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Our Corporate Vision and CSR Management

The Nippon Kayaku Group is implementing CSR management that fosters trust among all stakeholders through its focus on the KAYAKU
spirit, which calls for "continuously providing society with the best products through ceaseless progress and the combined forces of our

consciences."

The KAYAKU spirit and CSR Management

The KAYAKU spirit, or "continuously providing society with the best products through ceaseless progress and the combined forces of our
consciences," stands as the Nippon Kayaku Group's corporate vision. The KAYAKU spirit is based on the corporate motto created more
than half a century ago and it has stood at the root of our CSR management ever since. We will be able to achieve our vision for CSR

management that earns the trust of all stakeholders by engaging in corporate activities that realize the KAYAKU spirit.

Goal of corporate KAYAKU
a:tllrlltles spirit
Corporate vision Continuously providing society with the
best products through ceaseless progress and
the combined forces of our consciences.

Corporate activities

Business plans and
business activities,

action plans,
activities that contribate to CSR ma n a gem ent
society and lexcal communities,
activities that reduce Corporate activities to

environmental impact

realize the KAYAKLU spirit

Standards of Nippon Kayaku Group Charter of

conduct Conduct and Code of Conduct
FoRcCellale Group Action Guidelines

& Implement PDCA In 2 thorough, Umely manner.

Action @ Keep the KAYAKL spirit in mind at all times.
Guidelines | g Fveryone has a place in the driver's seat
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The image at the bottom left is an overhead view of the KAYAKU Spirit.

This image pictures the daily efforts of each of our employees, based on the concepts of "best products”, "ceaseless progress" and "the
combined forces of our consciences",
holding hands and supporting each other as they work towards achieving the corporate vision shown at the top.

This is our commitment to realize a CSR management that fulfills our social, economic and environmental responsibilities, and meets the



trust and expectations that our stakeholders have put into us as a corporate member of our society.

CSR management is positioned as a key corporate activity for achieving the vision outlined in the KAYAKU spirit

CSR management
Cast raductions
to pravide
products at r N
Effective quality apprepriate Teamn h
management prices wark
An independent
Sales activities and 4 The
1o meet needs 55“ autsnomeus Nippan Kayaku
products approach Group
KAY.
idi KAYAKU Consideration L ‘*‘-
Providing ol 4 ' spirlt
accurate product Sp]'rll mf:'e-:::ﬂ};‘:':m 3
kormation The combined
Coaseess forces of our
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improve Compliance
products
R Launching
existing  Developing ™% Zo

products  new produrts

Stakeholders Overview of initiatives relevant page

Customers We conduct company-wide quality activities under our quality system in With Our Customers
order to supply the best products to customers. We are mindful that
product quality improvements, safety and reliability, as well as the
provision of technical services and information are paramount to improving
customer satisfaction.

Business partners We pursue mutual and sustainable growth with our suppliers, based on the With Our Business Partners,
understanding that they are important business partners who help us Stockholders and Investors
produce products of the best quality.

Investors We strive to disclose information to all of our shareholders, investors, and With Our Business Partners,
other stakeholders in a timely, impartial, and fair manner, so they may have Stockholders and Investors
a proper understanding of the Group’s business status, and the various
initiatives we are taking.

Employees A company is nothing without its people. We respect the human rights of With Our Employees
each and every employee, and strive to offer a workplace environment that
offers peace of mind to them. Our goal is to be a company where
employees can grow personally and professionally through work and feel a
sense of motivation in what they do.

Society We aim to be a company closely rooted in communities through our With Our Local Communities
involvement at the local level, proactive engagement with all stakeholders
and support for the educational needs of the next generation.

Environment We are committed to achieving a balance between the efficiency of Initiatives for Environmental
production and reducing its impacts on the environment. For this reason, Protection
we consider environmentally friendly management to be an important task. Environment/Health/Safety/Quality
We are now striving to achieve the various environmental targets we have Management System
set.

We are working to improve facilities and treatment processes in order to
use energy more efficiently, reduce exhaust gas including greenhouse gas
emissions, and to lower the amount of substances released from effluent
and waste that impact the environment.

Participation in external initiatives

Nippon Kayaku's initiatives in the ESG (environment, social, and governance) go beyond mere compliance with international standards. We

believe that collaboration with other institutions and corporations is critical, and we are proactively participating in such initiatives.

Membership qualifications of major external organizations

Group Name
KEIDANREN (Japan Business Federation) Japan Crop Protection association

The Japan Chemical Industry Association (JCIA) Japan Initiative for Marine Environment
(in the Japan Petrochemical Industry Association)



Group Name

The Japan Chamber of Commerce and Industry (JCCI) The Institute of Internal Auditors - Japan

The Japan Dyestuff and Industrial Chemicals Association (JDICA) Association of Risk Management

The Japan Pharmaceutical Manufacturers Association (JPMA) The Japan Association for Chemical Innovation(JACI)
The Biosimilar Association (JBSA) Nanotechnology Business Creation Initiative (NBCI)
Pharmaceutical manufacturers' association of Tokyo Japan Bioindustry Association (JBA)

Japan explosives industry association Japan Open Innovation Council JOIC)

Japan Auto Parts Industries Association

CSR Implementation System

We established the CSR Management Committee in 2010 and set up the CSR Department within the Corporate Planning Division of our
Strategic Corporate Planning Group. The CSR Management Committee sets the goals for, and reviews the results from our activities to
promote CSR from a top-down perspective.

At the same time, the CSR Department administers cross-functional CSR projects, while the business sites and group companies take the

lead in implementing these projects.

CSR Management Committee
Chairman : President, Committee
member: Managing Director

CSR project
ected membercf thehe ice
CSR Management buEinessqopartmontand
Committee Secretariat management department
Executive director: Head of
gtrr;fsglc Corporate Planning Office CSR Manager :
Staff : CSR Department Head of each business site,Group

. R ident
Corporate Planning Division SR e e

KAYAKU spirit Promotion Efforts using Kayakuma the Bear

We have created a mascot character called Kayakuma the Bear in order to make KAYAKU spirit a
concept that is more familiar to all Nippon Kayaku Group employees around the world. This
character appears in the CSR section of our company newsletter, where we introduce our CSR

activities and initiatives for implementing our corporate vision, using visual depictions that are

easy to understand for all audiences. The mascot has also been incorporated into our daily Mevalame i Feer ferses dhevaeier
stationery, clear file folders and even the designs of conference rooms. This ensures our representing KAYAKU spirit
employees are always aware of Kayakuma the Bear, and in touch with our corporate vision in all
aspects of their work. We are currently filing for a trademark for Kayakuma the Bear and plan on
using it widely as a symbol of the Nippon Kayaku Group in newspaper ads, on novelty items, and

at company events such as factory festivals.

Conference room and employee locker

Copyright © Nippon Kayaku Co.,Ltd. All Rights Reserved.
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Key Themes ("'Materiality") and Our Action Plan

The Nippon Kayaku Group is implementing CSR management that fosters trust among all stakeholders through its focus on the KAYAKU
spirit, which calls for "continuously providing society with the best products through ceaseless progress and the combined forces of our

consciences."

Practicing CSR management involves properly ascertaining the Key Themes facing our Group from both an internal and external point of
view and formulating a mid-term CSR Action Plan that links to our business activities.

CSR and Business Strategy

We believe that CSR is integral to managing our Company. To realize the KAYAKU spirit and increase the value of the Company, we
believe it is necessary to take the dual approach of implementing both a mid-term business plan and initiatives toward a sustainable
society and environment, and that we need to integrate these initiatives into our business strategy.

The Nippon Kayaku Group has formulated its mid-term CSR action plan to meet the expectations of all stakeholders. Our basic
management policy is to contribute to a sustainable society and environment as a corporation that continues to provide the best
products, technologies and services that safeguard the life and health of consumers, and support a comfortable life.

Under this basic management policy, we ascertain our risks and opportunities by considering the business environment and listening to
our stakeholders so that we can identify the Key Themes (CSR materiality) in our business over the medium-term, then we create our
Mid-term Business Plan and Mid-term CSR Action Plan that syncs with Mid-term Business Plan. Our CSR activities, which are integral to
our business strategy, are highly ethical and place priority on safe operations, strict compliance, and the environment in all of our
businesses.

CSR Key Themes ("Materiality")

In formulating our mid-term business plan, KAYAKU Next Stage , which kicks off in fiscal 2019, we have organized the issues that we
should address and identified the CSR Key Themes ("Materiality") .

CSR Key Themes ("Materiality") Identification Process

In formulating our mid-term business plan, KAYAKU Next Stage , which kicks off in fiscal 2019, we have organized the themes that we
should address and identified the CSR Key Themes (CSR materiality).

CSR Key Themes (CSR Materiality) Identification Process

[Step 1 Recognition of the Themes]

Make a list of Themes, taking topics from the GRI standards on the items needed by a diversifying society and adding topics from the
Nippon Kayaku Group's CSR Action Plan.

[Step 2 Assign Points from Internal and External Feedback]



A. Assignment of points from external assessments
Assign points from external assessments by linking the Themes on the list with assessment criteria for each of the Company's business
segments from multiple international assessment organizations that promote responsible investing and SASBX need criteria for each

industry.

B. Assignment of points from internal assessments
Survey those responsible for Company's major departments, including its business divisions, to evaluate how much of an impact the
Nippon Kayaku Group can have. Set up listening opportunities in the major departments to verify the Themes and rank them by priority.

Assign points from the internal assessments by incorporating views on past key Themes addressed in CSR Action Plans.

% An independent non-profit, SASB develops reporting standards that enable businesses around the world to identify, manage and communicate financially-

material, sustainability information to investors.

[Step 3 Materiality mapping]

Make a matrix of the Themes that have been assigned points from the external and internal assessments to create a materiality mapping.

Include thresholds in the point-based map so that those Themes with points that meet or exceed the threshold are considered key.

[Step 4 Validity testing and approval]

Get feedback on the identification process and identification results from experts who specialize in CSR, review the process and results at
the CSR Management Committee, which is the Company's decision-making body, and approve them after two sessions of deliberation.

Nippon Kayaku Group's CSR Key Themes ("Materiality")

‘Jery )

High

(8)

- Providing accurate product and
service information

- Employment maintenance and
expansion and HR development
* Respect for human rights and
assessment

- Relationship with local

(S)

- Innovation through business
+ Quality and customer safety
- Supplier assessment

+ Energy consumption and
greenhouse gases
- Waste water and industrial wastes

Importance for community )
stakeholders (E) + Occupational health and safety
- Efficient use of water resources management
+ Raw material use contributing to « Compliance
resource saving
(G)
+ Strengthening corporate
governances (S)
- Economic performance
(S)Social (G)
(E)Environment - Business continuity management
(G)Governance
High Importance for Very
the Nippon Kayaku Group High

Identification of Environmental Key Themes (Materiality)

In identifying the CSR Key Themes (CSR materiality), we recognized "energy consumption and greenhouse gases" and "waste water and

industrial wastes" as environmental Key Themes.

Of these, for energy consumption and greenhouse gases, in accordance with the TCFD,% we solicited experts' views, sorted out the risks

and opportunities involved in climate change, and conducted an impact analysis. In fiscal 2019, we are discussing concrete steps to take

vis—a-vis the risks and opportunities that we identified with both our manufacturing area and our research area.

% TCFD : Task Force on Climate-related Financial Disclosures




Mid-term CSR Action plan 2019-2021

Based on the materialities that we identified, we have formulated our Mid-term CSR Action Plan 2019-2021, which sets forth specific

initiatives and goals. Furthermore, these Themes and goals have been integrated with Key Themes for Mid-term business plan KAYAKU

Next Stage , and we will implement these in tandem with the business strategies contained in our business plan.

KAYAKU Next Stage Mid-term CSR Action Plan 2019-2021
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Since the Group's beginnings, we have been constantly creating and providing products needed by the society of the time in a spirit of

"for the world and for people." Such a management stance is consistent with the direction being pursued by sustainable development

goals (SDGs), and we believe that our business has already internalized SDGs. The Nippon Kayaku Group sets its SDGs from the

standpoint of their risks and opportunities based on our CSR Key Themes (materiality). Going forward, we will continue to pursue

business innovations so that we can contribute to the achievement of those SDGs that are today's social Themes.

Goals that are business opportunities

CSR Key Issues
(CSR Materiality)

Pharmaceuticals Business

Safety Systems Business

Functional Chemicals Business

Agrochemicals Business

Goals that reduce risks

CSR Key Issues
(CSR Materiality)

S

Quality and customer safety

(S)
Supplier assessment

(E)
Energy consumption and
greenhouse gases

Initiatives

Support people's health through a
stable supply of high-quality
pharmaceuticals

Supply automotive safety components
for air bags, seatbelts, etc., globally to
give people throughout world over a
feeling of safety and security

Contribute to a sustainable global
environment with functional products
that conserve resources and energy and
place a low burden on the environment
and with products and technologies that
contribute to more efficient water usage

Provide agrochemicals that are easy to
use, safe, and more environmentally
friendly, and support stable agricultural
production

Initiatives

Prioritizing quality and safety,
implement the proper controls over
chemical substances, etc. through
product life cycle

Conduct social and environmental
assessments of our suppliers so that we
can do business with human rights and
health and safety in mind

Through our initiatives to achieve our
mid-term environmental goals, actively
promote responses to climate change
and a shift toward a low energy-
consumption production structure

SDGs Goals

Goal 3.8

Goal 3.6

Goal 6.4
Goal 7.3
Goal 9.c
Goal 12.2
Goal 12.4

Goal 2.3
Goal 2.4

SDGs Goals

Goals 12.4

Goals 5.2
Goals 8.8

Goals 7.2
Goals 7.3
Goals 8.4
Goals 13.1

SDGs icons

GOIDHEALTH
AMDWELL-BEING

/e

GODOHEALTH
AMDWELL-BEING

SDGs icons

GEMIER
EQUALTY

13 ool



CSR Key Issues

(CSR Materiality) Initiatives SDGs Goals SDGs icons
(E) Take initiatives to further enhance the Goals 3.9 wilafli{‘nm
Waste water and industrial efficient use of water resources, Goals 6.3
wastes improve waste water treatment Goals 12.4 {h ,’
technologies, and reduce waste Goals 12.5
Goals 14.1
FESPONSIBLE 173
12 o 14 sonwm
ANDPROUCTION
(G) In consideration of health and safety at Goals 3.9 S
Occupational health and safety all of our worksites, promote the Goals 8.8
management creation of workplaces that are vibrant

and rewarding to work at

(G) Observe the law and strengthen Goals 16.5
Compliance compliance at every level in order to Goals 16.7
prevent corruption, harassment, etc.

Mid-term CSR Action Plan 2016-2018 for ISO26000 Core Subjects

The Nippon Kayaku Group has created a table of correspondence between the 37 Core Issues of 1ISO26000 and our each item of Mid-term
CSR Action Plan 2016-2018.
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Mid-term CSR Action Plan 2016-2018 for 15026000 Core Subjects
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> Mid-term CSR Action Plan 2016-2018 for 1ISO26000 Core Subjects I§

Achievements of FY 2018 CSR ACTION PLAN

The achievements of the CSR Action Plan's initiatives for fiscal 2018, which was the final year of the Mid-term CSR Action Plan 2016-
2018, are as follows.
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KAYAKU Next Stage Mid-term CSR Action Plan 2019-2021

ESG No Important CSR Issues Mid-term CSR Action Plan 2019-2021 Key Indicators (KPI) FY2021 Targets
@®Business divisions will work as one team on pursuing R&D with
an eye on exit to market, and create new products and businesses .
. . . . . (Consolidated)
Innovation through in core businesses and areas of synergy. Amount invested in o
1 : . : ¥40 billion over
businesst @Invest management resources in medium and long-term R&D R&D over three years
. . . . 3 years
themes while enhancing core technologies and meeting the future
needs of society.
@®Make ongoing improvements to the quality management system 2';':;":“‘:; ii”g:ss (Consolidated)
S Qualit p and work to strengthen local management capabilities, and create tomers 1 0 complaints
2 uality an a stronger quality management and quality assurance system.
customer safety ) ) .
@Pursue quality management, improve the level of production . .
technol g " p Kt q ﬂ in th Number of serious (Consolidated)
echnology and expertise, and work to reduce flaws in the process. flaws in processes’1 0 incidents
. . Number of times
. @Implement supply chain management that takes environmental . .
Business partner . . . . assessments of main (Non-consolidated)
3 and social aspects into consideration, based on the CSR Procure- . .
assessment C business partners are 50 times/year
ment Guidelines.
performed
Mid-term environmen-
. (Non-consolidated)
ted from energy sources
. . (Non-consolidated)
VOC emissions volume 42 tons or less
Energy use and green- -+ COD emissions volume (Non-consolidated)
- . 150 tons or less
house gases @Pursue activities to save energy and combat global warming.
Wastewater and waste Achieve the environmental targets for FY2020 and formulate targets )
E L Efficient use of water for FY2030. g;c:raTeedOf waste %%%g?gﬁglga:::;
resources @®Work to integrate ISO 14001 company-wide and advance environ- '

. Use of materials that mental management that addresses both the risks and opportunities N lidated
Highest contribute to resource of environmental problems. * Recycling rate ( oon-con.s oligated)
Priority i 80% or higher

conservation
Issues
- Zero emissions rate (Non-consolidated)
3% or lower
Company-wide .
integration of ISO 14001 Integration
Formulation of 2030 .
. Formulation
environmental targets
Number of serious (Consolidated)
accidentsx2 0 incidents
White 500 certification ,‘V'I\'acl’gt:&"g:r';ﬂlag:ﬂzm
@Strictly follow basic rules on health and safety and improve equip-
. ment and work procedures to build a strong foundation for safe )
Occupational - . Percentage of employees (Non-consolidated)
perations. . : o
5 health and safety ) . taking paid leave 70%
. @Promote health management and provide a workplace environment
in the workplace . . .
that enables employees to work with enthusiasm and achieve = ; - | N lidated)
work-lif [ ercentage of emp oyees_ _ on-consolidate
© 2 RIS who take mental health training  100% 3
6
Percentage of employees (Non-consolidated)
who undergo regular 100%
health check-ups ¢
Number of serious (Consolidated)
@Exercise strict compliance, which is a basic principle upon which compliance violations ¢4 0 incidents
we conduct corporate activities, and operate the business in a fair
Formulation of a basic polic .
6 Compliance manner.. . . : . — on preventing corru tioz g Formulation
P @Establish a basic policy on preventing corruption, and maintain and p g P
strengthen an open and honest corporate culture with high ethical
values. Coverag_e ratio of . (Domestic)
companies implementing 100%
compliance training ¢
Provision of appropriate ancreaj\se th_e SEREIEE of Fhe Nippon _Kayaku Group. b_y Regularly cor_iducti.ng (Non-consolidated)
7 information on products complying with regulations in each business and providing customer satisfaction Implementation
and services appropriate information and technical services to customers. surveys
Percentage of female (Non-consolidated)
managers 8% %5
@Promote diversity and inclusion by hiring diverse human resources
Maintaining and ) v y_ g Percentage of people .
' and effective human resource allocation and exchanges. e v arias (Non-consolidated)
expanding employment : N . with disabilities em- 0
8 @Pass down and strengthen technical capabilities in monozukuri 2.3%
and development of ) ) o ployed
human resources (manufacturing) and achieve globalization in human resources through
ongoing human resource development. ) )
Amount invested in N lidated
education and training ARl )
Note results only
per employee
. . . . Number of trainin Non-consolidated
Respect for human rights @ Operate businesses in a manner that considers the human rights of . £ ( )
9 . . . sessions held on Once a year or
S and assessment employees and all people involved in the supply chain. .
human rights more
Total number of informal (Consolidated)
@ Actively communicate with local communities where our business- community gatherings Note results only
10 Local communities es are located and strive to co-exist and prosper together with them
as a company rooted in the local community. Expenditures on social (Non-consolidated)
Important contributions 6 Note results only
Issues
ROE (Consolidated)
8%
@Generate stable profits and return profits to society while reinvest- A g id (Consolidated)
11 Economic performance ing profits as management capital to achieve sustainable growth and mount ot tax pal ¥5.6 billion
enhance corporate value.
. (Consolidated)
Capital investments -
5 ¥50.0 billion
over three years
over three years
Number c_>f times that (Non-consolidated)
the effectiveness of Board of
. . . Once a year
) ) ) Directors meetings is evaluated
19 Strengthening corporate @Strengthen corporate governance of the entire group and manage in
governance a highly transparent and sound manner. ] ) .
Number of times internal (Consolidated)
business audits are performed 45 times over
; by the Audit Division three years
Implementation rate for the (Consolidated)
@Ensure business continuity by responding to the many different top five risk control activities 100%
13 Ensuring business risks associated with our businesses, maintaining the production
continuity structure, securing the appropriate materials, and strengthening disas- . (Consolidated)
ter response measures Number of times BCP Once a year
P ’ drills are conducted or morey

(E)Environment (S)Social (G)Governance

#*1:Losses of 10 million yen or higher

% 2: Accidents resulting in time off work for three or

more people simultaneously or accidents resulting in death

% 3: Cumulative amount over the three year period from 2018 to 2020
*4:Number of incidents deemed serious by the Ethics Committee

or the Risk Management Committee

%5: Target for the end of FY2020

¢ 6:Expenses for donations, Asunaro House activity expenses,

plant festivals, and other local events



KAYAKU Next Stage
Mid-term CSR Action Plan 2016-2018 for ISO26000 Core Subjects

Highest
Priority
Issues

Important
Issues

Highest
Priority
Issues

Important
Issues

ESG

ESG

No

)

® ® &6 6 Oo0

No

)

® ® &6 6 o0

Important CSR Issues

Innovation through business

Quality and customer safety

Business partner assessment

Energy use and greenhouse gases
Wastewater and waste

Efficient use of water resources
Use of materials that contribute to
resource conservation

Occupational health and safety in
the workplace

Compliance

Provision of appropriate information
on products and services

Maintaining and expanding
employment and development of
human resources

Respect for human rights and
assessment

Local communities

Economic performance

Strengthening corporate governance

Ensuring business continuity
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Efficient use of water resources
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resource conservation
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the workplace
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Provision of appropriate information
on products and services

Maintaining and expanding
employment and development of
human resources

Respect for human rights and
assessment

Local communities

Economic performance

Strengthening corporate governance

Ensuring business continuity

Mid-term CSR Action Plan 2019-2021

@ Business divisions will work as one team on pursuing R&D with an eye on exit to
market, and create new products and businesses in core businesses and areas of synergy.
@ Invest management resources in medium and long-term R&D themes while
enhancing core technologies and meeting the future needs of society.

@ Make ongoing improvements to the quality management system and work to
strengthen local management capabilities, and create a stronger quality management
and quality assurance system.

@ Pursue quality management, improve the level of production technology and
expertise, and work to reduce flaws in the process.

@ Implement supply chain management that takes environmental and social aspects
into consideration, based on the CSR Procurement Guidelines.

@ Pursue activities to save energy and combat global warming. Achieve the
environmental targets for FY2020 and formulate targets for FY2030.

@ Work to integrate ISO 14001 company-wide and advance environmental
management that addresses both the risks and opportunities of environmental
problems

@ Strictly follow basic rules on health and safety and improve equipment and work
procedures to build a strong foundation for safe operations.

@ Promote health management and provide a workplace environment that enables
employees to work with enthusiasm and achieve work-life balance.

@ Exercise strict compliance, which is a basic principle upon which we conduct
corporate activities, and operate the business in a fair manner.

@ Establish a basic policy on preventing corruption, and maintain and strengthen an
open and honest corporate culture with high ethical values.

@ Increase the presence of the Nippon Kayaku Group by complying with
regulations in each business and providing appropriate information and technical
services to customers.

@ Promote diversity and inclusion by hiring diverse human resources and effective
human resource allocation and exchanges.

@ Pass down and strengthen technical capabilities in monozukuri (manufacturing)
and achieve globalization in human resources through ongoing human resource
development.

@ Operate businesses in a manner that considers the human rights of employees
and all people involved in the supply chain.

@ Actively communicate with local communities where our businesses are located
and strive to co-exist and prosper together with them as a company rooted in the
local community.

@ Generate stable profits and return profits to society while reinvesting profits as
management capital to achieve sustainable growth and enhance corporate value.

@ Strengthen corporate governance of the entire group and manage in a highly
transparent and sound manner.

@ Ensure business continuity by responding to the many different risks associated
with our businesses, maintaining the production structure, securing the appropriate
materials, and strengthening disaster response measures.

Mid-term CSR Action Plan 2019-2021

@ Business divisions will work as one team on pursuing R&D with an eye on exit to
market, and create new products and businesses in core businesses and areas of synergy.
@ Invest management resources in medium and long-term R&D themes while
enhancing core technologies and meeting the future needs of society.

@ Make ongoing improvements to the quality management system and work to
strengthen local management capabilities, and create a stronger quality management
and quality assurance system.

@ Pursue quality management, improve the level of production technology and
expertise, and work to reduce flaws in the process.

@ Implement supply chain management that takes environmental and social aspects
into consideration, based on the CSR Procurement Guidelines.

@ Pursue activities to save energy and combat global warming. Achieve the
environmental targets for FY2020 and formulate targets for FY2030.

@ Work to integrate ISO 14001 company-wide and advance environmental
management that addresses both the risks and opportunities of environmental
problems

@ Strictly follow basic rules on health and safety and improve equipment and work
procedures to build a strong foundation for safe operations.

@ Promote health management and provide a workplace environment that enables
employees to work with enthusiasm and achieve work-life balance.

@ Exercise strict compliance, which is a basic principle upon which we conduct
corporate activities, and operate the business in a fair manner.

@ Establish a basic policy on preventing corruption, and maintain and strengthen an
open and honest corporate culture with high ethical values.

@ Increase the presence of the Nippon Kayaku Group by complying with
regulations in each business and providing appropriate information and technical
services to customers.

@ Promote diversity and inclusion by hiring diverse human resources and effective
human resource allocation and exchanges.

@ Pass down and strengthen technical capabilities in monozukuri (manufacturing)
and achieve globalization in human resources through ongoing human resource
development.

@ Operate businesses in a manner that considers the human rights of employees
and all people involved in the supply chain.

@ Actively communicate with local communities where our businesses are located
and strive to co-exist and prosper together with them as a company rooted in the
local community.

@ Generate stable profits and return profits to society while reinvesting profits as
management capital to achieve sustainable growth and enhance corporate value.

@ Strengthen corporate governance of the entire group and manage in a highly
transparent and sound manner.

@ Ensure business continuity by responding to the many different risks associated
with our businesses, maintaining the production structure, securing the appropriate
materials, and strengthening disaster response measures.

Organizational
governance

Decision-making Due

processes and

Human rights

diligence risk situations of grievances and vulnerable political

1ISO26000 Core Subjects and Related Issues

Human rights Avoidance Resolving Discrimination Civil and Economic, Fundamental Employment Conditions of Social
and

social and principles

Labor practices The environment

Protection of the
environment,

Prevention Sustainable Climate
development of pollution resource change

Health and Human

work and dialogue safety at

structure complicity (3¥N/A) groups rights cultural and rights at employment social (3%N/A) work and training use mitigation and biodiversity
rights work relationships protection in the adaptation and restoration of
workplace natural habitats
O O O
O @) O O
©) © ©
©) O
© O O O O O
© @) © O © @) ©
(@) O O (@) O @) O
O
©)
O O
O
1SO26000 Core Subjects and Related Issues
Fair operating practices Consumer issues Community involvement and development
Anti- Responsible Fair Promoting Respect for Fair Protecting Sustainable Consumer Consumer Access to Education Community Education Employment Technology Wealth and Health Social
corruption political competi- social property marketing, consumers' consumption service, data essential and involve- and culture creation and development income investment
involvement tion responsibility rights factual health and support, protection services awareness ment skills and access creation
in the value and unbiased safety and complaint and privacy (3%N/A) development
chain information and dispute
and fair resolution
contractual
practices
© ©
O O @) O
O ©
O O O O O O O O
O O © O
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Nippon Kayaku Group CSR Action Plan 2018

%% vr Almost achieved

*vrvr  Under-going efforts toward improvement

Jededc Not achieved

No

Mid-term CSR Action Plan 2016-2018

CSR Action Plan 2018 Achievements

Assessment levels

Safeguarding life
and health

"Contribute to society by promoting innovations using
our technological expertise, and by stably supplying
high-quality pharmaceuticals coupled with truly reliable
information”

® Performed Phase |l clinical trial of NK 105
® Development of biosimilars progressed on schedule;
launched Trastuzumab BS for gastric cancer indications;
received additional approval for breast cancer treatment regimen A
® Received additional approval for our generic anti-cancer drug
Temozolomide for use in recurrent and refractory Ewing’s sarcoma;
received approval for manufacture and sale of our generic anti-cancer drug, Gefitinib

Kk

"Contribute to public safety by globally supplying a wider range of automobile
safety systems to improve automotive collision safety"

® Sales of new disk inflators and new cylinder inflators expanded
smoothly, starting gearing up for global production to help keep more people safe

® Embarked on the development of new products for the future

1.0, 9.¢

dmik,

-
Supporting a
comfortable life

"Contribute to society, safeguard the life and health of the public, and
support a comfortable life by executing R&D investments to consistently
deliver the best products"

® Made headway on new directions in current corporate research initiatives,
which we shared with the management team
® Promoted new efforts in corporate research that blends internal and external technologies and
in research into cultivating the next generation
® Facilitated technology exchanges among the business divisions and
the laboratories through the Company-wide Research Presentation
Conference, technology exchange meetings, and the consolidation
of in-house component technologies and shared technologies

ok k

® Strengthened intellectual property management systems at overseas Group companies

® Used patent evaluation metrics to analyze our Company’s and other
companies’ patents and then used them in our R&D

1.0 A1

"Contribute to the creation of an“ Super Smart Society” by providing functional
chemical materials that offer special characteristics for the fields of
information and communication, and energy and resource conservation"

® |n the Functional Materials Business, promoted the expansion of
epoxy resins for semiconductors and electronic devices and the development of new resins

®|n the Color Materials Business, expanded inkjet printer colorants for use in industrial printing

®|n the Catalysts Business, expanded catalysts used in production of
acrylic acid and metacrylic acid, which help to save energy and resources

Fokk

"Contribute to stable agricultural production by offering agrochemicals that
suit the needs of the market environment and our customers"

® L aunched our new insecticide, FINESAVE, in June 2018, and then
expanded its applications to 4 crops and 3 pests and promoted its sales

® Expanded the applications of our existing insecticide, Leafguard, to
4 crops and 2 pests and our spreading agents, Fumon and Widecoat, to 3 crop groups and 1 crop

1.0.0 ¢

Contributing to
the development
of a sustainable
society and
environment

Promote supply chain management

® Aimed for close communication and information sharing with
suppliers and promoted multiple purchasing channels for procurement stability

® Zeroed in on procurement risk and quality issues for some raw
materials and parts resulting from changes in the external environment

kv

"Promote the additional improvement of customer
satisfaction of product quality"

® Serious customer complaints: None*1 (vs. 1 in the prior year)
® Serious quality process failures: None*1 (vs. 1 in the prior year),

did not reach target for the number of small and medium-sized quality process failures
® Held risk management training for managers and practitioners,

and produced the English version of the “Why Why” Analysis Manual

1.0 A1

® Set up a Quality Assurance Division within the Functional Chemicals
Group to foster a strong quality assurance system
® Promoted a stronger global quality assurance system in the
Safety Systems Group, and taking initiatives to resolve issues at our overseas sites

) PA0%¢

"Contribute to environmental preservation by promoting energy and resource
conservation, and measures to prevent global warming"

® Achieved all mid-term environmental targets for fiscal 2020 except
the zero emission rate; expect to achieve all
of these targets by the end of fiscal 2020

*ok ok

"Improve environmental preservation technologies for water treatment"

® Completed the companywide project aimed at improving waste water treatment technology,
and as a follow-up, working with each business site working toward optimizing
waste water treatment facility operating and maintenance management and operating conditions

> kk

10

"Contribute to coexistence with the local society
through communication with its residents

® Continued conducting various initiatives to communicate with the local residents at our business sites

® As part of educational CSR, made outreach classes to local primary
schools and participated in the experience-based classroom,
Summer Children’s Science Experiment Show 2018

® Supported the table tennis T League as part of our initiatives
promoting health through sports

K kok

"Carry out dialogue with stakeholders by providing
appropriate information in a timely manner"

® Released an integrated report with fuller financial and nonfinancial information
® Engaged in ongoing dialogs with institutional investors

"Provide a work environment that focuses on respect for human rights and
work-life balance, and promote HR training and diversity"

® Ratio of female managers: 7.7%*2 (+0.7 pts vs. the prior year)

® To foster global human resources, implemented overseas language
school programs and rotations to the head office for local staff overseas

® Held educational training sessions on diversity (sexual harassment, power harassment, LGBT issues, etc.)
through e-Learning

® Number of men taking childcare leave: 13*2 (+9 vs. the prior year);
held headquarters visits for employees’ children

® Ratio of paid leave days taken: 61.1%*2 (+1.9 pts vs. the prior year)
® Average monthly hours of overtime: 13.3 hours*2 (+0.5 hours vs. the prior year)

® Met with the labor union for a working hour advisory committee to consider measures for
dealing with performance management and issues at each business site

® Set up a new workstyle advisory committee with the labor union

"Maintain a safe and secure work environment that
is free of accidents and work-related disasters"

® Received recognition under the Certified Health & Productivity Management Outstanding
Organizations Recognition Program (White 500), which is a health management indicator

® Promoted companywide health events and other specific activities for health and productivity
management as part of our Responsible Care (RC) Policy

® Serious accidents and injuries: None*@ (vs. 1 in the prior year)
® |ost worktime accidents: 3*2 (vs. 9 in the prior year)

® Designed and started using the RC progress checklist to enable common
diagnostics of all business sites. Also, formulated an RC Policy based on the contents of
the RC progress checklist in all business sites

® Started using a chemical substance risk assessment database and a job history database

"Secure stable earnings as a corporate group
with growth potential"

® Achieved sales of 172.6 billion yen and operating income of 19.9
billion yen; continued to return profits to shareholders via dividends

® Prepared for future growth by investing 16.0 billion yen in capital
expenditures and 12.5 billion yen in R&D

"Maintain business continuity even during an emergency"

® Conducted a review of the BCP manuals for the head office, each business division, and all group companies in China
® Held BCP training at the Central Headquarters for Disaster Countermeasures and the Asa Plant

"Instill CSR management throughout the group and
continue to fully implement compliance"

® CSR training taken in Japan by 12,138 people*2 through 5 sessions
of e-Learning training and by 409 people through 13 sessions of group training
® Compliance training taken in Japan by 2,416 people*2 in e-Learning
training, by 669 people in group training, and by 269 people in DVD
training, for a total of 3.353 people, and overseas by 720 people in group training

® |In response to the EU’s General Data Protection Regulation, entered into an agreement on the
vtransfer of personal data among Group companies in Europe

Fortify corporate governance throughout the group

® Gathered data for the Board of Directors effectiveness assessment survey and changed
how the Board operates with respect to three areas needing improvement; formulated an
action plan for the fiscal 2019 Board of Directors

® Carried out companywide assessments of 9 of our companies with respect to their internal
control and reporting systems (J-SOX); no problems detected

® Information security training received through monthly e-Learning training by 24,224 people*2
® Improved the level of security literacy through employee self-testing
® Set up an internal website to communicate information about information security within the Group

1 : Loss of 10 million yen or more (number of incidents is for the Nippon Kayaku parent company)

%2 : Figures are for the Nippon Kayaku parent company only

%3 @ Accidents due to which at least 3 people had to take off from work simultaneously or people died
(number of incidents is for the Nippon Kayaku parent company only)
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CSR Action Plan 2017 Achievements

Safeguarding life
and health

Supporting a
comfortable life

Contributing to
the development
of a sustainable
society and
environment

10

Mid-term CSR Action Plan 2016-2018

Contribute to society by promoting innovations using
our technological expertise, and by stably supplying
high-quality pharmaceuticals coupled with truly reliable
information

Contribute to public safety by globally supplying a wider
range of automobile safety systems to improve
automotive collision safety

Contribute to society, safeguard the life and
health of the public, and support a comfortable
life by executing R&D investments to consistently
deliver the best products

Contribute to the creation of an “Super Smart Society”
by providing functional chemical materials that offer
special characteristics for the fields of information and
communication, and energy and resource conservation*!

Contribute to stable agricultural production by offering
agrochemicals that suit the needs of the market
environment and our customers

Promote supply chain management

Promote the additional improvement of customer
satisfaction of product quality

Contribute to environmental preservation by promoting
energy and resource conservation, and measures to
prevent global warming

Improve environmental preservation technologies
for water treatment

Contribute to coexistence with the local society
through communication with its residents

%%k Target achieved

%% ys Almost achieved

*Yrys Under-going efforts toward improvement
Ye¥c¥c Not achieved

CSR Action Plan FY 2017 Achievements

® Commenced clinical trial for NK105, a polymeric micelle anti-cancer drug
® Brought to market Temozolomide NK tablets, a generic anti-cancer drug

® Obtained marketing approval for Trastuzumab BS NK, a monoclonal antibody biosimilar for cancer fields

® Completed capacity increases and production system expansion for existing products at our business sites
in Japan and overseas as planned and provided a stable supply of products under a global quality assurance system

® Completed the construction of a production/sales system for new products as planned

® Newly established one corporate research theme seeking technological integration

® Held initiatives for creating opportunities for mutual understanding and integration of technologies, including a company-wide research presentation meeting, meeting of r
esearch laboratory heads, and exchange meeting for analytical evaluation technologies

® Newly established two joint research projects with research institutions inside and outside Japan

® Reinforced management system of intellectual properties at overseas Group companies
® Promoted utilization of intellectual properties through analysis of our own patents and those of other companies

@ Provided dry film photoresist for digital devices in the ICT field

® Developed and provided pigments for inkjet printers in the industrial printing field

® Completed agrochemical registration of new insecticide FINESAVE®
® Expanded indications of existing insecticides to 13 crops + 1 crop family and 19 pests & diseases

® Ensured stable procurement by seeking to mitigate procurement risk by gathering information through communications with suppliers and by diversifying our supplier base

® One serious customer complaint (loss valued at more than 10 million yen)™
® Revamped the customer complaint database and quality process failure database and rolled out preventive measures following “Why Why” analysis

® Continued to strengthen the global quality assurance system and created a new education center to enhance safety and technical training for employees

® Conducted initiatives for the environment at each business division under the Responsible Care Policy and the forecast indicates targets for 2020 will be achieved

® Energy consumption per unit: achieved target by reducing 2.7%"' compared to last year

® Implemented company-wide project aimed at enhancing wastewater treatment technologies and established core technology

@ Continued various forms of engagement with local residents around plants
® Held outreach classes at local elementary schools as part of educational CSR and participated in the event-based Children’ s Science Experiment Show 2017

® Carried out Pink Ribbon Campaign activities throughout Japan and raised awareness about early detection and early treatment of breast cancer among around 20,000 people

® Disclosed financial and non-financial information in a timely and appropriate manner
® Continued ongoing engagement with institutional investors

@ Carried out impact assessment in the project to review the adoption of IFRS

® Promotion of the active role of women: percentage of women in management was 7.0%" (0.3 percentage points higher than last year)
® Carried out HR training including rank-based training and skills training at each plant and business division

® Carried out training for employees prior to being posted overseas, language learning support and interchange with personnel of overseas Group companies to foster globally-minded human resources

® Held manager training as part of measures to develop the next generation
® Held a meeting of the working hours committee with the labor union, promoted no overtime days, and introduced the anniversary paid leave system to encourage employees to take paid leave

Reinforced operations of the dedicated hotline and countermeasures committee following revisions to company rules related to harassment prevention and responses
Held group training and e-learning program (for all employees) on harassment

® Continued to carry out stress check-ups and conducted group counseling for high stress workplaces

® One electrical system work accident™
® Continued to hold fire drills and safety audits at each workplace and Group company and commenced workplace patrol activities (fixed-point observations) for identifying unsafe actions

® Carried out environmental and safety diagnoses at Group companies in China and held committee meeting involving persons in charge of environment and security

@ Achieved higher profit on higher revenue in terms of both net sales and operating income

® Established ROIC as a management indicator to improve capital efficiency and promoted cost reductions at plants and the sale of idle assets

® BCP training was held for the Pharmaceuticals Group in fiscal 2017
Continued to review BCP manuals focused on the frontlines

CSR training: Implemented group training for 315 employees, including 189 employees in five Group companies
Compliance training: In Japan, implemented e-learning for 1,973 employees, group training for 825 employees, and DVD training for 778 employees, and in China, implemented group training for 380 employees

® Complied promptly with revisions to laws in each country/region, and took steps to comply with the EU General Data Protection Regulation (GDPR)

® Conducted guestionnaire of Directors and Audit & Supervisory Board Members about the effectiveness of the Board of Directors

® Exchanged views between the Internal Audit Department and Audit & Supervisory Board Members, held meetings between the Internal Audit Department and audit corporation,
and strengthened collaboration of three-pronged audits

® Continued to implement information security training and information security self checks involving all employees

*1: Figures for Nippon Kayaku on a non-consolidated basis
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CSR Action Plan 2016 Achievements

Safeguarding life
and health

Supporting a
comfortable life

Contributing to
the development
of a sustainable
society and
environment

10

Mid-term CSR Action Plan 2016-2018

Contribute to society by promoting innovations using
our technological expertise, and by stably supplying
high-quality pharmaceuticals coupled with truly reliable
information

Contribute to public safety by globally supplying a wider
range of automobile safety systems to improve
automotive collision safety

Contribute to society, safeguard the life and
health of the public, and support a comfortable
life by executing R&D investments to consistently
deliver the best products

Contribute to the creation of an “Super Smart Society”
by providing functional chemical materials that offer
special characteristics for the fields of information and
communication, and energy and resource conservation*!

Contribute to stable agricultural production by offering
agrochemicals that suit the needs of the market
environment and our customers

Promote supply chain management

Promote the additional improvement of customer
satisfaction of product quality

Contribute to environmental preservation by promoting
energy and resource conservation, and measures to
prevent global warming

Improve environmental preservation technologies
for water treatment

Contribute to coexistence with the local society
through communication with its residents

CSR Action Plan 2016

Proceed with development of polymeric micelle anti-cancer drugs

Develop and launch generic anti-cancer drugs without delay and supply monoclonal
antibody biosimilar treatments

Governed by safe operations, increase our Japanese and overseas production
capacity as scheduled, and deliver high-quality products to global markets

Implement next-generation designs, production, and sales that suit growing
needs in global markets as planned

Create new products and businesses by implementing R&D investments, coordinating
and integrating group intellectual assets and technologies, and promoting open
innovations with parties outside the company

Create, protect, and use intellectual assets and establish a global management system

Promote business development of epoxy resins and industrial-use inkjet colorants
that contribute to reducing environmental impact and energy usage, and develop
and launch high-performance catalysts used to manufacture acrylic acid

Gear up for launch of new insecticides, develop a unique formulation using
formulation technologies, and expand applications for existing products

Maintain a stable supply chain and alleviate procurement risks through the promotion
of CSR procurement, while promoting improved quality and proper purchasing

Continue to implement activities to maintain our record of zero serious
customer complaints (5-Whys analysis, cross-organizational sharing of
case studies, preventing human error, etc.)

Strengthen global quality assurance system in the safety systems business
Promote initiatives for achieving our FY2020 mid-term environmental targets

Promote initiatives to reduce our energy consumption per unit by more than 1%
each year

Review existing wastewater treatment technologies, including those at group
companies, and seek out new treatment technologies

Continue to hold events, such as plant festivals, local community socials, local
cleanup activities, Pink Ribbon Campaign, and interactive events for children at
each of our locations and operate Asunaro house

Increase both disclosure of non-financial information for stakeholders, and
dialogue with shareholders and investors. to promote mutual understanding

Timely and appropriate disclosure of financial information and preparations to
introduce IFRS

Foster an environment conducive for diverse human resources to play an active role,
and implement HR training (conform with the law to promote the active role of women
in the workplace, global HR training, training to pass on and develop manufacturing
technologies, etc.)

Promote initiatives conducted in accordance with the Act on Advancement of Measures
to Support Raising Next-Generation Children (support for child-rearing and nursing care,
encourage men to participate in child raising, reduction of overtime, improvement of the
paid leave acquisition rate, etc.)

Promote health management that takes into account employee occupational safety
and health (continuing mental health training, implementing stress check-ups,
developing data health plans, etc.)

Continue to conduct activities for preventing accidents and disasters in advance
(fire drills, safety inspections, plant inspections by managers, employee training, etc.)

Carry out health and safety activities at group companies in accordance with the
Nippon Kayaku Group FY 2016 Responsible Care Policy

Optimally allocate management resources, improve capital efficiency, and carry out
business operations that focus on earnings improvement

Implement training adapted for the field and review the BCP manual

Continue to implement CSR and compliance training, which includes training for
employees at group companies

Comply with local laws in each country/region, and quickly and properly address
legal revisions

Promote measures in accordance with the revised Companies Act and the Corporate
Governance Code

Continue to implement and strengthen systems of internal control and risk
management (Top 5 risk control activities), as well as follow-up and improve on the
effectiveness of internal audits

Establish an information security system to strengthen corporate information
management

*1: Partial change in wording from April 2017

%%k Target achieved

%% % Almost achieved

*¥rys Under-going efforts toward improvement
¥y Not achieved

CSR Action Plan 2016 Achievements

Results from joint international trials of NK105 in patients with breast cancer did
not meet the prespecified statistical criteria of the primary endpoint, and planning
for future clinical trials is underway

Brought three generic drugs to market and proceeded with development of biosimilars favorably

Implemented the strengthening and expansion of production systems at our Japanese and overseas
bases as scheduled, and supplied a wider range of automobile safety components globally

Focused on products capable of handling quality requirements for global markets, and carried
out development of new-generation designs

+ Promoted joint research with the Group's internal and external research institutes

- Launched three new corporate research projects in collaboration with each of the research laboratories

+ Held a company-wide research presentation meeting and an exchange meeting for analytical evaluation
technologies, and implemented initiatives to promote the integration of intellectual property and
technologies

Established a global management system of intellectual property for our Chinese Group companies

- Promoted business development of environmentally-friendly epoxy resins and industrial-use inkjet
colorants
- Development is earnestly underway for high-performance catalysts used to manufacture acrylic acid

Promoted registration procedures for new insecticides, and implemented information sessions on the
safe use of agrochemicals in each representative's area

- Grasped procurement risks and maintained a stable supply chain by actively communicating
with suppliers through audits and investigations
- Developed familiarization activities for suppliers in relation to CSR procurement

Serious customer complaints: Zero cases? Continued to implement quality assurance activities for
making the workplace stronger through the Nippon Kayaku "Why Why" Analysis and quality
engineering training

Established the Quality Assurance Division, and strengthened global systems

Reviewed FY 2020 mid-term environmental targets based on the achievements of FY 2015, and
started initiatives towards stricter targets

Promoted the update of energy-conserving equipment and review of energy consumption methods, and
implemented energy conservation inspections

Planned a project to implement a review of existing wastewater treatment technologies and seek out
new treatment technologies, and activities are underway towards future results

- Pink Ribbon Campaign: Implemented activities at each business site, including overseas Group
companies, in October

- Interactive events for children (educational CSR): Offered chemistry experiment shows at each
business site and event

- Plant festivals, local community socials, etc.: Implemented according to plan

- Asunaro House: used by over 104 families (51% occupancy rate)

Improved optional items in business reports, and explained the corporate value creation
process and improved non-financial information in the annual report.

Continued to implement activities for the project to review the adoption of IFRS.

- Created an action plan for initiatives to promote the active role of women in the workplace, and
announced the action plan and targets inside and outside the Company

- Continued to implement training to pass on and develop manufacturing technologies at each business
site and Group company

(Female manager employment rate: 6.7%2, Achieved the legally mandated 2.1% employment for workers

with disabilities™?)

- Implemented various initiatives towards Platinum Kurumin certification, and plan to lodge an application
on our achievements at the end of the fiscal year

- Changed the system of leave for child-rearing and nursing care to make half-day increments also available

- Mental health training and health check-ups both achieved a 100% participation rate™
- Implemented stress check-ups, and responded to employees with high-levels of stress

- Incidence of major accidents: Zero cases™?

- Implemented activities to internally instill risk assessments focused on strengthening chemical substance

management

- Familiarized each Group company with the companywide Responsible Care Policy and targets together

with confirming the status of these initiatives with environmental health and safety diagnostics
+ Continued to implement health and safety activities at each Group company (various types of safety
training, KYT, near-miss training, etc.)

+ Did not achieve our net sales plan, but achieved our plan for operating income nevertheless through
promotion of cost reductions

« Ensured appropriate inventory management to focus on capital efficiency, and promoted the sale of
idle assets

- Implemented BCP training for hypothetical typhoon damage for the Catalysts Division and Asa Plant
+ Created BCP manuals for two Chinese Group companies

+ CSR training: Implemented 12 times for 260 employees, including 73 employees in seven Group
companies

+ Compliance training: Implemented group training in Japan in 33 times for 2,023 employees, DVD
training for 1,422 employees, and for 506 employees in management roles in six overseas Group
companies

Executed business operations that complied with the laws in each country/region for the entire group,
including laws related to chemical substances

Established opportunities for exchanging opinions with persons responsible for each business and advance

briefings of agenda items for the Board of Directors for Outside Directors

- Evaluated the operating conditions of important meeting bodies, and confirmed that governance was
functioning

- Implemented internal audits as planned, and carried out follow-up investigations on three Group
companies

- Continued to implement information security training for employees in addition to new career hires

- Development is underway towards the implementation of the information security policy next fiscal year

*2: Nippon Kayaku non-consolidated basis figures
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Corporate Governance

The Nippon Kayaku Group Corporate Governance and Internal Control System

Fundamental Approach to Corporate Governance

The Nippon Kayaku Group recognizes the vital importance of preserving business transparency through greater checks and balances, and
of timely, impartial information disclosure to investors and shareholders to gain the trust of society. To that end, we have put in place an
autonomous corporate governance system.

Corporate Governance System

Through decision-making by the council system of our Board of Directors and the corporate auditor system, the Nippon Kayaku Group
believes that its system of corporate governance effectively supports management functions.

We have introduced the executive director system, which clearly separates management's decision-making and supervisory functions
from business execution functions, enabling each of these functions to be reinforced, and ensuring that appropriate decision making and
punctual business execution take place. In addition, we have also elected independent Outside Directors in order to enhance the
supervisory functions over those executing daily operations. Audit & Supervisory Board Members attend various important internal
meetings, including meetings of the Board of Directors, and communicate with the Internal Audit Department in monitoring and
supervising the execution of duties of the Directors from an independent perspective.

> Summary of Internal Control Systems [§
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Internal Control System and Corporate Auditor Audits

The Internal Audit Department has been established separate from the Audit & Supervisory Board and is directly managed by the
president in order to perform internal audit that help prevent improprieties and errors before they happen, improve business operations,

and protect company assets. This department performs business audit on all Nippon Kayaku Group companies in accordance with the
fiscal year plan.

Audit & Supervisory Board Members attend board of director meetings and other important company deliberations, and performs
business execution audits to oversee and monitor directors' execution of duties from an independent perspective, in accordance with the
audit policy, audit plan, and assignment of duties decided by the Audit & Supervisory Board.

> Corporate Governance

Initiatives to prevent corruption and anti-competitive behavior

The Nippon Kayaku Group established the Nippon Kayaku Group Charter of Conduct and Code of Conduct*! in 2011 to define the scope
of conduct that should be observed and practiced by the Company's executives and employees in carrying out business activities.
Chapter 1 of the Code of Conduct sets forth detailed standards of conduct for business operation. Also, to have CSR procurement
practices that aim for mutually sustainable development with our business partners, in addition to observing laws and social norms, we
have drawn up detailed guidelines with respect to compliance, human rights, labor, health and safety, and other areas, and we are
sponsoring study sessions and briefings on these guidelines. We have also created the Nippon Kayaku Code of Practice in response to the
JPMA Code of Practice®? (hereinafter, JPMA Code) created by the Japan Pharmaceutical Manufacturers Association, which went into effect
on April 1, 2013, and builds on its previous Promotion Code for Prescription Drugs. Not only our Pharmaceutical Group, but all of Nippon
Kayaku's executives and employees (including those of our domestic subsidiaries) strive to be trusted by society, and are mindful that our
stakeholders always desire high ethical standards and transparency in our activities.
%1 The Nippon Kayaku Group Charter of Conduct and Code of Conduct were established in 2000, and have been in effect at all of our Group companies since
2011.

%2 The JPMA Code of Practice is the Japan Pharmaceutical Manufacturers Association's Code of Practice.

Copyright © Nippon Kayaku Co.,Ltd. All Rights Reserved.



Summary of each Meeting

Board of Directors Meeting (Held Monthly)

To ensure prompt decision—making, the Board is limited to 10 members. Decisions related to important
business matters are made through the stipulations of the Board of Directors in conformity with relevant

laws and our articles of incorporation. Operational oversight functions also are being strengthened.

Management Meeting (Held Weekly)

The Management Meeting deliberates important matters related to management and business affairs and
receives reports from business divisions. The President, as the chairman, makes decisions after thorough

deliberation among the Management Meeting members.

Executive Directors Meeting(Held Quarterly)

The Executive Directors Meeting is chaired by the President, and attended by all Executive Directors (up
to 25) appointed by the Board of Directors. Executive Directors report on the status of the businesses
they have been entrusted with from the Board of Directors and the President as well as other necessary

matters.

Management Strategy Meeting(Held Semi—Annually)
Important management matters at the Board Meeting such as basic policy of our group and management
strategy are distributed to management personnel through the Management Strategy Meeting to ensure

thorough understanding and awareness.

Board of Auditors Meeting(Held Monthly)

The Board of Auditors consists of five auditors (three external). The members monitor and oversee the

duties of Directors from an independent position based on the stipulations of the Board of Auditors..

In addition, the Company clarifies authority and responsibility by management position, segregation of duties and
company organization structure, setting rules that stipulate duties and powers. This promotes organized and

efficient operations and establishes a framework of accountability.



Establishment of Various Committees

CSR Management Committee

Decides CSR action policy and mid—term action plan as well as confirms the validity of the measures

based on KAYAKU spirit and CSR philosophy to undertake corporate social responsibility sustainably.

Ethics Committee

Works to formulate policies and measures for compliance and implementation of the Charter of Business

Conduct and Code of Business Conduct and to evaluate companywide compliance.

Risk Management Committee

Develops and maintains a risk management structure for risk preventive measure, damage control and

damage remediation over the full range of management issues.

Disclosure Committee

Scrutinizing important managerial information of the company and maintains and improves the structure

for timely and proper external disclosure.

Environment, Safety, and Quality Assurance Management Committee

Presents its fiscal year policies on environment, safety, and quality assurance matters. Assesses results,

and devises plans for improvement.

Energy Conservation and Global Warming Prevention Committee

Makes mid— and long—term plans, confirms earch activity and discusses measures to problems based on
the policy about energy conservation and global warming prevention.

These results are disclosed to inside and outside the company.

Research & Development Management Committee

Develops company—wide research and development policies and strategies. A forum to report, discuss

and make decisions on important research and development matters.
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Compliance

The Nippon Kayaku Group widely recognizes compliance as not only adhering to laws and ordinances, but also upholding social norms
and responding to the needs of society.

Nippon Kayaku Group Charter of Conduct and Code of Conduct

With the recognition that compliance holds a position of the utmost importance in its business activities, the Nippon Kayaku Group,
established the Nippon Kayaku Action Charter and Nippon Kayaku Action Standards in 2000. Later, in 2011, this was amended to the
Nippon Kayaku Group Charter of Conduct and Code of Conduct, which follows ISO 26000, the international standard for effectively
assessing and addressing social responsibilities.

The Nippon Kayaku Group Charter of Conduct

Business operation

1. The Nippon Kayaku Group will pay careful attention to the safety and reliability of its products and services,
and provide customers with products and services satisfying their needs.

2. The Nippon Kayaku Group will comply with the words and spirit of relevant laws and regulations, as well as
with its internal rules, to conduct fair, transparent and open competition.

3. In conducting overseas business operations, the Nippon Kayaku Group will comply with relevant laws and
regulations in Japan and abroad, and respect the culture and customs of each country and region.

4. The Nippon Kayaku Group will appropriately manage and utilize the company assets and seek to improve the
efficiency of business operations, so as to achieve a continuous growth.

5. The Nippon Kayaku Group will deal firmly with anti-social forces, and will not yield to unjustified or illegal

requests.

Relationship with society
6. The Nippon Kayaku Group will promote coordination and cooperation with society and contribute to the
society as a good corporate citizen.
7. The Nippon Kayaku Group will disclose information concerning on its business operations to customers, local
society, employees and business partners, based on objective facts, in an adequate and timely manner.
8. The Nippon Kayaku Group will always give consideration to the impact of its business on the global
environment. The Group will aim to achieve environmentally friendly business operation, by not only by

compliance with relevant laws and regulations, but also by establishing voluntary standards.

Management of business information
9. The Nippon Kayaku Group will adequately protect any information obtained through its business operations
and develop countermeasures safe-guarding against information leakages and unauthorized external and
internal access.
10. The Nippon Kayaku Group will acknowledge the proprietary nature of information (Intellectual Property) and
respect the rights of others.


https://www.nipponkayaku.co.jp/english/csr/

Relationship between the company and individuals
11. The Nippon Kayaku Group will comply with labor laws and regulations to ensure a safe and comfortable

working environment, and will also respect the fundamental human rights and privacy of the individuals.

Relationship between the Code of Conduct and ISO 26000

Relationship between the Code of Conduct and I1SO 26000
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> Relationship between the Code of Conduct and ISO 26000 B§

Raising Awareness about Compliance

The Nippon Kayaku Group provides training on compliance for its employees, and calls on each workplace to establish an action plan and
carry out activities to raise awareness of compliance among them. The results of these activities are evaluated and are utilized in
continuous efforts to further educate employees about the importance of compliance.

Compliance Month and Compliance Survey

Every October, which is designated Compliance Month, we conduct a compliance survey. Issues concerning the promotion of compliance
are identified for each business site, and feedback is provided in the form of a report that includes recommendations for improvements.
Each business site incorporates this information into their action plans for the following fiscal year to continue raising awareness of
compliance. In fiscal year 2015, we entered into a new contract with a survey analysis firm, and also shared objective feedback with each
workplace, such as comparisons with other companies and improvement proposals, with recommendations for improvements to be

made.

Compliance Training

Every year, the Nippon Kayaku Group's compliance training in Japan focuses on an annual theme. Study
sessions and case studies are offered regular meetings and other occasions at each work site.
Compliance training in fiscal 2018 focused on two themes: "The Nippon Kayaku Code of Practice: Talks
with Medical Professionals" and "Power Harassment in the Workplace."

Most training is to our employees through e-Learning on our database, so that all employees will have
access to training opportunities and programs. Group training sessions and DVD recordings are also

available for all business locations and affiliated companies. Group Training Session on Compliance



Raising Awareness at Overseas Group Companies

Nippon Kayaku's overseas Group companies now make up almost half of the Group's sales and employ
more people than our domestic operations. In particular, our six Group companies in China have
almost 1,000 employees, who all need to be trained on the KAYAKU spirit and compliance awareness.
In June 2018, the general managers and ethics officers from our Chinese Group companies met for the
Second Ethics Officer Conference, which included reports on compliance initiatives and issues at each
company, discussions about setting up a whistle-blower system in China and conducting a compliance
survey. Following the conference, each Group company created internal rules and launched its own
whistle-blower system that included setting up a whistle-blower hotline at an external legal office.
Then, the first compliance survey was conducted in October, and feedback on the findings was given to
each Chinese Group company and the relevant business divisions at the head office.

Furthermore, the Company's Internal Control Management Division and the person in charge of legal
affairs from KSC* collaborated in holding compliance training for local employees at each company.
Going forward, we will take into account each country's situation and strengthen ties among

departments so that we can initiate a more effective and efficient global compliance activities.

% KSC : Kayaku (Shanghai) Co., Ltd

The Nippon Kayaku Group's whistle-blower system

We have set up whistle-blower hotlines for employees both inside and outside the company. Through these hotlines we strive to quickly

remedy situations and also prevent violations of laws, company rules and our code of business conduct before they occur.

General route

® Nippon Kayaku Group Compliance Hotline|

Receipt of whistleblower report
Ethics Commitiee
Chairman
Intemnal
Compliance  Raport | Instruction
Contact
: 3 Hatline

~edfcamnof . Mippen Kayaku Ethics
m Committee

Secrotariat
facts fri
Fesdinack External
Compliance Contact Report
Haotline

Cantact
Coresulation

Supericr / Workplace Compliance Leader

Law Office

Ethics Committea

Implement
Investigation — corrective —> Follow-up
meaasures

The Ethics Committes daliberates and responds to
cases relatad to the entire Nippon Kayaku Group.

Number and nature of reports over the previous three years

Nature of reports

Acts that damage the work
environment (power
harassment/sexual
harassment, etc.)

Violations of company rules or
etiquett

2016

2017

2018



Nature of reports 2016 2017 2018
Labor/Management Relations 0 0 2
Others 0 0 0

Copyright © Nippon Kayaku Co.,Ltd. All Rights Reserved.




Relationship between the Code of Conduct and ISO 26000

Nippon Kayaku Group Charter of Conduct

Nippon Kayaku Group Code of Conduct

ISO26000 Core Subjects and Related Issues

Fair

Human Labor The ti Consumer | Community involvement
rights practices | environment P ELI issues and development
practices
H Business operation Code of Conduct on business operations
The Nippon Kayaku Group will pay careful attention to the 1 Product safety and quality .
1. safety and reliability of its products and services, and provide 2 . . .
customers with products and services satisfying their needs. Provision of product information ®
The Nippon Kayaku Group will comply with the words and spirit 3 | Fair and impartial trade o [
2 - of relevant laws and regulations, as well as with its internal rules, o ) ) ]
to conduct fair, transparent and open competition. 4| Prohibition of excessive gifts and entertainment ()
In conducting overseas business operations, the Nippon Kayaku 5 | Priority on ethics ® o o o o
3 - Group will comply with relevant laws and regulations in Japan and
abroad, and respect the culture and customs of each country and region. | O | Prohibition of pursuit of individual benefits o o
- g : Compliance with local laws and regulations and respect for international
4 Tr?(? Nippon Kayaku Group will appropngtely manage a'nfi 7 norms, cultures and customs . . . . . .
- utilize the company assets and seek to improve the efficiency
of business operations, so as to achieve a continuous growth. 8 | Adequate protection and efficient utilization of corporate assets. o
5 The Nippon Kayaku Group will deal firmly with anti-social 9 | Active efforts for operational improvement [ o o
* forces, and will not yield to unjustified or illegal requests. ) } ) o } .
10| Exclusion of anti-social forces, criminal and/or other illegitimate sources o
B Relationship with the society Code of Conduct on the relationship with society
6 The Nippon Kayaku Group will promote coordination and cooperation 11| Social action programs o
* with society and contribute to the society as a good corporate citizen. } -
12| Exchange with local societies o
The Nippon Kayaku Group will disclose information concerning on
7 its business operations to customers, local society, employees and 13 Adequate and timely disclosure of information o o o
" business partners, based on objective facts, in an adequate and
timely manner. 14| Thorough crisis management o o o o
The Nippon Kayaku Group will always give consideration to the 15 Prohibition of insider trading .
impact of its business on the global environment. The Group will
8 . aim to achieve environmentally friendly business operation, by not 16 Environmental C .
only by compliance with relevant laws and regulations, but also by
establishing voluntary standards. 17| Environmental protection effortsoexistence o
B Management of business information Code of Conduct for the management of business information
The Nippon Kayaku Group will adequately protect any information | 18| Protection of business information o
9 obtained through its business operations and develop
* countermeasures safe-guarding against information leakages and 19| Protection of personal information o o o
unauthorized external and internal access.
_ 20| Appropriate use of information system ®
10 The Nippon Kayaku Group will acknowledge the proprietary nature
" of information (Intellectual Property) and respect the rights of others. 21 Respect for the rights of other people o

The Nippon Kayaku Group will comply with labor laws and
regulations to ensure a safe and comfortable working environment,
and will also respect the fundamental human rights and privacy

of the individuals.

Maintenance of the working environment

Prohibition of harassment and abuse of power

Respect for human rights and privacy
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Risk Management

Identifying and controlling various risks is an important element of corporate governance. The Nippon Kayaku Group works to mitigate

risks by following the Risk Management Action Plan approved by the Risk Management Committee.

Activities Promoting Risk Management

The Nippon Kayaku Group carries out TOP5 Risk Control Activities as part of its Risk Management Action Plan. The “TOPS5 risks” are those

identified as the five most critical risks for our business operations.

TOPS Risk Control Activities cover all subsidiaries of the Nippon Kayaku Group, that are in turn broken down into more than 70 individual

groups.

Through TOP5 Risk Control Activities, a performance report is compiled for the Risk Management Committee that includes an analysis of
the risks present and identification of sustainable trends that can be adopted by management. These include risks present for the
Company as a whole, whether risks are being dealt with regardless of their severity, and whether risk management is being carried out

effectively.

Information Security Initiatives

The Information Security Subcommittee was established under the Risk Management Committee to help reinforce information security of
the entire company, with the goal of managing and monitoring company-wide information security at all times and preventing risks such
as information leakages before they happen. Based on the Corporate Information Management Regulations, which covers the entire
company, persons in charge of corporate information are appointed in each workplace to draft regulations for their own respective
workplaces, and provide ongoing training on information security for each and every employee to raise the awareness about information

security.

In fiscal year 2018, we had all employees carry out an information security self-check to identify issues at the individual level. This
information will be used for future improvement plans.

Risk Management Training

The Nippon Kayaku Group implements the Plan, Do, Check, Act (PDCA) cycle continuously so that it can minimize and raise awareness of
risks. As part of these efforts, we conduct risk management training for all employees. Also, a separate risk management training session
is organized for new hires, newly appointed managers, and Japanese expatriate employees being assigned overseas.

Risk Management System



We have established a "Risk Management Manual" and "BCP Manual" in preparation for risks that could have a serious impact on corporate
activities.

The first version of the Risk Management Manual was created in FY 2000, so that various risks surrounding the Nippon Kayaku Group's
business operations could be managed and addressed in a proper manner.

The Risk Management Manual has been through several revisions due to various situations faced since then, currently being the fourth

revision which was updated in FY 2018.

The Nippon Kayaku Group's Business Continuity Plan Initiatives

We have conducted business continuity plan (BCP) training at the head office since FY 2012, utilizing the lessons learned from the Great

East Japan Earthquake and tsunami that struck Japan on March 11, 2011. This section takes a closer look at our BCP initiatives.

Preparing BCP Manuals

The Nippon Kayaku Group has launched a cross-organizational BCP project, under which all business divisions and plants in Japan have
established their BCP manuals, based on the premise that the business must be recovered within a given time after a contingency. In
addition, the Nippon Kayaku Group has begun preparing BCP manuals at overseas group companies in order to respond to global risks. In
FY 2016, two Chinese subsidiaries established BCP manuals and put them into practice.

BCP Training

Ongoing BCP training is critical to putting the plans established in the BCP Manual into action promptly.

We hold BCP training every year, attended by executive officers, including the president.

In FY 2018, we conducted a simulation of first-response actions in the event of a major earthquake at

our Central Headquarters for Disaster Countermeasures.

Going forward, we will continue to carry out BCP training based on a wide variety of scenarios.

Fire and Disaster Prevention Activities

Starting in FY2011, the Nippon Kayaku Group has gathered and summarized information regarding the Disaster Prevention Training
Activities at each group company.

> FY 2018 Nippon Kayaku Group Disaster Prevention Training Activities Summary sheet I§

LELELEUNJETY Fire and Disaster Prevention Activities

Since the Great Hanshin-Awaji Earthquake, increasing the ability to respond to large-scale
disasters has become an important issue. Given this, the Fire Services Act was partially revised,
and the Disaster Prevention Management System was newly established in accordance with the

current Fire Prevention Management System.

The size of the Takasaki Plant necessitates disaster prevention management, so in addition to the
conventional fire fighting training (held annually), the plant now holds a new training drill with
the scenario of a major earthquake.

Now, the plant holds a comprehensive fire prevention drill as part of fire prevention management
during the spring, and a comprehensive disaster prevention training using the scenario of a

major earthquake (seismic intensity of 6 upper) as part of its disaster prevention management in

the fall each year.



All employees participate in both trainings, in which they assigned to teams with their designated
roles, and practice evacuation, rescue, communications (using satellite phones), and protection

measures.

The Takasaki Plant is surrounded by rivers and forests, which also exposes it to the risk of wild
fires. With this in mind, the plant's firefighting brigade conducts fire extinguishing drills at the
same time as those mentioned above, using the plant’s own fire truck. On the day of the drills, all
participants take part earnestly and the nearby fire chief visits to assess the drill every year.

These activities make the training quite beneficial to all involved.

Also, fire drills using actual fire extinguishers are conducted as part of the annual safety training

for new hires, and AED training is offered during Safety Week in October each year.

Furthermore, following the Great East Japan Earthquake, we have stocked up provisions of food
rations (1,000 meals), drinking water and fuel (diesel and gasoline) in preparation for any

emergency in the future.

LEVELCREVEAISH U DRV Disaster Prevention Training

KSM conducts disaster prevention training so that it can prepare for and be able to respond

appropriately during emergency situations.

The disaster prevention training is designed based on risks that could occur at the KSM site, in

accordance with Mexican laws and regulations.

KSM's plant has a high risk of fire, so training focuses mainly on fire prevention. Details such as
causes of fires, preventive measures and chain of communication during emergencies are
explained on a monthly basis. Employees are taught what to do and who to contact in the case

they find potential causes for fires, as well as how to respond to an evacuation warning.

KSM has an emergency response brigade that comprises of 40 employees representing each
department. Training for this emergency response brigade takes place at an offsite institution
certified by the government, with experts in the field brought in as trainers. This training involves
not only lectures concerning theoretical fire prevention, but also field training that includes
exercises for safe fire extinguishing activities, first aid, rescue and responses to leakages of

hazardous substances.

For example, training on the use of fire extinguishers and fire hydrants uses actual kerosene and
other flammables to train with an open flame. First aid training covers emergency scenarios with
potential injuries that occur inside a plant, such as burns, cuts, as well as breathing difficulty and
suffocation.

Rescue training focuses on saving people from hazardous areas safely, including those with
injuries, and from difficult to reach places and locations with low visibility.

Furthermore, training on leakages of hazardous substances was held onsite at our own facilities
and mainly involved the collection of leaked substances and decontamination methods for the

polluted site.

LEVELCRE S RNV ETEWS ER [ W1 RN 2018 Evacuation Training and

Chemical Spill Training

KMY held evacuation and chemical spill training on December 26, 2018. This training was
designed to be compliant with the laws and regulations of Malaysia's fire departments and

focused in particular on risks that could potentially occur during normal everyday work.

The evacuation training was jointly organized by the Safety, Health and Environment Department
and the emergency response team (ERT), and ensuring that all employees predetermined

evacuation route and rendezvous points during an emergency situation.




The chemical spill training involved the person in charge of the department that caused the spill
to promptly report to ERT members, and carry out appropriate cleanup as well. At the same time,
it is the ERT's responsibility to provide set up spill controls and personal protection equipment so
as to ensure that chemicals being handled can be obtained easily.

The training also fulfilled the goal of educating ERT members about the KMY command system

and fostering understanding about their individual roles and responsibilities. It was also
confirmed that KMY’s firefighting, support and first aid teams, along with the production staff are
all standing by and ready to assist during an emergency, with all fire fighting facilities in place
and ready for use.

Copyright © Nippon Kayaku Co.,Ltd. All Rights Reserved.



FY2018 Nippon Kayaku Group Disaster PreventionTraining Activity Summary Sheet

A : Unrealized due to lease limitations — : Non-applicable
* : Notification, evacuation, fire fighting, and other training in cooperation with the Fire Departments overseeing Comprehensive Disaster Prevention Exercises
<® : Training in placing the monthly satellite phone calls, starting June 2012, required by the Satellite Phone Training section of the BCP

Early stage fire-fightingtraining ;
Notification training, Use of fire extinguishers and Earthquake First-Aid training, Lectures,
evacuation training fire hydrants, firefighting skills | simulation training AED training study sessions
Satellite phone training

Leakage Response
training, Sandbag
training

Comprehensive

Business site/ Company name disaster prevention
training*

o ® o & o o ® —

Head Office,
NIPPON KAYAKU CO., LTD.

Fukuyama Plant/
NIPPONKAYAKU FUKUYAMA CO., LTD.

Asa Plant

Tokyo Plant/ NIPPON
KAYAKU TOKYO CO., LTD.

Takasaki Plant

Himeji Plant

Kashima Plant

o o o 0o 0 0 o0
G| G| G| 6| 6| 6|6

Tokyo business CENTER/
Tokyo R&D Administration office

POLATECHNO CO., LTD.

X
X

MOXTEC, INC. X

WUXI POLATECHNO OPTICS CO., LTD. o

Dejima Tech B.V. X

POLATECHNO (HONG KONG) —
CO., LIMITED

X
X
X
X

|

NIKKA FINE TECHNO CO., LTD. —

Nippon Kayaku Korea Co., Ltd. —

NIPPON KAYAKU AMERICA, INC. -

Euro Nippon Kayaku GmbH —_ —

KAYAKU CHEMICAL (WUXI) CO., LTD.

MicroChem Corp.

Wuxi Advanced Kayaku
Chemical Co., Ltd.

Shanghai KAYAKU
International Trading Co., Ltd.

NIPPON KAYAKU FOOD
TECHNO CO., LTD.

Tumor Diagnosis Support Co., Ltd.

NAC Co., Ltd.

Taiwan Nippon Kayaku Co., Ltd.

Kayaku Safety Systems Europe a.s.

Kayaku Safety Systems
(Huzhou) Co., Ltd.

Kayaku Safety Systems
de Mexico, S.A.de C.V.

Kayaku Safety Systems
Malaysia Sdn.Bhd.

Nishiminato Driving
School Corporation

Okiura Golf Center Co., Ltd. —

Kayaku (Shanghai) Co., Ltd. —

JHMS Co., Ltd. -

Wako Toshi Kaihatsu Co., Ltd.

Kouwa Sangyo Co., Ltd.

Gunnan Sangyo Co., Ltd.

Head Office,
Kayaku Japan Co., Ltd.

Asa Plant,
Kayaku Japan Co., Ltd

Sanko Kagaku Kogyo Co., Ltd. X

Head Office, KAYAKU
AKZO CORPORATION

Asa Plant, KAYAKU ®
AKZO CORPORATION
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mmitment to CSR

The Nippon Kayaku Group has business operations in twelve countries around the world, comprising a total of 35 group companies, 13 in

Japan and 22 overseas. This section presents the unified CSR commitment of the 31 consolidated group companies.

Wuxi Polatech

Kayaku Safety Systems Europe a.s.
Euro Nippon Kayaku GmbH
Dejima Tech B.M

RaySpec Ltd
United Kingdom

POLATECHNO

Chemical Co.,

Optics Co., Ltd

(HONG KONG) CO., LIMITED

KAYAKU CHEMICAL
(WUXI) CO., LTD.

Wuxi Advanced Kayaku
Ltd.

no

Shanghai KAYAKU
International Trading Co., Ltd.

Kayaku Safety Systems
(Huzhou) Co., Ltd.

Kayaku (Shanghai) Co., Ltd
MOXTEK, Inc.

NIPPON KAYAKU
AMERICA, Inc.

Czech Republic POLATECHNO CO., LTD [ coChem Core.
Nippon Kayaku Korea Co.,Ltd. Korea p
p co.Ltd. United States
[Japan 2

NIPPON KAYAKU
(THAILAND) CO.,LTD.

Taiwan Nippon
Kayaku Co., Ltd.

Kayaku Safety Systems Malaysia Sdn.Bhd.

Functional Chemicals Group

CEO & Representative Director & President Masatomi Akezuma, POLATECHNO CO., LTD

POLATECHNO specializes in the 'Light Control Business', and aims to provide distinctive products useful to

people in various situations all over the world. At the Niigata Facto

waste liquids and materials, and detoxify emissions. Our energy saving program was rated highly and

NIKKA FINE TECHNO Co., Ltd.
Kowa Sangyo Co., Ltd.
NIPPONKAYAKU FOOD TECHNO CO., LTD.

Gunnan Sangyo Co., Ltd.

Tumor Diagnosis Support Co., Ltd.

Wako Toshi Kaihatsu Co., Ltd.
JHMS Co.Ltd.

Okiura Golf Center Co., Ltd.
Mishiminato Driving School Co.Ltd.
Kayaku Safety Systems de Mexico, S.A. de C\V.

ry, our manufacturing base, we recycle

received the "Chairman Award of 2014 Tohoku 7 Prefecture Electricity Effective Use Promotion Committee".

We will continue supplying distinctive products from our energy-saving and eco-friendly plant and keep

contributing to society.

Functional Chemicals Group
CEO & Representative Director & President Norio Koma

Pict Leap Co., Ltd. creates new electronic displays and security products. With our special optical film
technology and unique display system design, we aim to contribute to the realization of a safe, comfortable,
and convenient society by offering displays that can be seen clearly under any conditions and, in the

security area, thin and highly reliable fingerprint sensors.

, Pict Leap co.,Ltd.
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Functional Chemicals Group
Representative Director & President Shinya Fukuoka, NIKKA FINE TECHNO Co., Ltd.

Nikka Fine Techno is the only domestic trading company in the Nippon Kayaku Group. We strive to be a
helpful trading company that immediately accommodates our customers' wishes, and we market not only

the Nippon Kayaku Group's products but also the best goods and materials carefully chosen from a broad

range of available products in the market. So that our customers will feel comfortable using our products,
we market only goods that have passed checks that are stricter than those required by safety, quality, and
legal standards. This is why our employees work together as a team in pursuing corporate activities
according to the Company's Charter of Conduct and Code of Conduct. Our goal is to realize the KAYAKU
spirit and achieve sustainable growth with CSR management that meets the expectations of all of our
stakeholders and earns their trust.

Top of Page®

Functional Chemicals Group
Representative Director & President Kazuki Uchida, Kowa Sangyo Co., Ltd.

Kowa Sangyo performs contract manufacturing work at Nippon Kayaku's Asa Plant. Specifically, our main
safety and health initiatives entail using interactive training tools to further improve employee education
with first-hands experiences or simulations of dangerous situations. We also believe that we can help

provide some help in the event of an emergency be offering training in first aid and AED use and by
supporting local fire departments.

The Wasshoi! Kayaku Festival that we co-sponsor with the Asa Plant every November has become an annual
community event. We hope that all of our employees will be able to continue contributing to the community
through their corporate activities.

Top of Paget

Pharmaceuticals Group
Representative Director & President Hiroshi Shimada, NIPPONKAYAKU FOOD TECHNO
CO,, LTD.

NIPPONKAYAKU FOOD TECHNO CO., LTD. manufactures and sells food preservatives and other products. As
part of our CSR-centered management, we aim to contribute to society through the provision of highly

valuable services and excellent products that emphasize food safety and healthy diets. As a member of the
Nippon Kayaku Group, each and every employee abides by the Nippon Kayaku Group Charter of Conduct
and Code of Conduct, following an esteemed set of ethical values with safe operations, compliance and
environmental consciousness receiving top priority to realize the KAYAKU spirit. With this stance, we are
working to develop new fields in the food industry, and live up to the trust and expectations of our
customers.
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Pharmaceuticals Business
Representative Director & President Daisuke Funagoshi, Gunnan Sangyo Co., Ltd.

Gunnan Sangyo provides the security, landscaping and janitorial services for the Takasaki Plant, and is
responsible for the property management of Hisho, the training center for the employees of the Nippon

Kayaku Group. We are working to carry out CSR activities by providing a more comfortable environment for

local residents, the people that work at Takasaki Plant and the training center.

Pharmaceuticals Business
Representative Director & President Koichi Ono, Tumor Diagnosis Support Co., Ltd.



The Tumor Diagnosis in Tumor Diagnosis Support stands for tumor diagnosis. We support the diagnosis of
pathological tissue found in mammary glands. Today, breast cancer has the highest prevalence rate of any
cancer for women. However, breast cancer is believed to be an extremely difficult type of cancer to diagnose
accurately with pathological tissue. Without the right diagnosis, a patient will not be able to receive the most
effective treatment. As part of The Nippon Kayaku Group's Commitment to CSR management, Tumor
Diagnosis Support is working day in and day out to contribute to an environment where breast cancer

patients can receive treatment with the best possible outcome.

Other Businesses
Representative Director & President Naohiko Takeuchi, Wako Toshi Kaihatsu Co., Ltd.

Wako Toshi Kaihatsu engages in the real estate leasing business. We own land and a six-story building
located in front of Wakoshi Station in Saitama Prefecture, which is leased to retailer Itoyokado's Wako store.
We also lease two company housing buildings and one employee dormitory to Nippon Kayaku, as well as the
building used for Asunaro House, a facility for supporting families of children with intractable diseases such
as pediatric cancer, or who require bone marrow transplants and are being treated at specialist institutions.
Our facilities, including Asunaro House, are used by a large number of people, and this is why we strive to

continually update and upgrade each to ensure user safety and comfort.

Other Businesses
Representative Director & President Naoki Shiota, JHMS Co.,Ltd.

Japan Human Resources Medical Science Research Institute Co., Ltd. has a mission to contribute to society
as a company providing comprehensive business support solutions to healthcare and other fields. Our
business areas span a wide range of pharmaceutical support businesses for medical devices, including video
productions, human resources development, training, worker dispatch, worker recruiting, and medical
statistics. We also abide by related laws and regulations, and we hope to continually meet the needs of our
customers to the best of our abilities.

Other Businesses
Representative Director & President Naoki Shiota, NAC Co.,Ltd.

NAC Co., Ltd. is involved in providing reception, security, and landscaping, and environmental safety
services for, as well as operating a Sumida River ferry that serves as a mode of transportation for Nippon
Kayaku’s Akabane campus and Tokyo Plant as well as delivering internal mail, letters, and consumables to
each workplace, filing confidential documents, and waste material handling for the Akabane campus as well.
Additionally, NAC provides mainstay services for the Pharmaceutical Group which is the consignment of
standard quality testing. and providing high quality data which plays a role in new compound and new
preparation agent development and chemotherapy establishment and possesses the technology for
delivering high quality pathological tissue specimens which contribute to accurate diagnosis of breast
cancer.

One of our distinctive features is our inclusive workplace that hires persons with disabilities. We aim to

evolve into a business where persons with disabilities can realize their fullest potential.

Other Businesses
Representative Director & President Tadayuki Kiyoyanagi, Okiura Golf Center Co., Ltd.

Okiura Golf Center was established in 1985 and began operations in 1986 with the goal of utilizing idle

land. We offer one of the largest golf practice facilities in Hiroshima Prefecture, featuring a 250 yard natural
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grass driving range with 72 tee boxes, along with a putting green, chipping green, sand trap and even a
restaurant. The facility is surrounded by trees we have planted with the environment in mind. We are open
from early in the morning to late at night and offer a host of golf lessons taught by professionals, and our
facilities and services have earned us a strong reputation among customers. We promote CSR management
to ensure that customers of all ages, from children to seniors, can enjoy using our facilities with peace of

mind, and utilize our facilities as a venue for socializing with other members of the local community.

Other Businesses
Representative Director & President Shigeyoshi Nose, Nishiminato Driving School Co.,Ltd.

Nishiminato Driving School’s primary goal is to teach people how to become safe and considerate drivers in
preparation for obtaining their driving licenses and joining the automotive society. We also host outreach
programs at local elementary and high schools on traffic safety, and also organize presentations on traffic
safety for seniors and companies. We actively fulfill our role as a hub for community transportation safety
education. As a comprehensive institute of learning for traffic safety, we will continue to strive to become a

positive company that is supported and empathized by the community.

WO NSl [ Functional Chemicals Group

Managing Director Peter Smith, RaySpec Ltd.

RaySpec Ltd is committed to conducting business in a fair and just manner, fully respecting its legal
obligations regarding equal opportunities and non-discrimination, and providing a safe and healthy
environment for its employees. Environmental impact is considered for all new product developments and
the company actively promotes energy saving through both investments and daily activities. RaySpec

actively promotes engagement with charitable organizations and supports fund raising initiatives.

RaySpec's products contribute to the safety and well-being of people around the world by utilizing systems
which can measure and restrict the use of hazardous substances, determine material failure modes and

check product quality.

Functional Chemicals Group
Managing Director Henk Kalsbeek, Dejima Tech B.V.

Dejima aims to conduct its business in a socially responsible and ethical manner, to contribute to the
community in which it operates, and to respect the needs of its employees, shareholders, customers,
suppliers, regulators and other stakeholders. Dejima is committed to maintaining a healthy and safe work
environment that ensures tolerance, respect and dignity for all its employees. Dejima is also committed to
providing equal opportunity in all aspects of employment, and will not engage in or tolerate unlawful
workplace conduct, including discrimination, intimidation, or harassment. Dejima recognizes that pollution
prevention, biodiversity and resource conservation are key to a sustainable environment, and will effectively
integrate these concepts into its business decision-making. All employees are responsible and accountable
for contributing to a safe working environment, for fostering safe working attitudes, and for operating in an

environmentally responsible manner.

Functional Chemicals Group
Managing Director Naoya Miyachi, Euro Nippon Kayaku GmbH

In Germany, there is a labor court that exclusively handles labor issues, and companies are required to carry

out business activities following CSR management and give consideration to their employees. In this regard,
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people are very aware of CSR in Germany at the individual level. At Euro Nippon Kayaku we use the KAYAKU
spirit booklets to broaden understanding of CSR management, and to ensure employee safety and create
healthy workplaces, we strive to prevent all accidents and injuries during the commute and make sure
employees take their paid leave. Moving forward, we are committed to actively carrying out CSR activities
with consideration for the local community.

(@4 T[T Safety Systems Group

President Shinji Ichikawa, Kayaku Safety Systems Europe a.s.

Kayaku Safety Systems Europe a.s. manufactures and sells safety components for automobiles. The products
we supply serve as important safety related components that help to save the lives of passengers. With
safety being our utmost concern, we provide the market with high quality products. We aim to contribute to
the community through implementing CSR-centered management, practicing environmental awareness,

improving the quality of life of employees, and organizing charity activities.

Functional Chemicals Group

CEO & President Shigeyuki Kawamura, MOXTEK, Inc.

MOXTEK makes contributions to society through utilizing the latest nano optical technology and x-ray

technology in visual devices and analysis equipment.

As part of our CSR activities, we support programs in the local community through active participation in the
Homeless Assistance Program. We strive to continue operating as a well rooted local business in the

community.

Functional Chemicals Group - Safety Systems Group
President Go Mizutani, NIPPON KAYAKU AMERICA, INC.

Nippon Kayaku America promotes the sale of functional chemical products and automotive safety
components to, and provide technical support for customers in North America. We are located in California,
which has some of the most rigorous environmental regulations and worker protection measures of any
state in the United States. We comply fully with these rigorous laws, and market chemical products that are
safe and eco friendly. We also promote products that contribute to the environment and energy efficiency,
and constantly work to propose even safer automotive safety components to customers. Moving forward, we

will continue to proactively engage in CSR activities with the goal of practicing KAYAKU spirit to its fullest.

Functional Chemicals Group

President & CEO Jeremiah J. Cole Jr., KAYAKU Advanced Materials Inc.

KAYAKU Advanced Materials is committed to its corporate responsibilities for the welfare of our employees
and to creating economic value for the community, environment, and stakeholders. We are dedicated to
helping our customers succeed through our innovative products and technologies. In addition, we ensure
that our business success is in line with KAYAKU Advanced Materials's high ethical principles and societal
expectations.
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m Safety Systems Group
Director General Susumu Tokutake, Kayaku Safety Systems de Mexico, S.A. de C.V.

Kayaku Safety Systems de Mexico (KSM) has been promoting the KAYAKU spirit among its employees and
striving to implement CSR-centered management since its establishment in May 2007. Besides social
contributions targeting employees and the local community, we are also providing assistance by donating
food and clothing to the southern and central regions of Mexico that are prone to earthquakes.

As the automobile industry has become globalized, automobile safety components made by KSM are used in
countries around the world. We aim to continually grow as a company that is recognized by various
stakeholders both locally and globally through provision of high quality products with explosive safety
technology as our core competence, which serves to protect human lives from automobile accidents.

Functional Chemicals Group
General Manager Yoshihiro Ogawa, Wuxi Polatechno Optics Co., Ltd

Wuxi Polatechno Optics (WPLC) was established in 2003 in Wuxi, Jiangsu Province as a plant responsible for
the post processes of POLATECHNO CO., LTD. In China, local region oriented CSR activities geared towards
environmental protection and social contribution have become increasingly important. It is crucial to ensure
a safe work environment for each and every employee following the WPLC Charter of Conduct. We are also
conducting efforts aimed to developing our company into a corporation that fulfills its responsibilities to all
stakeholders.

Functional Chemicals Group
General Manager Jiro Hanada, POLATECHNO (HONG KONG) CO., LIMITED

POLATECHNO (HONG KONG) is a key sales company that accounts for more than 70% of the POLATECHNO
Group's sales. Our direct customers include Chinese LCD manufacturers and Japanese projector
manufacturers, but our end products are widely used around the world in final products for automobile,
LCD projectors, electricity and water meters, medical devices, and home electronics. These products include
products indispensable to our daily lives, and many more are associated with energy efficiency, safety and
health. We are committed to contributing to society, albeit indirectly, through the sales and marketing
activities for our products.

Functional Chemicals Group
General Manager Kazuhiko Ishii, KAYAKU CHEMICAL (WUXI) CO., LTD.

China is faced with many environmental issues and other problems associated with its rapid economic
growth, which has heightened the challenging nature of the business environment here. CSR management
has become more important in terms of continually growing our business in this environment. We find it
extremely important for each and every one of our employees to take action based on our corporate
principles and behavioral standards in order to practice CSR management for the realization of KAYAKU
spirit. We will continue to contribute to society by continually supplying our customers with the products
they need, at the highest quality in many aspects through actions based on individual ethical values, instead

of what others are doing, while respecting the local culture, history and business practices.

Functional Chemicals Group
General Manager Yoshiki Akatani, Wuxi Advanced Kayaku Chemical Co., Ltd.
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China's President Xi Jinping has called for a shift from the country's focus on GDP to setting and achieving
indicators for worker's income and environmental protection. As a result, China's environmental regulations
are becoming more rigorous and thoroughly implemented, which has caused issues in the raw materials
supply chain of certain chemicals companies, due to operating restrictions or forced shutdowns for raw
materials manufacturers.

Wuxi Advanced Kayaku Chemical has introduced a new biological effluent treatment system this fiscal year
as part of its response to tighter regulation. We are also strengthening our relationships with raw materials

manufacturers to ensure the stable supply of our products, which is considered an important CSR issue.

Functional Chemicals Group
General Manager Ryo Fujimori, Shanghai KAYAKU International Trading Co., Ltd.

Shanghai KAYAKU International Trading (SKT) sells dyes, inks for industrial ink jet printers and heat-
sensitive developing agents to the China and ASEAN markets. Environmental and energy conservation issues
in these regions will only continue to grow in importance moving forward. In particular, environmental
consideration and energy efficiency are very important issues facing customers who dye textiles. We are
actively rolling out dyes that take about half the normal time to complete, which contributes to our

customers' production efficiency, energy conservation and reduction in wastewater.

Safety Systems Group
General Manager Fumihiro Kamiwatari, Kayaku Safety Systems (Huzhou) Co., Ltd.

As Kayaku Safety Systems (Huzhou), we have constructed a five-point corporate vision which consists of
“safety first, best quality, technical advance, employee development and focus on market”. We have been
carrying out the “KAYAKU spirit” through our IATF16969 (for quality), ISO14001 (for environment) and
1ISO45001 (for occupational health and safety) management systems.

Furthermore, for the purpose of improving our employee’s awareness and skills about CSR management, we
have established the education and training department as well as a training ground named as Dojo in 2018
to level up our employees positively.

By manufacturing and selling automobile safety parts, all of our employees are striving to contribute to the
improvement of safety in automotive society in China and to bring about sustainable synergistic

development of both communities and society.

Other Businesses
General Manager Masayuki Arakawa, Kayaku (Shanghai) Co., Ltd

Kayaku (Shanghai) Co., Ltd. implements activities to mitigate management risks of Nippon Kayaku Group
companies in China. We implement regular compliance training to ensure the employees of our group
companies are cognizant of correct compliance information while carrying out their daily duties. In addition,
we also provide accurate information regarding financial and legal matters to promote appropriate and

efficient business operations.

m Functional Chemicals Group
Representative Director & President Keitaro Tada, Nippon Kayaku Korea Co., Ltd.

Nippon Kayaku Korea imports and sells Nippon Kayaku’s functional materials and pigment materials in
Korea, and exports pigment material and safety related raw materials from suppliers in Korea to Japan and

overseas group companies. While laws in Korea that govern the import and sales of chemical materials into
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the country, namely the Act on the Registration, Evaluation, etc. of Chemicals (K-Reach) and Chemicals
Control Act are being revised (made stricter) yearly, we strive to accurately meet all revised criteria with the
aim of realizing the KAYAKU spirit.
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Pharmaceuticals Group * Functional Chemicals Group
General Manager Daisuke Komagata, Taiwan Nippon Kayaku Co., Ltd.

Taiwan Nippon Kayaku markets products from, and carries out market research for the Pharmaceuticals
Group and Functional Chemicals Group. Currently, Taiwan Nippon Kayaku is carrying out daily activities to
realize the KAYAKU spirit. Our commitments include: (1) correctly understanding customer needs, and

striving to improve the quality of our daily work and convey those practices to related departments; (2)
contributing to cultural and economic exchange by actively participating in and supporting activities and
events of the Interchange

Association of Japan and the Taiwan Chamber of Commerce; and (3) displaying corporate vision boards in
central locations of our office to constantly raise awareness of the KAYAKU spirit, and carrying a card at all
times that contains our corporate vision. Moving forward, we will continue to proactively carry out CSR

activities for the benefit of the local community.
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Safety Systems Group
Managing Director Shigeru Maeda, Kayaku Safety Systems Malaysia Sdn. Bhd.

Kayaku Safety Systems Malaysia was founded in Malaysia at the end of 2012 to manufacture and market
automotive safety components. Our product line-up encompasses a broad range that includes inflators,

MGGs, and glass-to-metal-sealed squibs. We are working to imbue the company with the KAYAKU spirit,

the Nippon Kayaku Group's corporate vision, and to put CSR management into practice. Putting safety first,
we will continue providing our customers with quality products that will meet their satisfaction aims to be
useful to society by contributing to the reduction of car accident fatalities in its region through its safety

components.
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Functional Chemicals Group
Managing Director Tetsuya Tomita, NIPPON KAYAKU (THAILAND) CO., LTD.

NIPPON KAYAKU (THAILAND) CO., LTD. is a new company, recently established in 2018. Its primary business
focuses on the sale of products from the Functional Chemicals Business in ASEAN and the South Asian

region, procurement of raw materials and intermediates, as well as surveys of related markets.

Together with all of our employees, we will embrace the KAYAKU spirit and make great contributions to
ASEAN and local communities in Southern Asia through the observance of compliance, and provision of
safer materials and materials that lead to energy saving.
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Environment/Health/Safety/Quality Management System

We prioritize health, safety and environmental matters in our management of the company as well as strive to reduce our impact on the
environment through the reduction of environmental emissions across the entire Nippon Kayaku Group.

The Declaration on Environment, Health and Safety, and Quality

The Nippon Kayaku Group, under the spirit of its CSR philosophy and Responsible Care*, has formulated The Declaration on
Environment, Health and Safety, and Quality, in order to maintain and enhance its environmental protection, health and safety and quality
assurance practices. We are also implementing this declaration using organized activities.

The Declaration on Environment,

Health and Safety, and Quality

Enacted November 7, 1935
Amended May 22, 2017
The Nippon Kayaku Group, under its corporate motto of “KAY AKU spirit”, which calls for
continuously providing society with the best products through ceascless progress and the combined
forees of our consciences, we will contribute to the reahization of a sustanable society that safeguards
the hife and health of consumers, and supports a comfortable hfe.

Fundamental Policies

—

. We wall stoive to maintain and mmprove the environment, people’s health and safety across the

entire product hifeeyele, from R&D to production, distribution, sales, recyeling, and disposal.

We will strive to conserve the environment by mtroducing and developimg technologies that are

useful toward reducing waste, carrving out the appropriate disposal of waste, conserving

resources, conserving energy, and implementing global warming prevention measures.

3. We will actively provide business partners with information needed for the safe usage and

handling of our products and for conserving the environment.

4. We will enhance the gquahity of not only products, but operating processes as well, and also work
to enhance customer satisfaction.

. We will herghten employee knowledge and skills through education and traming and achieve our
goal of zero pollutton, zero injuries, zero accidents and enhanced quality.

6. We will disclose information so that stakeholders correctly understand our business activities and

also strive to engage in dialogue with local communities and government authorities,

=

=

June 25,2019

P oo st

President & Representative Director

Mippon Kayaku Co., Lid.
(. v

% Responsible Care: A voluntary initiative under which companies that manufacture or handle chemical substances actively work on ensuring an operation that is
aware of the environment, safety and health throughout its entire value-chain; from product development through production, sales, consumption, and

disposal of chemical substances. The initiative began in Canada in 1985, and has now spread to encompass activities at companies in over 50 countries
around the world.

Message from the Head of Technical Operations Group



The Nippon Kayaku Group has grown on the back of chemical technologies. And based on our social mission and the demands of the
market, we have endeavored to harness our long-standing technologies and the latest knowledge each and every day to provide stable
supplies of high quality products.

In regard to the environment, we will carry out activities to reduce environmental impact, such as dealing with the decarbonizing society
as a measure against global warming, which is an issue for the formation of a sustainable society, and waste reduction. We are
implementing these initiatives not merely in response to legal requirements but also to broaden the scope of our corporate business
continuity efforts by further streamlining our production processes and reducing wasteful energy use.

We are focusing more than ever on tiered education and follow-up education so that the next generation of workers in the manufacturing
and technology departments will be able to maintain safe operations as we expand our business globally. In regard to health and
hygiene, we have been focusing on health management in recent years based on the belief that each employee is a valuable asset to the

company.

Also, to satisfy all of our stakeholders, we continue to implement Responsible Care activities as well as product quality maintenance and

improvement.

Nippon Kayaku Group Responsible Care

The every Nippon Kayaku Group company hereby commits to "Prioritize Safety Above All" in our efforts. And we agreed not only
complying with related environmental and safety laws in Japan and Overseas, but also preventing environmental and safety accidents.
Furthermore we ensured they can carry out activities together under The Declaration on Environment, Health and Safety, and Quality, with

the ultimate goal of realizing the KAYAKU spirit.

The Nippon Kayaku Group Responsible Care Policy since fiscal 2019 has been particularly formulated with “de-carbonization” in mind.



Nippon Kayaku Group Responsible Care Policy Statement

The Mippon Kayaku Group companies hereby commit o “Frioritize Safety Above All" in our efiorts, and have all
employees work on our business activities in accordance with the spirit of Responsible Care and the Fundamantal
Policies stated in “The Declaration on Environment, Health and Safety, and Quality.”

Each group company shall work towards meeting their goals, set in accordance with their specific needs, status
and country of location.

@ Promoting initiatives for “Zero Accidents, Zero Injuries”
+ Zero sericus accidents, zero serious injuries
* Every Nippon Kayaku Group company shall prevent accidents and injuries by enhancing their ability to
foresee potential risks by Risk Assessments and KYT/KYHK (Danger Prediction Traning/Activities) and by
promoting health and safety activities by means of patrels and inspection tours focused on pointing cut
unsafe actions

@ Promoting initiatives aimed at prevention of global warming and reduction of
our environmental impacts

+ Evary Nippon Kayaku Group company (including those overseas) will establish their own targets in sync with
their company and country of location, and aim to become an eco-friendly company.

- Integrate the management system |S0-1400 company-wide so that the environmental goals and the

medium-term business plan work together in a Flan-Do-Check-Action cycle,

Promote initiatives that reduce our burden on the environment by adopting MFCA on a company-wide basis

and rethinking our production processes.

Rieview the issues facing us over the medium-to long-term by reassessing company-wide risks and

.

opportunities.
Clarify and create concrete measures for the new 2030 environmental targets.

GComprehensive chemical management
+ Have all Nippon Kayaku Group companies properly ascertain and promote appropriate management of the
hazard levels of chemical substances by using SDS and complying with GHS.
+ Appropriately manage and maintain each chemical substance management DB,

O Response to biodiversity
+ Comprehensively manage effluent and promote “prevention of pollution caused by over nutrition and other
factors.”
- Promote transition to FSC-certified products for paper products such as copy paper and packaging
cardboard. Use stress checks and other group analytics to find cut which of our workplaces have high-stress
working environments and be sure to conduct follow-ups.

@ Consideration of employees’ health
+ llse stress checks and other group analytics to find out which of our workplaces have high-stress working
environments and be sure 1o conduct follow-ups.
+ Set numerical goals for the rate of participation in health management activities and the rate of

specific-health-guidance implementation at each of our offices.
February 1, 2019

Company-wide System for Managing Environment, Health and Safety, and Quality Assurance

The Nippon Kayaku Group takes part in organized activities at all of its sites and certain Group companies including overseas plants to
ensure employees are aware of the environment, health and safety, and quality assurance as well as to maintain and improve quality
assurance. These activities revolve around the Environment, Health and Safety, and Quality Assurance Management Committee, which is
led by the President of Nippon Kayaku.

> Structure of Environment, Health and Safety, and Quality Assurance related Functions throughout the Company B
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Management Structure at Our Business Sites

Each of our business sites has a committee on the health and safety or the environment, health and safety headed by the head of that
particular site. In addition, as a subordinate body, each business site also has a committee for promoting health and safety that consists
of members representing each of the site's workplaces. Matters discussed by the Health and Safety Committee or the Environment, Health
and Safety Committee are shared with all employees at roundtable meetings organized by the Health and Safety Promotion Committee.
Conversely, matters discussed at roundtable meetings and by the Health and Safety Promotion Committee are communicated back to the

Health and Safety Committee or the Environment, Health and Safety Committee as employee feedback.

Each business site's quality assurance (management) department leads Quality (Assurance) Committee meetings on a regular basis to
check raw materials handled at each business site, examine customer complaints or quality issues concerning products made at that
particular site, and deliberate on how to eliminate such complaints and quality issues. The committee also debates quality issues

pertaining to new products, modified products and existing products to ensure that quality is constantly improved.

@ Environment, Health and Safety, and Quality Assurance Management System at Our Business Sites
_ Quality Committes
tor Quality Assurance Committee)
Head of Business Site — Specialized Committee __ Workplace Roundtable
Meeting
| Workplace Roundtable
Health and Safety Commitiee Health and Safety LAY
— Jlor Environment, Health and Promotion Committee |
afety Committee) | Workplace Roundtable
Meeting
| Workplace Roundtable
Secretariat (Environmental Safety Officer) Meeting

Certification of Environmental Management System

The Nippon Kayaku Group has moved forward with acquiring ISO14001 certification in order to develop, manufacture and provide eco-
friendly products. We started acquiring ISO14001 environmental management system certification in 1998. Since then all six of our
plants have obtained certification, while other Group companies, including those outside of Japan, are in the process of obtaining this
certification.



® Environmental Management System
Certified Business Sites

T

Fukuyama Plant April 1999
Asa Plant Sept. 1998
Tokyo Plant Dec. 1998
Takasaki Plant Jan. 2000
Himeji Plant Jan. 2001
Kashima Plant March 1993
POLATECHNO CO., LTD. Aug. 2002
KAYAKU CHEMICAL (WUXI) CO., LTD. | Aug. 2008
Whnii Advanced Kayaku Chemical Co., Ltd. | July 2007
Kayaku Safety Systems Europe a.s. Dac. 2002
Kayalku Safety Systems (Huzhou) Co, Ltd. | Jun. 2016

Quality Management System Authorization Status

The Nippon Kayaku Group has moved forward with acquiring certification for international quality assurance standards in order to
provide and develop products and services of superior quality.

With respect to quality management system ISO 9001, which is an international standard for quality assurance, we began acquiring
I1ISO9001 quality assurance system certification starting with our plants in 1995 and later expanded this scope to include business
divisions, R&D departments, and Group companies outside of Japan.

Our overseas Group companies involved in the auto industry are working on obtaining ISO/TS 16949 certification.

In the Pharmaceuticals Group, which includes the Takasaki Plant and the Pharmaceutical Research Laboratories, we are working to
strengthen our quality assurance system and have acquired integrated certification for ISO 9001 and for ISO 13485, which is a quality
assurance management system standard for medical devices and in vitro diagnostics.

Also, the Safety Systems Group, which includes our Himeji Plant and the Safety Systems Development Laboratories, has acquired IATF
16949 certification, which is an international quality management system standard for the automotive industry created by the
International Automotive Task Force (IATF). Our automotive-related overseas group companies have also acquired IATF 16949 in their
quest to provide higher-quality products.



© Quality assurance Management System
Certified Business Sites

@1503001
Workplace WISO13485

AIATF 16949

Fukuyama Plant

Asa Plant L ]
Tokyo Plant L]
Functional Chemicals Group

Functional Chemicals R&D

Takasaki Plant

Phamaceuticals Business o n

Pharmaceuticals R&D

Himeji Plant
Safety Systems Group 'y
SSD R&D

Kashima Plant L ]

Agrochemicals Business

Agrochemicals Group

POLATECHNO CO.LTD.
Wuxi Polatechno Optics Co, Ltd.

Moxtek, Inc.

Dejima Optical Films BV,

RaySpec Ltd.

KAYAKU CHEMICAL (WUXI) CO, Ltd.
MicroGhem Caorp.

Wui Advanced Kayaku Chemical Co., Ltd.
NIPPON KAYAKU FOOD TECHNO CO., LTD.
Kayaku Safety Systems Europe a.s.

Kayaku Safety Systems (Huzhou) Co., Lid.
Kayaku Safety Systems de Mexico, SA. de CV.
Kayaku Safety Systems Malaysia Sdn. Bhd.

R B A A AN BE BN ]

Kayaku Safety Systems de Mexico, S.A. de C.V. (KSM)

Obtained IATF16949 quality management certification for the automotive
industry

In June 2018, KSM Quality Management System received an external audit by LRQA* Certification
Team according to ISO 9001:2015 and IATF 16949:2016 requirements, and we obtained the
recommendation for the IATF Certificate.

To keep this certificate we have to take periodic audits by LRQA. Maintaining this certification
endorse the commitments of KSM; providing high quality products through safety, high quality,
increasing customer satisfactions and continuous improvements.

Achieving this certification is possible due to dedication, teamwork and commitment of KSM
collaborators.

% LRQA—third certification party for IATF certificate.

GMP Authorization Status

£

-

IATF 16949Certificate

ESM
WO ra; Wi Groes:
Kayaky 5= sty Systems do Mixko

The Takasaki Plant has obtained manufacturing approval under the Ministerial Ordinance on Standards for Manufacturing Control and

Quality Control for Drugs and Quasi-drugs (GMP ordinance) and has obtained accreditation from the United States and Europe (EU).

L AL Vorkplace Main governments

Approval ;
Takasaki ;
Status Plant Japan,USA Ewope, Canada,Brazil




% GMP: A Japanese standard issued by the Ministry of Health and Welfare as a ministerial ordinance in 1980. Stipulates production control and compliance
standards to ensure supply of high quality pharmaceutical and medical products.

Response to environmental regulations

Management of Chemical Substances

With countries around the world moving to tighten the management of chemical substances, we have seen a growing importance in
complying with chemical related laws both in Japan and abroad and being able to aptly respond to customer requirements for chemical
substances contained in our products.

The Functional Chemicals Group established the Quality Assurance Division in February 2017 in order to reinforce quality management
and the quality assurance system annually. Under this organization, it also established the Quality Assurance Department and Chemical
Management Department (formerly the Chemical Management Office).

A representative of the Chemical Management Office has been assigned to the Functional Chemicals R&D Laboratories to closely monitor
product safety and compliance with legal requirements from the development stage.

From now on in fiscal 2017, we will continue to comply with Europe's REACH*! and CLP*2, and continue to positively promote the

response to the new chemicals legislation and legal reform around the world.

%1 Registration, Evaluation, Authorization and Restriction of Chemicals (REACH): An EU regulation for registering, evaluating, approving and restricting
chemical substances.

%2 Regulation on Classification, Labeling and Packaging of substances and mixtures (CLP): An EU regulation on the classification, labeling and packaging of
chemical substances based on GHS.

GHS Compliance

With each country implementing GHS*1, companies are now required to provide SDS*2 compliant with local
laws and regulations that are written in the local language. The Functional Chemicals Group has instituted an
SDS compilation system (MSDgen) that contains a large database of bilingual documents as well as data on the
laws of various countries and data on the properties and toxicity of chemicals. This system enables it to create
SDS that are fully compliant with local laws and regulations. The 2013 system update complies with the US

version of GHS, which complements its prior compliance with GHS in Japan, Europe and Asia.

The Functional Chemicals Group manages and uses a database of SDS and SDS history to ensure that it always
provides the most up to date information on GHS compliance.

. e . ) Sample GHS-compliant label
%1 GHS: Globally Harmonized System of Classification and Labeling of Chemicals

%2 SDS: Safety Data Sheet.

Copyright © Nippon Kayaku Co.,Ltd. All Rights Reserved.



Overview of Environment, Health and Safety and Quality Organizations
Environment, Safety, Quality Assurance Management Committee

The Environment, Safety, Quality Assurance Management Committee is a company-wide committee led
by the President of Nippon Kayaku and comprised of executive officers responsible for business
divisions, general managers of business divisions, and the General Manager of the Technical Operations
Group. The committee formulates annual policy for the environment, health and safety and quality
assurance, assesses the results and recommends improvements.

Environment, Safety, Quality Assurance Management Committee — Secretariat Meeting

The secretariat is comprised of general managers from the technical departments of each business
division and from related departments of the head office. The secretariat deliberates fiscal year policy
proposals and implementation status and reports back to the Environment, Safety, Quality Assurance
Management Committee. It also reviews material matters related to the environment, health and safety,
and quality assurance.

Central Integrated Reviews

An integrated review is a combination of the conventional environment and health and safety review and
the quality review, which had been implemented independently targeting business sites and group
companies. The Integrated Review Team is led by the General Manager of the Technical Operations
Group, and is comprised of the Environment, Health and Safety Review Team, led by the General
Manager of the Environmental Protection & Safety Division and the Quality Review Team, which is
headed by General Manager of the Quality Assurance Division. The same review as before is being
performed on the head office, business sites and group companies that received environment and health
and safety reviews or quality reviews. The head office, divisions, business sites and group companies for
which issues were identified during the review process are required to create and execute an improvement
implementation plan. The results of central integrated reviews are reported to the Environment, Safety,
Quality Assurance Management Committee.

Safety Screenings

Safety screenings are conducted when developing and manufacturing new products, designing new
facilities and equipment, replacing facilities, changing raw materials, and outsourcing production. Risk
and other assessments are also performed to prevent problems before they occur.

Environmental Safety Committee

The Environmental Safety Committee comprises environmental safety managers or representatives from
the Environmental Safety Department of each business site and group company selected by the General
Manager of the Environmental Protection & Safety Division. The committee debates material matters and
problems associated with the implementation of environmental protection and safety activities.

Quality Assurance Managers Meeting

The Quality Assurance Managers Meeting comprises quality assurance managers from the head office,
business sites and group companies selected by the General Manager of the Quality Assurance Division.
The meeting deliberates the implementation status of quality assurance and quality control activities.



Global "sukima” ideas
@ NIFFON
@) KAYAKL

HOME > CSR > CSR Activities That Fulfill Our Environmental Responsibilities > Initiatives for Environmental Protection

Initiatives for Environmental Protection

Nippon Kayaku is committed to achieving a balance between the efficiency of production and reducing its impacts on the environment.
For this reason, we consider environmentally friendly management to be an important task. We are now striving to achieve the various
environmental targets we have set.

We are working to improve facilities and treatment processes in order to use energy and exhaust gas including green house gas
emissions more efficiently and to lower the amount of substances released from effluent and waste that impact the environment.

We have added some disclosure items according to GRI (Global Reporting Initiative) this year.

Promotion of Environmental Protection Activities

Nippon Kayaku has established specific numerical targets as one aspect of the mid-term environmental targets it has set for fiscal 2020,
and with these targets in mind, we are now implementing activities for environmental protection. Also, to achieve these targets, we are
working to reinforce our responses to natural disasters as well as promoting the development and improvement of wastewater treatment

technologies.

Results of the Mid-term Corporate Plan for the Environment

Nippon Kayaku has established a mid-term corporate plan for the environment for the period running from fiscal 2011 to fiscal 2020 that
consists of six items covering three areas. Fiscal 2018 was the 8th year of this plan. In addition, in response to the interim results of
fiscal 2015, we set the target value for fiscal 2020 to a more stringent level.

The scope of reporting covers Nippon Kayaku (non-consolidated).

®Mid-term Corporate Master Plan for the Environment (FY 2011 - FY 2020)

Prevention of
Global warming

Prevention of .
Global warming Reduction of waste
Energy Derived
C02 Emission™! VOoC#2 COoD#3
(Production Divisions+ Emissions Emissions

Operation Divisions)

Zero Emission
Rate™*

Total waste

] Recycling Rate

81.4%

Fiscal 2018
results 697 ttgg: sand 256 tons 1 33.7tons 21 .491 e W 407.
of which final disposal
volume 870 tons
Decreased Increased Increased Increased Increased Decreased
Year-on-year 2 2% 4.57; 1.2 4.57; 1.7 point 1.8p0int
Target Under Under Under Under More than Under

faemooe  199tons " h2tons

%1 Energy-derived CO, emissions: Japanese Government policy is to reduce these emissions by 3.8% versus 2005 (82.6 thousand tons).

15010ns

23,500:0ns

807%

3.0%

%2 VOC: Volatile Organic Compounds (VOCs). This tally includes all chemical substances of reporting regulation, emitted into the atmosphere.

%3 COD: Chemical Oxygen Demand. An indication of the amount of oxygen needed to oxidize a subject compound under a predetermined condition using

oxidizing agents.

%4 Zero emission rate: The amount of internal and external landfill waste produced as a percentage of total waste produced.



Energy and Material Balance

@®overview of business activities and environmental impacts
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Results of Our Efforts to Reduce Environmental Impacts

As part of its effort to reduce environmental impacts, Nippon Kayaku focuses on preventing air, water and noise and odor pollution as
well as stopping global warming and reducing waste.

v v v
Preventing Air Pollution Preventing Water Pollution Preventing Global Warming
v v v
Waste Reduction Noise and Odor Prevention Environmental Accounting

Preventing Global Warming

At each business site, we have been working on energy conservation measures such as improving the T:Tf{, \iﬁﬁ%q:[ |
operation of utility equipment, replacing it with high efficiency equipment, and changing to LED
lighting. We will continue making efforts to attain the medium-term environmental goals.

In addition, As part of its efforts to help reduce CO, emissions from homes, the Nippon Kayaku Group

has established the program to encourage employees to conserve energy at home called "My Home is

Currently Conserving Electricity”, which focuses exclusively on electricity usage.

In 2015, we created new version of Kayakuma the Bear with the phrase "I'm currently conserving

electricity” to raise greater awareness of this campaign.
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Moreover, regarding measures to counter global warming, we are considering making our mid-term environmental targets for fiscal 2030
more stringent in view of the Paris Agreement (COP21). Besides continuing to implement our established energy-saving measures, we are

also focusing on activities that address energy loss.

> FY2018 Energy saving activity summary sheet of Nippon Kayaku Group B§

[EVELORET VIS S G GUPA DK MR Initiatives for Reducing Environmental Impacts

KSH*1has switched over to LED lighting, made modifications to its pneumatic system, and carried out energy conservation activities
including switching off equipment when not in use and educating employees, in order to contribute to the prevention of global
warming While it is achieving results from these initiatives, KSE is continuing to make efforts by combining the power of its entire
workforce. In aiming to be an environmentally friendly company, KSE ensures that dangerous wastes are sorted and disposed of by
an accredited vendor. The company has also prepared and registered an emergency response manual for environmental accidents
and is working to have the necessary facilities and materials in place for any contingency.

%1 KSH: A group company located in China that manufactures automotive safety components.

item 2015 2016 2017 2018 2019 targets
Intensity of electricity usage 174.6 169.9 158.8 164.3 153.0
(Electricity usage/Net sales) (kWh/10,000
RMB)*2
Electricity cost savings (10,000 RMB) - 17.5 51.4 11.0 40.0
COzreduction (tons) - 165.5 463.2 239.0 550.0
SO,reduction (tons) - 20.1 60.5 0.7 16.0

RINEHAEGTY Introduction of a Photovoltaic System

The electricity situation for the Himeji Plant has changed a great deal since before the Great East

Japan Earthquake as follows.

1. Electricity supply shortages are forecast every year for the Kansai Electric

Power Company service area during the summer months because of lost
capacity from the shutdown of nuclear power plants, and so customers have
been asked to reduce their electricity usage during peak times

2. The minimum necessary electricity needed to contact customers and other related stakeholders during a
major disaster is required as part of its BCP measures

The Himeji Plant began operating a power generation system combining a photovoltaic system and lithium-ion batteries in April
2014 to satisfy the following three conditions.

1. Use of a system that can reduce the plant's electricity usage during time of peak demand in non-
emergency situations

2. A system that can operate even when external lifelines are cut off

3. A system that can ensure the minimum operations of indirect and sales departments in case of a

blackout from a major disaster

The capacity of each component of the system is as follows.



¢ Photovoltaic system: 54kW generating capacity
e Lithium-ion batteries: Output of 30kVa

After putting the system into operation, the Himeji Plant has been able to reduce its use of electricity by up to 50kW during peak
demand times in the summer. Additionally, the Himeji Plant was forced to initiate an emergency shutdown due to a nearby accident
in December 2014. The photovoltaic system and lithium-ion batteries operated as normal and supported the operations of indirect
and sales departments. In the future, the Himeji Plant will increase the number of solar panels and take further steps for its BCP
and energy saving activities.

Click to show the other activities

Activities by Kayaku Safety Systems de Mexico, S.A. de C.V. (KSM) to Reduce its Environmental Impacts v
Wuxi Advanced Kayaku Chemical Co., Ltd. (WAC) Switching to LED lighting v
Rolling Out Eco-friendly Sales Vehicles A\

Preventing Air Pollution

To help prevent air pollution, we carefully manage substances subject to Japan's Air Pollution Control Act, hazardous substances released

into the air and other air pollutants.

(Under the initiative of the Japan Chemical Industry Association, the industry is taking action to voluntarily manage and reduce
emissions of 12 control substances*! that are deemed to be harmful air pollutants. Of these 12 control substances, we used five
substances after 1995, but stopped the use of benzene in 1995. Emissions of chloroform and ethylene oxide have been cut to zero since
fiscal 2007. About dichloromethane emissions there were few times of zero since fiscal 2007, but have risen slightly since fiscal 2010
because of their minor use in products. Formaldehyde emissions continue to occur, albeit in small amounts, because of its use in
products and in sterilization and fumigation. Going forward we will focus particularly on reducing the use and emissions of

dichloromethane and formaldehyde through production process improvements and other means.

Air pollutants sulfur oxide (SOx)*2 and nitrogen oxide (NOx)*3 are emitted during boiler operations. To date, the Nippon Kayaku Group
has gradually shifted the fuel for its boilers from Bunker C heavy oil with high sulfur content to other lower sulfur content fuels such as
Bunker A, in addition to LPG and natural gas, which are sulfur free. As a result, since fiscal 2008, we maintain to reduce SOx emissions
about, we made further reductions. The Nippon Kayaku Group will continue to make efforts. to properly maintain air pollution prevention

equipment, carry out regular inspections and upkeep, and reduce overall emission of air pollutants into the atmosphere.
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@ NOx Emissions ® SOx Emissions
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%1 12 control substances subject to voluntary controls: acrylonitrile, acetaldehyde, vinyl chloride monomer, chloroform, 1,2-dichloroethane, dichloromethane,
tetrachloroethylene, trichloroethylene, 1,3-butadiene, benzene, formaldehyde, and ethylene oxide.

%2 SOx (sulfur oxide): SOx is emitted when fossil fuels that contain sulfur are burned. SOx reacts with water in the atmosphere to form sulfuric acid and
sulfurous acid, which are causes of air pollution and acid rain.

%3 NOXx (nitrogen oxide): NOx is produced when burned chemical substances react to nitrogen in the air and when fuels and chemical substances that contain
nitrogen compounds such as coal are burned. Not only is it a major cause of air pollution including photochemical smog and acid rain, but NOx also has a
harmful effect on the human respiratory system. In addition, NOx is also known to include the greenhouse gas dinitrogen monoxide.

%4 Dust: Dust mainly refers to fine particulate soot found in dust smoke produced when burning fossil fuels. In addition to a major cause of air pollution,
humans can contract pneumoconiosis or other harmful health conditions when breathing dust in high concentrations.

VOC Reduction Initiative @ vOC Emissions
I T

Some of the products manufactured at the Fukuyama Plant are made utilizing organic solvents 2013 12.0
which are target compounds of VOC emission control. 2014 10.0

2015 1.5
While removal of such compounds is a required process at the final stage of manufacturing, a
small amount of these organic solvents are released into the atmosphere during this process. 2016 >6
Upon reviewing the potential of recovering and reusing these organic solvents, we achieved a 2017 5.2
reduction of VOCs released into the air by more than 30% as well as reduced the amount of 2018 6.0

organic solvents used through equipment modifications and process improvement.

Response to Water Risks

The Sustainable Development Goals (SDGs) were adopted at the UN Summit in September 2015. The SDGs consist of 17 goals and 169
targets to achieve by 2030. Within the 17 goals, Goal 6 (water and sanitation), Goal 12 (sustainable production and consumption), Goal
13 (climate change), Goal 14 (ocean conservation), and Goal 15 (ecosystems and forests) are items related to water risks*. The Nippon
Kayaku Group is working not only to resolving waste water issues as discussed in the Special Feature article of fiscal 2018 CSR report, but
also the reduction of water usage.

% Water risks refer to the following three main categories.
1. Physical risk: impact on business operations due to drought, flood, and water pollution
2. Regulation risk: tightening water quality standards and revisions to waterworks and sewerage charges
3. Reputation risk: declined corporate image based on response to water access rights

Preventing Water Pollution

The Nippon Kayaku Group has set voluntary wastewater discharge control standards that are tougher than requirements laid out in
national laws and local ordinances.

And The Nippon Kayaku Group produces color material-related products including dyes and ink jet printer ink, among others. Our Tokyo
and Fukuyama plants, where color material-related products are manufactured, fully decolorize colored wastewater before it is



discharged.

The Nippon Kayaku Group has made efforts to reduce its COD emissions by employing activated sludge treatment equipment at plants
with high levels of COD emissions.

" PRTR*Lnitiatives

Since 1995, the Nippon Kayaku Group has participated in the Japan Chemical Industry Association led initiative to reduce compounds
identified in the PRTR regulation, working to reduce its emissions of PRTR controlled compounds into the environment. In fiscal 2018, our
emissions of PRTR controlled substances totaled 28.5 tons which marked about 4% increase from 27.4 tons in fiscal 2017. This was
caused in fiscal 2018 by increased amount of use at the PRTR substance of Takasaki Plant and Kashima Plant. Among PRTR substances,
toluene emissions were high, but it decreased to 15.5 tons in 2015, and 4.4 tons in fiscal 2018.

The result of the VOC emission reduction effect surely appeared.
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%1 PRTR: Pollutant Release and Transfer Register. The PRTR regulation is designed to prevent occurrences of environmental safety incidents by encouraging
businesses to improve their own chemical substance management.

%2 SS: Suspended Solids. SS is a water-quality indicator generally referring to insoluble substances of 2 mm or less in diameter suspended in water. The
organic matter and metal originating in particulate-like mineral, animals-and-plants plankton and its corpse, a sewer, factory effluent, etc. are contained.
The increase in SS worsens transparency, and influences underwater photosynthesis by preventing light penetration.

IOZEWENLENTY Initiative to Reduce Water Usage



As of 2015, the amount of contracted volume of industrial water usage was 24,000 m3/day. In November 2015, this amount was
amended to 23,000m3/day, which has been further reduced at the present to 22,000 m3/day through our implementation of
reduction efforts.

The Fukuyama Plant conducts treatment of waste water resulting from the colorant manufacturing process at its own expense. The
treated water is then released into the Seto Inland Sea. Since the beginning of 2000, we have strived to optimize the treatment
method of waste water resulting from the manufacturing of colorants for inkjet printer ink. This included many efforts to

implement individualized treatment by brand and to revise the manufacturing process to realize reduced wastewater amounts.

Through these efforts, we have achieved a reduction in industrial water usage as stated above since 2015. At present, we are still
working to develop better wastewater treatment techniques. Moreover, in addition to industrial water, we also use the city water

supply during the manufacturing and equipment cleaning processes, which is also target for our reduction initiative.

Kayaku Safety Systems Europe a. s.(KSE)
Effective rainwater usage

KSE* introduced a system to utilize rainwater more effectively following capital investment

activities to support the environment and its environmental protection policies. This system both

complies with the laws and regulations of the Czech Republic and contributes to the Nippon

Kayaku Group's CSR-centered management.

This initiative not only received a positive review during a regular inspection on construction management performed by an
administrative institution of the Czech Republic’s government, but has also lowered costs through less usage of potable water,
because it uses non-potable water (before that, drinking water was being used). In 2017, KSE installed a 55m3 water storage tank

under its parking lot.

In fiscal 2018, KSE installed two water storage tanks with a total capacity of 75m3 and two more water storage tanks with a total
capacity of 152m3 in its production facilities. In 2019, KSE is planning to install three water storage tanks with a total capacity of
198m3.

Water from these water storage tanks is used for toilet flushing.

% [KSE] A group company located in the Czech Republic that manufactures automotive safety components.

Waste Reduction

In fiscal 2018, the Nippon Kayaku generated 21,491 tons of waste, which represents 4.5% increase compared to fiscal 2017. Landfill
waste in fiscal 2018 amounted to 870 tons, and Zero Emissions rate of 4.0%. It was a decrease of 1.6 points from fiscal 2017, so we will
continue to make efforts toward the 2020 target.
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Fukuyama Plant

Fukuyama Plant Achieved Zero Net Emissions through Changes to its Sludge Treatment Process

Many types of wastes are produced during the Fukuyama Plant's production activities. Sludge that occurs from the treatment of
waste liquids accounts for a considerably large portion of these wastes.

This sludge is difficult to dispose of because it contains moisture. In the past, this sludge was disposed of in landfills after
undergoing appropriate treatment, but after examining whether this sludge could be recycled to reduce environmental impacts, the
Fukuyama Plant found that it could be utilized as fuel for adjusting the heat used in waste incineration plants. Also, our waste



disposal vender now has a source of recycled fuel, so both it and the Fukuyama Plant are able to utilize this sludge more effectively.
As a result, the Fukuyama Plant was able to reach its zero emission rate target (less than 1%) for the portion of its waste disposed

of in landfills. Not only this, but it was also able to increase the recycling rate of waste and lower disposal costs.

Industrial Waste Reduction CHANGE&CHALLENGE

Polatechno Co., Ltd. generates waste plastics, waste resin, waste fluids, and other industrial
waste materials in the process of producing polarizing plates, its major product. In its continuing
efforts to conserve resources and to reduce the generation of and recycle waste, the company

formed an Industrial Waste Reduction Subcommittee to change its traditional methods of

reducing waste (CHANGE) and challenge itself to come up with new ideas for achieving waste

reduction (CHALLENGE).

First, the fiscal 2016 results were examined and reviewed from the standpoint of zero emissions. Then, we adjusted raw material
and product inventories when we changed our production process to producing small volumes of a large variety of items. After
that, we changed to a bulk production process, which cut down on the volume of waste plastics and waste fluids. Next, we reduced
our surplus generation of resin by ascertaining the optimal amounts of resin to be used in adhesive processing.

A recycling facility that reuses waste fluids went on line in fiscal 2018, and this makes it possible to achieve a large-scale reduction
in waste fluids.

Polatechno continues to find ways to reduce its industrial waste so that its operations will be kind to the environment.
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Kayaku Safety Systems de Mexico, S.A. de C.V. (KSM)

Waste management: an approach to life cycle

KSM works to recycle solid waste, such as wood, cardboard, ferrous metals, aluminum and
plastics by finding external suppliers which can re-use those wastes. After collecting those
wastes from production sites, we store them in the plant until the certified waste collect suppliers
to come pick them up. Those suppliers use woods to manufacture wood pallets, cardboard and
plastic are recycled, aluminum and ferrous metals are used to generate new raw materials.

This program extends to the non-productive areas such as rest areas, our collaborators classify
waste like aluminum cans and plastic bottles for recycling, and we also classify organic and

inorganic waste for proper disposal.

Noise and Odor Prevention

We conduct our business with a conscious effort toward minimizing noise and odor pollution in the areas surrounding our factories. We
regularly measure noise levels around our factories, making every effort to be a positive members of the local community or odor-

monitor-system. As such, any feedback or requests that we receive from local residents at company-sponsored events such as



community round-tables are treated with the utmost priority. We also conduct regular work environment measurements in the factory to

protect our employees from excessive noise and other hazardous chemicals.

Environmental Accounting

Nippon Kayaku has tracked and shared all cost data associated with its environmental protection initiatives since fiscal 2000. Also, from
fiscal 2003, we began calculating the returns from our environmental protection initiatives. Calculation of environmental costs and
returns are made according to Environmental Accounting Guidelines (2005 Version) published by the Ministry of the Environment of
Japan, and Environmental Accounting Guidelines for Chemical Companies published by the Japan Chemical Industry Association.

@ Environmental Protection Costs (Fiscal 2018) (Millions of yen)

Category Investment | Total Main Activities
Air Pollution 859 98.3 Odor countermeasures, upgraded exhaust
Prevention : i gas treatment facilities, etc.
Water Pollution 406 5599 Expanded waste liguid treatmant facilities
Prevention : - and upgraded aguipment, etc,
Pallution Prevention = v
Cast ;Jerénirgéoun 500 60 Dirt flaor maintenance, expandad
prevention ’ : wastewater drains, ato.
ﬁffﬂéncu"ed 3%&:&": 43 64 Soundproofing measures for treatmant
Workplace Prevention i . towar and pumps, ate.
Disposal costs of facilities and pollution
Other 190.6 charges
Global Environment Global Warrmi Upgraded to high efficiency aquipme nt,
Cost Frevention a 102.9 8.1 upgraded pumps, responded to CFC faciities,
Energy Conservation ate.
Resource Recycling In-house processing costs and processing
Cast Waste treatment 3.9 565.3 outsourcing costs
Cantainer Recycling _
Voo B Oulsoureing 10 Outsourcing costs for repackaging products
Stream Cost
ég"s‘;’ge Processing - 90.9 Sewerage treatment costs Tank dredging costs
System Maintenance _ 1004 Intermal auditor developrent cost and
and Operation : 15014001 renewal costs
Environmental -
Stress Monitoring 418 Analysis costs and outsourcing costs
Management Information _ 87 Outsourcing costs for preparing information
Activity Cost Disclosure - disclosure documents on the ehvirohment
aEﬂldJLgtlr:::nr. Training _ BBE Dutside lectures, workplace trainingetc.
" Added plants and improved some greenery
Greening - 975 alang the readway Outsourcing costs
Environmentally friendly R&D costs and
R&D Cost 1761 wastewater treatment technalogy
development costs
Plant tours, community event sponsorship,
5’32{“' Activity - 87 responsiblé care, ICCA special committee, LRI
research meeting costs
Envirgnmental -
Damage Cost 0.0
Total 289.6 1.712.0
@ Return from Envirenmental Protection Initiatives (Milions of yan)
Cantpoascinue
Air Pollution 0.0 Replacement of NOx decompasition
Pravention . facilities and boilers
Water Pallution 00 Raising of drainage bits above the ground
Pallution Praventian : and replacament of dikes
Pravanition
Aaturn Paollution Load Lavy 0.1
Reduction '
Noise and vibration 0.0 Installation of sound-proaf covers
Prevention :
‘Workplace Global Warming Installation of high-ethaency equipmant
Eleﬁra;'Enwronmant Pravantion and 5356 switchover to LED ighting, installmant of
Ensrgy Consarvation enargy-saving equipment
Reduction of Waste 21 Solvent recovery
Sale sl B el Caollected valuables, metals, sold paper
Resource recycling Hz:ﬂﬂm:scyce 12.8 products outsida the group, and sald
retum plastics autsads the group
Made changes toin-houwse recycling and
Other 6.3 the waste processing provider
Up-f Dawme- .
Siream Container Recyding 696 Reusad plastic druma
Others 0.0 Implemented g resning activities
Total 144.4

¢ Scope: Nippon Kayaku (non-consolidated)
¢ Investments: Aggregate of all orders placed in fiscal year 2018(April 2018 to March 2019) Capital expenditure:
Compilation of capital appropriated for orders in April 2017 to March 2018



e Management cost: Any cost increase resulting from change in fuel type or change in waste processing method that
are deemed appropriate from an environmental perspective are recorded under this category each year for a period
of five years from the date the change is first administered.

* From a financial accounting standpoint, earnings realized from environmental protection initiatives are recorded in
the fiscal year in which such earnings are realized.

e Earnings such as expense reduction and environmental impact reduction that are not considered from a financial

accounting standpoint are reported for five years from the date it is first realized.

Investments Related to the Environment, Health and Safety

The Nippon Kayaku Group makes well planned and continual investments in environment, safety and health related projects. In fiscal
2018, investments related to the environment totaled at 290 million yen, which is a decrease of about 17% compared to fiscal 2017.

Investments related to health and safety totaled at 558.7 million yen in fiscal 2018, which is an increas of about 3% compared to fiscal
2017. Out of that, investments in equipment renewals accounted for 59% of the total.

@ Environment Related Capital Investments @ Safety and Health Related Investments
(Miilions of yen) (Millions of yan)
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Alr pollution prevention equipment ) Explosion, fire and leakage prevention F
‘Water pollution prevention equipment Aging facility improvements
Underground seepage prevention equipment Safety and work environment improvements
Moise and vibration prevention equipment Matural disaster and earthquake mitigation
W Industrial waste processing equipment measures
Factory greening W Other
Energy conservation and global warming prevention
Environment related data list
Nippon Kayaku .
el FEe) Domestic group Overseas group Total
fiscal 2017 2018 2017 2018 2017 2018 2017 2018
Global warming
Energy input 33,152.0 33,669.0 5,725.1 5,978.6 23,283.4 30,274.4 62,160.5 69,922.0
(Crude oil equivalent)
CO> (ton) 71,336.0 69,731.0 12,319.2 12,864.6 50,100.9 65,145.1 133,756.1 147,740.7
Non-energy origin CO> 2,017.1 2,202.4 13.0 10.0 362.0 1,108.4 2,392.1 3,320.8
(ton)
GHG : Green house gas 360.5 973.0 0.4 0.4 87.5 2,272.7 448.0 3,125.4
(ton)
Other GHG (ton)
Emission to air
NOXx (ton) 9.2 8.2 0.1 0.1 9.3 8.3
SOx (ton) 1.2 1.4 0.0 0.0 1.2 1.4
Dish dust (ton) 0.5 0.6 3.1 3.1 3.6 3.7
PRTR substance 15.9 17.1 0.2 0.2 16.1 17.3

(Emission to air; ton)



fiscal
Emission to water area

Water resource input
(thousand m3)

Amount of drainage
(thousand m3)

COD (ton)

Nitrogen (ton)
Phosphorus (ton)

PRTR substance
(Emission to water area;
ton)

Waste

Amount of waste (ton)
Landfill waste (ton)

Zero emission (%)

Recycle rate (%)

Nippon Kayaku
(Non-Consolidated)

2017

8,486.0

9,596.0

132.1

20,552.0

1,148.0

5.6

79.7

2018

8,505.0

9,585.0

133.7

21,490.7

869.7

4.0

81.4

Domestic group

2017 2018
300.7 258.7
296.6 255.2

3.3 2.9

1.3 1.2
5,236.7 4,150.2
44.0 38.0
0.8 0.9

%Blank items do not have corresponding facilities or have no obligation to acquire data

Overseas group

2017

469.3

284.5

913.9

1.0

0.1

2018

595.6

470.8

1,005.4

29.6

2.9

Total

2017

9,256.0

10,177.2

190.7

26,702.6

1,193.0

4.5

2018

9,359.3

10,311.0

194.0

26,646.3

937.3

3.5

Copyright © Nippon Kayaku Co.,Ltd. All Rights Reserved.



FY2018 Energy saving activity summary sheet of Nippon Kayaku Group

-8 : Solar panel installation [4 : Unrealized due to lease limitaions — : Non-applicable :¢High-load machinery: refrigerators/freezers, blowers, air compressors, steam boilers

electricity/water Reduction of
saving and conservation fluorescent lighting ;
awareness Switch to LED lighting.

Controlled operation of Heat barrier film/paint,
high - load machinery* water dispersement

Management of
thermostat settings

Business site/Company nhame

Head Office,
NIPPON KAYAKU CO., LTD. ® ® o

Asa Plant S 2

Takasaki Plant

Himeji Plant 2 S
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Tokyo P&D Administration Office
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CO., LIMITED
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Global "sukima" ideas
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Economic Responsibilities and CSR

Current Nippon Kayaku Group Products and Future Technologies and Products Supporting an
Affluent Lifestyle

The Nippon Kayaku Group has adopted a corporate slogan called Global "sukima" ideas and is striving to develop Nippon Kayaku into a
company that the world truly needs, by developing high value added products with unique technologies that stand out in niche markets
and elsewhere.

> View larger image B4

The Nippon Kayaku Group's Businesses

This section will take a closer look at the 4 core businesses of the Nippon Kayaku Group as well as products that they developed with
unique technologies that contribute to the betterment of society.
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Functional Chemicals Business

We will contribute to society by supplying unique functional chemicals for the IT, ICT and resource

conservation fields

Many believe that the world is set to become a super-smart society in the future. This is a society where
various things are connected to the Internet, making people's lives truly comfortable.

In the field of ICT, the network connecting personal digital devices with home electronics and automobiles is
growing, while rapid advancements are also being made in reducing the size and increasing the performance

of semiconductor devices and improving the resolution of displays mounted on these digital devices. At the

same time, there is growing demand for energy conservation and resource conservation. The Functional
Chemicals Business is helping to realize this super smart society by supplying unique products to the fields of
IT, ICT, energy conservation and resource conservation using its long-standing technologies in resins,

pigments, and catalysts.

> Functional Chemicals Business

Pharmaceuticals Business

We are committed to prompting innovations by using our technological expertise. It is our goal to contribute to
society by consistently supplying high-quality pharmaceuticals to improve patient outcomes, and to achieve
more efficient medical spending.

The Pharmaceuticals Business engages in research and development specializing in anti-cancer drugs and

peripheral fields, focusing on polymeric micelle anti-cancer drugs that utilize nanotechnology as well as

antibody drug, biosimilars and generic pharmaceuticals in the cancer filed.

We aim to contribute to society with innovations that are backed by our technological expertise and by
consistently supplying high-quality pharmaceuticals to improve the level of treatments patients receive, and

to achieve more efficient medical spending.

> Pharmaceuticals Business



Safety Systems Business

Through explosives technology applications, we help protect lives during auto collisions throughout the world

Although automobile production declined somewhat in China in 2018, on a global basis, the total number of
units produced is expected to continue growing. In addition, safety components that protect passengers and
pedestrians involved in auto collisions are rapidly spreading beyond the developed countries to the
developing countries as well. The Safety Systems Business manufactures and marketsuses explosives

technology, on which the Company was founded, in its automotive safety components, providing such

product that employ explosives technology as inflators and micro gas generators, which are incorporated in
such automotive safety components as air bags, seatbelt pretensioners, and hood-opening devices that
protect pedestrians. The Safety Systems Business's products are manufactured not only in Japan, but also in
the Czech Republic, China, Mexico, and Malaysia, and are used by auto manufacturers almost worldwide. The
Safety Systems Business's products are helping to save people's lives in auto accidents everywhere.

> Safety Systems Business

Agrochemicals Business

We will contribute to society by supplying safe agrochemical preparations technology that are compatible with
the environment and indispensable to stable food production

The environment surrounding agriculture is becoming more severe with each passing year, marked by food
supply issues caused by the rising world population, issues with food self-sufficiency rate, and increasing
crop damage from disease and pests. Such an environment requires that safe and secure agricultural crops be
grown consistently and brought to market in a stable manner.

In June 2018, we launched our new insecticide, FINESAVE®. It is receiving rave reviews from the market as an
insecticide that works on thrips and other pesticide-resistant insects, along with our spiracle-blocking agent,
Fumon®, which is effective in overall pest control and does not rely only on a chemical pesticide.

> Agrochemicals Business

Research and Development

The Nippon Kayaku Group engages in proactive R&D activities, knowing that R&D is a driving force behind its business growth. Since
marking its 100th anniversary, Nippon Kayaku continues to further deepen its long-standing elemental technologies and core
technologies for new technological development. We will contribute to society, safeguard the life and health of the public, and support a

comfortable life by executing R&D to consistently deliver the best products.

At each of the research laboratories directly run by the Functional Chemicals Group, the Pharmaceuticals Group, the Safety Systems
Group, and the Agrochemicals Group, R&D activities are taking place aimed at the creation of new products only possible by Nippon
Kayaku in each of these respective business domains. In addition, as part of the R&D aimed at the creation of new products and new
businesses, we also actively pursue corporate research utilizing our strengths by allocating company-wide management resources

strategically and combining technologies, products and intellectual properties from inside and outside the company.

R&D that takes the Nippon Kayaku Group's proprietary technologies to new heights - R&D of light control
films

The Research and Development Group will contribute to society, safeguard the life and health of the public,

and support a comfortable life by executing R&D investments to consistently deliver the best products.

Automobiles are set to undergo a major transformation with advancements in electric vehicles and

autonomous driving technologies. A large number of sensors are now fitted to automobiles to support safe

driving. One of these is the head-up display that displays various forms of information on the windshield. Head-up displays

Head-up displays use special films that control light in order to display this information clearly. Light control



technology is used in a very wide range of fields, including not only head-up displays, but also LCD and

organic EL displays, projectors, transparent displays, heat shield windows, and sunglasses, to name a few.

Nippon Kayaku is examining the use of the group's light control technologies such as polarizing films and
retardation films to develop highly advanced and specialized light control films as one of its corporate
research themes. For example, we are examining together with group companies the possibility of using
these films to develop automotive head-up displays using our unique technology that makes images clear in
wide viewing angles and to develop eyewear such as sunglasses and goggles with a completely new metallic-
like finish despite being made from organic materials.

Researching the Needs of Tomorrow: R&D for Organic Semiconductor Materials

The Research and Development Group will contribute to society, safeguard the life and health of the public,

and support a comfortable life by executing R&D investments to consistently deliver the best products.

Additionally, the Research and Development Group is implementing R&D strategy with a medium- to long-
term perspective to create new products and new business through open innovation inside and outside the
company and by combining the intellectual properties and technologies of the Nippon Kayaku Group. The
Kita-ku, Tokyo is one of the Nippon Kayaku Group's largest R&D hubs and considered a critical area for R&D
and new business creation. We will concentrate resources here including researchers from each business field

and facilities to achieve collaboration and integration of technologies and people.

> Learn more about our research laboratories

> View larger image B4

Para Safe® emergency safety parachute device for drones

The use of drones (unmanned aircraft) for logistics, surveying, inspections, disaster assistance, and the like is
spreading through the world. At Nippon Kayaku, we are using the explosives technology we developed for air
bag inflators, gas generators for seatbelt pretensioners, and other automotive safety components to develop
safety device for drone parachutes. When a drone is falling, this safety device will remotely turn on an ignition
device, so that a parachute can be quickly deployed to bring the drone safely to earth. This device will
broaden the scope of our drone business, protecting the drones themselves, their payloads, and human lives.
To help us improve the reliability of our safety devices, we are giving samples to drone makers to get their
feedback. We plan to launch this product in 2021 or later.

The Meeting of the Movement for Tomorrow

Eyewear

Organic semiconductor




Meeting for the 59th time in 2018 is held annually as a company-wide venue for sharing achievements in
terms of operational improvements, improving productivity, human resources development, and new product
development.

It has become the largest annual event to participate not only from Nippon Kayaku but also from domestic

and foreign group companies.

In the Meeting, each department makes a presentation, and among them we select excellence awards and
special awards to recognize excellent themes.
Evaluation of daily activities increases employee motivation for work.

By attending presentations of various workplaces, we can obtain hints for new ideas and task solving.

In addition, at the social gathering after the presentation, we are deepening collaboration laterally by
communicating with people beyond occupations, generations, and countries, and expanding our horizons of

business.

We will continue holding this meeting so that Nippon Kayaku Group employees can continue to raise their

ambitions and take the next step in their careers.

KAYAKU spirit Dream and Drive("Kaizen")Activities*The exchange meeting

Meeting for the 7th time in 2018 is a field to talk about "KAYAKU spirit Dream and Drive"("'Kaizen") Activities
frankly. It is a small-scale meeting mainly plant departments and every participant can speak frankly and
actively.

In this exchange meeting for two days, the presentations were carried out on the first day and had open
discussions on the second day. During the open discussion, participants talked freely about how to lead D&D
activities, evaluation method of the result, and troubles and ingenuities of activities.

The small group size made it easier for participants to talk amongst themselves, resulting in active
discussions. So it is popular among participants because it allows active exchange of opinions and

information sharing. Through discussions with people in multiple workplaces, we receive stimulus from other
workplaces, lead to improvement of problem awareness and promotion of D&D activities at our own

workplace.
We will continue this exchange meeting and will do it for more active D&D activities in future

% KAYAKU spirit Dream and Drive("'Kaizen")Activities: A form of improvement activities that focus on the ingenuity and
innovations of all employees in order to resolve tasks in the workplace independently under the banner of CSR

management)

Company-wide Research Presentation Conference

The annual Company-wide Research Presentation Conference brings together researchers from the Research
and Development Group engaged in R&D at four laboratories in Japan as well as officials from the head office
including the President for oral and poster presentations of research outcomes. The event also features oral
presentations and awards for patented inventions that greatly contribute to the company's businesses or

technological development.

In fiscal 2018, we organized oral presentations and postal displays on the theme of "A new world spun out of
horizontal threads" so as to explain how our technologies are derived, what kind of future these technologies
will bring to us, and which technologies are needed to realize this future.

Nippon Kayaku highly values opportunities for management and researchers to directly engage one another

to share research outcomes in a multifaceted manner and to enable researchers to promote themselves.
Researchers are also able to create company-wide networks among themselves, while being asked questions
and given advice after their oral presentations and poster presentations. This allows for the linkage and
fusion of the many excellent technologies developed by Nippon Kayaku over the years, and contributes to

problem solving and the creation of innovation.

Globalization of Research Activities



Following the policy of Nippon Kayaku's global management, the Research and Development
Group is in the process of building a global R&D structure inclusive of overseas Group
companies. While promoting greater interaction among researchers working for overseas
subsidiaries, the Research and Development Group is carrying out the following activities from

the perspective of CSR.

Hosting International Internship Students

Nippon Kayaku hosts interns from both domestic and overseas universities. Interns engage in various activities at Nippon Kayaku's
laboratories with a focus on research and development, while also learning about corporate activities and Japanese culture. At the
same time our employees receive a boost in terms of motivation and stimulation by working together with these young interns.
Going forward, through these internships, we will continue to globalize our corporate culture and contribute to international

exchange as well as the education of overseas students.

Joint Collaboration with Overseas Research Institutes

Nippon Kayaku actively engages in joint research with research institutes located outside of Japan.

We utilize web conferencing during joint research with overseas group companies to share information in a timely manner and
speed up the R&D process. Also, we are among the first to adopt cutting edge technologies and materials, while utilizing industry-

academia collaboration programs with overseas universities, to ensure that we can help create a sustainable society.

The collaboration and integration of our long-standing excellent technologies help promote problem solving and the creation of

innovation.

Copyright © Nippon Kayaku Co.,Ltd. All Rights Reserved.
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Electronics made using organic semiconductors are flexible and can be mass produced by printing. These electronics can
be found hard at work in every facet of our life, where they make society a safer, more secure and healthier place.
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With Our Customers

The Nippon Kayaku Group conducts company-wide quality activities under its quality system in order to supply the best products to
customers. We are mindful that product quality improvements, safety and reliability, as well as the provision of technical services and
information are paramount to improving customer satisfaction.

Quality Initiatives

The Nippon Kayaku Group has established a basic policy called The Declaration on Environment, Health and Safety, and Quality and has
built a quality management system to continually deliver the best products that satisfy customers. We deploy various initiatives for quality

across the entire company and work on quality assurance and quality improvement activities to increase customer satisfaction.

The Declaration on Environment, Health and Safety, and Quality

The Nippon Kayaku Group, under the spirit of its CSR philosophy and Responsible Care, has formulated The Declaration on Environment,
Health and Safety, and Quality, in order to maintain and enhance its environmental protection, health and safety and quality assurance
practices. We are also implementing this declaration using organized activities.

The Declaration on Environment,

Health and Safety, and Quality

Enacted November 7, 1995
Amended May 22, 2017
The Nippon Kayaku Group, under its corporate motto of “KAYAKU spirt”, which calls for
continuously providing society with the best products through ceaseless progress and the combined
forees of our consciences, we will contribute to the realization of a sustamnable society that safeguards
the life and health of consumers, and supports a comfortable life.

Fundamental Policies

—

. We will strive to maintain and improve the environment, people’s health and safety across the
entire product hifeevele, from R&LD to production, distribution, sales, recveling, and disposal.
We will strive to conserve the environment by mtroducing and developimg technologies that are

=

useful toward reducing waste, carrying out the appropriate disposal of waste, conserving
resources, conserving energy, and implementing global warming prevention measures.
3. We will actively provide business partners with information needed for the safe usage and
handling of our products and for conserving the environment.
4. We will enhance the quahty of not only products, but operating processes as well, and also work
to enhance customer satisfaction.
. We will herghten employee knowledge and skills through education and traming and achieve our
eoal of zero pollution, zero injuries. zero aceidents and enhanced quality.
6. We will disclose information so that stakcholders correctly understand our business activities and
also strive to engage in dialogue with local communities and government authorities.

LA

June 25, 2019

S o ks it

President & Representative Director
Nippon Kayaku Co., Ltd.



Quality Assurance System

Quality assurance at the Nippon Kayaku Group is carried out through a control system headed by the Environment, Safety, and Quality
Assurance Management Committee, which is chaired by Nippon Kayaku's President.

This Committee is dedicated to strengthening the Company's quality efforts by discussing and making decisions about the problems and
steps involved in the Company's quality assurance policy and quality assurance activities.

In addition, each business group is strengthening its quality control by establishing the necessary quality assurance divisions for assuring
quality in each of our businesses.

Quality Assurance and Quality Improvement Activities

The Quality Management Division of the Technical Operations Group heads up the Nippon Kayaku
Group's quality assurance and quality improvement activities.

Quality assurance activities aim to mitigate quality process failures, cut back on customer complaints,
and carry out various training to enhance and reinforce quality control skills in order to stabilize
quality.

To verify that the Nippon Kayaku Group's quality management system is operating effectively, we

conduct quality assessments of business sites in Japan and group companies, including those outside

Japan. The "Field Data Analysis - Enjoying
Learning Through Experiences"
workshop in progress. Participants
logically discuss complex cause-and-
effect relationships at their desk and
then carry out experiments to test out

their theories.

Quality Assurance and Quality Improvement Activities at each business site

Each business site of the Nippon Kayaku Group deploys various types of quality assurance activities. Also, we are building a database of
quality process mishaps so that it can be shared horizontally at other business sites as well.

@CQuality patrols @Quality risk assessments

@Trend management (visualization) ®improvement of design and development capabilities

@ Activities to prevent reoccurrences of quality @Statistical analysis method ("Field Data Analysis -
troubles (why-why analysis, etc.) Learning Through Experience”)

@Reinforcement of quality management @ Activities to prevent reoccurrences of quality troubles
technologies (why-why analysis, etc.)

Quality Risk Assessments

Whenever changes are made to production process, such as the installation of a new machine that will take the place of a new worker, for
example, (whenever so-called 4M changes are made), we conduct a quality risk assessment to prevent quality troubles before they occur.

The term "4M changes" refers to changes related to man, machine, material and/or method.

The educational activities for the quality assurance and the quality improvement

As the educational activities for the quality assurance, We offer "Field Data Analysis - Learning Through Experience" program geared
toward researchers and developers and plant employees for practical training on statistical analysis methods, send employees to take
part in outside quality training, and provide outreach teaching at plants as part of internal auditor training.

Here, we will take a look at measures to reduce customer complaints and curb quality process failures.



At each of our plants, we utilize quality control methods such as management diagrams as well as carry out quality patrols and QYT

activities (quality hazard detection training), as part of our daily quality control activities.

The activities to prevent recurrence of the quality process abnormality

For customer complaints and quality process failures we encourage the use of why-why analysis by the workplace using Nippon Kayaku's
why-why analysis manual in order to reinforce preventive measures. Furthermore, we use a version of this manual translated into the

Chinese language to conduct training on why-why analysis at our group companies in China.

Creation of Our Own "Why-Why Analysis" Manual

=0

An analysis by the Quality Management Division found that many similar incidents had occurred rppeed®
e
in the past but there were insufficient resources to find the causes of these incidents. @

Therefore, we decided to implement why-why analysis in an effort to correctly identify
relationships between cause and outcome, determine the fundamental cause, and prevent similar LU
events from happening again. Each plant selects members to promote these efforts and we have p—

also compiled our own "Why-Why Analysis" Manual (made available in both Japanese and Chinese

language versions). This manual is used by every workplace for why-why analysis.

Quality Improvement Promotion Activities

Nippon Kayaku's initiatives for improving quality began with the voluntary introduction of statistical approaches to QC* activities by
plant engineers in 1948.

After receiving the Deming Prize in 1963, Nippon Kayaku organized its very first In-house QC Circle Conference in 1966 as a venue
to present the results of its QC activities. Since then, we have expanded the scope of these activities into "Small Group Activity
Meetings" open for all employees, with this name later changed to the "Meeting of the Movement for Tomorrow." The scope of
these activities has expanded from quality improvement to operational reform, cost reductions, 5S activities, next-generation
development, energy conservation, health and safety improvement, and environmental conservation.

Starting in 2014, these small group activities were revamped exclusively for Nippon Kayaku with a focus not only on improvement,
but also on human resources development and CSR activities.

Global Quality Control and Human Resources Development within the Safety
Systems Group

The safety systems group supplies automotive safety components to customers around the
world. This requires that it provide and guarantee the same standard of quality. The group has
production facilities worldwide and so the Himeji mother plant has implemented the Robust

design® resilient in the face of numerous variations given the requirements of differing
production sites in terms of culture, language and technologies. This approach has enabled it to ~ Technicalinterns from Malaysia and
members of the Himeji Plant's Quality

provide the same level of quality worldwide.
Assurance Department

At its global production sites, locally hired managers and line workers are selected to take part in
extended trainings at the mother plant to obtain essential knowledge and skills. After completing their training, they return to their
workplaces and serve as instructors to pass on their knowledge and skills to others.

% Robust design: A design in which product performance and quality does not vary and is not affected by interference or measurement errors.

Aiming to Create Products that Satisfy Customers

The Nippon Kayaku Group is undertaking various research and development for new products and services in order to supply products

that support the enriched and healthy lifestyle of its customers.



Head-up display related products for automobiles (under development)

Nippon Kayaku is developing products that can contribute to the safe driving support systems. Head-
up displays, which display information on the windshield or clear screen of cars, allow the driver to
access information without averting their line of sight. These displays are anticipated to become more
popular going forward in place of conventional car navigation systems.

However, as windshields are made up of two plates of glass, there is the issue with head-up displays HUD using Freelux® HUF
showing double images if simply projecting an image onto the glasses, while the display is difficult to

see when wearing polarized sunglasses.

To address this issue, we developed a new product called Freelux® HUF* using our proprietary optical
design expertise.

Freelux® HUF is a breakthrough film that eliminates double image of a projected image as well as
allows images to show up vividly to the eyes even when wearing polarizing sunglasses by inserting this
film between the two plates of glass of a windshield. This was exhibited as a conceptual sample at the
2017 Highly-functional FILM EXPO, which attracted many visitors who were able to experience its

effects. Currently, we are working on development aimed at commercialization.

Together with our group companies, we will continue to propose new products with features that will
contribute to the "Environment, Energy Conservation, and Safety."

% [Freelux® HUF] Light control film for head-up displays.

Medical Information Service Center and Securing Customer Trust

The Medical Information Service Center receives toll free calls from patients and medical professionals
with various questions relating to our pharmaceuticals and medical devices, such as anti-cancer drugs,
treatments for autoimmune diseases and intravascular embolic materials. Staff at the Medical
Information Service Center carefully and accurately respond to each inquiry to ensure that all of the
products supplied by Nippon Kayaku are of the highest possible quality. We also conduct surveys to

check whether our response meets the expectations of the customer as part of our continual

improvement initiatives. Additionally, staff work with medical representatives (MRs) that visit medical

Medical Information Service Center

facilities to ensure they can provide information that is beneficial to patients, while customer requests
and opinions are proposed and reported to each relevant department in charge within the company.
The Medical Information Service Center is committed to improving medical care under the slogan

"provide proper usage information and improve customer satisfaction in all situations."

Information Site (Note on Uterine Fibroids)

In October 2018, we launched a comprehensive information site on Uterine Fibroids for the general
public.

Filled with helpful information on what Uterine Fibroids are and their symptoms and treatment, the site
provides easy-to-understand information for women who are busy with work, child-reading, care-
giving, hobbies, and the like.

> Note on Fibroids

Launch of IBD-INFO

In April 2015, we launched IBD-INFO as an informative microsite for IBD patients.
IBD stands for Inflammatory Bowel Disease. Generally, IBD refers to Ulcerative Colitis and Crohn's

Disease. The microsite IBD-INFO provides easy-to-understand commentary from a healthcare



professional about the symptoms of Ulcerative Colitis and Crohn's disease as well as exams, diagnosis,

treatment and daily care, among other topics.

The microsite features a host of different content about causes and symptoms, treatment methods,
daily care, and public subsidies for defraying healthcare costs, so as to provide patients with an
extensive resource of need-to-know information. Additionally, articles on the latest in IBD treatment

and care featuring interviews with specialist physicians are regularly published on the microsite as well.

The goal of this microsite is to broaden patient understanding and empower them with the correct

knowledge so that they will be more motivated during the treatment process.

> IBD-INFO

Launch of Informational Microsite "RHEUMATISM RA - 