CSR Management

Basic CSR Policy

In 2003, the Nippon Chemi-Con Group released the Nip-
pon Chemi-Con Group Charter of Corporate Behavior as
an internal and external declaration of our commitment to
business activities that ensure our position as a corporation
that contributes to society through fair and transparent
business activities.

Based on the spirit of this Charter of Corporate Behavior,
we also have established the Nippon Chemi-Con Group
Business Conduct Guidelines, which outline the awareness
executives and employees working at the Nippon Chemi-
Con Group must maintain during their daily execution of
business activities. As a company that achieves harmony
with international society while providing products and ser-
vices that contribute not only to our stakeholders and local
society, but also to the lives of people throughout the
world, we will conduct our daily activities with integrity,
sound corporate ethics, and a high standard of social re-
sponsibility.

Positioning of CSR Activities

The Nippon Chemi-Con Group positions our CSR activities
as a core aspect of business management to ensure that
we go beyond simply pursuing profits to fulfill our corporate
social responsibilities and make broad contributions to so-
ciety.

I The Ten Principles of the UN Global Compact

CSR Promotion System

The Nippon Chemi-Con Group has established a CSR pro-
motion system within the Nippon Chemi-Con Administra-
tion Department to work with each department and factory
on specific activities.

We go beyond simple corporate activities. For example, in
the area of social contributions, we collaborate with labor
unions on activities such as purchasing wheelchairs
through soda can pull tab collections, providing vaccina-
tions to developing countries through PET bottle cap col-
lection, and donating used clothing to developing coun-
tries.

In 2014, we introduced our Healthy Company system that
focuses on the health management of our employees and
their families. We are conducting activities to ensure the
ability of our employees and their families to have energetic
and healthy lifestyles.

Participation in UN Global Compact

On January 26, 2012, the Nippon Chemi-Con Group an-
nounced our support for and participation in the United
Nations Global Compact (UNGC). The UNGC is comprised
of 10 universal principles related to four areas: human
rights, labour, environment, and anti-corruption.

The Nippon Chemi-Con Group is working to incorporate
the 10 principles of the UNGC into our daily business activ-
ities in order to achieve a high level of corporate social re-
sponsibility and meeting the expectations of all our stake-
holders.

0 Human Rights

Principle

Anti-
Corruption

Principle 9
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Principle 3

Principle 6

Principle

Businesses should support and respect the protection
of internationally proclaimed human rights; and

make sure that they are not complicit in human rights
abuses.

Businesses should uphold the freedom of association
and the effective recognition of the right to collective
bargaining;

JiliHEEY  the elimination of all forms of forced and compulsory labour;

the effective abolition of child labour; and

the elimination of discrimination in respect of employ-
ment and occupation.

0 Environment
Principle 7

Businesses should support a precautionary approach to
environmental challenges;

undertake initiatives to promote greater environmental
responsibility; and

encourage the development and diffusion of environ-
mentally friendly technologies.

Anti-Corruption

JiliHhR0) Businesses should work against corruption in all its

forms, including extortion and bribery.



Human Resources Strategy

Diversity

Aiming to diversify management by promoting
global HR development and utilization of fe-
males in the workplace

Amid continuing globalization, overseas production ac-
counts for over 60% of production (in volume) at Nippon
Chemi-Con and of our approximately 7,000 employees,
more than 65% are outside Japan. Regardless of age,
gender, or nationality, we emphasize individuality among
our diverse human resources. We believe that the new
ideas created as a result of this diversity will contribute to
the creation of technology that benefits both the environ-
ment and people.

At present, Nippon Chemi-Con only has 1.5% of our lead-
ership roles filled by women. We will implement numerous
initiatives to promote the utilization of women in the work-
place.

B Composition of employees

Utilization of foreign students in Japan

Nippon Chemi-Con practices the hiring of foreign students
studying in Japan. Amid continuing globalization, our belief
that the hiring of human resources who live in Japan and
have an understanding of Japanese culture is vital. Since
2012, we have aggressively recruited foreign students in
Japan. As of April 2015, we have 10 such personnel on
staff who are involved in a variety of roles in the company.
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Promoting the hiring of persons with disabilities
Nippon Chemi-Con proactively conducts the hiring of per-
sons with disabilities. Not only does this include staff on
site in our various factories and offices, but we also work to
allow telecommuting to ensure a comfortable working envi-
ronment for persons with disabilities. We are aiming for
persons with disabilities to represent at least 2.5% of hiring
by 2020. The Nippon Chemi-Con Group will continue
working to expand our overall hiring and provide work op-
portunities for persons with disabilities.

Nippon Chemi-Con Education Policy

In our 7th medium-term management plan, we outline de-
veloping the human resources for 10 years ahead as one
of our core strategies. What is happening on the global
stage? What is our position and what must we study? To
achieve continuous innovation, we ensure that all our em-
ployees understand the following education policy.

Nippon Chemi-Con Group Education Policy
Requirements of a Nippon Chemi-Con Group employ-
ee common to both domestic and international offices.
1. Employees who can take on increasingly difficult chal-

lenges
2.Employees with high communication skills
3.Employees who can independently think and act from
a global perspective

About Nippon Chemi-Con Group Education and

Training System

At Nippon Chemi-Con, we have established various edu-
cation systems of tiered training for personnel develop-
ment, including position-based training, distance learning
(Nippon Chemi-Con Business School), and OJT.

Tiered training is a system of curriculum that serves as the
foundation for long-term personnel development. In
FY2014, our main office sponsored thirteen tiered training
sessions where we provided education on the skills re-
quired for each tier. In FY2015, we established an addition-
al system for employees who have been with the company
for five years. We are focused on providing training that is
in line with the needs of society and the company.
Additionally, since 2010 our domestic production division
has conducted global leadership training for select young
employees. This training covers themes that transcend po-
sition and office and provide education that cannot be
gained through tier-based training.

Our 7th medium-term management plan also outlines a
plan for conducting global leadership training for select
employees from our production, sales, technology, and
staffing divisions. Our aim is to “develop personnel who are
able to think, make decisions, and act with a global per-
spective and lead teams made of diverse, international
members to achieve results.”

Lastly, we have partnered with a distance learning provider
to offer distance learning courses covering nearly 200 sub-
jects twice a year. This system enables employees to freely
select courses to promote skill improvement. As an incen-
tive, employees who complete courses with high scores
are eligible for partial tuition subsidies from the company.
Also, employees who complete coursework are allotted
“career points,” which are a parameter in the evaluation of
promotions and raises. Linking this education system to
our HR system helps promote self-improvement.



Corporate Governance / Compliance

Corporate Governance

Basic Concept

Nippon Chemi-Con’s basic concept of corporate gover-
nance is to ensure the transparency and efficiency of man-
agement for shareholders and all other stakeholders.

In addition to legal functions such as General Meeting of
Shareholders, the Board of Directors, the Audit & Supervi-
sory Board, and Accounting Auditor, the company estab-
lished the internal control systems, and continuously pro-
vided information on business conditions through briefing
session on financial results and timely disclosure to imple-
ment sound, efficient and transparent corporate manage-
ment.

Our Corporate Governance System

Nippon Chemi-Con is a company with an Audit & Supervi-
sory Board. The company has introduced an executive offi-
cer system in the company since June 2014 in order to
have a distinct separation between inspection and supervi-
sion of management and execution of operations. The
company concurrently reduced the number of directors but
appointed one outside director to strengthen the function
of inspecting and supervising management. In June 2015,
the number of outside directors was increased to two to
reinforce the function.

Our Audit & Supervisory Board comprises four members.
The board audits decisions made by directors and opera-
tional executions carried out by executive officers, the busi-
ness and financial positions of Nippon Chemi-Con and its
subsidiaries in Japan and overseas.

In addition to the statutory function of the Audit & Supervi-
sory Board members, the company has established the In-
ternal Audit Department that is specialized in internal audit.
The Internal Audit Department carries out field audit of not
only legal compliance but also the appropriateness of op-
erational efficiencies and procedures.

The new audit system of the company has allowed the

I Details of the Corporate Organs

Board of Directors to reinforce the function of inspecting
and supervising management, in addition to the existing
Audit & Supervisory Board and the internal audit section.
The company believes that these audit systems will lead to
establishing a corporate governance system that enables
to perform proper inspection and supervision and increase
the effectiveness.

Business Supervision and Audit Function

Nippon Chemi-Con uses an executive officer system to
separate the business monitoring and supervision function
and the business execution function of company directors
in order to strengthen the business monitoring and supervi-
sion function of directors.

The Audit & Supervisory Board monitors the state of gov-
ernance and business management, and also monitors
daily business activities, including the activities conducted
by directors. Specifically, Audit & Supervisory Board Mem-
bers working under guidelines outlined in auditing policies
and audit plans created by the Audit & Supervisory Board
attend board of directors meetings and conduct factory
visits to investigate and validate the status of work imple-
mentation and business management, and conduct audits
to determine the existence of circumstances that violate
laws or the Articles of Incorporation, or that could harm the
interests of shareholders and other stakeholders.

In addition to Audit & Supervisory Board Members fulfilling
arole as a legal entity, we also have established the internal
audit department which reports directly to the company
president.

The internal audit department works to strengthen monitor-
ing functions for transactions and other general business
activities. The internal audit department conducts regular
internal audits of management systems related to all as-
pects of business and provides detailed advice and recom-
mendations aimed at improvement of work processes and
reinforcing compliance.
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Board of Nippon Chemi-Con’s Board of Directors comprises seven members. The Board of Directors with this small number has enabled to make swift de-

Directors vising management.

cisions and appointed two independent outside directors who are disinterested in the company to reinforce the function of inspecting and super-

Executive
Officer System

Nippon Chemi-Con has introduced an executive officer system to make separation between the function of the Board of Directors’ decision mak-
ing in management and of directors’ inspecting and supervising operations and the function of executive officers’ executing operations. Executive
officers swiftly execute operations based on decisions in management by executing matters determined by the Board of Directors.

Audit & Supervisory  The Audit & Supervisory Board inspects the state of the corporate governance, the steering situations, and daily activities in management includ-
B

oard ing those performed by directors.

Executive Nippon Chemi-Con has established the Executive Committee Meeting for making swift decisions. The committee, which is the consultation organ on
Committee Meeting  operational execution policies, holds weekly meetings, in principle, in order to examine important subjects in management.




Selection of Outside Officers

Of the seven directors of Nippon Chemi-Con, two are out-
side directors. Also, of our four Audit & Supervisory Board
Members, two are outside Audit & Supervisory Board
Members.

In addition to the parameters outlined in the Companies
Act, we established our own “Criteria for appointment of
outside officers that ensure independence from Nippon
Chemi-Con” to ensure highly-independent audits and su-
pervision by our outside officers. Outside officers are se-
lected based on these standards.

Officer category

Total compensatlon

Total compensatlon by type (milion yen)

Of our four outside officers, three are registered with the
Tokyo Stock Exchange as independent officers.

Officer Compensation

To provide appropriate incentives aimed at ensuring the
sustainable growth of Nippon Chemi-Con, director com-
pensation is comprised of a fixed amount of base compen-
sation based on position and length of employment and
performance-linked compensation based on performance
during each fiscal year.

(For the Fiscal Year Ended March 31, 2015)

Number of applicable officers

(millon yen)
Directors (excluding outside directors) 158 158 8
Audit & Supervisory Board Members 49 40 _ 2
(excluding Outside Audit & Supervisory Board Members)
Outside officers 22 22 — 3
Total 222 222 — 13
Compliance

As part of our CSR activities, the Nippon Chemi-Con Group has established a compliance manage-
ment system based on principles of the Nippon Chemi-Con Group Charter of Corporate Behavior and
the Nippon Chemi-Con Group Business Conduct Guidelines. The officers and employees of the Nip-
pon Chemi-Con Group conduct business activities in compliance with local laws and with integrity,

sound corporate ethics, and a high standard of social responsibility.

Compliance Promotion System

In addition to our Compliance Regulations, the Nippon
Chemi-Con Group has established various internal regula-
tions related to compliance and appoints a managing com-
pliance officer (executive officer in charge of the Nippon
Chemi-Con Administration Department) as the chief officer
in charge of compliance promotion and enforcement. This
chief compliance officer oversees a compliance committee,
which works to draft compliance policy that is applied to
the entire Group, draft action plans related to compliance,
and conduct monitoring of implementation progress for
these initiatives. Each department in Nippon Chemi-Con
and Group company has assigned a compliance officer
and compliance staff, who work to promote and reinforce
policy related to compliance.

I Compliance Organization

Chief Compliance Officer (Managing Compliance Officer)
|
Compliance Committee

——— Compliance administrative
office staff

Nippon Chemi-Con |  [Affiliated Companies Overseas Affiliated
Corporation in Japan Companies
I | I
Compliance Officer Compliance Officer Compliance Officer
1 1 1

Compliance Staff Compliance Staff Compliance Staff

Enhanced Education and Training

As part of our CSR education, Nippon Chemi-Con con-
ducts compliance training related to anti-trust laws, insider
trading regulations, etc. This training is based on a ti-
er-based system that covers every level of employee, from
new hires (including mid-career hires) to management level
employees to ensure education that reinforces the impor-
tance of compliance within all our corporate activities. We
also provide education aimed at reinforcing the Nippon
Chemi-Con Group Business Conduct Guidelines to each
department and to our Group subsidiaries. Furthermore,
we hold training conferences led by external coaches (at-
torneys) for Group sales staff and managers where we
cover anti-trust laws. At Nippon Chemi-Con, we take a
proactive approach to compliance education and training
for the entire Group.

Whistleblowing Help Desk

The Nippon Chemi-Con Group has established “Regulations
Related to the Handling of Whistleblowing,” through which
we established a consultation desk and whistleblowing help
desk for employees (Nippon Chemi-Con in-house standing
statutory member of the Audit & Supervisory Board and ad-
ministration department manager) as part of a system for
ensuring the early discovery and prevention of legal infrac-
tions and to protect whistleblowers. The legal affairs depart-
ment (Nippon Chemi-Con Administration Department)
serves as the point of contact for legal consultations related
to daily operations and works to prevent compliance risks.



Environmental Management

Nippon Chemi-Con’s Environmental Policy Environmental activities
(Summary)
@®Structures organization that operates at every level for The Nippon Chemi-Con group has the target of 1% per
conserving the global environment unit of improvement rate a year based on the Low-carbon
®Sets environmental goals and targets, Improves environ- society action Plan of Japanese 4 Industrial Associations
mental performances, Continuous improvements of EMS from FY 2013, and we are promoting activities of the ener-
©Considers biodiversity gy conservation working groups that are organized by the
®ODbserves all environmental laws, regulations, agreements, employees in charge of energy.
and internal standards
@Promotes Energy conservation, Proper control of Chemical <Mid-term target>
substances in the products, Effective use of resources, In light of a “the Low-carbon society action Plan” by the industrial associations,

Waste reduction

®Promotes the development and marketing of products that
have a less environmental loads

®Educates and enlightens our entire workforce

®Prevents the environmental risks, and maintain manage- <Long-term target>

Toward 2020
Improvement target in energy
consumption per unit

annual average : 1 %

ment systems In light of a common target set by the industrial associations,
®Releases information to the public positively, and promotes
Toward 2030

sufficient communication with the local community and Improvement target in energy
stakeholders consumption per unit

annual average : 1 %

Compliance to the Laws and Significant acci-
dents occurrence status

In corresponding to the laws and regulations, depending (The comparison ratio to the base year %)
on regulation parameters, Nippon Chemi-Con Group sets 100~

stricter independent standard value for management, and 80- \§

all legal standards are observed.

M Trends in volume of carbon dioxide emissions and
unit energy consumption (Sites in Japan)

I . . . 60—
No significant accident occurred that impact the environ-
ment. 40— The Voluntary Action Plan of the Industry 2020
e >
20- The Low-carbon
society Action Plan
o ¢

1990 0/ 2008 2009 2010 2011 2012 2013 2014 (FY)
<Activities results>

M Total volume of carbon dioxide emissions and breakdown for different years

(t-CO,)
Fiscal Year 2010 2011 2012 2013 2014
Purchased Electric Power 481,429 406,777 386,594 471,148 483,070
A-grade Heavy oll 33,177 28,603 18,877 21,593 23,921
Kerosene 1,682 1,686 1,682 1,551 1,489
City Gas 25,505 23,143 22,786 23,249 23,449
Gasoline 452 457 397 361 351
LPG 458 383 342 343 340
LNG 0 0 474 490 382
Gas ol 122 50 49 79 106
Industrial steam 0 0 862 2,532 2,557
Waste Materials - Oil, Plastics 0 0 0 0 0
Waste Materials - Paper, Wood 0 0 0 0 0
Total 542,826 461,099 432,063 521,347 535,665

Notes:
1. Energy-CO, conversion factor used by the sites outside Japan is reappraised from 2014.
2. Amount of energy-origin CO, emissions is calculated by using emission factor (adjusted emission factor) released from Federation of Electric Power Companies.



Resource conservation

In the manufacturing activities of industries, the resources
are essential element. Efficient use of such resources will
protect global environment.

We encourage the recycling, reuse, and reduce activities in
order to contribute to the preservation of the environment.

[l Trends in volume of resources consumed by entire Nippon Chemi-Con Group
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Waste reduction
Nippon Chemi-Con Group is active in reducing industrial
waste emission, and also pushing 3R (Reduce, Reuse and
Recycling) for resource circulation and for reducing volume
of final land disposal.

In FY2014, total amount of final disposal increased due to
increase in production activities but we were able to de-
crease final disposal rate by 3R activities.

[ Trends of final disposing rate (Sites in Japan)

(%)
4-

2009 2010 2011 2012 2013 2014 (FY)

We will continue our activities for targeting waste and final
land disposal reduction by sharing resource recovery infor-
mation and supporting resource recovery programs.

Biodiversity Initiatives

In the Nippon Chemi-Con Group’s activities to conserve bio-

diversity, we will take actions for each of the three impacts on

biodiversity.

1. [Impact from procurement of raw materials] In cooperation
with our suppliers, we share views and mutual understand-
ing concerning biodiversity, and move continuously ahead
with activities.

2.[Impact on ecosystems caused by manufacturing] Our
manufacturing processes use energy and resources, and
they emit CO,, waste water and other emissions. As this is
an area where our Group’s business activities directly have
an impact, effective and continuous activities are ongoing.

3.[Impact on biodiversity due to changes in environments
surrounding our workplaces caused by our use of land]
Consideration to local environment and surrounding eco-
system by securing green space in our premises and the
social contribution activities.

Biodiversity offers indispensable and vital bounties (ecosys-
tem services) to all of humanity. The activities that we are able
to perform are steady and modest ones, we think. Yet we
believe that each workplace employing its ingenuity, and con-
tinuing with what small activities it can accomplish, is a very
significant thing. We will roll out such steady and continuous
activities.

4Chemi-Con Iwate Corp.
Birdhouse placed in the prem-
ises to protect wild bird, and
the “Visitor”

4Chemi-Con Iwate Corp.
Monitoring of water quality at
near-by river and water spring

Chemi-Con Yamagata Corp.p
Planting of nursery plant in the
premises to protect specified natural
monument of Yamagata Prefecture
“pbutterfly”, with cooperation of pro-
tecting society, near-by agricultural
high school students, and children.

®For more information, please see the website below.
http://www.chemi-con.co.jp/e/env/index.html
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healthy life

Details of Activities:
Health leads to employee happiness and is an asset for the company. Based on this idea, the Nippon Chemi-Con Group
collaborates with health insurance union to strengthen initiatives related to employee health management. When employ-
ees and their families are healthy, employees are able to work with peace of mind and contribute to the development of
the company. We promote the keywords: percentage of smokers, measures to prevent metabolic syndrome, and mental
health as we implement initiatives aimed at improving the health of each employee.

I Details of FY2015 Activities

Let’s start now, a long—lasting‘

I. Reinforcing smoking rules and lower smoking rates
- reaching national smoking average (19.3%)

Societal concern is growing regarding the impact of smok-
ing, not only regarding the health of smokers but also con-
cerning measures to prevent passive exposure by
non-smokers. Smoking increases the risk of lung cancer
and ischemic heart disease, and can threaten the future
health of an individual. We are promoting smoking reduc-
tion measures from the perspective of ensuring health.

Il. Metabolic syndrome prevention

— lowering BMI above 25 to below 20% of workforce in five years
We treat obesity (BMI above 25) as a major factor leading
to increasing medical care costs. In particular, the impact
on medical care costs caused by obesity is significant and
growing among younger generations. Our company uses
BMI as a benchmark and conduct blood tests from the
time of hiring during even age year to instill health aware-
ness among employees and promote self-evaluation of life-
style choices, as well as the reduction and early discovery
of future risks such as diabetes.

*Conducted yearly for employees 35 and older
;\ -

lll. Mental health measures

- Seminar participation rate of 100%

We conduct seminars for all employees that focus on
“self-awareness,” an important aspect of mental health.
Continually holding these seminars helps root this concept
in the consciousness of employees and helps prevent the
need for leaves of absence. Managers are also provided
line care training to learn how to respond to consultations
from their staff.




Contributions to Local Community

The Nippon Chemi-Con Group values communication with local communities and actively promotes lo-

cal contribution activities in a spirit of coexistence and coprosperity.

Cleaning volunteer work

For the purpose of environment protection, Nippon Chemi-
Con Group is conducting cleanup of near-by areas by our
employee. With appreciation to the local community, 11
cleanup activities were launched in FY 2014.

Nippon Chemi-Con Corp. Takahagi Plant’s Cleanup activity at Takahagi
Beach (July 6, 2014)

Nature restoration

The area where Waga river and Kitakami river (which flow
through Iwate prefecture) join was a swamp (fen with woods
at the waterside) formerly, but changed into dry land with
earth and sand accumulated. To restore this Waga river
swamp, hature restoration project is being conducted in co-
operation among citizens, local firms, the Ministry of Land,
Infrastructure and Transport, and an NPO.

Chemi-Con Iwate Corporation located in Kitakami city, par-
ticipated in the activity of this project twice (June 18 and July
13) in 2014. The activity makes a channel and builds beaver
dams. The dams scatter the water flowing through the
channel and shave the accumulated earth and sand, which
promotes the restoration of the swamp.

Installation of a beaver dam

Installed solar LED street lights that use capac-
itor power supply

Nippon Chemi-Con collaborated with a major LED manu-
facturer to develop street lights that use solar panels to
generate electricity during the day that is stored in an
electric double layer capacitor and used to power LED
bulbs at night. As this is a self-sufficient lighting system
that relies solely on solar power, the surrounding area
can be lit without the use of commercial electricity.
Typically, the power storage device used in this type of
street light is a lead-acid or other type of rechargeable
battery. The major characteristic of this street light is that
it uses electric double layer capacitors manufactured by
Nippon Chemi-Con.

Using electric double layer capacitors instead of re-
chargeable batteries has the following merits.

(1) Longer service life compared to rechargeable batter-
ies means replacement frequency is reduced (reduc-
tion of waste material)

(2) Sufficient power storage even in extreme cold cli-
mates where the winter temperatures drop below
freezing.

(3) Efficient storage of generated electricity even in
cloudy situations with low solar irradiation.

On March 30, 2010, we donated and installed these
street lights for the Toki Community Center, a facility in
Sado, Niigata Prefecture that is involved in the protection
of the crested ibis, a bird designated as a Special Natural
Monument. Operating on 100% renewable energy, this
system is environmentally friendly and independence
from commercial electricity means that the system can
continue operating even in the event of power outages
due to natural disaster.

This initiative is part of our efforts to apply electronics to-
wards community service and was featured in 100 Ex-
amples of IT & Electronics + Community Revitalization,
introduced by the Japan Electronics and Information
Technology Industries Association (JEITA) in November
2014.

Street lights installed at Toki Commu- Reaches full capacity charge in ap-

nity Center proximately two hours on sunny
days. Even on cloudy days, the sys-
tem can be fully charged in 6-9 hours
(depending on rate of illumination). At
full charge, the LED lights can be illu-
minated for nearly 14 hours.



