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 the President
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Advancing Triple Bottom Line (Economic, Environmental, and Social)
Management, We Will Embark on a Period of Innovation and Reform

Tsutomu Tannowa /

President & CEO, Mitsui Chemicals, Inc.

Putting in Place the Long-term Business Plan with an Eye to 2025

2017 marks the Mitsui Chemicals Group’s 20th anniversary since its establishment in 1997. Entering uncharted waters by
adopting a substantially longer-term approach than in the past toward its business plans, the Group has embarked on a raft
of new initiatives after putting in place the Long-term Business Plan in November 2016, with an eye to achieving certain
goals by 2025.

| was guided by two broad lines of thought when putting in place the Long-term Business Plan. The first was the need to
establish a structure that was capable of adapting flexibly to the external environment. In order to properly respond to an
environment that continues to change at a dizzying pace, while at the same time ensuring our sustainable growth, we
recognized the need to set specific goals from a long-term perspective. As far as the strategies required to achieve these
goals are concerned, we remain acutely aware of the importance of swiftly changing business plans, while adapting to the
external environment, and maintaining a robust governance system.

Second, the Plan acknowledges the need to refine the mindsets of employees responsible for the Group’s future. The
Mitsui Chemicals Group’s employees are earnest almost to a fault. While we see this as a positive feature, employees have
often failed to grasp the forest for the trees when carrying out the elaborate mid-term business plans of the past. Our
decision to adopt an extended perspective therefore reflects the greater compatibility of a long-term approach to building
the necessary strategies that help refine the mindsets of employees and achieve the next stage of growth.

Having said this, the three-year Mid-term Business Plan that began in fiscal 2014 has played a vital role in initiating the
Long-term Business Plan. Under the Mid-term Business Plan, we took steps to transform the business portfolio, restructure
the Basic Materials business, and expand targeted business domains that offer growth potential. As our results for fiscal
2016 clearly indicate, the rate of progress that we have achieved has far outstripped our initial expectations. In looking to
bring about substantial change, | have called on employees to embrace the challenges that reform entails and to restore
our strong sense of pride. Today, | can see that employees are going about their duties with increased confidence and
resolve.

Advancing Triple Bottom Line (Economic, Environmental, and Social) Management

The Long-term Business Plan encapsulates our commitment to advancing triple bottom line management. In this regard,
we will engage in balanced activities that focus on addressing economic, environmental, and social concerns. We have in
the past identified the importance of each concern. In declaring our commitment to advancing triple bottom line
management, we are putting in place the cornerstone necessary to achieve the next stage of growth and to fulfill our social
responsibility as a corporate group.

Beginning with the Paris Agreement and the sustainable development goals (SDGs) put forward by the United Nations,
environmental and social initiatives will play an increasingly important role in the efforts of companies to expand their
businesses on a global scale.

Under these circumstances, and with a society that is placing increasingly stringent requirements on the corporate sector,
the Mitsui Chemicals Group has put in place the Long-term Business Plan to clarify its stance toward a targeted future
society and identify long-term goals from each of the economic, environmental, and social perspectives.



Toward Achieving Environmental and Social Targets

The Mitsui Chemicals Group has identified efforts to maximize products and services to achieve a low carbon, recycling-
oriented, and cohesive society in harmony with the environment as well as increased QOL and a smart society as its long-
term environmental and social goals. It goes without saying that to achieve these goals, we must ensure close-knit
collaboration in advancing triple bottom line management. Our success will also go a long way to contributing to the
environment and society though our business activities.

In addition to identifying the long-term goal of reducing greenhouse gas emissions as a part of efforts to minimize our
environmental load, we have positioned the ratios of Blue Value™ product sales that contribute to the environment and
Rose Value™ sales that help improve QOL as key performance indicators (KPIs). Products and services that are
determined to have a high contribution value based on the Group’s unique indicator are certified as either Blue or Rose
Value™. The Mitsui Chemicals Group will contribute to the environment and society through its business activities by
proactively expanding Blue Value™ and Rose Value™ products and services while linking its efforts to growth from an
economic perspective.

As another long-term goal, we will pursue thorough safety, high quality, and fairness across the entire supply chain.
Working beyond the Group’s capabilities on its own, efforts will be made across the supply chain as a whole. In this context,
fulfilling our social responsibility on a global scale is an essential prerequisite to accelerating the pace of overseas business
development in the future. Here, | place considerable weight on the significance of “the quality of safety.” | would like to
strongly impress upon employees the importance of safe quality as the basis for the sustainable growth of society. At every
opportunity, it is vital that we put safety first in everything that we do.

In 2014, the Mitsui Chemicals Group once again took stock of the many challenges that management faced. Steps were
then taken to identify key (materiality) issues while taking into consideration contributions to society and efforts to minimize
impacts. In conjunction with efforts to put in place the Long-term Business Plan, we reconsidered these key (materiality)
issues and reviewed various key performance and other indicators. Looking ahead, we will reinforce measures aimed at
addressing key (materiality) issues and draw on the results of our endeavors to achieve our long-term goals.

Toward the Sustainable Development of Society and the Mitsui Chemicals Group

The Mitsui Chemicals Group’s Corporate Mission is to contribute broadly to society by providing high-quality products and
services to customers through innovation and the creation of materials, while keeping in harmony with the global
environment. As indicated by this statement, the chemical industry in which the Group is deeply involved must play a major
role in addressing social challenges, not only as a cornerstone platform of society, but also as an entity responsible for
driving innovation.

Building on the reforms implemented to date, | can sense that employees have experienced renewed growth. However, in
order to achieve the long-term goals set for 2025, it is absolutely vital that we boldly adopt concepts that represent a
complete break with tradition and undergo a dramatic transformation. To make it happen, each individual employee must
take the initiative to help build an organization that is capable of driving itself forward. For my part, | must channel my
energies toward putting the necessary environment in place to allow employees to achieve this end. Moving forward, we
will work toward the sustainable development of society and the Mitsui Chemicals Group by generating synergistic effects
from the strengths of each individual and achieving long-term goals.




Contributing to Society through
Customer-driven Innovation
Changes in R&D at the Mitsui Chemicals Group

Special

Feature

The Mitsui Chemicals Group has declared “pursue innovations” as one of the basic strategies of its 2025 Long-term
Business Plan. To address the rapidly changing needs of society, it is essential to understand what society and
customers desire at a deeper and more intellectual level. Providing value that addresses customer needs with a
combination of its technologies and services is the essence of the Mitsui Chemicals Group “customer-driven
innovation.”

We are therefore making some major changes in our research and development. We are forging alliances that
extend beyond traditional boundaries both within and outside the Company in order to create innovative new
products and propose solutions. Here, we introduce our initiatives to solve challenges facing society and our
customers through open innovation activities.

To Create Customer-driven Innovation

Case Study : Robot Materials Business Development
An Exciting Step Out into the World The Beginnings of the Robot Materials Business

To Create Customer-driven Innovation

From Supply to Co-creation
A Changing Relationship between Chemical Makers and Customers

Mitsui Chemicals is a technology-driven company with a fine appreciation for
manufacturing. Devoted to the creation of materials, the Company has
traditionally focused heavily on the manufacturing process and paid less
attention to the products that are made out of its materials, leaving these
decisions to its customers along with ideas for how they can help solve social
challenges. In recent years, the technologies required to meet customers’
demands have become increasingly complex and sophisticated. With this in
mind, it is vital that we discuss closely with customers to ascertain the exact
point where we can have the most impact.

For example, a customer may ask us to create a material that feels better to the
touch, a request that is based on sensory values. The first thing researchers
have to do is translate this sensory value into a physical property. After that,
researchers develop materials and then retransferring technical results into a

prototype for customers to judge according to their sensory values. In this way, Shigeru Isayama

and through customer-driven innovation, interactive communication between Representative Director

sensory values and technical terms will play an important role. CTO & Senior Managing Executive
Officer

| believe the chemicals industry provides strong underlying support for all
industries. An inherent strength, chemicals open up a host of possibilities though
various processing techniques, changes in combinations and manufacturing
procedures through to modifications at the molecular level. Chemistry supports
industry, and is a driving force behind the creation of strong competitiveness.



A “Chef” Type Approach in addition to a “Farmer” Type Approach
Offering New Value with Collective Strengths

The creation of innovative materials is a part of our DNA as a chemicals maker. Drawing on this DNA, Mitsui Chemicals
places the utmost importance on acquiring a top share of the world market for materials created with its innovative
technologies, and supporting its earnings. However, it is not enough to engage in research from a “farmer-type” approach
to create and provide good-quality materials. It is necessary to approach research from a “chef-type” approach that also
looks at the potential of using various ingredient materials. In other words, we combine our materials with those of other
companies as necessary, mixing and processing them according to a recipe that makes our customers’ products even
better. In this way, we come up with solutions that leverage our collective strengths as “farmers” and “chefs.”

To this end, Mitsui Chemicals encourages its researchers to “take an exciting step out into the world.” We tell them to “go
see markets and customers for themselves because the world is changing dramatically.” We want our researchers to have
a keen sense of trends around the world, because new needs and cutting-edge innovations are emerging everywhere. For
Mitsui Chemicals to have an intelligence function as a company, our researchers are dispatched outside the Company to
exchange information proactively with venture firms. While our business divisions are aligned with markets, our research
teams are organized by function and technology, because we believe it is important to have collaboration across business
lines in order to maximize the use of our technologies and knowledge.

Awareness of Researchers Also Changing
Faster Open Innovation Inside and Outside the Company

Taking an enthusiastic approach to research is key to the creation of new customer value. Backed by the latest technology
and facilities, development occurs spontaneously across organizational lines in a research culture that values collaboration.
Management acknowledges the value of these activities, leading to an increasing number of cases where we are
collaborating, co-creating, and working together with external parties.

One example of this is our open laboratory initiative, which was launched with the intention of discovering new possibilities
in materials and technologies. Welcoming external designers as partners has led to ideas that leverage the properties of
our materials in ways we would not have thought of ourselves. Our researchers have been rather excited to discover
different ways of creating new value, once their preconceived notions of “this material for this application” were removed.
Our participation in the development of an ultra-compact electric vehicle with imOnO was also an invaluable experience. |
believe it was an extremely rewarding project, as our ideas for materials were implemented in a short timeframe, giving our
researchers an opportunity to see the tangible outcome of their efforts. The Robot Materials Business Development
Division, which was launched in 2016, has begun to assemble volunteers from across organizational lines and fields. We
are exploring the new domain of robotics, an area we have not been involved in that much, to see how our technologies
can contribute to this field.

Toward Our Vision for Future Society

As targets for future society, the Mitsui Chemicals Group has set its sights on a “cohesive society in harmony with the
environment,” “health and happiness in an aging society,” and “industrial platforms in harmony with local communities.” We
aim to quantify our contributions by using as KPls the sales ratios of Blue Value™ products that contribute to the
environment and Rose Value™ products that help improve quality of life, in line with targets for a “cohesive society in
harmony with the environment” and “health and happiness in an aging society.”

We will reflect the concepts behind Blue Value™ and Rose Value™ products in the research and development Stage Gate
System. Innovation is meaningless if it stays in the laboratory. | want our researchers to imagine how each final product will
be used and the value that customers place on a particular product during the development process. This leads to
customer-driven innovations, where we strive to solve challenges around the world from the customers’ standpoint.

We will continue to create new customer value in the world and contribute to society with pride while planting the seeds for
new business opportunities.

Case Study: Robot Materials Business Development
An Exciting Step Out into the World
The Beginnings of the Robot Materials Business

In 2012, the Future Creation Workshop was launched in the Mobility Business Sector. It
began with the Company’s backing as a venue for employees to freely explore new
business ideas, with the key phrase “an exciting step out into the world.” People naturally
congregate around exciting ideas. Workshop members took steps outside of meeting
rooms and found volunteers within their own company as well as companies that could
offset their weak spots, and customers who were prepared to take on new challenges.
Efforts were then made to co-create with each of these partners. This is where our robot
materials business began.

Much like a “chemical reaction,” various repercussions arose inside and outside the
Company after we got outside our comfort zones. At the same time, we posed hypothetical
questions like “will robots still be ‘lumps of steel’ when they are expected to fix various
social challenges?” or “will robots increasingly use performance materials like
automobiles?” Moving forward, there was the development of flexible components for Example of human
human collaborative robots. In this instance, the need for flexible materials by robot collaborative robot




manufacturers exactly matched the Company’s material technologies leading to the mutual
development of unique specialty components. The Robot Materials Business Development
Division, formally launched in April 2016, has now taken the lead in creating new customer
value and driving innovation by forming new networks of people and new combinations of
technologies that had not existed before in robots and materials.

Growing opportunities

for robots to excel

@ Manufacturing ® Medicine @ Infrastructure © Agriculture,
. . inspection forestry and
@ Services @ Nursing care . v
© Disaster- fisheries
response ® Food
© Construction

Examples of the Mitsui
Chemicals Group’s Approach

B Lightweight materials {improved mobility, energy efficiency, handling, safety)
B Shock absorbing materials (improved safety)

B Materials for sensors (improved precision and safety)

Fields Where We Can Leverage Our Strengths as a Comprehensive Chemicals Manufacturer

Mitsui Chemicals has excellent technologies that have been refined in the mobility and
other existing businesses, and a diverse range of products representative of a
comprehensive chemicals maker. Our basic view is to create a pathway to new
markets by applying these technologies and products to the field of robotics.

It is necessary to modify existing technologies and develop new technologies because
of the different requirements for functions, performance and quality between existing
businesses and the robot materials business. External technologies are also heavily
utilized. | truly believe innovation is accomplished by flexibly combining internal and
external technologies. The new technologies created for the robot materials business
are then gradually reflected back into existing businesses, improving their
competitiveness and generating ripple effects.

Through the robot materials business, | sense there is a broadening wave of new
interactive relationships within the Mitsui Chemicals Group. We reach out to other
divisions for help in fully utilizing our accumulated technologies, and a number of R&D
laboratories, business divisions and affiliates have asked us if their technologies can
be applied to robots.

At the Tsukuba Challenge 2016, with featured an experiment involving autonomous
robots navigating city streets, 10 teams participated in the event with a robot featuring
bumpers incorporating Mitsui Chemicals’ proprietary piezo-electric materials for
sensors. Highly sensitive piezo-electric sensors were combined with flexible
polyurethane foam to address needs for the robot to sense bumps into walls and
people, for sensors that can be easily deployed, and for robots to avoid damaging
objects they bump into. Volunteer employees put together a bumper with modules that
can be programmed via a USB connection to a PC. The prototype is being
incrementally improved with ideas being exchanged with experts.

We will advance the Robot Materials Business while thinking foremost about how
robots featuring the Company’s technology can play a constructive role in the world.
We are proud that our technologies are contributing to society through robots.

Shiro Otsuzuki

Manager

Robot Materials Business
Development Division



A robot with one of our bumper sensors at the Tsukuba Challenge 2016

Sharing the Excitement with Robot Makers and Parts Makers

The robot materials business is a B2B2C style business. It is necessary to establish an
R&D model that takes into consideration end user needs and solutions to challenges.
However, it is hard to fully satisfy customer needs and the needs of society on our own.
In the development of flexible components for robots, we began by looking for
partnerships with willing parts makers. Because parts makers are our customers in
most of our existing businesses, we were successful in finding partners due to the
established strong relationships of trust built up by our veteran employees in business
divisions and research labs.

We work with parts makers in that they process our materials into shaped objects
desired by customers, and use materials made by other companies that we bring to the
table when necessary to create parts. Mitsui Chemicals and parts makers have shared
ideas for interesting new parts, and also exciting ideas with robot makers, giving rise to
the potential for new products. We were encouraged to work harder by the external
companies that have lent their help, thanks to their excellent technologies, passion and
ability to make decisions rapidly.

| believe open innovation is essential in future R&D. For this to happen, we must foster
relationships based on trust with customers and others involved in the collaborative
effort. | hope that more of our researchers, especially young researchers, are able to
experience this approach to R&D. We aim to move innovative R&D forward at Mitsui
Chemicals and create new businesses while collaborating with our customers and
other external parties.

Satoshi Yamasaki
Research Fellow
Synthetic Chemicals
Laboratory



Professor Emeritus Ogawa and President Tannowa Discuss Safety

Eg:fl:f; After Five Years,
We are Entering a New Stage of Safety Assurance

Among a host of measures aimed at putting safety first as its top priority in everything that it does, the Mitsui
Chemicals Group has worked diligently to instill a firm commitment to fundamental safety while fostering a culture of
safety. In this regard, reinforcing those competitive strengths that are deeply rooted in ensuring safety provides the
cornerstone of the Group’s management as well as the impetus for carrying out its 2025 Long-term Business Plan.
Five years have now passed since the explosion and fire at Mitsui Chemicals’ lwakuni-Ohtake Works resorcinol
production facility. With the completion of the Safety Reconstruction Project at the Works in FY2016, we now
embark on a new phase in our operating and safety endeavors.

Here in this Special Feature, we report on a discussion between Dr. Terushige Ogawa, Emeritus Professor of
Yokohama National University and Executive Director of the Research Institute for Safety Engineering, who served
as chairman of the Iwakuni-Ohtake Works Resorcinol Production Facility Accident Investigation Committee since
2012 and Mitsui Chemicals’ president and CEO, Tsutomu Tannowa, about the wide-ranging onsite activities
undertaken and future initiatives going forward.

* Please refer here for details of the fire that broke out at the Mobara Branch Factory in July 2017.
B Fire at Mobara Branch Factory (3nd Report) (PDF : 190.7KB)

l Terushige Ogawa, Ph.D

Professor Emeritus at Yokohama National University,
Senior Managing Director at the Research Institute for Safety Engineering

1968 Completed Master’'s Degree at Graduate School of Engineering, Kyoto University

1978 Doctor of Engineering, Kyoto University

1989 Professor at Engineering at Yokohama National University

2001 Professor at Graduate School of Engineering, Yokohama National University

2006 Professor at Graduate School of Environment and Information Sciences, Yokohama National University

2008 Professor Emeritus at Yokohama National University

2012 Chairman of the Explosion and Fire Accident Investigation Committee at Mitsui Chemical’s Iwakuni-Ohtake
Works

* Specialization :
Explosion safety engineering, science of energetic material, safety engineering of chemical processes

* Committee appointments :
Chairman of Japan Explosives Society, Chairman of Japan Society of Safety Engineering, Chairman of Japan
Society of Safety Engineering’s Safety Competency Center Management Committee, Member of Ministry of
Economy, Trade and Industry Advisory Committee on Energy and Natural Resources, Member of Industrial
Structure Council’s Process Safety Subcommittee, etc.

* Awards :
2013 Received the Prime Minister's Award for Contribution to Safety
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Remembering the Lessons Learned from Past Accidents

—— Five years ago on April 22, an -explosion and fire occurred at the resorcinol production
facilities of lwakuni-Ohtake Works. Today, we remember this accident in a frank discussion with
Dr. Ogawa, who headed the Accident Investigation Committee.

Ogawa On that day, a young employee, one of those who represent the future of Mitsui Chemicals, perished in the
devastating accident. As | looked upon the terrible aftermath of the explosion and fire, | was painfully
reminded of the importance of safety at chemical plants. | am well aware that Mitsui Chemicals maintains a
high level of safety throughout the entire company. Nonetheless, this accident happened, a telling example of
the challenges in ensuring genuine safety.

Tannowa | | visited the site in early May, soon after the accident, and to this day | still clearly remember the shock | felt.
Prior to the accident, | had been to the site on many occasions as the general manager of the Industrial
Chemicals Division, and | was at a loss for words when | saw the devastation wrought on the plant. | feel
great sorrow for losing a precious member of the Mitsui Chemicals family, and deeply regret inconveniencing
local residents, government officials, and our customers. Although five years have passed since the accident,
| strongly believe we must keep our memory of the accident fresh in our hearts and minds.

Improving Safety Awareness, Refining the Ability to Take the Initiative

——In the Accident Investigation Committee’s report on the accident, Dr. Ogawa wrote that even
if weaknesses existed in safety, the accident would not have occurred if functions designed to
supplement those weaknesses had been working effectively.

Tannowa | What do you think must take place on a daily basis at worksites to ensure the effectiveness of functions
intended to supplement areas of weakness regarding safety ?

Ogawa Ensuring safety is not an easy task, and there is no magic formula to be learned. Currently, each of our
worksites has appropriate safety measures in place, but conditions on the ground are constantly
changing. Basically, this means new risks could appear at any time. In order to preempt the emergence
of factors that lead to accidents, everyone on site must be vigilant and engage in safety activities every day
without becoming complacent. While trying to avoid getting stuck in a routine, we must systematically
identify our weak points and steadfastly work to fix each and every one of them.

—— Dr. Ogawa, you paid visits to Osaka Works in 2014 and Ichihara Works in 2015. What were
your impressions of the undertakings at each facility ?

Ogawa | came away with the impression that safety was being fervently practiced at both Osaka Works and Ichihara
Works. Over time, the safety culture fostered at the two facilities has evolved slightly differently, but at both
sites, everyone works diligently to ensure safety by combining their efforts with fundamental safety measures.

Tannowa | When | make the rounds at each Works, | can see that our employees’ approach to safety has changed
dramatically. Just two years ago, when | was talking with former Chairman Higashi Ito of the Japan Society for
Safety Engineering, he noted that worksites are where value is created, but also where accidents occur. This
gave me pause to think about how important it is to have a comprehensive understanding of each worksite. |
will continue to visit manufacturing sites and confirm with my own eyes that employees there are working with
enthusiasm and energy.

Ogawa Looking at safety practices at other companies, | notice that a variety of initiatives have been taken to ensure
the intentions of top management are conveyed to and motivation instilled in all employees. Maintaining and
improving safety levels across the Company as a whole can best be achieved by increasing the motivation of
employees on the front lines as well as their sensitivity toward safety. Safety can, therefore, be enhanced by
companies continuing to develop frameworks and organizations that allow employees to think about how
safety can be improved and take independent action.
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Reaching a New Stage, Continuing Best Safety Practices

—— Last year, Mitsui Chemicals completed a safety reinforcement project at Iwakuni-Ohtake
Works. As the discussion turned to the next safety initiative, management reported its progress
to relevant government authorities and the members of the Accident Investigation Committee,
gaining their approval. What are your thoughts on the changes made at Iwakuni-Ohtake Works ?

Ogawa

Tannowa

At first, | think everyone at Iwakuni-Ohtake Works may have felt unsure about what the Company was trying
to do. Despite every effort being made to ensure safety prior to the accident, the explosion and fire still
occurred. Even though all agreed it was necessary to reassess safety activities from the ground up, | believe
there may have been some resistance initially. As the entire Company came together as one to implement
fundamental safety measures, however, everyone at the Works turned their eyes to the future and
enthusiastically pulled together to reinforce safety. At the liaison meeting marking the tail end of the past five
years’ efforts, | was relieved by the resolute progress that had been made. | believe that when considering
safety, it is crucial that we raise the level at the bottom rather than merely aiming for an acceptable
average. From this perspective, it is also essential to ascertain the outcomes of initiatives.

| feel the same. The magnitude of the shock experienced by our employees, including those at Iwakuni-
Ohtake Works, is immeasurable. | believe our safety activities are on a firm footing; we have become aware
of a number of ways to make improvements while reflecting on the accident and analyzing problems. As Dr.
Ogawa said earlier, however, it is difficult to avoid eventually becoming complacent or less vigilant
when constantly practicing safety measures. Even as we strive to flexibly respond on a daily basis to
constantly changing conditions, we must continue to pass along the lessons learned from the
resorcinol accident while sparing no effort in improving safety awareness and implementing best
safety practices.

Ensuring Unwavering Safety through Changing Times

——In November 2016, Mitsui Chemicals unveiled its 2025 Long-Term Business Plan. What are
your thoughts on future safety initiatives ?

Tannowa

Ogawa

Tannowa

Ogawa

Tannowa

The resorcinol accident in 2012 put us in a very challenging situation as a company, including in terms of
financial performance. From 2014, as progress was made under the Mid-Term Business Plan, we began to
gradually see signs of recovery. Thanks to the tireless efforts of onsite employees, no devastating accidents
or trouble have occurred since then. As the 2014 Mid-Term Business Plan was winding down, we unveiled
our 2025 Long-Term Business Plan, communicating our intended future direction both internally and
externally. Our employees’ positivity and willingness to take on new challenges are critical to the future of the
Mitsui Chemicals Group. The business environment is likely to change considerably by 2025 as Mitsui

Chemicals moves more quickly toward becoming a truly global corporation. It is my wish that employees take

on new challenges with optimism, infusing new ideas into safety activities and new techniques for
performing work.

Employees are becoming more diverse at business sites in Japan. Looking at operations from a global point
of view, it is difficult to push forward a uniform set of safety activities given the different nationalities and
cultures of diverse employees. | believe it is essential to have a system based on PDCA while sharing
information daily and raising safety awareness among all employees.

| agree. It would be difficult to take a uniform approach to safety activities on a global basis as there
are some major aspects of safety that only a local employee would understand. In the past, there were
some safety problems overseas, and safety experts were dispatched from the Head Office on a roughly two-
year basis to advise on safety measures. The results were good. | believe initiatives like this will become
increasingly necessary in the future.

With regard to personnel training, | have long been involved in school education, and have come to
understand the importance of education through dialogue at worksites. A lecture is a one-way mode of
communication and insufficient to imparting a true understanding of a topic. Through the exchange of
opinions, knowledge is spread and thoughts deepened. By advancing dialogue-based training, the aim is for
employees to not just to pick up new skills and techniques but also grow as human beings..

A proactive attitude nurtured in this way can play a critical foundational role in maintaining and improving
worksite safety. In discussions about safety at each facility, section managers, and other line management-
level employees have become more confident in their speech, and | hear that more and more employees at
worksites use the singular “I” rather than the plural “we” in conversation. This is revealing in that it indicates
that employees are approaching work problems and issues as matters of personal consequence, thinking and
taking action on their own to find solutions. | am pleased beyond words that this change is occurring in an
increasing number of employees. This has had a positive impact on section managers who are at the heart of
the worksites, the chiefs and foremen who work under them, as well as the employees working onsite. As
they collaborate, | believe this change will have a positive impact on the entire workplace.
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—— Along with increased globalization, technology is becoming more sophisticated, as shown
by loT and Big Data. As a company, how will Mitsui Chemicals tackle advances in technology ?

Ogawa

Tannowa

Gathering, processing and utilizing data about corporate activities has become increasingly important. In my
opinion, it will be challenging to build optimized frameworks onsite without the development of more advanced
systems. In addition to its own technologies, | assume Mitsui Chemicals will have to cooperate with other
companies in order to fully address the changing times.

| agree. Member companies of the Japan Petrochemical Industry Association, where | am chairman, have
begun to disclose, accumulate, and utilize their safety-related data. Although where to draw the line on data
disclosure is a delicate issue, and the utilization of such data may become more difficult, by analyzing points
in common across the companies and other trends, | hope a new type of information sharing will emerge.

Strong Safety Awareness Requires Everyone to Stay Vigilant

Ogawa

Tannowa

Being safe means staying vigilant and insisting on best practices. However, people have a tendency to
choose the easier route. One can become complacent in one’s daily routine, making a good-enough effort
that will be sufficient as long as nothing serious happens. More than anything else, this is the terrifying
moment when safety becomes compromised. Especially when financial performance is strong and
expectations for growth are high, businesses tend to lose sight of risks. Unexpected pitfalls lurk unseen. |
hope Mitsui Chemicals stays true to its course of action, continuing to share information daily and staying
vigilant with a high awareness of safety.

Five years have passed since the accident. As president, | must engrave this memory on my heart and
impress upon employees the importance of safety. The survival and prosperity of the Mitsui Chemicals
Group depends, as ever, on a management policy that makes safety our top priority a and the
establishment of a culture of safety. We will continue to emphasize the importance of safety at all times in
our messages to our employees. Five years after the accident, our safety activities have reached a new
stage, but we will never forget the lessons learned from the accident and continue to steadily
implement our safety activities.

Interviewer : Atsushi Deguchi
General Manager, Safety & Environment Technology Division, Production & Technology Sector
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SEEE Supply Chain Management

In its 2025 Long-term Business Plan, the Mitsui Chemicals Group adopted “pursue thorough
safety, high quality and fairness across the entire supply chain” as one of its environmental and
social targets.

In recent years, in addition to the Paris Agreement and the United Nations’ Sustainable
Development Goals (SDGs), there have been demands for initiatives that take supply chains into
consideration, such as from the Organizing Committee of the 2020 Tokyo Olympic and Paralympic
Games for procurement designed to make them a sustainable event.

On July 25, 2017, we therefore held a dialog with an outside expert concerning supply chain
management that the Group should address in aiming to expand management on a global basis.
For this dialog, after Mr. Hidemi Tomita had given a lecture, we conducted an exchange of
opinions between Mr. Tomita and our management team.

Expert’ s Resumé
Hidemi T omita

Mr. Tomita graduated from the Department of Physics and Engineering, Faculty of
Engineering at the University of Tokyo, and completed his master’s degree at the
School of Engineering and Applied Science, Princeton University

Following the launch of Sony Corporation’s CSR Department, he served as general
manager for about 10 years.

Currently, he is director and general manager of Business Development Division,
Lloyd’s Register Japan K.K.

As chairperson of a subgroup of the ISO 26000 formulation working group, a GRI
Technical Advisory Committee member and Japan'’s representative expert on the
formulation of ISO 20400 “sustainable procurement,” Mr. Tomita participates in the
building of CSR-related international frameworks

A member of Tokyo 2020 Sustainable Procurement Working Group of the Olympic
and Paralympic Organizing Committee, he also serves as a member of the Cabinet
Office’s Investigation Research Planning Committee on accelerating the promotion of
work-life balance etc., utilizing procurement by private companies.

° Attendees

Outside expert

Mr. Hidemi Tomita Director, General Manager of Business Development Division, Lloyd’s Register Japan
K.K.

Facilitator

Mr. Yoshihiko Yamabuki YUIDEA Inc.

Mitsui Chemicals Attendees

Tsutomu Tannowa Representative Director, Member of the Board, President & CEO
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Masaharu Kubo

Shigeru Isayama

Hideki Matsuo

Takayoshi Shimogori

Yasuji Omura
Shinji Ogawa
Shin Fukuda

Osamu Hashimoto

Yoshinori Andou
Akio Hirahara
Akihiko Matsunaga
Haruko Kokue

Atsushi Deguchi

Kenta Tsubohara

Representative Director, Member of the Board, Executive Vice President, CFO,
Responsibilities: CSR Committee, Risk Compliance Committee

Representative Director, Member of the Board, Senior Managing Executive Officer,
CTO

Member of the Board, Senior Managing Executive Officer, Center Executive,
Production & Technology Center

Member of the Board, Managing Executive Officer, Business Sector President, Food &
Packaging and Mobility business sectors

Executive Vice President, Business Sector President, Materials Business Sector
Managing Executive Officer, Responsibilities: Responsible Care Committee
Managing Executive Officer, Center Executive, R&D Center

Managing Executive Officer, Business Sector President, Health Care Business Sector
and General Manager, New Health Care Business Development Division

Executive Officer, General Manager, Human Resources Division

Executive Officer, General Manager, Corporate Planning Division

Senior Director, General Manager, Corporate Administration & Legal Division
Senior Director, General Manager, Corporate Communications Division

General Manager, Safety & Environment Technology Division, Production &
Technology Center

General Manager, Planning & Coordination Division, Production & Technology Center

Yoshinobu Kanemura General Manager, R/C and Quality Assurance Division
Ikunori Sakai General Manager, Purchasing Division

Member, Affiliates Coordination Division (deputizing for Division General Manager
Toshihiro Komoto)

Shigeo Suzuki

Akio Ayukawa Corporate Auditor

Yasushi Nawa Corporate Auditor

(20 attendees)

Lecture Overview

In recent years, there have been many cases in which companies have been identified as having problems with regard to
human rights, occupational safety and consideration for the environment, not only in their own company, but also for their
entire supply chains, such as contractors. It is deemed natural for a company to properly carry out its own CSR, as the
fulfillment of social responsibility, including the supply chain, is nowadays the global viewpoint. The United Nations Guiding
Principles on Business and Human Rights, ISO 26000, ISO 20400, ESG investment and others also encourage corporate
supply chain management and, including the UK’s Modern Slavery Act, the strengthening of laws and regulations is
advancing in various countries, such as the conflict mineral rules of the U.S. Dodd-Frank Act and the adoption of draft rules
on conflict mineral resources at the European Parliament. Moreover, demands for consideration to be given to CSR with
regard to procurement for the Tokyo Olympic Games and Paralympic Games have begun in Japan.

For this reason, it can be said that the negative impacts caused by supply chains, such as human rights abuses, labor
problems, environmental destruction and unfair trade, are currently spreading to business risks, such as trading
suspension, damage to brand image, litigation and negative corporate rating evaluations. Moreover, in compliance with
laws and regulations, it is necessary to increase sensitivity to the laws of the countries in which transactions are conducted.
Even in the case of the Mitsui Chemicals Group, the demands from client companies and institutional investors for supply
chain management are sure to increase. Due diligence, such as conducting risk assessments after having analyzed the
supply chain, clarified problems such as its specific characteristics, environment and human rights, is needed to respond to
these demands. It is also important to disclose information on the aspects covered by due diligence in an appropriate
manner and to gain the understanding of stakeholders.

Companies are required to reliably operate a system of this kind for the management of the entire supply chain.



Exchanges of Opinions

Q.

BB

Q.

B

Europe is leading the way in ESG investment and CSR procurement . Faced with the
importance that institutional investors place on corporate supp ly chain management,
what kind of responses are European companies providing?

Information disclosure is very important in institutional investors’ ESG evaluations, and if information is not
disclosed, an evaluation will not be conducted. Mandatory disclosure is beginning to be imposed on European
companies under the EU directive on disclosure of non-financial information, but Japanese companies are not
obligated by statutory disclosure and it is currently the case that the gap will easily become wider.

Particularly in the disclosure of information relating to supply chains, a series of details, which include the
structure of the supply chain, the ascertaining of high-risk suppliers, risk monitoring methods, extracted problems
and remedial measures, are being requested. Recently, disclosing highly transparent information, such as
disclosing lists of suppliers, has started to become a global trend.

How should we best consider the necessity of ensuring confident iality in the disclosure
of supply chain information?

In the European and U.S. models, customers and third parties conduct audits of suppliers, so keeping information
confidential presents a difficult task. There is a need for security through individual negotiations, such as by the
signing of a contract. However, unlike Western companies that frequently change their suppliers, Japanese
companies are characterized by a close relationship with their suppliers. That is also a strong point of Japanese
companies. | think that it is one way for Japanese companies to devise their own method of engagement rather
than using the Western-type audit system.

Faced with ESG risks, compliance capabilities and their policie s that vary depending on
the country , how best can we unify global standards for when a company add resses
supply chain management?

What is noteworthy now is management not on a by country basis but by each company. The borders of what we
call countries are becoming blurred, and global companies need to manage not only national legislation but
supply chains as well.

Environment and human rights NGOs also recognize that it is better to focus on companies rather than countries
in order to change the world. As a company that wants to protect the value of its brand will begin to work on
supply chain management around the world once it receives a suggestion, the ripple effect is overwhelmingly
large regardless of the regions in which that company operates. This is not limited to NGOs but also in the field of
investment, and the concept of borders is diluted in the sense of evaluating global risks. | believe that more
appropriate responses will be possible if this way of thinking is adopted.

There are many codes of conduct and procurement standards, but which ones should
we remain in line with and up to what level?

Rather than covering the code of conduct and procurement criteria, it is important to first make a risk assessment
and to deal with the high-priority issues. With regard to labor practices, the level indicated by the International
Labor Organization (ILO) has become the benchmark. Also, for example, the Electric Industry Citizenship
Coalition (EICC) auditing standards used in the electronics industry are very clear. As a level of indication,
classification is divided from a major level, where urgent remediation is required, to a minor level, which is
permissible even though it can take a little time to respond. | think that it is good to refer to such things as you go.

How should we address ISO 204007

ISO 20400 is a guideline on “sustainable procurement,” and | think that its use is meaningful from the viewpoint of
checking a variety of supply chain management issues. In the case of the Mitsui Chemicals Group, | think that
there are business fields in which the supply chains are significantly different among new businesses as

15



compared with existing materials-related businesses. When developing new business, would it not be better to
use ISO 20400 as a method for identifying risks, such as the environment and human rights?

There are many procurement platforms for supply chain managemen t, but how should
they best be dealt with?

There is an obligation to respond to CSR procurement questionnaires as well as requests for replies to
procurement platforms from client companies. However, there are quite a few cases where answers cannot be
properly given or are left unattended by sales persons who receive the request from the customer and have a low
understanding of ESG evaluation. This carries the risk of a trading suspension or a more severe request for
corrective action. It is also important to promote internal understanding and to build a system that centrally
collates information and ensures consistency.

On the other hand, | think that there are various specific characteristics in each industry with regard to your
Group’s supply chain management. | think that you should devise your own schemes, including an examination of
platform utilization.

Are there any points we should be careful about when addressing the visualization of
the contribution to the environment and society throughout the supply chain?

| think the visualization of contributions made by Blue Value™ and Rose Value™ products is a very interesting

. initiative. The life cycle assessment of the certification process involves supply chains. For example, would it not
be a better effort if you could go as far as proposals in which you state your ability to contribute more to the
environment by changing such a supply chain?
However, despite extolling their contribution to the environment and society, if a serious problem was to be found
in the supply chain, you run the risk that this would end up harming the reputation of the contributing products
themselves. | think that the likelihood of such risks is relatively low in Mitsui Chemicals Group businesses, but |
think it is better to carry out due diligence.

After Completing the Dialog

The scope of corporate responsibility covers not only our company but also extends
along the entire supply chain. For example, if there is a lack of awareness about other
countries’ laws, such as the UK’s Modern Slavery Act that was raised in the lecture,
and the response is delayed, it could bring harm to our corporate value. We need to
recognize again that a problem occurring in the supply chain presents a risk to the
entire enterprise and calls for a response.

However, such supply chain management cannot be achieved by only one department.
We believe that each department, with a focus on the Corporate Communications
Department, should maintain a high awareness and that management is an issue to be
addressed across the organization.

The Group wishes to proceed with a practical approach to “pursue thorough safety,
high quality and fairness across the entire supply chain,” as established in its 2025
Long-term Business Plan.

Representative Director , President & CEO
Tsutomu T annowa
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Corporate Governance

The Mitsui Chemicals Group is working to upgrade and expand its corporate governance as well
as risk and compliance structure and systems in order to earn the trust of stakeholders including
shareholders, customers, and the local community, and to fulfill its corporate social
responsibilities.

l » Corporate Governance l * Risk and Compliance
+ Goals and Results » Risk Management Policy
» Our Approach to Corporate Governance = Policy on Bribery Prevention
The Status of Corporate Governance Initiative »= Goals and Results

[ .
Implementation

» Risk Management Framework
» Risk Prevention Measures

» Promoting Compliance
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Corporate Governance

¥ Goals and Results » Our Approach to Corporate Governance

* The Status of Corporate Governance Initiative Implementation

The Mitsui Chemicals Group has positioned efforts to upgrade and expand corporate governance as one of management’s
most important priorities. In carrying out this priority, the Group is better placed to earn the trust of stakeholders and to fulfill
its corporate social responsibilities.

Goals and Results

l Goals for Fiscal 2016

e Continuously improve corporate governance through a variety of measure including steps to evaluate the efficacy of the
Board of Directors

|| Fiscal 2016 Results

e Made sure that the Board of Directors focuses on its management oversight role and that operations are primarily
conducted by executive officers by implementing the following measures.

@ Increased the number of Outside Directors from two (2) Outside Directors to three (3) Outside Directors and appointed
personnel with experience in the management of publicly listed companies

(@ Reviewed the role of Group-wide meetings (including the screening agenda items and setting of new items in
connection with Group-wide strategies for deliberation/discussion by the Board of Directors)

(3® Reviewed the criteria for agenda items for deliberation/discussion by the Board of Directors (transfer of authority from
the Board of Directors to executive officers)

l Priorities for Fiscal 2017

e Continuously improve corporate governance through a variety of measure including steps to evaluate the efficacy of the
Board of Directors
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Corporate Governance

* Goals and Results ¥ Our Approach to Corporate Governance

* The Status of Corporate Governance Initiative Implementation

Our Approach to Corporate Governance

The Mitsui Chemicals Group is constantly engaged in business activities to realize its Corporate Vision, which comprises a
Corporate Mission and a Corporate Target. The Group recognizes efforts to achieve effective corporate governance as part
of the process that will allow us to:

(@ Maintain and develop trusting relationships with its shareholders and all other diverse stakeholders of the Mitsui
Chemicals Group, and
(@ Create a framework that can execute transparent, fair, timely, and decisive decision making.

Through these means, the Mitsui Chemicals Group recognizes that it is better placed to achieve sustainable growth and
increased corporate value over the medium to long term.

Accordingly, Mitsui Chemicals positions efforts to upgrade and expand its corporate governance as a key management
issue and will persevere with the efforts outlined above.

l Corporate Vision

Corporate Mission

Contribute broadly to society by providing high-quality products and services to customers through innovations and the
creation of materials, while keeping in harmony with the global environment.
[Five social contribution areas)

= Promoting human well-being = Contributing to the value of shareholders’ investments
= Increasing customer satisfaction = Contributing to local communities
= Promoting the happiness and fulfillment of employees

Corporate Target

Constantly pursuing innovation and growth to become a chemical group with an undisputed global presence

Publicly released since the fiscal year ended March 31, 2016, the Mitsui Chemicals Group Corporate Governance
Guidelines outline the Group's fundamental policies and efforts in relation to corporate governance.

= Corporate Governance Guidelines &

» Corporate Governance Report
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Corporate Governance

* Goals and Results * Our Approach to Corporate Governance

¥ The Status of Corporate Governance Initiative Implementation

The Status of Corporate Governance Initiative Implementation

Roles and Operational Status of Each Organization

Board of Directors

Based on laws, the Company’s Articles of Incorporation, and Rules for Meetings of the Board of Directors, the Board of
Directors makes decisions regarding business strategies, business plans, and other key management issues. The Board of
Directors also oversees the overall management of the Group by reporting on individual director’s professional
performance, the important operations of affiliated companies, and the operational implementation of compliance and risk
management. In addition, the Board of Directors reinforces the management oversight function by discussing important
policies related to the running of the Company from an intermediate stage while providing advice to those persons
executing business. Comprising eight members of the Board, five executive directors, and three outside directors, the
Board of Directors met on 11 occasions in fiscal 2016.

» Board Member S