A < 149 >

Governance

HOME BACK PAGE NEXT
SUSTAINABILITY REPORT 2026
Risk Management
I Risk Management Activity Framework Risk Management System (As of April 1, 2026)
In the past, the Group’s risk management focused on identifying and responding to risks in each Board of Directors
business and organization (bottom-up approach) in line with the characteristics of a diverse range _ — : :
of businesses and business formats. Since FY2022, organizations covering 99% of consolidated Reporting and discussion Group-wide policy Environmental Subcommittee
net sales have taken part in these activities. Sustainability Committee
In addition to this, the current Medium-term Management Plan identifies risks that could have a Chairperson: President and Representative Director CS & Quality Subcommittee
significant impact on Group-wide management and business continuity (Group-wide major risks) Deputy Chairperson: Senior Managing Executive Officer,
and has built and strengthened a system of top-down approaches that are deployed in Group- Responsible for ESG Management Department, Reporting | Human Resources Subcommittee

Finance Department, Accounting Department and

wide measures as well as business- and organization-level measures. Centered on major risks, New Business Development Department,

we work with management at the Group-Wide Risk Review Subcommittee and the Sustainability Head of Business Strategy Department Compliance Subcommittee
Committee to assess risks and confirm the progress and effectiveness of the measures that should Members: Directors and Senior Managing Executive Officers,

be prioritized. Each year, for the previous year’s risk management activity results and the current including Presidents at the three divisional companies Safety Subcommittee
year’s plans, we hold owner interviews for each organization and provide feedback and advice for Reporting and discussion

improvement to risk owners and risk managers. DX Subcommittee™?

In the next Medium-term Management Plan, we will work on strengthening our ability to detect Subcommittee Chairman®': Representative Director and Senior Managing

risks globally and enhancing our risk reduction capabilities by integrating each business and or- Executive Officer Human Rights Subcommittee

Members: Officers in charge of specialized departments
Secretariat: ESG Management Department

Group-wide major risks and divisional

company risks

Assessment of area-specific risks

ganization with specialized headquarters departments.

Specialized headquarters departments/RMG (Secretariat)

Reporting Monitoring

Organization-specific ERM activities

Divisional Divisional Plants and Affiliated Affiliated

company research 1 tel L ate
business company facilities subsidiaries subsidiaries

divisions sales branches (Japan) (Japan) (Overseas)

*1 Subcommittee Chairman: Positioning of person in charge of risk management in the Company
*2 0n April 1, 2026, the Cyber Security Subcommittee will be integrated into the DX Subcommittee.
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I Domestic Crisis Management Organizational Structure

Procedures for Contacting Divisional Companies / Corporate Headquarters from the Frontline
Immediately After an Emergency Occurs

Immediately after taking action to secure safety and implement emergency measures

For business sites affiliated with the Company  For business sites not affiliated with the Company

Emergency Event Emergency Event

Receiving department at the headquarters

Related departments
President (Secretarial)

Initial Action of the Company-Wide Emergency Response Headquarters

(e.g., in the event of a major earthquake)

Receiving department at the Company

Goal time for establishing
a mini head office

(1) Large earthquake of seismic intensity 6.0 or greater

During working = Within

hours 1 hour R-1LA Al . . 5 .
During daytime =>  Within (2) Establishing a mini head office for information gathering
on a holiday 3 hours

Late nightor = By9am.

early morning the next day (3) Information gathering

[™] Safety of employees

(¥ Status of damages to facilities
and equipment

[®] Communication status

[™ Status of damages to
surrounding infrastructure

™| Public transportation status

Offices subjectto safety  WSEIRALMIINENAELS)
confirmation .
Drafta listand transmit it [RASSMEIEN IO

(6) Mini head office
closed down

Minor damages

Unclear conditions (5) Observation

(4) Information

aggregation of conditions

Safety
confirmation
complete

1 Major or wide-area damages
M Group-wide assistance required
M External response required

(9) Release of information
on the company intranet

(7) Proposal to
establish a Company-Wide
Emergency Response
Headquarters,

NO

Notification of the establishment
of the Company-Wide Emergency
YES Response Headquarters

(8) Establishing a Company-Wide Emergency
Response Headquarters

Legal and Ethical Issues

Information Management Innovation Intellectual Property Management DX

Functions of the Company-Wide Emergency Response Headquarters
(e.g., in the event of a major earthquake)

Company-Wide Emergency Response Headquarters (priority: (1) Tokyo, (2) Kyoto, (3) Osaka)
HQ General Manager (President)

Executive in Charge of Crisis Management

Divisional Company Secretary General

President

Secretariat: Safety & Environment Group/RMG

Convened from
specialized
departments
depending
on the conditions

SWajsAg uorewIo|
suone[ay a1qnd
sileyy [eba
Slleyy |eiauan

$30.n0SaY UBWNY

Divisional Company Emergency Response Headquarters

==d Crisis Management Divisional Company Acceptance Supervisor

HQ General Manager (President)

I Global Crisis Management Organizational Structure

Executive in Charge of Crisis Management

Global Crisis Management Office [GCMO]
Secretary General of GCMO: Head of Risk Management Group,
ESG Management Department
GCMO Members: The members appointed by Secretary General of GCMO

Corporate/Company
Person in Charge of
GCM

RHQ
(China Regional
Managerr) Taiwan [GICE]
Regional Manager Regional Manager

RHQ
(Southeast Asia/
Australia
Regional Manager)

RHQ (Europe
Regional Manager)

RHQ (Noth America
Regional Manager)

Business site Manager ~ Business site Manager ~ Business sitt Manager ~ Business site Manager ~ Business site Manager ~ Business site Manager
| | | | | |
Work site Manager Work site Manager Work site Manager Work site Manager Work site Manager Work site Manager
(plant) (plant) (plant) (plant) (plant) (plant)
| | | | | |

Work site Manager Work site Manager Work site Manager Work site Manager Work site Manager Work site Manager
(office) (office) (office) (office) (office) (office)
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Risk Management and Crisis Management

I Risk Management

The organizational risk-management activities are registered in our proprietary risk management
system, the Digital Dashboard (DDB), to identify and assess risks and visualize the progress of
action taken to address the risks. The DDB was implemented in Japan in FY2018, and following
the adoption of cybersecurity measures, was rolled out overseas starting in FY2024.The DDB has
an environment that can be accessed by members responsible for activity promotion, such as risk
owners who are fully responsible for the organization’s risks, risk managers who are responsible
for advancing risk management, and consultative members who are in charge of promotional
efforts. The database keeps track of the status of responses to each risk and of promotional efforts
so as to ensure the efficiency and accountability of risk management activities through cross-ref-
erencing among organizations.These activities are monitored and guided by divisional companies
and specialized departments.

Overview of Company-Wide ERM Activities
Company-Wide

ERM Activities Board of Directors | - Reporting and discussion of Group-wide major risks |

Reporting and discussion Group-wide policy

Sustainability Committee

Reporting and discussion

Group-Wide Risk Review Subcommittee

Organization-specific ERM activities (operation with risk management systems)

- Reporting and discussion of identification and assessment of
Group-wide major risks

- Group-wide risk items and the confirmation and verification of the
degree of risk

- Identification and assessment of significant Group-wide risks

- Confirmation of the status of activities of each risk management
organization

I Data aggregation and analysis I I Monitoring I

I\ Risk Management Group

Assessment of Registration
Group-wide major
risks \
v
Dashboard

DDB

Specialized departments,
divisional companies,

| Risk assessment sheet
and Corporate Audit Department

I Sharing and horizontal deployment I

191

@ Continued implementation of company risk assessments

By integrating the High Performance Plastics Company’s own legal compliance risk assessment
and shifting to an approach that uses DDB risk data, monitoring through CPA meetings, particularly
overseas, is now carried out in a practical way.

Changes in Participation in Risk Management Activities by Consolidated Organizations

Start of Egg‘:ggﬁed";%';tnaé‘fd Independence
activities e of activities

" . Risk management activity organization total net sales
——@— Sales composition ratio =

Expansion of adoption by domestic ___..---===="" S
organ_lfet_lgg_s """"""" ~""adoption by overseas organizations

%100 (%)

SEKISUI CHEMICAL Group total net sales

100 e
94 99 99 99
8 P 8 9393 ,,,,,,,,,,,,,,,,,,,,,,,, Introduction of tiered |
65 Enactment and rsnanagfernentsystemH .
— - tart of expansion to Housing
60 Revision of Basic enforcement of Group Department in FY2024 and
""""""""""""""""""""""""""""" Philosophy on Internal || regulations and risk I I o] ide in FY2025
Control Systems management regulations ompany-wide in
20 g:ompatiblexvith revised : Start of compliance-
"""""""""""""""""""""""""""" ompanies Act) - Introduction of - focused divisional

organization-specific risk company risk
1t activiti

1t (housing)

Launch of risk management project |
20 thatincorporate ERM

777777777777777777777 Establishment of Risk Management Group | : gtr:ﬁ;_fvg%?;s;}‘;"rti::s at

| all organizations

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

*Temporary decline resulting from a large-scale M&A.

Risk assessment for Group-wide major risks is mandatory at all organizations covered by risk man-
agement activities, and since FY2023, the Housing Company has continued to identify operational
risks that are considered important compliance risks and conduct assessment at all organizations
under its jurisdiction.

Kl Crisis Management

In the wake of the outbreak of COVID-19 at the end of FY2019, Corporate Headquarters took the lead
in developing and renewing BCPs for all organizations while putting in place a BCM system under
the previous Medium-term Management Plan. Under the current Medium-term Management Plan,
a person in charge of BCM promotion has been appointed, and autonomous training programs
and document reviews have been established in each organization, while efforts are being made
to constantly improve performance. We also provide meticulous support, including training for
newly appointed persons in charge of BCM promotion in each organization.
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Indicators and Targets

Kl Targets

The Group has worked to minimize the impact of earthquakes, pandemics, and other incidents
by formulating a BCP and working toward achieving a 100% operating rate. In FY2022, the Group
achieved a 100% BCP operating rate. After entering the current Medium-term Management Plan,
from FY2023 through FY2024 we ran the BCM cycle (voluntary training and document revision) to
make our BCPs function more practically, working to embed BCM operation and refine our BCPs. In
FY2025, we placed a BCM promotion manager at each organization and advanced the autonomous
operation of BCM activities. Under the next Medium-term Management Plan, we will strengthen
the identification of and response to the issues we should prepare for to ensure business continu-
ity, including across supply chains.

Likewise, for risk management activities in Japan, in FY2025 we built a management mechanism
at a higher level on top of the tiered management mechanism introduced to strengthen the auton-
omous risk management activities of each Group company, thereby strengthening management.
Overseas, we advanced the rollout of the risk management system (DDB), completed its introduc-
tion at all organizations engaged in these activities, and made monitoring by regional headquarters
(RHQs) possible. Under the next Medium-term Management Plan, we will use this mechanism to
further strengthen the governance of the organizations under our jurisdiction.

Major Initiatives

Kl Training Systems

As far as risk management activities by organization are concerned, to ensure the competence
of risk managers assigned to each organization, training for newly appointed risk managers* has
been conducted annually since FY2017. In FY2025, training was provided to 23 managers from new
organizations and newly appointed managers, bringing the total number of participants to 304.
For crisis management as well, in addition to BCP formulation courses for new organizations, we
held training for BCM promotion managers so that each organization can autonomously run BCM
activities, which involve training to maintain the effectiveness of BCPs and the review of BCPs
(FY2025 scope: 32 organizations, 73 people).

* Risk managers: Persons responsible for duties related to risk management activities in their respective organizations

Training Related to Risk Management

Category | Training name Trainees Disclosure
Members responsible .
Introductory : X The fundamental concepts of risk management
. . for duties related to risk . . . L
orientation on o (including risk management and crisis
. management activities . .
i risk management in new oraanizations management) and methods for promoting risk
Risk activities in new W orgar management (including how to operate the risk
Management organizations (president, risk managers, management system)
various department heads) :
Training for risk . In addition to the above, deepening knowledge
New risk managers S
managers and skills in risk management.
. Persons in char f BCM .
Training for persons ersons in charge o ¢ Acquisition of knowledge and competencies
. promotion in various
in charge of BCM . necessary for BCM.
organizations
Courses to enable practical crisis response
. Members in charge of BCM training using tabletop exercises and
BCM training courses . 9 9 9 tab P .
promotion maps based on disaster scenarios in each
organization.
o General training on risk management (risk
Crisis management + crisis management).
Management Overseas transfer Employees who will be Knowledge and behavioral precautions
training posted overseas to avoid cultural taboos and crime in the
host country, as well as information about
embassies and consulates.
All employees who will Content specialized in crisis management,
. be traveling overseas for including cultural customs and behavioral
Overseas business . ; L
S business and those who precautions of the travel destination, and
travel training . : . :
intend to travel to a country information about embassies and consulates,
or region with a C rank provided in an e-learning format.
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I Risk Management Activities

Under the current Medium-term Management Plan, we worked to make the activities of each
organization autonomous and to strengthen management by implementing tiered management.
Specifically, we built a mechanism in the risk management system (DDB) to deploy the risks pri-
oritized by the head office of each Group company to the branches and other units under its juris-
diction and to manage their progress, thereby strengthening governance. The management tiers
run from companies to Group companies to head office to branches, forming a mechanism that
achieves oversight through monitoring at each tier. For overseas organizations as well, we are
strengthening management by introducing a mechanism for region-by-region monitoring through
RHQs. For activities under the current Medium-term Management Plan, Headquarters provides
Group-wide major risks to all organizations, the divisional companies provide scenarios for their
own important risks (company risks), and assessment is mandatory for the organizations under
their jurisdiction. These risk scenarios also reflect the results of each audit and of the Group-wide
risk CSA.

I Crisis Management Activities

Based on the experience of the Great East Japan Earthquake, the Group totally reviewed its crisis
management system in FY2011. Since then, we have been strengthening the system and mech-
anisms. Crisis management activities are conducted in accordance with the SEKISUI CHEMICAL
Group Crisis Management Guidelines.

Crisis management liaison meetings, comprising representatives from the specialized depart-
ments of Corporate Headquarters and divisional companies, are convened three times a year.
One of these meetings is designated as a training exercise, and all meetings focus on case study
reviews and training. Specifically, we conduct a review of the Emergency Response Headquarters
Procedures Manual through drills attended by members of initial response headquarters across
the Group and confirm coordination. We also distribute the Emergency Situation Initial Response
Procedures Manual to all employees every year. This ensures that each individual can make an
appropriate initial response in the event of an emergency. In addition, since FY2019, we have in-
stalled a safety confirmation app on all employees’ mobile phones and other devices so that we
can quickly confirm the safety of employees in the event of an emergency.

Il Business Continuity Plan (BCP) Implementation

We have positioned the BCP as an essential tool to support our business strategy. In light of the
Group’s Divisional Company Organization System and wide-ranging business operations, our ba-
sic stance is that those in charge of each line of business (the heads of business units, the presi-
dents of business companies, etc.) individually determine the necessity of a BCP according to the
nature of the business. Based on this, we have recommended the formulation of a BCP and the
implementation of business continuity management (BCM) in line with ISO 22301, which standard-
izes the method of undertaking BCM. However, as different threats are increasing, it is increasingly
necessary to determine how to continue operations in the event of the loss of major management
resources over the medium to long term, and to prepare for such loss. Accordingly, as a Group-
wide initiative in FY2021, all organizations formulated or revised an emergency response plan
(ERP) with “protecting human life” as the first priority as BCP (1). Major business organizations
also positioned as BCP (2) the formulation of a resource-based all-hazard BCP to respond to all
crisis events and promoted the BCP. As of the end of FY2025, BCM has been deployed at 126 or-
ganizations. To enable each organization to run these activities autonomously, a BCM promotion
manager is placed at each organization to drive them forward.

In FY2022, we made desktop training mandatory for all relevant organizations, verified the effec-
tiveness of and made revisions to ERP documents, and completed a PDCA assessment of the BCM
cycle. In addition, with the participation of the presidents of each divisional company, we con-
ducted a task force joint drill to improve the resilience of each divisional company. Since FY2023,
individual organizations have implemented BCM operations autonomously using a simple training
tool. Going forward, each divisional company will be taking the lead in developing a system for
collaboration among bases and strengthening regional cooperation. In FY2024, we reviewed the
crisis response flow of the Company-Wide Emergency Response Headquarters as well as the roles
of relevant personnel, and we conducted desktop crisis response training (simulation training) on
the subject of the NankaiTrough for crisis response practitioners.

Through the above, in the event of an emergency that could threaten the continuance of opera-
tions, we will be able to respond quickly and resume important operations as soon as possible.
We are building a system to minimize losses to our organization and customers and to fulfill our
social responsibilities as a company. In FY2025, we conducted a drill that assumed a NankaiTrough
earthquake. In addition to the usual drills, we prepared damage scenarios in advance that included
the effects of damage to each divisional company’s supply chain and reviewed them within the
organizations. We also discussed actions toward resuming business, advance preparations, and
cross-company collaboration, and advanced our response to these issues.
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@ Group-wide crisis management tools

AllTools and Safety Confirmation System

Crisis Management Guidelines (Japan/Overseas) Emerge";‘:os(:s:ﬂ:r':: 'I\;;;tI::L?esponse

Emergency Response Headquarters Safety confirmation system BCP (BCM) Formulation Guidelines and Template
Procedures Manual (implemented at all organizations)
Disaster Prevention
Handbook

154

Il Overseas Crisis Management Activities

The Group engages in crisis management across six regions around the world in accordance
with its Overseas Safety Management Regulations. The Overseas Crisis Management Office (Risk
Management Group, ESG Management Department) plays a central role in sharing crisis man-
agement information with employees traveling on business, expatriates, and local employees,
providing them with timely warnings and instructions on travel restrictions, and taking other mea-
sures in normal times and in emergencies. In light of the increasing number of overseas bases
and the growing importance of overseas operations, we have established regional headquarters
in four major regions and appointed a manager responsible for each. In the event of a crisis, the
Regional Head and Overseas Crisis Management Office work together to gather information and
take initial action. In addition, we are building a more specialized support system in cooperation
with security and medical assistance partner companies. We also provide overseas transfer train-
ing for employees posted overseas, pre-business travel e-learning for employees traveling for
business, and country-specific training focused on public safety to educate employees on basic
crisis management issues and specific safety measures. Building on the simulation of the impact
on the Group in a contingency conducted at the Geopolitical Risk Review Meeting in FY2024, we
continued this in FY2025 to strengthen our level of response.
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Strategy (Stance, Approach, and Awareness of Risk)

I Basic Concept

Since 1999, SEKISUI CHEMICAL Group has placed the utmost emphasis on satisfying its customers
and has accordingly practiced customer satisfaction (CS) management. Recognizing that customer
satisfaction and quality are inseparable, we have engaged in CS & Quality management since 2004
to consistently deliver sufficient value that ensures we remain the preferred choice of customers. In
all of our business activities, we are thoroughly committed to service quality innovation and strive
to constantly deliver value (products and services) that meet customers’ expectations. Based on
the slogan “our quality is based on the voice of our Customers,’ the Group is united in its efforts
to refine the competence of its employees as well as the quality of its systems, products, and
services with the aim of continuously meeting the quality expectations of its customers. Our goal
is to ensure that our customers choose the Group while continuing to develop and grow together
over the long term. Recognizing that the quality that makes this possible is supported by the pro-
duction frontline, we emphasize strengthening basic quality and adhering to quality compliance.
Under the next Medium-term Management Plan, we will pursue two key objectives: minimizing
risks to our manufacturing foundation and maximizing the corporate value of our manufacturing
foundation.To achieve these objectives, we will work to strengthen data robustness, provide train-
ing on risk-reduction activities for new businesses, support business sites in becoming self-reliant
in their improvement activities, and embed a new manufacturing education system.

SEKISUI CHEMICAL Group’s CS & Quality Management Circulation Diagram

1
(Products and services)
People

: Providing value that
e meets expectations
G

(The actions of IlEElI 0'1.* g

® m®
™E
each individual) L
S @ SEKISUI Increasing corporate valu(_z..t ° }

Products Customers

Ks190s snosadsoad
‘Injooead y

aa Structures Reward for peace of mind
‘\\\'4,‘ (Leveraging the voices of and excitement ‘ ’ 0\

our customers)E @ are provided by

EO 2 continuously choosing SEKISUI

CHEMICAL products & service
CS & Quality Management Policy
https://www.sekisuichemical.com/sustainability_report/basic_policies/#anc-P03

it

=G
#o
ﬂo

Kl Current CS & Quality Medium-term Plan

Strengthening
Qms

Strengthening
CS

Strengthening
the Foundation
for KAIZEN
Activities

New Businesses
New Products
(Development
Management)

Existing Businesses
Manufacturing Daily
Management
(Manufacturing
Daily Management)

Evaluation and
Correction

CS Monitoring

CS & Quality
Information
Dissemination

Improve Quality

Expand Domains

Strengthening CS & Quality Human
Resources
(Training / System)

2023

Gate Review'' Operation and Management

[
Construction and Operation of a New Business Risk Mitigation Mechanism

[]
Support for Businesses ‘l‘ Status of Daily Management Monitoring
Requiring Reinforcement | and Support
[]

Promote Efforts to Enhance the Robustness of Inspection Data by Divisional Company
Confirm the Status of System Operation

Grasp the §tatus of Plan and Prepare for Audit Level Improvement
Audits |
[

Confirm Corrections to Major Quality Issues

Analyze the Status of Surveys Consider CS Human
Consider Improvement Measures Resource Requirements
Rebuild Media and CS & Quality Seminars, Dissemination Through

Methods New Media

Domestic: Business Site Support, Overseas: Business Site Support

Survey and Validation
atTest Sites

Enhance Group KAIZEN Activity Presentations, Promote Group-wide Collaboration Planning

Deploy to !ndlrect Improve Coordination with Each Divisional Company
Operations

| Digitize the Content of Each Training Program

| Conduct Hands-on Training and Open Seminars

Organize Manufacturing Training

Manufacturing Training
Reorganize by Job Categor
and Employee Rank

Y

>
S
)

*1 Gate Review (GR): Systematic activities (checkpoint control function) to determine whether or not to move on to the next stage.
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I Awareness of Risk

@ Prevention of defects, strengthening daily management, and the elimination of quality data
falsification

SEKISUI CHEMICAL Group adheres strictly to quality compliance. We are working to build a culture
that prioritizes quality and the prevention of fraud by continuously strengthening the foundations
that support quality through such efforts as preventing defects and strengthening daily manage-
ment. Especially with regard to quality data falsification, we have been working since 2020 to revise
organizational systems, digitalize quality data and promote data reliability, conduct quality com-
pliance education, and reinforce the review of new businesses opportunities in order to eradicate
the root causes of risk. We base these initiatives on the hypothesis that quality data falsification
can arise due to the insufficient allocation of resources to such areas as quality and organizational
systems as well as various types of both internal and external pressure.

I Formulating Quality Guidelines

SEKISUI CHEMICAL Group engages in consistent quality control across the entire value chain,
from product development to design, production, sales, and after-sales service. In order to improve
the quality of its quality control in each process, we have established and published the following
three guidelines.

@ Development Guidelines for Strengthening Quality Assurance

The purpose is to prevent quality-related problems from occurring
by predicting quality risks that may occur after commercialization.

@ Guidelines for Daily Management Activities

A summary of the basic guidelines for day-to-day management to
be implemented by the manufacturing department.

@ Contract/Specification Guidelines

The purpose is to reduce the risk of expanded compensation* re-
lated to product sales.

* Expanded compensation: Customer compensation in the case of product de-
fects that extends beyond returns and exchanges to indemnify the customer
for any products, workmanship, or objects that the customer has processed,
installed, or used, as well as for any related damages.

I “Self-Declaration for Consumer-Oriented Management” Follow-Up Activities

In January 2017, we endorsed the Consumer Affairs Agency’s initiative to realize consumer-orient-
ed management and implemented the “Self-Declaration for Consumer-Oriented Management,’*
which expresses our stance and policy on the initiative.

KZ2» Consumer-Oriented Management

https://www.caa.go.jp/en/policy/consumer_research/pdf/
consumer-oriented.pdf

* An activity in which a company declares that it will voluntarily engage in con-
sumer-oriented management, takes measures based on the declaration, fol-
lows up, and discloses details of results.

In FY2025, we worked on the following initiatives based on the “Self-Declaration for Consumer-
Oriented Management.”

@ Ensuring basic qualities

We have established a quality assurance system covering the entire process from product devel-
opment to design, production, and sales while promoting design and development management,
as well as daily management activities.

In addition, Group companies in Japan and overseas are developing and promoting Group KAIZEN
Activities, in which employees in each workplace form small groups to address various topics such
as improvements in quality and productivity.

@ Creating value that exceeds customers’ expectations

We held two CS & Quality seminars to introduce external experts and case studies to provide hints
on how to create value that exceeds customers’ expectations.

@ Upgrading technological capabilities

In the development of new products, we held one Development Prevention Seminar with the
purpose of imparting knowledge on effective and efficient methods to prevent quality problems
before they occur.

Furthermore, we operate our quality management system (QMS) on a process-based approach to
ensure processes are efficient. As far as internal audits in particular are concerned, we conducted
SPMC Internal Audit Hands-on Training at four sites to enable the use of SEKISUI CHEMICALSs
proprietary assessment tool, the SEKISUI Process Management Chart (SPMC).


https://www.caa.go.jp/en/policy/consumer_research/pdf/consumer-oriented.pdf
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@ Enhancing communication Governance
We published two issues of “Shining,” a CS & Quality information magazine that introduces pos-
itive examples of CS & Quality across the Group’s various businesses, inquiries received by the K cs& Quality Subcommittee

Customer Consultation Office, and examples of Group KAIZEN Activities at other companies.

SEKISUI CHEMICAL Group holds twice-yearly meetings of the Sustainability Committee and the
@ Providing thorough employee education CS & Quality Subcommittee, which is a subordinate committee, with respect to CS & Quality.
We conduct CS & Quality-related training for new employees. In FY2025, we began using vid- In FY2025, the CS & Quality Subcommittee met twice in total, in October and March.
eo-based training in particular to improve both efficiency and proficiency. We encourage our em-
ployees to think about our concept of “CS & Quality management” and what we can do to satisfy
our customers, so that they can apply this information in their daily business activities. CS & Quality Management Promotion System

Board of Directors
Sustainability Committee

CS & Quality Subcommittee

Chairperson: Yoshiki Deguchi, Executive Officer, Head of Manufacturing Infrastructure
Enhancement Center

Members:  Heads of Technology & CS promotion departments at each divisional company

Secretariat: CS Quality Management Group & Manufacturing Infrastructure Enhancement
Center

Divisional companies

Quality departments at each divisional company

Production sites Quality assurance section

Sales companies Technical departments
Customer consultation offices

After-sales service departments Customer consultation offices

Headquarters

CS Quality Management Group & Manufacturing Infrastructure Enhancement Center

Customer consultation offices
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I Establishment of a Quality Assurance System

The Group has established a quality assurance system that covers all processes from design and
development, production, and sales.

We have established a quality assurance system for each process and promote daily management
with an emphasis on standards. At the same time, we are focusing on manufacturing innovation,
recognizing that on-site manufacturing is the key to supporting quality.

In addition, when developing and improving products, we conduct rigorous design reviews from
the perspective of quality assurance and safety.

We have also established a system that enables us to sustain and manage services for our cus-
tomers even after sales are made.

Quality Assurance System

Product . Production .
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Sales/services &
complaints/claim resolution
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Risk Management

Il Addressing New Business Risks

SEKISUI CHEMICAL Group considers the occurrence of defects when launching new businesses
to be a risk. In order to reduce this risk, we have established and are operating the Gate Review
(GR)* system, particularly at Headquarters, as a mechanism to conduct rigorous design reviews.
We use a design check sheet that shows points to be aware of during design, and clarify the points
to be discussed during the design review. We also conduct an external knowledge review, which
aims to obtain new knowledge from internal and external experts as initial design input on indus-
tries, laws, and other matters related to new businesses.

* GR: Systematic activities (checkpoint control function) to determine whether or not to move on to the next stage.

Il Addressing Existing Business Risks

In promoting its existing businesses, the Group considers major quality issues* to be a risk that
needs to be resolved first. In order to reduce this risk, we are responding to major quality issues
based on a problem-solving flow established to resolve them quickly and appropriately. The ex-
ecutive officer in charge of quality monitors the status of correction of major quality issues that
have arisen.

* Major quality issues are issues related to the quality of our products, technologies, and services that will cause seri-
ous damage to customers, society, and the Group if they are not urgently and fundamentally resolved.
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Indicators and Targets

I Targets

Under the current Medium-term Management Plan, SEKISUI CHEMICAL Group has promoted CS
& Quality activities and set the number of events to improve the level of CS & Quality* as a KPl in
order to prevent damage to the Group’s corporate value due to serious incidents.

The results of the major implementation measures are as follows.

Final fiscal year
(FY2025) targets of the

Major
implementation
measures

Management indicators FY2025 result

current Medium-term
Management Plan

Implementation of 2 CS & Quality
Implementation of CS & seminars, 1 Group KAIZEN Activity “Global
Quality level improvement 4 times per year Group-wide Competition, and 1 e-learning
events session on customer harassment
countermeasures

Preventing the

occurrence of

major quality
issues

* Events to improve the level of CS & Quality: Group-wide CS or quality improvement events organized by the CS & Quality Management
Group.
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Major Initiatives

I Strengthening QMS

@ Strengthening daily management

When SEKISUI CHEMICAL Group transitioned toward ISO 9001:2015 certification, we devised an
original management sheet, which we dubbed the SEKISUI Process Management Chart (SPMC), to
strengthen our response to process approaches. lllustrating the management flow at a glance, the
SPMC can be effectively used for daily management
checks, corrective action, internal audits, and other
activities, including quality education.

In FY2025, we expanded the number of business
sites covered and held training for QMS internal
auditors as well as SEKISUI Process Management
Chart (SPMC) Internal Audit Hands-on Training.
In addition, we introduced Internal Audit Level-up
Training to enhance auditors’ questioning skills,
thereby improving the quality of our internal audits.
We will continue to promote initiatives to improve
our quality management system. SPMC Internal Audit Hands-on Training

@ Promoting efforts to enhance the robustness of inspection data

Since FY2020, SEKISUI CHEMICAL Group has continued to create systems as well as mechanisms
to thoroughly prevent data falsification and manipulation and to improve data integrity™.

In FY2025, we advanced the development of systems that make data-entry errors and falsification
impossible, along with on-site inspections, and confirmed that the systems at eight sites met our
standards. We also held 16 training sessions in Japan and overseas on data storage based on the
ALCOA principles.

SEKISUI CHEMICAL Group will continue to strengthen internal quality control and provide quality
compliance training to ensure that the Group reinforces its awareness toward compliance.Through
these means, we will enhance our quality assurance capabilities and extinguishing any potential
for fraud.

*1 Data integrity: a state in which the data itself ensures completeness, accuracy, and consistency.
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@ Compliance with laws and voluntary regulations regarding product safety

SEKISUI CHEMICAL Group regards product safety as the most important factor in quality. In order
to deliver safe products to customers, we strive to ensure the safety of the products manufactured
and sold by each Group company.

Safety reviews are conducted at the design and development stage to ensure product safety. In
addition, in the event that a legal or regulatory violation related to product safety is confirmed
internally or pointed out externally, information is promptly disclosed to the public and steps are
taken to quickly investigate the cause and prevent a recurrence. The same applies to violations of
product safety standards voluntarily established by Group companies.

In FY2025, there were no cases of violation of various laws and voluntary regulations regarding
product safety.

@ Product quality disclosure and labeling

In our Group, to ensure compliance with relevant laws and internal regulations regarding the
display of product quality and safety information, we establish and verify legal and product in-
formation display check items during the development stage and conduct Design Reviews (DR).
In FY2025, there were no cases of violation of various laws and voluntary regulations regarding
product quality labeling and display.

I Strengthening CS

@ CS human resource requirements

In FY2025, we put the Group’s competency requirements for improving customer satisfaction
(CS), formulated in FY2024, into practice at test sites to validate them, and we began refining their
accuracy. Going forward, we will track them at fixed points over several years and consider how
to refine the requirements and reflect them in our policies.

@ CS & Quality information dissemination

CS & Quality seminar

The CS & Quality seminar is an in-house lecture held by external experts on a wide range of topics,
including case studies of customer satisfaction and the development of organizations/human re-
sources that can provide customer satisfaction. We have held these seminars since FY2001 to raise
awareness of CS & Quality. As of the end of FY2024, a total of 70 such seminars had been held.
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In FY2025, seminars were held two times: one in the first half and one in the second half.

<71st Seminar>
What it takes to understand what delights each
individual customer

Nestlé Japan Ltd.

Marketing & Communications Division
Consumer Engagement Services Department
Mr.Yasushi Miyazaki, Mr. TakeshiTashiro, and
Ms. Aoi Sadanami

(September 29, 2025)

<72nd Seminar>

The meaning and importance of day-to-day
management:

Striving to improve performance

Quality Creation Co., Ltd.
Mr. Takeo Furuya, Representative Director
(November 6, 2025)

Publication of CS & Quality information
magazine (Shining)

SEKISUI CHEMICAL Group has pub-
lished CS & Quality information mag-
azines since FY2006 to promote CS &
Quality management. In FY2023, we
consolidated these CS & Quality informa-
tion magazines and launched a new CS
& Quality information magazine called
“Shining” in their place to accelerate CS &
Quality management as we work toward
realizing Vision 2030.

In FY2025, we published two issues of
“Shining,” and starting with No. 5, we moved
it online to make it easier to read on PCs, tab-
lets, and other devices. Going forward, we
will use readership data to help improve the
content.

Shining No. 4 (April 2025)

Shining No. 5 (December 2025)
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I Improving KAIZEN Activity Groundwork

SEKISUI CHEMICAL Group began Group KAIZEN Activities (small-group improvement activities)
in 1966 with the aim of improving the on-site manufacturing capabilities that underpin quality. In
this manner, the Group is continuing to make improvement after improvement.

@ Improving the quality of KAIZEN Activities

The Group provides support for the promotion of Group KAIZEN Activities not only to sites in
Japan but also those overseas. As a result, we were able to bolster groundwork and improve the
mindsets of support business sites.

@ Expanding the scope of KAIZEN Activities

We are implementing a plan to expand the scope of Group KAIZEN Activities to include not only
manufacturing but also indirect operations. Since FY2022, we have further deepened collaboration
with the divisional companies and held KAIZEN exchange sessions focused on indirect operations.
As a result, a forum for exchange has emerged where presenters and participants share and draw
on their mutual KAIZEN innovation and wisdom to enhance each other’s improvement capabilities
together.

@ Group KAIZEN Activity “Global Group-Wide
Competition”

The Group KAIZEN Activity “Global Group-Wide
Competition” (Group-wide presentations) is held
on a Group-wide basis every January.

“Widen the circle of KAIZEN. Raise the quality of
KAIZEN. Speed up the pace of KAIZEN! Under
this slogan, sites representing their respective
areas that won selection competitions not only

in Japan but also in Europe, the United States, ty,0o5 Group KAIZEN Activity “Global Group-Wide

China, and Asia gather together, share their competition”
Z‘

KAIZEN results across the entire Group, and
KAIZEN

contribute to strengthening the Group’s ability

to make improvements. In FY2025, we organized

a Q&A session to deepen exchange among the
executives and representatives who attended the

Global Group-Wide Competition, as well as be-

tween the representatives and the participants,

and it has been well received.

Under the global KAIZEN symbol logo newly

created in 2024, we will continue to promote

SEKISUI KAIZEN, one of the defining elements Global KAIZEN symbol logo
of the Group’s DNA.

Il Strengthening CS & Quality Human Resources

SEKISUI CHEMICAL Group conducts a variety of training programs to strengthen its CS & Quality
human resources.

In respect of quality, we conduct the following training to enhance quality management and pre-
vent quality issues.

Major Training Results

Category | Trainees Training/education and support content FY2025 result
New employees Basic quality training Once
Newly appointed Quality governance training Once

managers

Manufacturing Provision of video content on tiered quality knowledge, Conducted as

Quality employees methods training, and the like appropriate
New internal auditor training Twice
Internal auditors
Audit level-up training Five times
Development and Training to master effective and efficient prevention Once
design employees methods
cs Planning/staff Survey design training to strengthen mechanisms for Content released

collecting and using customer feedback

On top of the previous training, in an effort to address the shift to teleworking and ensure opera-
tional efficiency, we are also focusing on digitalizing training, and have developed and operate an
on-demand learning system.
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Performance Data

@ FY2025 results

No major quality issue occurred in the Group in FY2025 (based on individual divisional company
standards).

External loss costs™ came in at 72% compared with FY2022.

We will continue to strengthen Group-wide quality assurance systems, focus on design/develop-
ment processes, and promote the use of development preventive methods (such as QFD*? and
DRBFM™) to reduce external loss costs.

*1 External loss costs: Costs for handling claims related to products

*2 QFD: Quality Function Deployment

*3 DRBFM: Design Review Based on Failure Mode (a preventive approach in which problems in new designs are
discovered and solved by focusing on points of modification and change)

@ Data concerning major quality issues

Number of Major Quality Issues

(Issues)
3
2 2
1 1 1
2021 2022 2023 2024 2025
Indicator | Calculation method
These refer to product and service quality issues determined by Corporate Headquarters or divisional
company presidents, based on evaluations and judgments by the quality assurance manager, which could
cause significant damage to customers, society, or SEKISUI CHEMICAL Group and lead to the loss of
Maior society’s trust in the Group if not thoroughly resolved on an urgent basis, including:
uajlit (1) Major incidents
?ssuez - Incidents that caused harm to users’ life or body that is serious in nature
- Incidents involving product loss or destruction that may cause serious harm to users’ life or body
(2) Problems which have serious impacts on (cause serious losses to) customers, users, or society
(3) Compliance (such as with related laws and regulations) problems related to product or service quality
(4) Product recall problems

@ Data concerning external loss costs

External Loss Costs

0, .
%’é (FY2022:100) Indicator Calculation method
120 External loss Costs arising from responding to
100 99 costs product-related complaints
100 95
{ ‘_/—’\
80 72
60 e
0
2022 2023 2024 2025

@ Data on incoming contacts to the Customer Consultation Office (SEKISUI CHEMICAL)

Breakdown of Incoming Contacts (by Divisional Company) Breakdown of Incoming Contacts
(FY2025, by Content)

Housing Company Urban Infrastructure & Environmental Products Company

High Performance Plastics Company [ Medical Business | Other Complaints and Compliments
(Cases) dissatisfaction 1 case (0%)
10,000 169 cases (2%)
8,000 8,261 8033 7,888 7691
661 603 7,144 500 476
6,000 —
4318 4,398 - 4,046 3,839 FY2025
4,000 ’ 7,691cases

Business

Medical
1,038
iose |

General inquiries

o 1837 1878 2008 2225 2300 7,521 cases (98%)
2021 2022 2023 2024 2025
Indicator | Calculation method

Breakdown of
incoming contacts (by
divisional company)

Number of inquiries by telephone, e-mail, letters, and other means

Incoming contacts are recorded on Insider Net* and categorized as follows:

- General inquiries: Questions about SEKISUI CHEMICAL Group product specifications, how to
use products, construction methods, stores selling the products, and services such as repairs

- Complaints and dissatisfaction: Incidents in which customers expressed their dissatisfaction
or lodged complaints concerning SEKISUI CHEMICAL Group products or services

- Compliments: Calls during which praise was received for satisfaction with SEKISUI CHEMICAL
Group's products or services

- Requests / Expectations: What customers require of SEKISUI CHEMICAL Group products and
services (product improvements and new products, etc.), and inquiries relating to business
activities, or comments on what is expected of SEKISUI CHEMICAL Group

* Insider Net: A SEKISUI CHEMICAL Group intranet site on which details of incoming contacts to the Customer
Consultation Office are released in real time.

Breakdown of
incoming contacts
(by content)
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@ Business sites that have received third-party certification for their quality management systems
Of all SEKISUI CHEMICAL Group production sites, 87% are certified to ISO 9001.
When sites certified to ISO 13485, IATF 16949, and AS9100D are also included, the percentage is 99%.

Housing Company (Related business sites)
Technology & CS Division
Technology Department
Construction Innovation Department
Safety & Environment Department
CS Promotion & Quality Assurance
External Relations & Purchasing Division
Purchasing Department
Sekisui Global Trading Co., Ltd.
Development Division
Housing Development Department
Housing Technology Institute
Planning and Administration Department
Housing Renovation R&D Department
Hokkaido Development Office
Hokkaido Sekisui Heim Industry Co., Ltd.
Tohoku Sekisui Heim Industry Co., Ltd.
Sekisui Heim Industry Co., Ltd.
Kanto Site
Tokyo Site
Chubu Site
Kinki Site
Chushikoku Sekisui Heim Industry Co., Ltd.
Kyushu Sekisui Heim Industry Co., Ltd.
Sekisui Heim Industry Co., Ltd. Head Office
East Japan Administration Department
Supply Division
West Japan Administration Department
Sekisui Board Co., Ltd.
Minakuchi Site
Gunma Site

SEKISUI CHEMICAL CO., LTD. Shiga-Ritto
Plant

SEKISUI CHEMICAL CO., LTD. Gunma Plant
Sekisui Aqua Systems Co., Ltd.

Sekisui Home Techno Co., Ltd.

Sekisui Chemical Hokkaido Co., Ltd.
NIPPON INSIEK CO., LTD.

Sekisui SoflanWiz Co., Ltd.

Yamanashi Sekisui Co., Ltd.

Toto Sekisui Co., Ltd. Head Office and Plant
Chiba Sekisui Industry Co., Ltd.

SHIKOKU SEKISUI CO., LTD.

Kyushu Sekisui Industry Co., Ltd.
TOKUYAMA SEKISUI CO., LTD.

TOKUYAMA SEKISUI CO., LTD. Piping Plant
SEKISUI ESLON B.V.

Sekisui Chemical G.m.b.H.

Sekisui Rib Loc Australia Pty. Ltd.

Sekisui (Wuxi) Plastics Technology Co., Ltd.
Sekisui Industrial Piping Co., Ltd.

Sekisui Specialty Chemicals (Thailand) Co., Ltd.
S and L Specialty Polymers Co., Ltd.

SEKISUI CHEMICAL CO., LTD. Musashi Plant

SEKISUI CHEMICAL CO., LTD. Shiga-Minakuchi
Plant

Fine Chemicals Production Department
Specialty Chemicals Production Department

SEKISUI CHEMICAL CO., LTD. Shiga-Minakuchi
Plant

S-lec (Interlayer Film) Production
Department

SEKISUI CHEMICAL CQ., LTD. Taga Plant
Sekisui Techno Molding Co., Ltd. Mie Plant
Sekisui Techno Molding Co., Ltd. Aichi Plant
Sekisui Techno Molding Co., Ltd. Tochigi Plant
Sekisui Material Solutions Co., Ltd.

Sekisui Nano Coat Technology Co., Ltd.
Sekisui Fuller Co., Ltd. Tokyo Head Office
Sekisui Polymatech Co., Ltd.

Sekisui Seikei, Ltd. Head Office

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

Sekisui S-Lec B.V. Resin Plant

Sekisui S-Lec B.V. Film Plant

Sekisui S-Lec Thailand Co., Ltd.

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

Sekisui S-Lec America, LLC.

Sekisui Alveo AG

Sekisui Alveo BS G.m.b.H.

Sekisui Alveo B.V.

Thai Sekisui Foam Co., Ltd.

Sekisui Voltek, LLC.

Sekisui Pilon Pty. Ltd.

Youngbo Chemical Co., Ltd.

Sekisui Youngbo Hpp (Wuxi) Co., Ltd.
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Sekisui Specialty Chemicals America, LLC.
Sekisui Polymatech America, LLC.
Sekisui Specialty Chemicals Europe, S.L.

Sekisui DLUM Molding Private Limited-
Chennai-1

Sekisui DLUM Molding Private Limited-
Chennai-2

Sekisui DLUM Molding Private Limited-Greater
Noida

Sekisui DLUM Molding Private Limited-
Tapukara

Sekisui DLUM Molding Private Limited-Gujarat
Sekisui Polymatech (Thailand) Co., Ltd.

PT. Sekisui Polymatech Indonesia

Sekisui Polymatech (Shanghai) Co., Ltd.
Sekisui Polymatech Europe B.V.

Sekisui Aerospace Corporation Orange City

Sekisui Aerospace Corporation Renton/
Sumner

SEKISUI KYDEX, LCC. Bloomsburg
SEKISUI KYDEX, LCC. Holland

Sekisui LB Tec Co., Ltd.

SEKISUI CHEMICAL CO., LTD. Life Science
Business Development Department

Sekisui Medical Co., Ltd.

Sekisui Diagnostics, LLC. Burlington
Sekisui Diagnostics, LLC. San Diego
Sekisui Diagnostics P.E.I. Inc.

Sekisui Diagnostics (UK) Ltd.

Veredus Laboratories Pte. Ltd.

Sekisui Medical Technology (China) Ltd.
Sekisui Medical Technology (Suzhou) Ltd.
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Legal and Ethical Issues

Strategy (Stance, Approach, and Awareness of Risk)

I Basic Concept

@ Compliance management

In 2003, SEKISUI CHEMICAL Group established the Compliance Declaration. Based on the con-
cepts of contribution to society, being a trusted company, and complying with the law and its spirit,
we have clarified our stance of earning a high level of trust from society through compliance in
accordance with our principles and the spirit set forth in our Corporate Activity Guidelines.

We are currently aiming to grow sustainably under our Long-term vision, Vision 2030, and at the
heart of this commitment is compliance. Under the next Medium-term Management Plan, which
begins in FY2026, we are also working to improve our management ability to sustain business by
suppressing the number of serious incidents. We are working to raise the awareness of compliance
among each and every employee by promoting various compliance programs. We will continue
our efforts to further strengthen compliance management so that the Group can be widely trusted
by society.

Internal Rules, Manuals

Laws
(Laws, Government Ordinances,
Department Orders)
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I Awareness of Risk

The Group considers the risk of violating the anti-trust law, bribery-related laws, and security ex-
port control and related laws, along with the risk of leaking personal information and confidential
information, to be serious compliance risks, and is focusing its efforts on suppressing them. In
addition, the Group views compliance in a broader sense, which includes not only laws and regu-
lations, but also internal rules and regulations, social norms, and morals. In other words, compli-
ance in the Group means adapting to social demands. We recognize that this social requirement
is constantly changing. We believe that there is a risk of non-compliance without being aware of it
if we are not able to detect changes sensitively and respond to them.

Il Formulating the Compliance Policy

The Group prepared the Compliance Manual in 2003. It consists of conduct guidelines and detailed
explanations of compliance items such as anti-corruption, conflicts of interest, compliance with the
anti-trust law, accounting, and harassment, and has been used for in-house education.

Beginning in 2022, with the purpose of making our Group-wide approach to compliance known
to our stakeholders, we have formulated the SEKISUI CHEMICAL Group Compliance Policy by
extracting the conduct guides from the Compliance Manual.This policy is posted on our website.

=) Compliance Policy https:/www.sekisuichemical.com/sustainability_report/basic_policies/#anc-P09
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I System

The Group has established a realistic and effective compliance promotion system to ensure the im-
plementation of compliance management.The Compliance Subcommittee, which is chaired by the
executive officer in charge of the Legal Department, has been established under the Sustainability
Committee to oversee the Group’s compliance, and formulates policies and implementation mea-
sures. In addition, the Compliance Promotion Subcommittee has been set up at Headquarters
and each divisional company, and compliance promotion managers have been appointed to im-
plement and develop each measure. In the event of a major compliance issue, the Compliance
Advisory Board will convene to discuss follow-up measures and prevent reoccurrence.

In FY2025, the Compliance Subcommittee met twice, in May and November 2025.

Compliance Promotion System

Board of Directors

Sustainability Committee

Development of countermeasures
for individual compliance issues,
consideration of measures to prevent
their reoccurrence, etc.

Discussion of SEKISUI CHEMICAL Group’s basic policies on
compliance and formulation of measures to be implemented
in areas such as education and training

Compliance Subcommittee

Chairperson: Naoko Fukutomi, Executive Officer,
Head of the Legal Department

Members:  General managers of the Compliance Section
at each divisional company and headquarters,
and Head of Corporate Audit Department

Secretariat: Legal Department

Reporing Compliance Advisory Board
(to address problems that have
actually occurred)

Promotion of policies and
measures discussed by the Reporting
Subcommittee and other matters

Instruction and communication

Headquarters/Divisional Companies
Promotion and
development of measures Compliance

Promotion Manager

Compliance Promotion Subcommittee .
(person responsible

for promotion)

Reporting
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Risk Management

Kl Risk Management System

To implement compliance management, the Group has established a compliance promotion sys-

tem to identify and evaluate compliance risks. We also strive to reduce compliance risks and as-

certain the status of compliance through regular education, training, audits, and other means.The

following are our main initiatives related to the management of compliance risks in the Group.

- Compliance-related training, including e-learning

- Legal audits related to the anti-trust law and export controls

- Awareness-building and operation of the anti-trust law compliance program

- Dissemination and operation of bribery prevention program

- Dissemination and operation of domestic whistle-blowing system “S.C.A.N.” and overseas whis-
tle-blowing system “SEKISUI Chemical Group Global Hotline”

- Reports and deliberates on the operation of the whistle-blowing system and compliance viola-
tions at the Board of Directors and the Compliance Subcommittee

- Reports and deliberates on individual compliance violations and recurrence prevention measures
at the Compliance Promotion Subcommittee

Indicators and Targets

Il Targets

Under the FY2023-FY2025 Medium-term Management Plan, the Group worked to strengthen con-
trol over its overseas subsidiary companies with the aim of preventing damage to its corporate
value caused by serious incidents. The results of the major implementation measures are as
follows. Under the next Medium-term Management Plan, which begins in FY2026, in order to
continue preventing serious incidents, we will work to strengthen monitoring of how key rules
are operated, make compliance activities more efficient and precise, and enhance our response
to whistle-blowing reports and international compliance capabilities.

Major Final fiscal year (FY2025)

implementation FY2025 results

measures

Management indicators targets of the current Medium-

term Management Plan

Deployment rate of important rules
(regarding anti-trust law, anti-bribery, 100%
etc.) at overseas Group companies

100%
Strengthen control (567/57 companies)
over overseas

Group companies

Installation and deployment of
overseas whistle-blowing system
(number of regions)

Complete dissemination and
deployment at all overseas
areas (10 regions)

System installation at
all overseas areas (10
regions) completed
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Major Initiatives

Il Fostering Compliance Awareness

The Group has prepared and distributed to all employees the Compliance Manual, its overseas
version, the Global Compliance Manual, and the Compliance Card for portable use, in order to
foster an awareness toward compliance in each and every employee.

The Compliance The Global The conveniently sized Compliance Card
Manual Compliance Manual
(English)

Kl Compliance Training

As part of our efforts to put compliance management into practice, the Group focuses on em-
ployee compliance education. Compliance-related content is included in new employee as well
as rank-specific training. We also conduct e-learning sessions specific to compliance at least four
times a year. In this manner, we provide opportunities for all Group employees to learn about the
importance of compliance on an ongoing basis.

In FY2025, we provided similar learning opportunities to employees who do not have access to the
intranet individually, including those working on the production plant floor, by providing paper-
based training opportunities at the request of Group companies and business sites.

Il Dissemination and Operation of Internal Whistle-Blowing System

SEKISUI CHEMICAL Group has established the SEKISUI Compliance Assist Network (S.C.A.N.), a
domestic whistle-blowing system. Under the supervision of the executive officer in charge of the
Legal Department, this system is operated as a mechanism for the early detection, correction, and
prevention of compliance problems within the Group, including harassment.

Employees of the Group can use this system, whether anonymously or not. In addition to the
internal whistle-blowing system, it is also possible to report to an external independent lawyer.
Internal whistle-blowing regulations strictly protect the whistleblower, including the confidentiality
of whistleblower information, and prohibit disadvantageous treatment and retaliation. Employees
are also required to report and inform us when they become aware of compliance violations.
After receiving a report, we confirm the veracity of the facts based on interviews with the whis-
tleblower and related parties as well as various forms of evidence, and as a whistle-blowing point
of contact, we try to resolve organizational issues from an impartial standpoint. In addition, if
management is involved in a reported case, an independent person from the management team
investigates and responds accordingly.

In FY2024, we completed the worldwide launch of and awareness-raising activities for the SEKISUI
Chemical Group Global Hotline, an overseas whistle-blowing system available in multiple languag-
es to our overseas Group employees, and in FY2025 we continued to accept reports from each
area as they arose.

Additionally, in Japan, we already accept reports and consultation requests as necessary from
directors and employees of business partners who do business with our Group companies on an
ongoing basis through a dedicated form on our website.

Looking forward, the SEKISUI Chemical Group Global Hotline is being rolled out to our global
business partners as a whistle-blowing and consultation system available in multiple languages as
part of our global operations, and in FY2025 we completed its introduction outside the Americas.

Il Status Regarding the Prevention of Bribery and Corruption

SEKISUI CHEMICAL Group is a signatory and endorser of the United Nations Global Compact,
which identifies anti-corruption as a voluntary action principle. In this spirit, and under the super-
vision of the executive officer in charge of the Legal Department, we have established the Bribery
Prevention Regulations in accordance with the United Nations Convention against Corruption
as one of our internal regulations, and are promoting efforts to prevent corruption and bribery
through various means, including introducing the regulations throughout the Group. The Bribery
Prevention Regulations define bribery as the giving, offering, or promising of money or any other
advantage (including but not limited to the giving, etc., of checks, gift vouchers, travel, meals,
loans, and education or employment opportunities to friends or relatives; the same definition
shall apply hereinafter) with the intention of (i) causing a public official or an officer or employee
of a private company to take or not take particular actions in connection with his/her duties or (ii)
causing such public official or such officer or employee to use his/her position to influence other
public officials or other officers and employees to take or not take particular actions in connection
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with their duties, in order to gain an illicit business advantage.The Regulations also define the ac-
ceptance of bribes as the acceptance of, or the request or promise to receive, money or any other
advantage in connection with the recipient’s duties for improper purposes.

In addition, we have formulated the Bribery Prevention Guidelines, which summarize the matters
that Group employees must comply with when conducting business in Japan, the United States,
and China.These rules and guidelines are made widely known through the intranet, and employ-
ees can check them at any time.

As a major measure to prevent corruption and bribery, we have established and operate policies
to prevent violations before they occur. Specifically, we have identified high-risk cases and estab-
lished the following rules.

-When entertaining or giving gifts to public officials: A prescribed advance application form must
be submitted to the administrator for approval.

- Appointment of agents, consultants, etc. in connection with transactions with overseas public
officials, etc.: Appointment can only proceed after confirming that payments of remuneration to
that agent, consultant, etc. could not be deemed a bribe, that there are no reasonable grounds
to suspect that the payments could constitute a bribe, and only after a predetermined settlement
procedure has been followed.

We also provide specialized training on anti-corruption for departments that are especially suscep-
tible to the risk of corruption and bribery. In this manner, we encourage employees to learn about
the relevant rules and guidelines and use the appropriate application forms.

In addition, the Compliance Policy, Compliance Manual, and Global Compliance Manual also con-
vey policies on anti-bribery.

In FY2025, as in FY2024, questions on bribery were included in the e-learning program for employ-
ees of Group companies in Japan as well as overseas.

No serious violations related to corruption or bribery were confirmed in FY2025.

Il Status Regarding the Prevention of Transactions That Represent a Conflict of Interest

The Group has adopted the policy that when the interests of the company and our individual inter-
ests conflict, we will consider the matter from the standpoint of whether it benefits the company
and will not cause harm to the company.

In order to thoroughly implement the above policy, we formulated the “Conflict of Interest
Guidelines” in 2023. In this way, we operate rules to check in advance any outsourcing transactions
that may cause conflicts of interest.

I Promotion of Fair Transactions

In light of the Act on Proper Transactions with Small and Medium-Sized Entrusted Business
Operators (commonly known as the SME Transactions Act, formerly the Act against Delay in
Payment of Subcontract Proceeds, etc. to Subcontractors), which came into force in January 2026,
the Group has positioned fair transactions as an important compliance issue and is promoting
Group-wide efforts. Specifically, we formulated a FairTransactions Manual that clarifies the intent
of the law and the criteria for judgment, and we put in place a structure that lets directors and
employees involved in transactions act with a shared understanding. At the same time, we survey
actual transaction conditions in the field, which we use to identify and correct risks and prevent
recurrence. Furthermore, through continuous education and self-development activities such as
e-learning, we deepen understanding of the fairness and transparency of transactions and work
to embed sound, sustainable transaction practices.

Il Compliance with Anti-Trust Law as Well as Statutory and Regulatory
Requirements Relating to Advertising and Labeling

As part of our anti-trust law compliance program, we operate a business organization membership
payment system, an advance application system for contacting competitors, and a price revision
committee system. Every year, we conduct audits on the operation of the program and review the
program as appropriate. We have also introduced this program to domestic business companies
with high cartel risk.

In conducting our business activities, we comply with the Act against Unjustifiable Premiums and
Misleading Presentations and other laws and regulations in advertising and labeling, and conduct
our business activities with integrity.

No significant violations regarding anti-trust laws or advertising and labeling were identified in
FY2025.
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I Initiatives to Strengthen Accounting Compliance

SEKISUI CHEMICAL Group is working to improve Group-wide accounting skills and financial
knowledge in order to reduce risks related to finance and accounting. Accounting meetings are
held for employees in charge of accounting at domestic and overseas companies. At these meet-
ings, fiscal-related rules and accounting compliance activities are explained and shared. We also
provide training in accounting and financial literacy through study sessions and e-learning. In
addition to preventing accounting treatment errors and accounting improprieties from occurring,
we are also working to raise awareness of accounting compliance among divisions and employ-
ees involved in accounting. In FY2025, accounting meetings were held in Japan and overseas in a
hybrid format of online and face-to-face meetings. A total of 272 employees, mainly personnel in
charge of accounting, participated.

Accounting training was conducted online on a specific topic, and a total of 38 employees attended,
including video viewers. In addition, a total of 6,746 employees took the e-learning course, which
is being conducted for a wider target audience to raise awareness of accounting compliance.

K Tax Compliance Initiatives

SEKISUI CHEMICAL Group considers the payment of taxes to be one of the fundamental and
important social responsibilities that a company should fulfill. We comply with the tax laws of the
countries and regions in which we operate, and pay taxes appropriately.

The Group does not use tax havens for tax avoidance purposes. We will pay taxes appropriately
in accordance with the economic conditions of the countries and regions in which we operate,
contribute to the economies of those countries and regions, and aim for harmony and stable de-
velopment together.

Transactions with tax risks are checked with outside experts as necessary to ensure their proper
handling and to reduce tax risks.

Furthermore, as a response to transfer pricing risk, transactions are conducted in compliance
with national and regional laws and regulations and arm’s length prices in accordance with OECD
Guidelines. In order to resolve unstable tax positions, the Company utilizes Advance Pricing
Agreements (APAs) depending on the size of the transaction and the extent of tax risk. We will
continuously monitor changes in the international taxation environment, including the global min-
imum tax system, and maintain appropriate governance and compliance systems.

We respond appropriately and in good faith to investigations by tax authorities, with results report-
ed to the Board of Directors and improvements made as appropriate.Through these initiatives, we
strive to maintain good relationships with the tax authorities of various countries.

Amount of Corporate taxes, etc., Paid by Country/Region (FYE March 2025)
North

(Unit: Millions of yen)

RETED] | - | Europe | China | Asia |
Amount of
corporate taxes, 33,146 1,267 1,675 1,633 1,658 415 39,693
etc., paid*

*The above amounts are based on the “Country-Specific Report” we have submitted to the tax authorities.

I Compliance Reinforcement Month

@ Initiatives taken in Japan

SEKISUI CHEMICAL Group has designated October of each year as “Compliance Reinforcement
Month!” This is an opportunity for all employees to reaffirm the importance of compliance.

In FY2025, training was held via video streaming in Japan on the two themes of information man-
agement and insider trading regulations, with the aim of making it easier for more employees to
participate in the training by offering greater flexibility for them to do so at their convenience. In
addition, training videos used in past training have been made available on the company intranet
so that the training can be reviewed at any time (in FY2025, “Practicing Safe Automobile Driving
Management” was newly added). Videos on the above two themes newly streamed in FY2025 are
also available on the company intranet.

@ Initiatives taken during Compliance Reinforcement Month in Japan (FY2025)

1. Thoroughly disseminated the Message from the President on Compliance (October 2025) to
all Group employees

2. Conducted various compliance training programs as well as open-type legal seminars (video
streaming, two themes)

3. Introduced Compliance Reinforcement Month activities and videos for training sessions in
SWITCH Web newsletters, along with the publication of an article regarding the “Harassment
Elimination Project”

4. Conducted e-learning in Japan via the intranet (covering insider trading, information manage-
ment, and sexual harassment)

5. Conducted global e-learning using SuccessFactors (questions on human rights-related topics
and topics covered in the Global Compliance Manual)

@ Overseas initiatives

In FY2025, as in FY2024, we implemented Compliance Reinforcement Month activities in North
America, China, APAC, and Europe. Themes taken up are selected with a focus on those issues
that are judged by each regional headquarters to be of high risk to the region.
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@ Overseas Compliance Reinforcement Month initiative themes (FY2025)

North America:
1. Message from top management

2. Explanation of the SEKISUI Chemical Group Global Hotline (SEKISUI Chemical Group Global
Hotline poster contest)

3. Implemented training (the following measures were implemented at each Group company in
North America)
-Provided SuccessFactors training from regional headquarters (harassment, protection of com-
pany information, bribery prevention)

4. Conducted a survey to receive feedback on activities during Compliance Reinforcement Month

China:

1. Message from top management

2. Anti-trust law and commercial bribery survey, display of compliance posters, distribution of
Compliance Cards, revision of entertainment and gift rules, distribution of general manager and
executive handbooks, measures to prevent information leaks

3. Implemented training
*Training format: in-person
-Mandatory training (current state and issues of compliance, professional ethics and morals,

information management, bribery prevention)

-Elective training (conflicts of interest, sexual harassment, contract basics)

APAC:

1. Message from top management

2. Implemented training
+Training format: in-person, online, or recorded training
*Theme: SEKISUI Chemical Group Global Hotline

Europe:
1. Message from top management
2. Implemented training
- Online training
- Theme: training for relevant employees on the NIS2 regulations (cybersecurity)
3. Deployment of the “Acceptable Use Guideline including Al”

Kl Responding to Compliance Violations

In the event of a violation of compliance, we will conduct a thorough investigation of the employee
who committed the violation. After the investigation, the Company will take disciplinary action,
including dismissal, demotion, and salary reduction, as well as reduction of personnel evaluation,
depending on the extent and type of violation.

In addition to punishing individuals who have committed compliance violations, we are also work-
ing to prevent recurrence by correcting problems in the organizational culture that lie behind them.

Performance Data

@ Employees using the e-learning system over time

Employees Using the e-learning System Over Time

(Number of people)
25,000 23,622 23,?67 23,960
23,806 \ 24,096 ‘ 24,033

|

*Average values for four sessions conducted in each year.

However, the fourth session was underway during FY2025

15,000 when this chart was created, so the average values for the first,
"""""""""""" second, and third sessions are provided for that year.

*With the exception of certain overseas local hires, all employ-

10,000 ees of the SEKISUI CHEMICAL Group are required to partici-

pate in e-learning programs.
2020 2021 2022 2023 2024 2025
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I Number of Whistle-Blowing Cases and Consultations

FY2025 Number of Whistle-Blowing Cases and Consultations

Reports/Consultations | Number of cases

Trai
rainees Power harassment 51
Training Training content SEKISUI Attendance ; T
CHEMICAL Working conditions 60
Co., Ltd. Overseas
= Sexual harassment 13
New employee training v v 382
Workplace environmental concerns 17
Compliance training v 141
Ermpl Misuse of expenses 6
IDIOVES Training for Secretariat to the Board of v v 48
rank-based Directors Sales method related 5
training o X -
Training for dlrectors of affiliated v 34 Misrepresentation of work performance 2
companies
Export controls training v v 14 Collusive relationship with business partners 10
Compliance training v v 542 Cities 34
Harassment prevention training v v 858 VL L1771 3)7 OF TEREE 198 |/
Labor training v 150
Export controls training v v 1,305

Area-specific

Act against Delay in Payment I Donations to Political Organizations

of Subcontract Proceeds, etc. to v v 292

Subcontractors training The Group does not make illegal political contributions. In addition, donations to political organiza-

tions that promote the formulation of public policies that benefit society as a whole are managed

training Anti-trust law trainin v v 1,543 . b . . L
9 appropriately based on the Company’s decision-making standards. The amounts of donations to
Labeling regulations training v 8 these political organizations (SEKISUI CHEMICAL on a consolidated basis) are as shown below.
Information management training v v 325
Contract fundamentals training v 16 (Unit: Thousands of yen)
FY | Al

New employee training v 94 A mount

FY2021 10,690
Training for legal department staff v 43

FY2022 12,562
Overseas transfer training v v 28

FY2023 9,856
Global training Compliance training v 28

. . FY2024 7970
Information management training v 30

FY2025 8,985
Domestic training v v 30,465
North America training v 4,213

Compliance I .

Reinforcement China training v 553
Month Training for APAC region v 690
Training for Europe v 51
Global e-learning v v v 20,490
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Strategy (Stance, Approach, and Awareness of Risk)

I Basic Concept

SEKISUI CHEMICAL Group has established systems and an operational structure to ensure the

confidentiality, integrity, and availability of information systems in order to avoid serious cyberse-

curity incidents related to information management that could affect the improvement of the man-

agement ability to sustain business. At the same time, we are working to improve the information

security literacy of our employees through e-learning and incident response training.

We consider the following serious incidents related to information management to be risks that

could cause corporate value to be impaired.

1. Exploitation and destruction of data by cyber attacks

2. Large-scale and long-term information system failures

3. Leakage of personal information and confidential information, and violation of the Data Protection
Law

Under the current Medium-term Management Plan, we have worked to build and maintain robust,
sustainable cyber security capable of responding to rapid IT changes in the business environ-
ment. As a result of these activities, there have been no serious cybersecurity incidents, none in
Japan for six consecutive years since FY2020 and none overseas for two consecutive years since
FY2024. Under the next Medium-term Management Plan, we will strengthen Group-wide global
governance and establish preventive cyber security to protect personal information and prevent
the leakage of technical information.

I SEKISUI CHEMICAL Group Cyber Security Policy

The Group has formulated the Cyber Security Policy for all Group companies. This Policy is publi-
cized both inside and outside the Company. In this way, we are working to strengthen our Group-
wide cyber security measures.

IIZ2) SEKISUI CHEMICAL Group Cyber Security Policy
https://www.sekisuichemical.com/sustainability_report/basic_policies/#anc-P06
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Governance

K Information Management System

The Group has established CSIRT*' under the Sustainability Committee, which is chaired by
SEKISUI CHEMICALSs President and Representative Director, as an organization for dealing with
cyber security.

Within CSIRT, the DX Subcommittee serves as the policy-making body for information security. The
subcommittee is chaired byYoshiki Deguchi, Executive Officer and CISO (Chief Information Security
Officer), and discusses Group-wide cybersecurity measures and significant security incidents.
The Cyber Security Promotion Subcommittee is responsible for promoting measures based on
decisions made by the DX Subcommittee, and has established the Cyber Security Center as a
working unit.

The Cyber Security Center works with SOC™ to monitor networking and device security. Security
monitoring is conducted 24 hours a day, 365 days a year to ensure the early detection and recovery
of incidents.

At least one information system manager has been assigned to each site to build a cyber man-
agement system that encompasses the entire Group. Even if there is an organizational change or
a change in the information system administrator, the list management system allows us to keep
track of the presence or absence of the information system manager at each office.

In the future, we will upgrade the operation of CSIRT domestically and promote the establishment
of CSIRT at overseas Group companies.

*1 Computer Security Incident Response Team, or CSIRT.

A general term for specialized teams that receive reports, conduct surveys and enact response measures related
to computer security incidents at companies and other organizations.

*2 The Security Operation Center, or SOC. A specialized entity devoted to monitoring and analyzing threats to infor-
mation systems. Its role is to detect threats quickly and support CSIRT response and recovery activities.

Legal and Ethical Issues
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Diagram of Overall Management System

Board of Directors

* Operational Technology .
Sustainability Committee Outside

Japan Computer Emergency
Response Team/

Each divisional company

Innovation Platform Agency,

Technology . . . Japan (IPA)/ J-CSIP Coordination
Administration  management President and Representative Director Center (JPCERT/CC)
department department Provision of
(IT jurisdiction) | |(OT* jurisdiction) Reporting lApprOVﬂ| Participation information
Participation .
Head Head DX Subcommittee
Cooperato Chairp Yoshiki Deguchi, E ive Officer
P Resp le for Digital Transf Department;
Head of Manuf ing Inf Enh Center
Group head Group head
V3 Reporting «‘ Instruction
K79 - . -
Management %% Cyber Security Promotion Subcommittee
and guidance 4
Each section and affiliated company Digital Transformatlon Department
Information Systems Group head M ) .
. Managed Security Service
Section manager ‘
Reporting Appointment Reporting Instruction SoC
Information system manager Reporti Cyber Security Center Subcontracting
% V: & g eporting Y ty MSS operator*
aa P~ (] Cheggzr Supervisor Supervisor Information Systems Group,
Information  Information P Support Digital Transformation Security vendor
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I SEKISUI CHEMICAL CSIRT'’s Protection Activities

SEKISUI CHEMICAL CSIRT's activities to protect confidential information, personal information,
and information systems are as follows.

Plan: Planning and review
- Planning of cybersecurity enhancement plans

Do: Implementation of upgrade planning

- Strengthening overseas cybersecurity measures

- Educational activities for employees using e-learning

- Cyber security of the supply chain and thorough information management

Check: Inspection and assessment
- Report on risk assessment to the DX Subcommittee and report on countermeasures to the Cyber

Security Promotion Subcommittee

Act: Improvement activities
- Setting improvement targets based on the results of activities and revising action plans

173
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Indicators and Targets

I Targets

SEKISUI CHEMICAL Group has identified zero cyber security incidents as a KPI under its current
Medium-term Management Plan and taken steps to promote information management activities.
The purpose is to prevent any damage to corporate value due to significant cybersecurity incidents.
As a result of these activities, there have been no serious cybersecurity incidents, none in Japan
for six consecutive years since FY2020 and none overseas for two consecutive years since FY2024.
The results of the major implementation measures are as follows.

Major Implementation Measures

Final fiscal year (FY2025)
targets of the current
Medium-term
Management Plan

Major implementation
FY2025 results

Management indicators

measures

Raplc_i response o ier Detection to recovery time Within 3 business days 3 business days
security incidents (Japan)
Overseas deployment of CSIRT Overseas CSIRT Completion of deployment Completion of dep_loyment
deployment across all regions across all regions
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I Measures Against Information Leaks and Risks

The Group takes measures to ensure the safety of customer information, including personal in-
formation, and internal information, including confidential information, from both the perspective
of systems and personnel measures. SEKISUI CHEMICAL CSIRT’s CyberSecurity Center plays a
central role in swiftly implementing appropriate measures against external threats. Specifically,
we are constantly aware of new threats such as newly reported viruses and targeted e-mails, and
update the policies of our security products. In addition, we are working to prevent information
leaks by educating employees through e-learning and conducting audits.

CSIRT regularly holds DX Subcommittee and Cyber Security Promotion Subcommittee meetings.
The DX Subcommittee reports on the evaluation of risk countermeasures.

The CyberSecurity Promotion Subcommittee also reports on the activities related to risk counter-
measures. In addition, every year, training sessions are held for DX Subcommittee members to ex-
amine their ability to make management decisions in the event of an information security accident.

I Key System-Related Measures

The Group mainly implements the following system measures.

1. Important information is kept on the data center server, and the data center is fortified.

2. Complete separation of internal, external, and control networks using a firewall.

3. A cloud firewall is introduced that is effective even for direct Internet connections (including
remote environments).

. Next-generation antivirus on all servers and PCs.

. The above three points 2. to 4. are monitored 24 hours a day, 365 days a year by SOC.

6. Mail filters and Web filters are introduced to ensure the safe use of e-mails and the Internet by

employees.
7. User authentication infrastructure is revamped for both convenience and safety.

[S20F
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Il Key Personnel Measures

The Group mainly implements the following personnel-related measures.

1. Thorough information management by level of importance.

2. Strict confidentiality for retirees and newly hired employees.

3. Regular e-learning for all employees.
Provision of additional e-learning to employees engaged in key R&D operations.

4. Desktop training for CSIRT members (confirming contact flows and questioning ability to make
management decisions).

I Measures Against Natural Disaster Risks

Our core systems are installed in data centers that are earthquake-resistant and seismic-isolated.
This makes it possible to continue operations even if social infrastructure is damaged by a natural
disaster. In addition, by setting up data centers in multiple locations, we have built a system that
will not delay operations even if a particular data center becomes unusable. In addition, we are
working to shorten the lead time to complete restoration of operations by fully duplicating (backing
up) our critical business systems.

I Protecting Personal Information

The Group handles the individual information of its customers in accordance with our Privacy
Policy. In addition to complying with laws and regulations related to personal information, we have
established voluntary rules and systems based on our internal confidential information manage-
ment regulations to ensure appropriate protection.

In addition, we have established the Guidelines for Web Server Construction and Management to
protect the servers that handle personal data management by related companies and departments.
At the same time, management privileges, such as access rights, are restricted according to the im-
portance of handling information to ensure thorough management. Furthermore, we are strength-
ening our governance of the handling of individual (customer) information by raising employee
awareness and providing education, mainly during the Compliance Reinforcement Month every
year.

I Preventing Leakage of Technical Information

In addition to measures to prevent leaks using IT technologies, we have introduced risk-manage-
ment activities to departments that handle confidential technical information. We also provide
moral education and training for engineers, and ensure that confidentiality is strictly enforced
when hiring.



SEKISUI CHEMICAL Group

o & ow o2
HOME BACK PAGE NEXT

SUSTAINABILITY REPORT 2026

Innovation

| Innovation

Strategy (Stance and Approach)

I Basic Concept

SEKISUI CHEMICAL Group has adopted Innovation for the Earth
as a vision statement for its Long-term Vision. We also emphasize
innovation as an important driver for realizing our vision. With
climate change and other extremely difficult and urgent social
issues piling up, the importance of innovation to create new solu-
tions to these issues is increasing.

Under the next Medium-term Management Plan, based on our
Long-term Vision, Vision 2030, we have identified enhancement
areas in which we aim to further grow existing businesses in each
business domain, and innovation areas in which we will create a
new business foundation, and we will strengthen activities that
turn the new themes developed during the current Medium-term
Management Plan into results.

In addition, we launched a Group-wide innovation roundtable
initiative to identify business opportunities across business do-
mains and to regularly examine the combination of technologies.
Through this, we are working to strengthen the creation of new
products across the Group.

With regard to strengthening the core technologies that are the
source of our activities, we define technology platforms through-
out the Group and are proceeding with technology enhance-
ments over the medium to long term. At the same time, we will
focus on collaboration and open innovation with outside parties
to enhance our ability to resolve social issues by quickly creating
new value.

Governance

I System for Promoting Innovation

The Group defines technologies that are competitive and tech-
nologies that need to be strengthened as technology platforms
(TPFs), and we continue to strengthen our technologies. TPFs
are reviewed for each Medium-term Management Plan, and the
current Medium-term Management Plan stipulates 27 TPFs. In
addition, we have established a system for appointing leaders
who will lead the technological enhancement of individual TPFs
as Specialty (S) positions. “S” positions are made up of four
grades, from S1to S4. In FY2025, 41 engineers were appointed as
“S" positions throughout the Group. “S” positions are respon-
sible for driving the continuous technological enhancement of
individual TPFs and also for developing future technical leaders.

217 technological platforms
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The R&D structure for creating and promoting innovation is divided into two categories according
to the timeframe of the project. Research and development projects originating from the acqui-
sition of customer needs will be undertaken at the laboratories of each segment to enable swift
activities in accordance with the respective business environment. Meanwhile, the Corporate
Headquarters is in charge of medium- to long-term projects.The R&D Center is responsible for the
initial exploration and planning of R&D projects and the establishment of basic technologies. The
New Business Development Department is responsible for the promotion of commercialization,
and the system is designed to enable the rapid transfer of R&D to divisional companies once the
business is launched. Each segment and Corporate Headquarters has an independent intellectual
property department. The intellectual property divisions, business divisions, and R&D divisions
of each segment work together at all times, and based on the characteristics of their respective
business domains, we strive to gain a competitive advantage over our competitors, which in turn
leads to the expansion and growth of our Group’s business.

The status of innovation initiatives is monitored regularly by the R&D Committee. Discussions
are underway with top management to further strengthen innovation.

Roles of the R&D Committee

e e Con
- Determine Group-wide R&D
basic policies regarding
R&D Committee

next-generation business
Chairperson: Ikusuke Shimizu President and Representative Director

creation
Deputy Chairperson: Hisahiko Kashihara Head of R&D Center - Determine Group-wide R&D

Members: Presidents at Each Divisional Company and Executive :
Officers at Headquarters theme? and action plan's
Secretariat: R&D Strategy Group regarding next-generation

business creation

Divisional companies

Research institutes at each divisional company

juswdojanaqg

Headquarters

Bunesw ,s18010

R&D Center

New Business Development Department

Business Strategy Department

(As of April 1, 2026)
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R&D and Intellectual Property Management System

Technology breakthrough Commercialization (market launch) Mass-production

High Performance Plastics Company
Research & Development Institute,
Intellectual Property Department

@

Feed customer
demands and market
needs back to the
R&D divisions

Housing Company
Housing Technology Institute,
Management & Intellectual Property Group

Divisional company

business divisions
Urban Infrastructure & Environmental

Products Company
General Institute, Intellectual Property Center
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Medical Business
Tsukuba Research Institute, Intellectual Property Group

Technology and personnel exchanges

R&D Center
Advanced Technology Institute
Intellectual property Group

New Business
Development Department
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Risk Management

KX Collection and Analysis of Information to Respond Appropriately to Uncertainties

As innovation activities are based on medium- to long-term projections, it is important to proceed
while appropriately responding to uncertainties that will increase further in the future. It is neces-
sary to actively obtain information from outside the Company, such as social and technological
trends in Japan and overseas, and to envision possible future scenarios.

The Group’s internal think tank organization, Sekisui Integrated Research, is conducting surveys
on changes in the Group’s business environment and business continuity risks by collecting and
analyzing a wide range of domestic and overseas information. The knowledge obtained is shared
with relevant departments in the Company, and contributes to the study of specific measures.
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I Targets

In the previous Medium-term Management Plan, the Group set the number of new products and
projects as a KPI and indicator of innovation in the areas of enhancement.

Under the current Medium-term Management Plan, we have established the number of external
collaborations through open innovation as a KPI for innovation in innovation areas. Thanks to
proactive external collaboration activities, the number of collaborations exceeded the target in
FY2025. To realize our Long-term Vision we will continue to strengthen innovation in both en-
hancement and innovation areas.

Major Initiatives

I Internal and External Technology Fusion

The Group believes that collaboration with internal departments and external parties is important
for realizing innovation. Based on this concept, we are actively working on technology collabora-
tion inside and outside the Company, which we refer to as “fusion.”

Regarding in-house fusion, the Group’s R&D Center works with related departments within the
Company to promote fusion with each divisional company from the three perspectives of “fusion
of core technology,” “fusion of planning,” and “fusion of development.”

As far as fusion of core technology is concerned, we are promoting support for and collaboration
on divisional company development themes using data-utilization technologies such as materials
informatics (M) in information science, one of the basic technologies integrated into the R&D
Center, and are steadily building up a track record. We are also actively promoting the use of ad-
vanced technologies such as experiment automation and generative Al, and we are accelerating
their use through collaboration with the University of Tokyo, the University of Toronto, and others.
As for the fusion of planning, we are advancing activities that lead to the planning of new themes by
mutually understanding the technologies we hold through internal technology exchange meetings.
Turning to fusion of development, we are promoting integration through a mechanism in which
Corporate Headquarters support development themes that cross divisional company boundaries.
We are also actively promoting the fusion of key development themes with external parties. The
Group'’s perovskite solar cell currently under development was selected for a national development
project in collaboration with the University of Tokyo, Kyoto University, Ritsumeikan University,
National Institute of Advanced Industrial Science and Technology (AIST), and other parties. We
are accelerating its development toward practical application through the promotion of demon-
stration experiments in prefectures such asTokyo, Fukushima, and Fukuoka, as well as installation
at venues for Expo Osaka, Kansai.

In carbon recycling technology as well, we have entered into a partnership with ArcelorMittal,
one of the world’s largest steelmakers, and as a result of a joint evaluation aimed at reducing CO2

| Innovation

emissions during steelmaking, our technology was highly rated in terms of reaction efficiency and
durability, and we are now considering the timing of its introduction while assessing the decarbon-
ization market. Furthermore, in applying our technology to a variety of fields beyond steelmaking
processes, including joint studies with COSMO ENERGY HOLDINGS and TOKAI CARBON aimed
at converting CO: into valuable resources, we are also considering several collaborative projects
with partners who recognize the potential of our technology.

Regarding fusion with external parties, we are engaging in various collaborative activities based
in the MINASE INNOVATION CENTER established in 2020.

In FY2025, we held technology exchange meetings with several external companies, with more
than 200 participants in total. Through sharing the latest technologies and discussing how to re-
solve issues, we deepened mutual understanding and cooperative relationships with the par
ticipating companies. We plan to continue actively promoting open technology exchange and
co-creation activities with external parties.

We are also considering quantifying the status of our technology enhancements as indicators and
communicating this externally, in an effort to further accelerate fusion with outside parties.
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I Mechanisms for Creating New Businesses

In 2021, SEKISUI CHEMICAL Group established the Innovation Promotion Group in the New
Business Development Department with the aim of continuing to bring about innovation that helps
resolve social issues as stipulated in the Group’s Vision 2030. The Innovation Promotion Group is
engaged in planning and creating new businesses through the operation of an in-house entre-
preneurial system and collaboration with startups, as well as in fostering a culture of innovation.
The in-house entrepreneurial system aims to develop entrepreneurial talent and foster a spirit of
challenge through the practice of business creation, and themes selected through the system are
pursued toward commercialization with support from inside and outside the company. Over the
three years from FY2023, when the system began operating, through FY2025, the total number of
applications reached 500, and we feel a real sense that the willingness to take on the challenge of
commercialization is spreading throughout the Company.

Furthermore, by maximizing the capabilities of the MINASE INNOVATION CENTER, we are provid-
ing a place that serves as a catalyst for interaction and business co-creation among people from
inside and outside the Group.

Performance Data

R&D Expenditures / R&D Expenditures to Revenues

I R&D expenditures (billions of yen)
= R&D expenditures to revenues (%)

3.20 3.26 3-32 3.41 348

. +

2021 2022 2023 2024 2025 (FY)
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| Intellectual Property Management

Strategy (Stance and Approach)

Il Basic Concept

Intellectual property, the result of our research and development activities, is an important man-
agement resource that supports SEKISUI CHEMICAL Group's growth and earnings aimed at max-
imizing corporate value.

The Group’s Intellectual Property Department operates under the Intellectual Property Rules, es-
tablished with the purpose of encouraging the creation, protection, and utilization of intellectual
property and contributing to business growth and increasing corporate value, and with the basic
policy of ensuring business competitiveness through the acquisition of strong patents. It places
particular importance on an intellectual property strategy that maximizes the prominence of our
technology.

Under the next Medium-term Management Plan, which starts in FY2026, we will advance the use
of data, Al, and other tools to further strengthen our intellectual property activities.

Governance

I System

The Group adopts a Divisional Company Organization System, in which each divisional company
works on product development and production technology themes that will lead to near-future
revenue, while the headquarters handles themes to be addressed over the medium to long term.
To enable swift execution of activities aligned with the business environment, we have established
independent intellectual property departments within both the headquarters and divisional compa-
nies, and we are engaged in strategic intellectual property activities through constant coordination
with the business and research and development departments.

The R&D Committee regularly monitors the activities of intellectual property departments and
holds discussions with top management.

Kl Development and Career Formation of Intellectual Property Human Resources

In order to ensure business competitiveness through the acquisition of strong patents, in addition
to high expertise, the ability to cooperate with development and business departments is required.
Accordingly, we are developing intellectual property human resources who possess both business
collaboration skills and expertise through initiatives that combine OJT initiatives, such as the
brother system for new employees and personnel exchanges between headquarters and divisional
companies, and Off-JT initiatives, such as sending employees to external training programs and
holding study sessions with external patent attorneys.

In addition, to retain and newly secure such human resources, we have established a specialty job
classification to support career development and, starting from FY2024, have launched an intern-
ship program to strengthen our hiring capabilities.

Risk Management

Kl Risk Management

Each divisional company of the Group conducts surveys to ensure that it does not infringe on the
intellectual property of others, in line with its business environment. The investigation results are
shared as needed with business departments and research facilities, and appropriate measures
such as avoidance and preventive actions are taken to ensure early detection and minimization
of risk.

I Global Monitoring and Utilization

The Group currently holds a growing number of intellectual properties on a global level. Therefore,
we will continue to monitor the use of these properties in countries around the world and promote
the appropriate utilization and exercise of our rights.
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Indicators and Targets

Number of Patent Application Filings

I Targets {Number)
1,500

Each divisional company within the Group maintains constant communication between its intel-
lectual property department, business departments, and research and development departments. 1,000 925 948 858 869 840

Based on the characteristics of each business area, we conduct intellectual property activities that 500 * @
will give us a competitive advantage over our competitors and lead to the expansion and growth
of our business. 0
2021 2022 2023 2024 2025 (FY)

At headquarters, we plan and promote a common intellectual property strategy for the entire

Company, with the aim of optimizing intellectual property.
Number of Patents Held

(Number)
- PR - 8,000
Major Initiatives 6000 5.946 6,157 6346 6529 6612
. o o —0 —0—9
. . . 4,000
I Strategic Activities for Securing Intellectual Property 2 000
The Group promotes strategic intellectual property activities that make the most of its technology 0
prominence and contribute to its business. Specifically, we analyze the competitive environment 2021 2022 2023 2024 2025 (FY)

surrounding our research and development initiatives and business operations by utilizing intel-
lectual property, market, and competitor information, and then implement appropriate strategies

H *
and intellectual property portfolio management. Trend of Patent Asset Value (Technical Value*)

. (pt) ( | TR vatluetf i ) (pt)
I Employee Education 15,000 velue per patent @Myl 086 1.00
In order to ensure that each developer maintains and manages the Company’s own intellectual
property and avoids and prevents intellectual property infringement by others, we have prepared 10,000
several educational programs tailored to the level of each developer, from basic knowledge to ' 2TRvalue g g37
strategy building, and conduct Group-wide educational activities on intellectual property. 0.50

5,000

I Reasonable Evaluations with Regard to Inventions
The Group has established the Invention Grand Prize system as part of the evaluation and treat- 0 0.00
ment of researchers and engineers, in addition to providing various incentives for employee in- 2015 2017 2019 2021 2023 2025 (FY)
ventions. We also reward employees with inventions that make a particularly large contribution
to profits by rewarding their achievements. - Since 2020, patent applications have been more selectively filed, resulting in a temporary decrease in 2ZTR,

but continuous improvement in patent quality is being pursued.

* Based on the number of citations from LexisNexis's patent analysis tool “PatentSight,” the TR (Technology
Relevance) index is calculated for the total value (ZTR value) and average value (TR value) of our entire
portfolio, which is referred to as “technical value.”
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Patent Asset Scope Ranking (FY2024)

Number
Patent asset scope
Company name . of patent
(points) A

citations
1 Fujifilm 64,597.2 1,386
2 LG ENERGY SOLUTION 21,918.0 750
3 Kao 19,773.8 613
4 DIC 19,661.1 373
5 Resonac 19,394.9 599
6 Mitsubishi Chemical 18,565.7 508
7 SEKISUI CHEMICAL 18,134.8 559
8 Nitto Denko 17,936.9 530
9 Sumitomo Chemical 17,383.1 519
10 ARTIENCE 14,951.0 300

Source: Patent Result Co., Ltd. Chemical Industry: Patent Asset Scope Ranking 2024

Ability to Restrain Other Companies Ranking (FY2024)

Company name Number of cited patents
1 Fujifilm 3,110
2 Mitsubishi Chemical 1,591
3 Kao 1,267
4 Resonac 1,219
5 SEKISUI CHEMICAL 1,007
6 Nitto Denko 887
7 Asahi Kasei 832
8 Sumitomo Chemical 819
9 Shin-Etsu Chemical 677
10 Kaneka 596

Source: Patent Result Co., Ltd. Chemical Industry: Ability to Restrain Other Companies
Ranking 2024
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Strategy (Stance and Approach)

Sustainable corporate value enhancement
@ Innovation and creation with ESG management at the core @ Doubling our business in the 2020s

I Basic Concept

The mission of Digital Transformation (DX) for SEKISUI CHEMICAL Group is to accelerate and Digital Transformation
sup;_)ort growth business str_ategles and §tructural reforms t_o realize the Long-term Vision. Governance (Internal Control) Busingss progess reform Susiness modal reform
Against the backdrop of major changes in the external environment, the Group has four senses innovation

. . ape . . . Double productivity and Optimal decision-maki Si for th ion of i
of crises: a lack of governance and labor, diversification of management data, and a reduction in Reduce major incidents to zero puree oh acdod value ool companibe EL T A IO TN CERLIITE
profitability due to changes in the market. In light of these factors, we are implementing DX as a
means to survive against global competition. _ _ Vst Tz e sk Productivity increase Sophistication
Centering our Group-wide DX on business process transformation, we are advancing three re- Standardize operations, introduce ERP*, P e e o atrgial | Increase the sophistication of operational contal,

. . . . . renew infrastructure and network P h Iy ICTg dAl 9 internal control, and the supply chain
forms: business process transformation, governance innovation, and business model transfor- technology, ICT, an
mation from the perspectives of visualization and standardization, productivity improvement, and
sophistication. We are also strengthening our foundation, including in IT systems and personnel, IT system (global integration platform)
to SUppOft these transformations. ® Continuous glob:dl availabilit.y ® Ability to foIInwtect}noIogicaI inn})vations 0 Diygrsifyin.g laws anqregulations
. . P . ® Cybersecurity ® Multiple data source cooperation ® Handling and profitability for diverse businesses

Under the next Medium-term Management Plan, we will shift into a growth-acceleration phase
in which we actively use the data accumulated through DX to date and digital technologies such IT and digital-minded human resources
as Al to transform our business processes. We will also p|ace particular emphasis on improving ® Defensive human resources that support existing businesses ~ ® Offensive human resources essential for reform

governance through the domestic and international rollout of our global management foundation,
as well as on strengthening preventive security to protect information assets such as data and IT
assets from threats.

Governance

n DX Overview Ensuring robustness of data Introduction of a global Reforming work processes Strengthening infrastructure
Prevention of fraudulent actions management foundation Reform of aspects such as and security

The Group is promoting thorough standardization and data-based productivity improvements as Standardization of working sales, marketing, and Reduction of business risks

“business process transformation.” For long-term Group-wide global growth, we are promoting operations and systems purchasing

digital deployment and the creation of benefits, centered on the global management foundation, * ERP: Enterprise Resources Planning. A system for integrating and centrally managing core operations such as cor-

procurement, and sales and marketing. Governance is strengthened through the operation of a porate accounting, human resources, production, and sales operations.

global management foundation and the use of an indirect purchasing system. At the same time,
we are expediting the creation of benefits for the DX projects we have developed to date.

In order to support the realization of these goals, we are also establishing a global cybersecurity
response system and developing guidelines for the safe and secure use of Al.
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I DX Promotion System

Board of Directors
Sustainability Committee
DX Subcommittee

Chairperson: Yoshiki Deguchi, Executive Officer

In charge of the Digital Transformation Department, Head of Manufacturing
Infrastructure Enhancement Center

Executive officers, general managers of the Business Planning Section, general
managers of the Business Management Section, and general managers of the Digital
Transformation Section at each divisional company; executive officers at Headquarters;
Head of Sekisui Medical Business Planning Department; Head of Sekisui Medical
Information System Department

Secretariat: Digital Transformation Department

Members:

Divisional Companies/Sekisui Medical

Digital Transformation sections at each divisional company and Sekisui Medical

All offices, sections, and affiliated companies

Digital transformation
supervising executive
meeting

Process
owner meeting

Headquarters

Digital Transformation Department

All sections

Risk Management

Il Risk Recognition and Response System

DX delays or stagnation in the Group could lead to a risk of delays in responding to increasingly
sophisticated governance-related and other social demands. In addition, with Japan’s declining
birthrate and aging population leading to a shrinking productive workforce, the current operation-
al reliance on manpower may make it impossible to not only achieve business growth but also
maintain sustainability.

With this in mind, the DX Subcommittee, chaired by the executive officer in charge of the Digital
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Transformation Department, was newly established under the Sustainability Committee. This sub-
committee monitors the progress of digital transformation from a management perspective and
makes decisions on countermeasures.
In addition, since the use of IT systems and data is essential to the promotion of DX, it is important
to address risks related to information management. We have established CSIRT as a cybersecurity
response system and are conducting employee awareness activities and incident training.

Indicators and Targets

Il Targets

Major

implementation
measures

Management indicators

Development status and

Final fiscal year
(FY2025) targets of the
current Medium-term
Management Plan

Start of renewal and
deployment of the global

FY2025 results

Full domestic operation of the accounting

utilization plan)

| | loyment progr R X . .
Eitelaz deployment prog ess management foundation; domain, review of the medium- to long-term
management toward the construction o . .
R realization of the business rollout roadmap based on experience to date, and
foundation of global standard . .
. N . transformation we are additional development to ensure overall ERP
innovation operations and system . N R N
aiming for (introduction consistency for global deployment
models .
locations)
Through the embedding of the indirect purchasing
Progress status of o system, the use of accumulated data, and fair-
X Realization of favorable . o y
Reform of measures aimed at . transaction activities, benefits have taken hold
L L purchasing through .
global indirect purchasing indirect centralized purchasing and in earnest, and for overseas deployment we
purchasing materials (deployment/ p 9 have integrated it into the global management

start of overseas expansion

foundation framework and begun a current-state
survey

Enhancement and
improvement of
efficiency of sales
and marketing
duties

Progress status of
measures aimed at
sales/marketing reform
(coverage rate/man-hour
shift)

Improve top line by
establishing data-based sales
activities and strengthening
customer management

To improve operational productivity and the top
line through data utilization, we are promoting
the automation and labor saving of routine work
using digital tools such as Al and RPA, as well as
the expansion of the sales domain through more
advanced digital marketing

DX human
resource
development

Status of progress of
initiatives to secure
human resources that
employ digital tools and
data to generate benefits

Continuous acquisition of DX
promotion human resources

Conducted literacy training to encourage all
employees to take on DX challenges, secured core
personnel who lead DX through the DX practical
course, a development scheme for personnel

who solve business issues, and visualized DX
personnel through DX badges

Realization of
diverse work
styles through
digitalization

Progress and usage
status of measures

to establish a new
normal work style
and strengthen global
communication

Provision of global
communication
infrastructure and overseas
expansion of standard
terminals

Sequential application of integrated authentication
to new cloud services, continuous promotion

of the domestic rollout of a globally compatible
communication platform and standard terminals,
and review of the overseas rollout roadmap

for standard terminals in consideration of local
circumstances in each region
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Major Initiatives

I Global Management Foundation

To support SEKISUI CHEMICAL Group’s strategy of growing globally, we are working on the re-

newal of our core system (global ERP), which serves as our management foundation.Through this,

we aim to achieve the following.

-Visualization and analysis of data required for decision-making to maximize global consolidated
profit

- Improvement of productivity of indirect operations through standardization and improvement
of operating efficiency

- Improvement of Governance (Internal Control) and minimization of risks by standardizing and
visualizing operations globally

In FY2025, full domestic operation of the accounting domain began in April. In addition, we re-
viewed the medium- to long-term rollout roadmap based on our experience to date and carried out
additional development to ensure overall ERP consistency for global deployment. Going forward,
we will sequentially advance the convergence and rollout in Japan and overseas.

I Purchasing

As part of our global purchasing reforms, we are working to standardize purchasing operations
and visualize transaction data using IT systems.

By visualizing global transactions, fraud can be deterred and detected at an early stage. We will also
improve purchasing power and reduce procurement costs by achieving overall optimal purchasing.
In addition, we are working to establish systems and infrastructures that can continuously reduce
costs by minimizing low-value-added operations through the introduction of systems.

In FY2025, we promoted the adoption of the indirect purchasing system and fair-transaction ac-
tivities. We are also continuing to reduce procurement costs by utilizing accumulated data and to
strengthen negotiating power through consolidation, and these effects are now taking hold across
the entire Company in earnest.

Il Sales and Marketing

Our Group aims to thoroughly improve efficiency and productivity through the standardization
and automation of business operations related to sales and marketing, and to improve the top line
through the use of sales data.

Problems arose in operations related to sales and marketing, such as the different systems used
by each divisional company, and the large portion of work that was personalized. In response to
these problems, we are working to shift to value-based operations so that we can provide better
value to our customers by engaging in business processes more effectively.

In FY2025, we worked to expand the sales domain through more advanced digital marketing

|DX

centered on the use of the web, and we promoted the automation and labor saving of routine work
using digital tools such as Al and RPA.
We are also continuing to work on securing sales data, an essential part of our DX initiatives.

I DX human Resources

In order to significantly improve the productivity of operations, it is important to standardize, auto-
mate, and improve the efficiency of operations through the use of digital technology and data. In
order to accelerate DX, we are also promoting the development of so-called DX human resources,
who will be able to use digital technology to solve business issues and spread such activities on
the ground.

In FY2025, we conducted literacy training for all employees to encourage them to take on the chal-
lenge of DX. In addition, alongside the six practical courses to date aimed at resolving business
issues, we launched introductory seminars that let participants quickly experience the benefits of
tools such as generative Al and Bl, and we also visualized the status of personnel development
through DX badges. Through these efforts, we will strengthen support so that all employees can
take action toward transformation.

Kl Diverse Work Styles

In order to realize a diverse range of work styles, the Group promotes remote work, a way of work-
ing that utilizes in-house IT systems from locations other than offices (home, outside, etc.). We are
also working to strengthen global communication with a view to achieving long-term growth on
a global basis.

In FY2025, we sequentially applied an Integrated Authentication Infrastructure so that newly in-
troduced cloud services can also be used safely and securely, and we advanced the shift to a
communication platform and standard terminals usable globally, centered on Japan. In addition,
for the overseas rollout of standard terminals, we reviewed the rollout roadmap in consideration
of each country’s laws and regulations and local circumstances.

We wiill continue to promote these efforts to achieve safe and timely information sharing across
the Group globally.
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I Increasing the Speed of Material Development through Digital Science

To respond to the environmental changes surrounding the development of new materials (shorter
product life cycles, resource constraints, and the need to both diversify material requirements and
accelerate R&D activities), the Group is promoting a transformation of materials development
centered on digital science. Among these, we position materials informatics (M), which uses data
and Al to accelerate research and development, as a foundational technology for strengthening
Group-wide competitiveness.

At the Information Science Promotion Center (I3C), the body driving this effort, we integrate di-
verse information-science technologies such as computational science, image analysis, evaluation
and analysis, system design, and experiment automation to enhance materials development end
to end, from upstream to downstream.

At present, there are more than 100 development themes that use MI, progressing in parallel
across diverse fields that span the materials, device, and data domains, including the formulation
design of film products, the development of composite materials for electronic materials, and Al-
based antibody design and sensing-algorithm development. Some of these efforts have already
reached mass production and market launch, yielding results that go beyond making R&D more
efficient and connect directly to the creation of business value, such as strengthening our ability
to propose solutions to customers and creating new and improved products. In addition, to roll
out the use of Ml across the entire Company rather than limiting it to a few specialists, the Group
deploys and operates its own Ml application, RASIN. By linking this no-code application with per-
sonnel development programs, we have created an environment in which developers themselves
can use Ml and produce results on their own themes. As such success stories spread from site to
site, the use of Ml expands autonomously throughout the organization, achieving a continuous
boost in development speed and creativity.

Going forward, in addition to further accelerating materials development, we will accelerate the
application of Ml and Al to the innovation areas in our Long-term Vision. Using the power of digital
technology, we will expand the scope of value creation and make this the driving force behind the
Group's sustainable growth.
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