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Technological progress has enriched our lives from the perspective of physical belongings.
However, the price for this progress has been paid by the global environment, which is
currently in a state of crisis.

Society is thus now faced with the pressing task of finding a way to continue to progress
while protecting the environment. Chemistry is a building block of all industries, and the
chemical industry therefore has the potential to help find a solution to the dilemma through
co-creation with a range of stakeholders.

The power of chemistry can indeed cast light on the fundamental changes that need to be
made, but this light may also cast a shadow.

Our goal is to use chemistry to ensure that future generations can find happiness in a
healthy global environment.

Accomplishing this goal will require us to predict and create the technologies and
functions required of the times before they arise, and to use the power of chemistry in a
responsible manner.

Our foundation remains our wide range of cutting-edge functional materials technologies,
which encompass areas spanning from midstream to downstream sectors. We will leverage
this solid base to ascertain the roots of today’s challenges and take the initiative in finding
new solutions.

To achieve this objective, we will think beyond the conventional boundaries of our
individual business activities.

We are d to co-creating a better society together with stakeholders who share

our ideals, ra!‘ng from consumers to industry leaders, and to accumulating the strength
expected of a global cempany as well as acting and making decisions in an agile and

flexible manner. N

As a “Co-creative Chemi_&g Company,” Showa Denko will “Change society
through the power of chemistry.”
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| Aim to Create a Functional Chemical Manufacturer
That Can Compete on the World Stage. As CEO, | W
Give Top Priority to Developing Human Resource

| am Hidehito Takahashi, and | became president and CEO of Showa Denko K.K. and Showa Denko Materials Co.,
Ltd., in January 2022. With the unification of the management systems of both companies, Showa Denko and
Showa Denko Materials have effectively realized their integration through a system in which 12 corporate officers
common to both companies, under the president and CEO, execute the management of both companies. We will
complete the integration as a newly integrated company (Resonac*) in January 2023, and | am determined to work
with everyone to enable the newly integrated company to make the leap forward to becoming a global top-level
functional chemical manufacturer.

Our major advantage is the present overwhelming superiority over other companies of our semiconductor materi-
als in terms of scale and product range. We will highlight to the world the superiority of our semiconductor and elec-
tronic materials segment, which is integral to the growth of the data economy, where vast amounts of data are
utilized in economic activity. At the same time, we will thoroughly refine businesses with potential through portfolio
management and strengthen the financial standing that underpins them. Our human resources, however, are the
most important factor in achieving our goal of becoming a global top-level functional chemical manufacturer.

My leadership policy is to focus on doing what only | can do. What does this consist of? The answer is human
resource development. Developing human resources requires time, passion, and perseverance. To this end, | will
devote all of my time to human resource development and personnel matters.

* The change of company name and the transition to a holding company structure are subject to approval at the extraordinary shareholders’ meetings
scheduled to be held for both companies in late September 2022.

|
President and CEO

H A
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Message from the President and CEO

Aiming to Compete with the World through
Japan’s Manufacturing Industry

| believe that my earlier career has helped prepare me to guide our
strategy. Approximately four years after joining a bank as a new grad-
uate, | went abroad to study for a master’s degree in business admin-
istration, staying there to work after acquiring my degree to spend a
total of 11 years overseas. In accumulating a variety of experiences as
a bank employee, | came to feel that although the monozukuri (manu-
facturing) capabilities of Japan’s manufacturing industry were first
rate, its poor management and strategies had prevented it from
prevailing against companies from Europe and North America. With
the dream of competing with the world through Japan’s manufactur-
ing industry, | therefore decided to expand the skills and knowledge
that | could use to contribute to Japan’s manufacturing industry, by
accumulating a wide range of experiences.

After returning to Japan, | was approached by the General Electric
Company (GE)—where Jack Welch’s management was at that time
garnering acclaim—which | joined with the aim of developing myself
until | returned to a Japanese company. | served as division manager
and in other positions at three foreign-owned manufacturers, includ-
ing GE. These experiences honed my ability to look at matters with a
foot in both camps: Japan as viewed from overseas, and overseas as
viewed from Japan.

Since joining Showa Denko, | have consistently tackled three
initiatives. The first is reform of our portfolio. | strengthened the
Carbon Division through the acquisition of Germany’s SGL GE,
acquired a downstream coating materials company, and launched a
takeover bid against Hitachi Chemical. The second is the promotion
of openness and accountability in business management. Introducing
key performance indicator (KPI) management and standardizing
reporting formats enabled the forming of connections between
divisions. The third is improvement of marketing. | have long felt that
Japan’s general chemical manufacturers have a low level of aware-
ness of marketing. With this in mind, | established a new marketing
team in the Corporate Strategy Department. The new team’s activities
included strengthening the management of research and development
themes through the incorporation of a marketing perspective. The
integration with Showa Denko Materials, which is in closer proximity
to end-users, also bolstered our marketing capabilities. As all of these
three initiatives are poised to achieve their goals, | have decided to
devote all of my time and energy to developing human resources
going forward.

In these ways, | promoted reforms to unlock Showa Denko’s
potential. Accordingly, when | was sounded out about becoming
president and CEO, it was natural for me to accept. | viewed it as
recognition of my experience and track record to that point in promot-
ing efforts in pursuit of Showa Denko’s quest to become a company
that can compete on the world stage.

Becoming a Team Where People Trust Each Other
to Facilitate Sound Management

| believe that management is a team effort. To facilitate sound

management, a company must strengthen its management team,

ensure their psychological safety, and eliminate any unconscious bias.

Toillustrate, | would like to discuss the actions | took to ensure
psychological safety among the management team. In launching
the new management system, the 12 members, including myself,
who would become corporate officers went on a two-day training
camp in December 2021, at which we worked on team building. In a
classroom session in the first half of the first day, after learning about
the state of the corporate cultures of the two companies and what
constitutes a team, we discussed the type of culture and team we
would like to create. | spoke of my aim to create a team in the
style of a jazz band without sheet music, where one member cues
in another by making eye contact and each can anticipate another’s
intentions. In the second half of the day, we held a program in
which the participants wrote down (while | was out of the room) what
they wanted me to stop, what they wanted me to rectify, and what
they wanted to ask me, in response to which | would comment one
by one. This exercise was a team-building technique known
as new-leader assimilation*, an initiative to improve relationships
between managers and their subordinates by strengthening their
mutual understanding.

In the first day’s session, we were able only to exchange opinions
briefly, with comments limited primarily to requests for me to maintain
a levelheaded response, such as to improve the way | sat to avoid
giving a negative impression and to listen earnestly to others, even
when they spoke at length. Other comments even suggested that my
career history was so pristine that it was off-putting. On the second
day, however, | received two to three hours of negative interview
results in response to my presentations at the town-hall meetings we
had held, criticizing everything from the content of my presentations
to my way of speaking. Since | take critical opinions as valuable feed-
back that helps me to grow, | never feel angered or disheartened by
them, but even | found such comments hard to take. There was no
time for discouragement, however, as | was about to make a presen-
tation to the camp members. Naturally, in light of the comments | had
just heard, | played it safe in my remarks. After my presentation was
finished, however, the 11 members said that my new style of speak-
ing was dull and that there was no need to change to that extent as
they would make good any of my shortcomings. When | heard this,
| felt that we had truly become a team.

| do not believe that | can accomplish everything on my own, nor
do I want to be an emperor in new clothes. | wanted to ensure every-
one’s psychological safety and create a system that allows bad news
to be delivered to me at once. | think the training camp has enabled
us to create a team whose members trust each other.

* New-leader assimilation: A technique to unite team members with their new leader by
creating an opportunity for subordinates to have a discussion regarding their manager in his
or her absence, with the content of the discussion conveyed to the manager anonymously.
| incorporated this technique into the training camp activities with the object of accelerating

the launch of the new team and advancing operations smoothly by strengthening mutual
understanding.

The Critical Period of Post-Merger Integration

As can be seen from reading the career histories*' of the corporate
officers common to both Showa Denko and Showa Denko
Materials, who took up their positions in January 2022, not all of
them are originally from either Showa Denko or Showa Denko
Materials, with many recruited from outside the companies. The
new team of 12 comprises seven corporate officers from Showa
Denko and five from Showa Denko Materials. Including myself, five
of the seven corporate officers from Showa Denko joined the
Company in or after 2015. | am well aware that the present time, in
which two companies of large scale are in the process of becoming
one, is what might be described as a critical situation. Since time is
of the essence for post-merger integration, we are creating an
optimal management team while making up for a shortage of inter-
nal human resources with experience from external sources,
although continuously pursuing such a strategy over the long term
would not be advisable. Reflecting on this, | believe that developing
our own human resources while we buy time in this way is of the
utmost importance.

As explained in detail by Hideki Somemiya, Showa Denko’s chief
financial officer (CFO), and Tomomitsu Maoka, the chief strategy
officer (CSO), in their discussion with the analyst Mikiya Yamada
elsewhere in this report*?, until the promotion of openness and
accountability and the increase in standardization in our businesses,
the head office and individual divisions communicated in a manner
resembling a hub-and-spoke system. Since each division had its
own rules and operations, it was difficult for employees to under-
stand anything other than their own division, and it was taken for
granted that leadership positions would be filled by those from
within a division. To address these issues, we spent three years
working to promote openness and accountability and increase
standardization, enabling us to cross divisions to handpick general
managers. As a result, general managers of divisions today are
expected foremost to provide leadership, rather than have complete
knowledge of a division.

Showa Denko has 13 divisions. The general managers
responsible for these divisions ought to be personnel with the best
leadership skills, rather than those who have the longest experience of
serving in them. For example, when there are two people with lead-
ership skills in one division but none in another, it is crucial to have in
place a system to allow one of the two to promptly take up the general
manager’s position in the division in question. Although our efforts
are stillincomplete, | regard the fact that we developed a system to
enable the transfer of divisional general manager-level personnel
across divisions to be a significant step toward achieving reform.

| am also keenly aware of issues regarding the growth of our
young employees. When | held a roundtable discussion with young
employees from one of our divisions, | asked them where they
thought they would be in a decade’s time. One such employee
imagined the series of personnel changes that would follow in their
own division as a result of the departure of a particular person in a
decade’s time. As | believe that a businessperson’s worth can be
measured by the cumulative total of difficult situations they have
faced and overcome in their careers, | am keen for young employ- ! |
ees to experience divisions at various stages of development from a
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Message from the President and CEO

young age to facilitate their growth. | aim to boost the value of young
employees by developing them through challenging assignments at
both struggling and flourishing divisions.

At the same time, | want to keep in mind that there are as many
careers as there are people. A company needs human resources who
want to be managers, so from an early stage | will stretch employees
who truly wish to compete. However, not all employees need to have
such aims. Since employees differ in terms of when they can give their
utmost effort, | aim to provide equal opportunities and expand the
range of career path choices.

*1 For career histories and messages from the new corporate officers, please see Messages

from Corporate Officers on page 14.
*2 Please see the Discussion on page 32.

Creating a New Company by Combining A and B
to Produce X, Rather than Being Merely the
Product of a Merger between Two Companies

Tomorrow will not be better than today unless we change what we do,
the way we do it, and the people who do it. The integration of the com-
panies comes with all three of these conditions for changing tomorrow.
Opportunities such as this to change everything are a rare occurrence.

The integration of Showa Denko and Showa Denko Materials will
see the companies take a new step as Resonac beginning in 2023.
Although the two companies will become one, neither fully knows the
other’s human resources as yet. When managing through a mixed
team, it is not healthy to have a situation where one half of the team
knows nothing about the other. A shared language for discussing
values is required to enable team members to communicate with
each other on a common basis. To this end, in addition to the pur-
pose of the newly integrated company set out in the long-term

SHOWA DENKO Report 2022

vision—to “Change society through the power of chemistry” —the
newly integrated company has stipulated the values that it holds dear
and established these as part of its corporate philosophy along with
the purpose. The four values call for employees to be Passionate &
Results-Driven, have Open Minds & Open Connections, be Agile &
Flexible, and maintain a Solid Vision & Solid Integrity.

Although describing these as values may sound like overemphasis,
it is actually reasonable to speak of them as such. | would not want to
work with people who did not hold such values. The people we need
at Resonac are those who hold these four values. The newly inte-
grated company will become X (that is, a united company) when the
purpose and values have been completely disseminated. To achieve
this goal, we will focus on boosting the number of people who share
these values by devoting time to instilling our corporate philosophy.

We will pass on our corporate philosophy through a cascade
system, from myself to corporate officers and from them to each
division and the frontlines. However, as the corporate philosophy is
passed on through the cascade, the level of enthusiasm for it wanes.
To revive the enthusiasm, | am currently visiting operation sites. As of
July 2022, | have visited 44 such sites in Japan and overseas. | go to
the frontlines as much as possible and value the time spent with
employees. | ask them to join with us if the corporate philosophy
strikes a chord with them and they feel enthusiasm for it, and tell them
that | hope they will share their feelings on it with those who are
absent. Communicating directly with employees in this way is what |
can do best and what | am uniquely qualified to do.

Concurrently, we added the new goal of becoming a company that
develops co-creative talent that represents Japan’s manufacturing
industry to the goals we have adopted of becoming a company that
can compete on the world stage and a company that contributes to a
sustainable global society. | hope that Resonac can be a company
that is envied for its human resources. The characteristic linking these
human resources will be our values.

Realizing a “Co-creative Chemical Company,”
as Our Purpose Cannot Be Achieved through
Our Efforts Alone

The power of chemistry is an indispensable part of creating the
functions needed for people to live. Our belief that chemistry holds
the key to solving environmental and social issues led us to adopt
“Change society through the power of chemistry” as our purpose.
However, our purpose cannot be achieved through our efforts alone.
We can only realize our purpose through co-creation with a variety of
stakeholders, including customers, business partners, employees,
and local people. This is why we seek to form connections with a
wide range of stakeholders and why we chose “Co-creative Chemical
Company” when we sought to put our vision into words. These words
reflected the desire of both corporate officers and frontline employees.

Given that forming connections is not a one-way process, we
cannot connect with others unless they choose to connect with us.
Being chosen by others means becoming a good company. When we
considered what constitutes a good company, sustainability emerged
as a keyword. | believe that sustainability pertains not only to sustain-
ability of the environment but also a company’s ability to maintain its
existence by continuously maximizing its value. A good company
cannot survive without first earning revenues; at the same time, it will
not be chosen by others unless it contributes to society. These
aspects are two sides of the same coin. An unprofitable company
cannot contribute to society. | believe that we must create a company
that can strike a balance between these aspects.

In this sense, the Showa Denko as it currently stands cannot be
described as a good company. We must evolve into a company that
is chosen by others. Winning trust in our management team by estab-
lishing a high “say-do” ratio* and achieving strong business results
is integral to commanding the confidence of investors and other
stakeholders. A company that is unable to do this cannot become a
good company.

* Say-do ratio: The ratio between what people say they will do and what they actually do.

Our Material Issues for Sustainability as a
Mirror Reflecting Our Ideal State

The role of management in maximizing corporate value is to create an
environment that facilitates continuous growth and boosts profits. To
create such an environment, we must resolve our three sustainability-
related material issues.* The way we will do this is through our strate-
gies. Resolving our material issues for sustainability will enable us to
continuously boost profits and achieve growth. Environmental issues,
human rights, diversity, and other issues are included in this scheme.

The three material issues for sustainability that we have formulated
are like a mirror reflecting our ideal state, in light of which we have
derived our main strategies: establishment of a world-class revenue
base, improvement in portfolio management, and innovation (technol-
ogy x business model).

With regard to portfolio management in particular, although Showa
Denko currently maintains a wide range of businesses, the Company’s
corporate value is lower than the sum of the corporate value of each
of its individual businesses, resulting in a conglomerate discount. We
intend to raise the visibility of this issue and make clear the actions
that we must take to address it, enabling each division to understand
what a conglomerate truly is and why such a discount occurs.

There are three judgment conditions for achieving an improvement
in our portfolio: whether a given business is consistent with our strat-
egy, including sustainability; whether we are the best owner; and
whether the business can achieve the rate of return that we expect. In
line with these conditions, we will operate our businesses with disci-
pline. Some investors may argue that a company president should
concentrate on businesses that can demonstrate the most corporate
value without, in their opinion, wasting time on examining the portfolio
internally. Operating businesses with the discipline | just mentioned
will be important to avoid such arguments while following through on
our commitments will help build trust in our management team.

* Our three material issues for sustainability: Strengthen competitiveness and create social

value through innovation; gain social credibility through responsible business management;
and develop autonomous, creative, and active human resources and culture.

Laying the Foundations to Become a Company
That Cultivates Co-creative Human Resources

Although | have discussed what constitutes a good company, we
must also consider the question: For whom are companies good? In
concrete terms, a company that is good for its shareholders may not
necessarily be one that is good for its employees. | believe that the
only way to balance both is to become a company that cultivates
co-creative human resources.

While | mentioned previously that a businessperson’s worth can be
measured by the cumulative total of difficult situations they have faced
and overcome in their careers, | feel that the cumulative total stops
increasing for businesspeople at most Japanese companies, where
employees serve long apprenticeships. Going forward, | aim to create
role models and build a path for young employees to one day
become corporate officers by handpicking young employees to
expand the cumulative total of their worth from an early stage.
However, the cultivation of employees cannot be achieved overnight.
| expect that it will take 10 years to achieve our aims in this regard.
Regrettably, | will not be able to attain my ideal vision during my own
tenure as president and CEO. Nevertheless, when | step down | hope
to have it said of me that | laid the foundations for Resonac to
become a company that cultivates co-creative human resources.

As | believe that the unification of the management systems of
Showa Denko and Showa Denko Materials has enabled the creation
of a management team that is worthy of trust, | am determined to
deliver results. | would like to ask for your support and cooperation in
our efforts.

SHOWA DENKO Report 2022
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Corporate Philosophy of the Newly Integrated Company

Value Creation Model: “Co-creative Chemical Company”

— Corporate Philosophy ———

We have entered an era in which it is no longer enough for chemical manufacturers to contribute to the enrichment of people’s lives; they also
must act in an environmentally responsible manner to contribute to the realization of a sustainable society. Making such contributions will require

Purpose our actions to spread beyond the Showa Denko Group and even the chemical industry. In this way, we can create value together with internal and

Change society

external stakeholders and entities that share our ideals as a “Co-creative Chemical Company” building a better society.

Initiatives as a “Co-creative Chemical Company”

10

through the power of chemistry

Contribute to the sustainable development of global society by creating functions required of

the times as an advanced material partner

Passionate &
Results-Driven

By taking pride and passion
in our work,
By focusing our strengths
and performance,

We will become a globally
recognized top player.

Agile &
Flexible

By learning through
trial and error,
By thinking flexibly and
acting swiftly,
We will transform into a
dynamic organization.

Open Minds &
Open Connections

By showing mutual trust
and respect,
By collaborating openly
beyond boundaries,

We will co-create new value
with all stakeholders.

Solid Vision &
Solid Integrity

We truly recognize the power
and potential of chemistry,

We prioritize sustainability for
future generations,

We commit to upholding our
values of integrity to all stakehold-
ers and ethics in developing
chemical technologies.

Showa Denko defines its purpose as to “Change society through the power of chemistry.”

Fulfilling this purpose will require us to contribute to the sustainable development of global society

by creating functions required of the times as an advanced material partner.

In addition to the purpose, we have defined four values that we cherish:

“Passionate & Results-Driven,” “Agile & Flexible,” “Open Minds & Open Connections,” and

“Solid Vision & Solid Integrity.”

Our purpose and these values constitute the corporate philosophy of the newly integrated company.

We will share our corporate philosophy on a Groupwide and global basis and grow our business as a united entity,

SHOWA DENKO Report 2022

while seeking to foster co-creative talent.

Establishment of the JOINT2
Consortium for Development of

f r Next-Generation Semiconductor
m. i [_{ x Package Assessment Technologies,
“‘ ” € Materials, Substrates, and Equipment
OLX]

Showa Denko established the JOINT2 consortium in October 2021.
With 12 member companies, including Showa Denko Materials, this
consortium is tasked with the development of the 2.xD, 3D, and other
next-generation mounting technologies that will be needed in a post-
5G world. Member companies are also teaming up to supply custom-
ers with the ideal combinations of materials, equipment, and
components from among all of their offerings.

Launch of the Stage for Co-creation
Venue for Long-Term Co-creative
R&D Projects with Internal and
External Partners

®rPs7

Launched in Yokohama City, Stage for Co-creation is a venue for the
advancement of co-creative projects based on long-term R&D
themes together with internal and external partners. Specific themes
include those that contribute to the realization of a sustainable society,
such as next-generation high-speed communications materials and
plastic recycling.

Leadership in Energy- and
Climate Change-Related Initiatives of
the ICCA

® wes

The International Council of Chemical Associations (ICCA) is an inter-
national chemical industry association. Showa Denko participates in
this association as a representative of the Japan Chemical Industry
Association. Five ICCA working groups have been established for the
purpose of examining the issues that the chemical industry needs to
address on a global scale. A member of Showa Denko plays a leader-
ship role in these activities as a chairperson of the Energy & Climate
Change Leadership Group.

Joint Global Meetings That Integrate
Prior Employee-Participation
Activities to Deliver Solutions Which
Exceed the Bounds of Customer
Expectations and Imaginations

Ol

A global meeting held in 2021 drew participation by roughly 500
Showa Denko Group employees from seven countries around the
world. This meeting integrated the discussion forums previously held
separately by Showa Denko and Showa Denko Materials prior to
2020, to create a new venue for sharing best practices and encourag-
ing exchanges between human resources. The opportunity was no
doubt a stimulating experience for all who attended, and this
stimulation is manifesting in the form of new co-creation.

Development of HD media compatible with MAS-MAMR next-generation
HDD storage technology (3) P.44

Commencement of mass production of six-inch monocrystal
substrates for SiC power semiconductors (3) P.44

Reinforcement of development capabilities
through materials informatics (3) P.47

Unique innovation businesses supporting next-generation
technologies and industries (3) P.49

Cultivation of co-creative human resources (3) P.55
WelQuick technology embodying a hybrid approach @ P.59
Inventory management through introduction of T-Al @ P.61

:Dhemical community for voluntary, co-creative action (3) P.73

CO: capture and use initiatives to achieve carbon neutrality 3) P.52

Co-creative plastic chemical recycling and large-scale hydrogen
use initiatives 3) P.52

Maximization of customer value in the steel recycling process
through digital transformation @ P.52

Contribution to healthy and fulfilling lifestyles
through the life science business (3) P.53

Graphite electrode production through renewable energy use @ P.64
Greenhouse gas abatement systems @ P.64

Life cycle assessment and carbon footprint initiatives (3) P.64

SHOWA DENKO Report 2022
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Integration Progress and New Organizational Structure

Progress of the Integration Process

Integration of Our Management Organization Completed a Year Ahead of Schedule

The process of integrating Showa Denko K.K. and Showa Denko Materials Co., Ltd., has been progressing smoothly since the acquisition of the

former Hitachi Chemical Co., Ltd. (currently Showa Denko Materials), in 2019.

In January 2022, we integrated the management teams of the two companies, making for a substantively integrated structure with the same
12 individuals, including the president and corporate officers, managing both companies. In conjunction with the institution of the new
management team and the release of our new corporate philosophy, we also updated our long-term vision in February 2022.

One year ahead of schedule
v

Completion of the tender offer bid for Hitachi Chemical ‘ ’ Substantive integration ‘ Integration as a corporate entity = Start as a newly integrated company ‘

v v
() ()
2019 2020 | 2021 | 2022 | 2023 | 2024 | 2025 | 2030
Management
oA Prior management team New management team

Transition to the New Organizational Structure

Presently, corporate officers serve concurrently at both Showa Denko and Showa Denko Materials, and chief officers have been appointed to over-
see their respective functions. We also intend to establish headquarters for electronics, mobility, advanced functional materials, and the life science
business in January 2023. The substantive integration of business divisions and sites is being advanced by the respective preparation officers.

Moreover, the Company looks to transition to a holding company structure in January 2023. Preparations for this transition are moving forward,
through a concerted effort by Group companies overseen by business division heads and other leaders.

Management Structure in Preparation for 2023

Chief Executive Officer

o . . Chief Operations,
Chief Chief Financial| |Chief Strategy Chief Risk Chief Human Chief Manufacturing and Chief Digital Chief Marketing
) . . Management Resource Technology . . . . N
Officers Officer Officer Officer Officer Officer Engineering Officer / Officer Officer
Chief Quality Officer

Corporate

. Prior corporate philosophy
philosophy

New corporate philosophy (purpose and four values) }

Prior medium-term management plan

Disclosed plan Long-term vision (updated in February 2022)

As it seeks to maximize corporate value in pursuit of its vision, the Showa Denko Group
will accelerate business portfolio management aimed at facilitating the ongoing creation
of value through the resolution of global social issues. We are currently preparing for the
transition to a holding company structure, which is deemed to be the optimal structure
for accomplishing these objectives.

The post-merger integration process, for which we have defined six priority manage-
ment measures, is moving ahead smoothly and, in September 2022, we aim to formally
announce a transition to a holding company structure, comprised of a holding company
and an operating company, to be undertaken in January 2023.

Note: The transition to a holding company structure and associated change in the Company’s name are subject
to approval at the extraordinary general shareholders’ meetings to be held for both companies in late

September 2022.
Dedicated to Group strategy and listed company functions;
Pure holding responsible for responding flexibly to management issues while
company appropriately allocating management resources to business
alliances, M&A activities, and other initiatives from a Groupwide

perspective

WECIEWCRIEEEENICH  Focysed on increasing business competitiveness and responding
company

flexibly to changes in the operating environment, to quickly generate

SRR synergies between Showa Denko and Showa Denko Materials

and Showa Denko Materials
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4

Transition
to holding
company
system

Details of
holding

To be completed by
January 1,2023
company

system
Priority
post-merger
integration items

Workforce Contract
integration transference

IT system
integration

Electronics Business| | Mobility Business | (Advanced Functional Basic Chemicals Do Life Science
i i i . L evice i
Business Headquarters Headquarters Materials Business | | perochemicals Division, Carbon Solutions Business
Divisions Planarization materials, | | ENerdy storage and tibology Headquarters Division Industrial Gases Division o Headquarters
electronic chemicals, etc. materials, molded components, | Resin materials, functional Division Division Regenerative medicines,
etc. chemicals, etc. medical products, etc.

Note: The future business headquarters are currently acting in the form of preparation offices.

Second Founding in January 2023

Desire Encapsulated in the New Company Name and Logo

The name “Resonac” was created by combining the word “resonate” with the “c” of

As part of our departure on our journey as a newly chemistry.” This name encapsulates our desire to attract new partners and transform

integrated company, we have decided to change our
name to Resonac Corporation.

This change in name will be emblematic of our
symbolic second founding, which will position us to
contribute to the sustainable development of the
global society by creating the functions required of the
times as an advanced material partner. These contri-
butions will be made through co-creation with a range
of stakeholders, both inside and outside of the Group
and the chemical industry.

society by creating a movement toward the future that resonates with people, through
the combination of our wide range of advanced material technologies and the technical
prowess and ideas of our partners.

This desire is also expressed through the Resonac logo, with the two-line design of
the “R” symbolizing the co-creation born from this feeling of resonance and representing
our stance toward shaping the future with an increasingly wide range of partners.

Holding Company
Resonac Holdings Corporation

Newly Integrated Company (Operating Company)
Resonac Corporation

SHOWA DENKO Report 2022
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» »» A New Start: Moving as One

Messages from Corporate Officers

In January 2022, Showa Denko began operating under the guidance of a new president and a new team of

corporate officers.

On the following pages, you will find messages from the new management team in which they explain
the action they will take to help fulfill our purpose.

Improvement of Corporate Value to Become Japan’s First World-Leading
Functional Chemical Manufacturer under the Guidance of the New

Management Team

My leadership policies are grounded on the idea of everyone
focusing on the things that only they can do. In my case, this
includes supporting human resource development and engag-
ing more closely with employees. However, if | am going to
focus on these tasks, we need to be able to promote manage-
ment through a unified team of trustworthy individuals.

If we do not change anything, whether it be what we
do, how we do it, or who does it, we will see no progress.
Recognizing this, together with our management team, | seek
to transform Showa Denko into a company that can compete
on global scale, guided by our purpose of “Change society
through the power of chemistry.” | hope you will look forward
to our future undertakings.

Profile

Hidehito Takahashi joined Showa Denko in
2015 after working at The Mitsubishi Bank,
Ltd. (current MUFG Bank, Ltd.), and GE
Japan Holding Corporation, and was
involved in the acquisition of the former
Hitachi Chemical and the establishment of
the ideal portfolio for the newly integrated
company as chief strategy officer (CSO). He
assumed his current position in January
2022. Mr. Takahashi emphasizes the
importance of psychological security above
all else and thus hopes to cultivate an
environment in which people feel free to
present critical opinions or bad news to him.
His favorite expression is “Change before
you have to.”

Hidehito Takahashi
Chief Executive Officer (CEO)

Support for Proactive Transformation by Tracking and Preemptively
Addressing Risks from a Range of Perspectives

As CRO, | will play a leadership role in addressing the

Keiichi Kamiguchi

Chief Risk Management Officer (CRO)

Relevant pages (3) P.69-71

increasingly diverse and complicated spectrum of risks by
developing systems for comprehensively managing strat-
egy, operational, hazard, and other risks to ensure that we
can fulfill our purpose. Moreover, | will help establish the
Group Code of Conduct and global compliance standards
for the newly integrated company, to ensure compliance
with laws and regulations as well as with so-called “soft
law” standards. | also aim to support transformation by
strengthening Groupwide oversight and monitoring func-
tions and consequently corporate governance systems.

Acceleration of R&D in a Borderless Environment Where People Feel

Safe to Take Risks and Fail

For those of us involved in R&D, our four values were a Profile

matter of course even before they were put into words.
Looking ahead, | hope to develop an environment in
which we can focus even more strongly on R&D and
intellectual property activities, while acting with speed
and an open mind to ensure that our research projects

produce results.

By promoting coordination with business divisions in a
manner that unites our R&D and intellectual property
activities with our technology, | will strive to make us a
world-leading functional chemical manufacturer.

SHOWA DENKO Report 2022

After joining Showa Denko in 1986, Hiroshi
Sakai was assigned to a finely crushed sub-
stance research center in Shiojiri City, Nagano
Prefecture, where he was involved in the
research of magnetic barium ferrite powder. He
later was sent to study overseas before being
placed in a hard disk media research and
development position in 1993. He took part in
the development of SiC epitaxial wafers in 2019,
became CTO in 2020, and assumed his current
position in January 2022. His credo is to be
positive and forward-looking and to enjoy
everything.

Profile

Keiichi Kamiguchi joined Showa Denko in 1983,
after which he was positioned in roles respon-
sible for corporate planning and industrial gas
and basic chemical operations. In the years that
followed, he has overseen legal affairs, internal
audits, general affairs, human resources, and
purchasing supply chain management as CRO
before assuming his current position in January
2022. Mr. Kamiguchi emphasizes trust in his
work. His management approach is aimed at
winning stakeholder trust by improving corpo-
rate value through business operation with a
focus on soundness, effectiveness, and
transparency.

Hiroshi Sakai
Chief Technology Officer (CTO)

Relevant pages (3) P.54-57

Contribution to the Development of a Sustainable, Digital-Infused
Society with a Focus on Speed and Co-creation

Since the establishment of the JOINT2 consortium in
2021, the Preparation Office for Electronics Business
Headquarters has been engaging in open innovation with
consortium members to move ahead with the develop-
ment of the next-generation semiconductor mounting
technologies that will be indispensable to the future. We
have also begun developing a system for integrated man-
agement and tracking of information regarding suppliers in
an effort to strengthen supply chains amid the recent
uncertainty. My division will continue to deliver solutions
created through co-creative material development proj-
ects, to contribute to the happiness and prosperity of
people and to harmony with the global environment.

Profile

Hiroyuki Yamashita joined the former Hitachi
Chemical in 1982, where he gained experience in
the sale and planning of inorganic material
products, overseas sales (in the United States),
and the management of friction material opera-
tions. He later came to hold positions such as
director of a regional headquarters company in
China and head of automotive product and
telecommunications business divisions at Hitachi
Chemical. He assumed his current position at
Showa Denko in 2021. His motto is “Balance is
crucial to management.” To Mr. Yamashita, this
motto does not necessarily mean to always take
the middle ground, but more that he aims to make
decisions by considering as many interested
parties as possible. He is also constantly aware of
the importance of taking the perspectives of
others into account in decisions, even while
remaining mindful of the need for personal
standards.

Hiroyuki Yamashita

General Manager,
Preparation Office for Electronics
Business Headquarters

Relevant pages (3) p.42-45

Masterful Financial Guidance of the Newly Integrated Company,
Coupled with Promotion of Unending Corporate Transformation
to Maximize Corporate Value

The role of a CFO is to help investors understand the
direction of a company, to ensure a fair evaluation of its
corporate value in capital markets. At the same time,
the CFO has a role to play in internal fund and resource
allocation by promoting resource allocation and financial
management in a way that contributes to maximizing

Hideki Somemiya
Chief Financial Officer (CFO)

Relevant pages (3) p.28-35

corporate value. For this reason, | am driving organization
and human resource development with the goal of facilitating
the cross-organizational creation of value.

Enhance Mobility and Ability to Communicate across Internal and
External Borders to Facilitate a World-Leading Mindset

| serve as CSO in the new management team launched in
2022. My role in this position is to broadly and strongly
emphasize the purpose of the newly integrated company —
“Change society through the power of chemistry”—by
defining and by leading to what it means to have a strong
presence in the global market. To this end, | will drive a
diverse range of flexible co-creative initiatives, together
with both internal and external partners, to shape the
future of the Company based on solid foresight.

Profile

After starting his career at A.T. Kearney, Inc.,
Tomomitsu Maoka moved to Infineon
Technologies Japan K.K., and then to Lenovo
Japan K.K., where he was involved in business
strategies and business model transformation,
before joining Renesas Electronics Corporation.
At the company, he covered various roles
including corporate planning, the entire
operations in China, etc., as senior vice
president. He joined Showa Denko in October
2021 and took up his current position in January
2022. Mr. Maoka’s motto is “God only gives us
trials that we can overcome.”

Profile

Hideki Somemiya held positions at Nomura
Research Institute, Ltd., Merrill Lynch Japan
Securities Co., Ltd., and JPMorgan Securities
Japan Co., Ltd., where he was managing director
of the Technology, Media & Telecommunication
Group of the Investment Banking Division prior to
joining Sony Corporation. At Sony, Mr. Somemiya
was in charge of groupwide M&A activities,
served as CFO of semiconductor operations, and
took part in the launch of an Al sensing solution
business. He joined Showa Denko in October
2021 and took up his current position in January
2022. His favorite analects is “Stay hungry, stay
foolish!”

Tomomitsu Maoka
Chief Strategy Officer (CSO)

Relevant pages (3) P.26-27, 32-39
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Messages from Corporate Officers

Refinement of Technologies and Businesses to Engage in Enthusiastic

Co-creation Initiatives

By capitalizing on the material insight gained through R&D
activities and our understanding of contemporary market
needs and people, | aim to build on the material-related
strengths of the newly integrated company to maximize
the value we provide. | am enthusiastic about creating
niche products, and | aim to enjoy this process and to
propose new materials that help resolve social issues.

| hope that the Company can evolve to become a team of
frank and wholesome functional material specialists.

Profile

Joining the former Hitachi Chemical in 1987,
Mitsuo Katayose has been involved in R&D in
areas ranging from materials to electronics and
displays. He has also held roles in functional
material business planning, automotive product
planning and operations, and marketing, even
serving as CTO and manager of the life science
business, before assuming his current position
in January 2022. His favorite saying is “Having
value is more important than being successful.
One'’s value is measured not by what one has
gained, but by what one has given.”

Mitsuo Katayose

General Manager,

Preparation Office for Advanced
Functional Materials Business

Headquarters

Relevant pages (3) P.48—49

Creation of Networks Spreading Outside of the Organization
to Continue Developing Highly Profitable Businesses

I hope that our cross-business marketing and sales divi-
sions will be organizations capable of quickly assessing
changes in social and market needs and making timely
proposals which capitalize on Showa Denko’s technology
and product value in response to such change. For this
reason, it is crucial for us to develop marketing and sales
networks that allow for the sharing of information among
divisions and the proposal of our value to customers
around the world.

Shigeru Fujita
Chief Marketing Officer (CMO)

Relevant pages (3) P.58-59

Never-Ending Ambitions Pursued with Speed That Outpaces Social

Change to Make Our Dreams a Reality

The automotive industry currently finds itself at a once-in-
a-century turning point. In this industry, vehicles are being
made of lighter weight while adopting electrification and
autonomous driving technologies, for the purpose of
providing comfortable and eco-friendly mobility options.
We are thus poised to contribute to society by offering
solutions that incorporate the technologies and products
which will support next-generation automobiles. To ensure
that we can take advantage of this prime position, we
should engage in open discussion with our colleagues
and customers who are working around the world, in an
ambitious quest to create new value.

SHOWA DENKO Report 2022

Profile

Yoshito Ishii joined the former Hitachi Chemical
in 1992, where he was involved in the develop-
ment, mass production, and ultimately com-
mercialization of graphite anode materials for
lithium-ion batteries. After taking up positions
leading development and business divisions at
Hitachi Chemical, he transferred to Hitachi
Power Solutions Co., Ltd., eventually overseeing
its electricity and energy business as president.
Returning to Hitachi Chemical in April 2019, he
was placed in charge of the energy business
before assuming his current position in
November 2021. His favorite saying is by Peter
Drucker: “The best way to predict the future is to
createit.”

Profile

Shigeru Fujita joined the former Hitachi
Chemical in 1987, where he sold semiconductor
materials. After serving as president of overseas
sales companies in Taiwan and Singapore, he
became general manager of Hitachi Chemical’s
marketing and sales operations in April 2017,
before taking up a concurrent position as
deputy general manager of its telecommunica-
tions operations in April 2019. He was
appointed to his current position in January
2022. His basic stance on sales is to take an
approach that satisfies the buyer, the seller, and
the greater society.

Yoshito Ishii

General Manager,

Preparation Office for Mobility

Business Headquarters

Relevant pages @) P.46-47

Cultivating an Organizational Culture in Which Our Values Are
Expressed through Actions to Achieve Our Purpose

The ultimate strategy for becoming a functional material Profile
Atter joining the former Hitachi Chemical

in 1995, Nori Imai cultivated her business
acumen through corporate planning, sales
in the United States (dispatched), and
business planning at several business
units before assuming her current role in
January 2022. Her mottoes are “Where
there is a will, there is a way” and (with
Steve Jobs) “If today were the last day of
my life, would | want to do what | am
about to do today?” She is thus motivated
in fostering a corporate culture, which
enables everyone to think and act freely,
aiming for their ideal career goals, and
aligning individual power for sustainable
transformation of the Company.

manufacturer that contributes to the resolution of social issues
is development of people. In an era of volatility, uncertainty,
complexity, and ambiguity, | want our people to be able to act
with autonomy, connecting with others and going beyond
boundaries to engage in the co-creation of new values.
Nurturing talent is the most important responsibility of a leader.
I, as CHRO, and my team are committed to partnering with
leaders of the Company, building up frameworks that enable
our people to become aware of their own potential, and creat-
ing opportunities for them to unleash everyone’s potential.

Nori Imai

Chief Human Resource Officer (CHRO)

Relevant pages @) P.72-77

Cross-Functional Action Founded on Pride to Earn Enduring Trust

The larger a company becomes, the more difficult it becomes
to facilitate effective communication within the organization.
This situation can erect barriers that discourage people from
commenting on others’ work or on other functions, which in
turn makes for people and organizational cultures that cannot
accurately determine the best course of action to create
results. It is important for people to take part in open discus-
sions, commenting, and collaboration that crosses the bound-
aries of functions on topics such as our strengths and
weaknesses and what needs to be done to give form to our
Masami Tobito values. | therefore want to work together with all members of

Chief Operations, Manufacturing and ~ our team to provide cross-functional support to people and
Engineering Officer (CMEO) organizations that are committed to creating results. | also

Chief Quality Officer (CQO) think it is important to be quick to deliver bad news and to be

Relevant pages (3) P.62-68 appreciative of those with the courage to do so.

Transformation of Business and Management by Linking People and
Information through IT and Digital Technologies

Companywide digital transformation will allow us to standard- Profile
Hideki Shibata held positions heading the

IT planning and robotics innovation
divisions of FUJIFILM Holdings
Corporation and the ICT strategy division
of FUJIFILM Corporation prior to joining
Showa Denko in May 2019. At the
Company, he promoted digital transfor-
mation as the general manager of the
Information Systems Department before
taking up a concurrent position as
associate councilor in January 2020 and
then his current position in January 2022.
He likes to emphasize the importance of
chance encounters and how a preoc-
cupation with one’s past can cost one the

and information across internal and external business chains future,
and thereby contribute to co-creation with stakeholders and

the creation of social value.

ize our operating processes, structure our data, and reform
our culture while fundamentally transforming our business
model, in a manner that is more conducive to autonomous
growth and high levels of competitiveness. | therefore look to
cultivate the digital-proficient human resources that will be
imperative to such digital transformation, to drive the ongoing
improvement and evolution of business processes and data.
Through such exhaustive data utilization, | aim to link people

Profile

Masami Tobito has a background in production
technologies, manufacturing, and purchasing
supply chain management that was gained at
Toyota Motor Corporation, Amazon.com, Inc.,
and GKN Driveline Japan Ltd. He joined Showa
Denko in 2017 and worked in the Carbon
Division, where he was involved in the integra-
tion of operations with SGL GE, reforms to
purchasing supply chain management and other
aspects of manufacturing operations, and
management. Mr. Tobito became a corporate
officer in July 2021 and assumed his current
position in January 2022. He is a fan of Taiichi
Ohno’s belief that not being aware of any issues
in one’s work is itself an issue. Mr. Tobito realizes
that naturally it is important to follow instructions
and resolve issues that may arise. More
importantly, though, he seeks to work together
with all team members to remove any obstacles
that may impede the Company in achieving
future progress or realizing its vision.

Hideki Shibata

Chief Digital Officer (CDO)

Relevant pages (@) P.60-61
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Value Creation Process Happiness and Ha_rmony
with the

Future to Be Realized through Chemistry | prosperity of the
people

global
environment

| Purpose |

Ch iet
i Company that Company that
through the power of chemist | e T el
Ideal State P sustainable talent that represents

the world stage global society Japan’s manufacturing
industry

Contribute to the sustainable development of global society by creating functions
required of the times as an advanced material partner

Material issues for
sustainabilit Financial capital ; : Material issues for sustainability
v Consolidated total assets Value creation model: Provision of customer value by identifying downstream customer needs and producing
171 c r tiv C h i I C n 1) innovation through the adaptation of multiple technologies as made possible by possessing a
¥2,1 42.4 billion O-Crea e e ca (o) pa y broad lineup of material and technology offerings spanning midstream and downstream areas Strengthen competitiveness and
(As of December 31, 2021) create social value through innovation
Strengthen W ti ial value th h
o . . e are creating social value throu
competitiveness Manufacturing capital Semiconductor and i our business b%/ taking the initiativ?a in
i Worldwide production bases ) L i i i i ) E Electronic Matefials Moblty ! .
and Icre::e soc:al p Raw materials } Composite materials Proce:::;g:;l{)r;;ldmg, } g‘r’:‘l:i':tti?:; } { Marketing & s co-creation and enacting a process,
value throug intellectual canital g spanning from the identification of
innovation hieflectua ‘fap' a . o o social issues to the provision of solu-
Intellectual propertes, matera ons to these fasUs, by moans of
te.chnollogies, functiqn Advanced materials partner for one-stop solutions . technology development and new
engineering technologies, - g Chemicals business models.
assessment technologies, and Chem|stry to 8
a wealth of expertise related to synthesize §
. . organic chemicals, inorganic ) ) ) . N ”
Gain social hemical dal . Midstream materials technologies Chemlstry to
dibility th h ' enemica’s, and alumindim ' (2P e R dameiElisiosotes ° o Gain social credibility through
credibility roug Materials businesses that lead FormUIate g bl A 9
responS|bIe Human capital to various businesses Function design technologies to promote gg Innovation Enabling Materials responsible business management
. e . 23 )
business Organizational culture and downstream application business %E’ ' We must cultivate a culture of safety
management diversity for creating diversity £ L and work to eliminate accidents, while
@ e .
Combination of broad-ranging technologies to create innovation Value provision mltlgatmg strategy,. operatlonall,.
Social capital hazard, and other risks. In addition, we
Base of long-term customers ° % Life Science should facilitate a flexible response to
and trusting relations built Assessment of all elemental technologies, identification of “sources of competitiveness” & th? Cthan?;ng emt”r:anT;t n tc))rder to
- i i . . . . . : ain trust from stakeholders by con-
Develop through co-creation with key for adaptation of technologies, and matching of sources to business and R&D strategies 2 9 m starenolders by
a range of stakeholders tinuously delivering distinctive value.
autonomous,
cre.atlve, and Natural capital
active human Effecti ¢ d
resourc ective use of energy an Corporate governance Stakeholder engagement .
€ es resources; technologies that Develop autonomous, creative, and
and culture contribute to the resolution of active human resources and culture
environmental issues Safety Compliance We aim to become a human resource
developing company, whose employ-
ees are the envy of other companies,
by fostering creative and autonomous
co-creative human resources
Values Passionate & Results-Driven Agile & Flexible Open Minds & Open Connectionsll  Solid Vision & Solid Integrity and building the corresponding
corporate culture.
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History Prior to Integration

Through integration, Showa Denko and Showa Denko Materials (the former Hitachi Chemical) will bring
midstream materials and downstream application technologies together within a single corporate group.
As an integrated entity, we will maximize the resultant synergetic effects to continuously create new
functions in response to the needs of the times for advanced materials, thereby contributing to the

sustainable development of society.

Showa Denko

Originating in the field of electrochemistry, Showa Denko has devel-
oped its technological capabilities over the course of years to expand
into the fields of inorganic chemistry, organic chemistry, and metal
materials. Many of its past technological achievements have been
passed down to serve the development of a wide variety of products in
use today, including materials and components used for IT equipment
and mobility devices as well as essential daily items.

® 1908 ® 1939

Established Sobo Marine Established Showa Denko K.K.
Products K.K. (later Nihon lodine through the merger of Showa
K.K.) to manufacture and sell Fertilizers and Nihon Electrical
iodine Industries

® 1931 ® 1945

Started production of ammonium Resumed production of
sulfate using domestic technol- ammonium sulfate fertilizer
ogy (Showa Fertilizers K.K.)
® 1951

® 1934 Achieved domestic production
Industrialized domestically of synthetic resin emulsion
produced aluminum (Nihon (Showa Highpolymer Co., Ltd.)
lodine K.K.)
® 1953

Achieved domestic production
of unsaturated polyester resin
(Showa Highpolymer Co., Ltd.)

® 1965
Achieved domestic production
of vinyl ester resin (Showa

Highpolymer Co., Ltd.)

Successfully promoted the
domestic production of ammonium
sulfate and aluminum, while working
to facilitate the use of electricity as a
material and the development of
domestic technologies

Started trial production of
phenol resin laminates

© 1931
Started trial production of
porcelain insulators

Started research into electrical
insulating varnishes aiming at
domestic production (origin of
the former Hitachi Chemical) © 1933

Started trial production of
carbon brushes

Started research into insulating varnish for
electrical motors aiming at domestic production
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® 1955

® 1969

Oita Petrochemical Complex
started commercial operation

Enabled integrated manufacturing of a diverse

range of petrochemical products, such as polyeth-

ylene, polypropylene, and acetic acid, through
construction of the Oita Petrochemical Complex

® 1986

Started production and sale of
aluminum cylinders (Showa
Aluminum Corporation)

® 1988

Entered the hard disk business

Employed the sputtering (thin-film forming)
method, a challenging technical option, to
manufacture HD media, anticipating future
demand for larger storage capacity

Started production of copper-clad
laminates for multilayer PWBs

Developed technique to enable complicated
wiring on a single copper-clad laminate board,
which facilitated mass production of electronic
circuits, a key contributor to the popularization
of commercial television and radio systems

O 1974

Started production of pharmaceu-
tical, MS-antigen

O 1978

Started sale of photosensitive film
of alkali-based solvents

® 2001
Merged with Showa
Aluminum Corporation

® 2003
Started the plastic chemicals
recycling business

Processed used plastics to recover
gas to use as material for hydrogen,
ammonia, soda, dry ice, and other
products, looking to contribute to a
recycling-based economy

O 1984
Started production of circuit
connecting film for displays

Developed anisotropically conductive circuit
connection films, an innovation that enabled
mass production of high-definition LCD
screens

© 1992
Started sale of reflow-resistance
epoxy molding compounds

® 2009
Started production of cooling
devices for power semiconductors

Developed cooling devices for power
semiconductors applying Showa Denko's
proprietary thermal design technology and
aluminum processing technique

® 2010

Merged with Showa
Highpolymer Co., Ltd.

® 2016

Established a joint venture in
South Korea for semiconductor
processing high-purity gas
production

& 1998

Started mass production of
carbon anode materials for
lithium-ion batteries

Started production of CMP slurry
for shallow trench isolation (STI)

Developed proprietary cerium oxide particles
to achieve high-speed polishing (smoothing)
to increase productivity

® 2001

Started production of molded
plastic rear door modules

Succeeded in manufacturing molded plastic
rear door modules for the first time in Japan
using the resin molding technology nurtured
over many years

© 2008

Started production of

allergy diagnostic reagents for
simultaneous measurement of
33 items

| 2023

Integration as a
corporate entity

Note: The change in Company name is subject to approval
at the extraordinary general shareholders’ meetings
scheduled to be held for both companies in late
September 2022.

® 2017
Acquired SGL GE, a German
graphite electrode supplier

Acquired the graphite electrode
business to promote global
development

2022

Substantive
integration

(Integration of the
management team)

Showa Denko Materials

(The former Hitachi Chemical Co., Ltd.)

Started contract development
and manufacturing for regen-
erative medical products

Showa Denko Materials continues to create new functions and value

centered on semiconductor materials and other IT and mobility prod-

ucts. These efforts are driven by its proficiency in developing products
using the material design technologies to capitalize on the material

characteristics it has fostered since its founding.

Built global supply systems to promote
businesses for contract development and
manufacturing for regenerative medical
products, thereby contributing to increased
availability of regenerative medicine

Change Society through the Power of Chemistry
The Quest to Shape a Desired Future

The Story of
Showa Denko

A driving force behind Showa Denko in its early years
was the desire of founder Nobuteru Mori (1884—1941) to save
people from hunger and to enrich their lives. This passion propelled

The Story of
Showa Denko Materials

The core of Showa Denko Materials at the time of its
founding was the resin technologies it used to achieve domestic
production of electrical insulating varnishes in 1914. These material
us to achieve, for the first time, domestic production of ammonium technologies, which involving kneading, mixing, and applying resins,
sulfate, which was used to manufacture the fertilizer necessary for have given rise to a range of functions, which have been commer-
growing food, in 1931, before commencing refinement of aluminum cialized as coatings, adhesives, and molding materials. The scope of

by taking advantage of plentiful hydroelectric power generation Showa Denko Materials’ business has continued to grow as its lineup
resources in 1934. These successes helped Showa Denko to evolved to include processed products made using these materials.
contribute to the increased competitiveness of Japan on the global Similar to Showa Denko, the business of Showa Denko Materials has
stage while enabling it to grow its business. It could thus be said that long been founded on the principles of Goal 9 of the SDGs, as seen in
Showa Denko was motivated by the spirit of Goals 2 and 9 of the its history of developing technologies for domestic production of
United Nations Sustainable Development Goals (SDGs) some 80 chemicals. Furthermore, Showa Denko Materials has also
years before they were announced. In fact, hydroelectric embodied the spirit of what we refer to as “SDG Goal 18"
power is garnering renewed attention today as through its dedication to identifying and resolving social
a form of renewable energy. issues from a forward-looking perspective.

More details on the stories of
both companies are available on
our corporate website.

SDG Goal 2: Zero hunger

SDG Goal 9: Industry, innovation and infrastructure

* We refer to addressing issues not covered in the SDGs that will be discovered in the future,
specifically by changing society through the power of chemistry, as “SDG Goal 18 £.1.”
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» »» A New Start: Moving as One

Overview of the Showa Denko Group’s Business (2021 Resuits)

Capital Stock

¥1 82- 1 billion ¥2, 1 42-4 billion

Up 29.6% year on year

Consolidated Net Sales

¥1 ,41 9-6 billion

Up 45.8% year on year

Consolidated Number of Employees

26,054

Down 22.7% year on year

Global Network (As of December 31, 2021)

East Asia 37
Europe 26 W

Sagee ®.

Other Asian regions 21

Africa 2
[ )

@ Semiconductor and Electronic Materials
® Mobility
O 1 @ Innovation Enabling Materials
® Chemicals
Others
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Total Assets

Down 2.8% year on year

Net Sales Ratio

In Japan

93

Outside Japan

47,

Net sales of
retained
businesses
¥1,259.3
billion
Consolidated Workforce Composition
Consolidated
. net sales
In Japan Outside Japan
¥1,419.6
s D% Y “7
North America 1 1
Japan 25
000
00000
Latin America 2
( ] —

Net sales of sold
businesses
¥160.3

billion
(Aluminum cans, aluminum rolled
products, food wrap film, printed
wiring boards, energy storage
devices/systems)
Net Sales by Segment —

Innovation

)
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P
[7]
e
1]
s
9
[=
o
S
=
(4]
0
1]
T
[=
(1}
S
[}
8
o
=
T
[=
[}
k)
£
(]
(/2]

Enabling
Materials

Chemicals

) A change to reportable segments was instituted in 2022. For details, please refer to Segment Overview. @ P.40

Semiconductor and
Electronic Materials

Semiconductor materials (front-end and back-end),
Device solutions (HD), Device solutions (SiC)

Net sales Operating income

¥391 I8 billion ¥46I 9 billion

The Semiconductor and Electronic Materials segment
supplies hard disk media as well as SiC epitaxial wafers, a
next-generation power semiconductor material that is
used in front-end and back-end semiconductor production

processes.
Semiconductor materials
Major products

¢ Front-end semiconductor materials: Electronic chemicals,
materials for mechanical semiconductor planarization
(CMP slurry)

¢ Back-end semiconductor materials: Epoxy molding
compounds, die bonding materials, copper-clad laminates,
photosensitive dry film, photosensitive solder resist

¢ Device solutions: hard disk media, SiC epitaxial wafers,
compound semiconductors (LEDs)

Hard disk media

Mobility

Automotive products, Lithium-ion batteries

Net sales Operating loss

¥1 73 ] 8 billion (¥2 ] O billion)

The Mobility segment contributes to the production of
lighter-weight vehicles with molded plastic rear modules
and plastic gears, while supplying lithium-ion battery
materials and heat control materials for use in the

electrification of vehicles. Large-scale single-unit module

Major products

¢ Automotive products: Molded resins, friction materials,
powdered metal products

e Lithium-ion battery materials: SPALF aluminum laminated

film, carbon nanofiber additives, carbon anode materials Advanced battery materials

Innovation Enabling Materials

Ceramics, Functional chemicals (resins, etc.),
Aluminum specialty components, Coating materials

Net sales Operating income

¥1 41 -3 billion ¥1 3-8 billion

The Innovation Enabling Materials segment supplies a wide
range of technologies and materials that support the

innovation and competitiveness of the Showa Denko Group’s
businesses. Offerings include ceramics, functional chemicals,

aluminum specialty components, and coating materials.
Functional chemicals
Major products

¢ Functional chemicals, functional resins, coating materials,
ceramics, aluminum specialty components

Ceramics

Chemicals

Petrochemicals, Basic chemicals and Industrial gases,
Graphite electrodes

Net sales Operating income

¥43 1 u O billion ¥37 u 9 billion

The Chemicals segment boasts a lineup of competitive,
high-share products including olefin, organic chemicals,
basic chemicals, industrials gases, and graphite electrodes.

Major products
e Petrochemicals: Olefins, organic chemicals
 Basic chemicals and
Industrial gases
e Graphite electrodes

Petrochemical plant

Graphite electrodes Industrial gas plant

Others

Net sales Operating loss

billion ( biIIion)

The Others segment conducts the manufacture and sale
of in vitro diagnostic products and the contract develop-
ment and manufacture of regenerative medicines as life
science products. Figures for the Others segment include

intersegment transactions.
Regenerative medicine

production

Notes:

1. Segment data figures have not been audited by a certified public accountant and are provided as reference figures that exclude the aluminum can and sheet, plastic food wrap, printed wiring

board, and electricity storage device operations transferred in 2021.

2. Segment performance figures on subsequent pages only reflect retained businesses.
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» »» A New Start: Moving as One

Financial and Nonfinancial Highlights

Figures include data for Showa Denko Materials after July 1, 2020.

Net Sales

(Millions of yen)
1,500,000 1,419,635

1,200,000

992,136 973,700
906,454
900,000
780,387

600,000

300,000

2017 2018 2019 2020 2021

Capital Expenditures / Depreciation and Amortization
(Millions of yen)
100,000

81,885
78,647

80,000
69,052

60,000
41,787 a.727

40,000

20,000

2017 2018 2019 2020 2021*

[7 Capital expenditures Il Depreciation and amortization
* Figures exclude amortization of intangible assets resulting from the purchase price
allocation of Showa Denko Materials.

R&D Expenditures / Ratio of R&D Expenditures to Sales

(Millions of yen) (%)

50,000 46,750 5.00

40,000 4.00
30,000 3.00
20,000 2.00
10,000 1.00

0 0

2017 2018 2019 2020 2021

71 R&D expenditures == Ratio of R&D expenditures to sales
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Operating Income (loss) / Ratio of Operating Income (loss) to Sales

(Millions of yen) (%)
200,000 18.1 20.0
180,003
150,000 15.0
120,798
100,000 10 87,198 100
77,708
50,000
0
(19,449)
2.0
(50,000) (5.0)
2017 2018 2019 2020 2021

[7 Operating income (loss) (left axis) == Ratio of operating income (loss) to sales (right axis)

Interest-Bearing Debt / Post-Adjustment Net Debt/Equity Ratio

(Billions of yen) (Times)

1,200 1.84 2.00
1,060.1

900 1.50

600 1.00

300 0.50

0 0

2017 2018 2019 2020 2021

M Interest-bearing debt = Post-adjustment net debt/equity ratio
Note: For more details, please refer to note 2 on page 92.

Net Income (loss) per Share

(Yen)

800 758.15

600 501.03

400
262.44

200

o

200 (77.40)

(400)

(600) (523.06)
2017 2018 2019 2020 2021

Figures for Showa Denko Materials are displayed prior to its incorporation into the Showa Denko Group on July 1, 2020, for reference purposes.

Number of Employees

(Persons)

50,000
40,000
30,000
20,000 22,623 22,989 23,095 23,051
16,426
10,000
1
0
2017 2018 2019 2020 2021
[¥1 Showa Denko (consolidated)
[ Showa Denko Materials (consolidated)
Ratio of Female Managers
(%)
10.0
8.6 8.6
8.2 8.6
7.6

8.0 /

6.0
4.5
40 42 44

4.0 3/\
2.0
0

2017 2018 2019 2020 2021

== Showa Denko (consolidated) == Showa Denko Materials (non-consolidated)

Greenhouse Gas Emissions (Scope 1 + Scope 2)

(kt-CO2)
5,000
219 212 201

4,000 177 199
3,000
2,000
1,000
0

2017 2018 2019 2020 2021

M Showa Denko (consolidated in Japan) [ Subsidiaries of Showa Denko (outside Japan)
[71 Showa Denko Materials (non-consolidated)

Ratio of Employees Working Outside Japan

(%)

100
80
58.9 59.0
0 58.2 58.7 55.2
e —
40
44.0 44.2 45.0 45.0 443
20
0
2017 2018 2019 2020 2021

= Showa Denko (consolidated) == Showa Denko Materials (consolidated)

Lost-Time Incident Rate (LTIR)

1.00
0.80
0.59

0.60
0.40

0.22
0.20 0.16

0.07 0.08
0.09
0 0.00 /
2017 2018 2019 2020 2021

== Showa Denko (consolidated in Japan) == Showa Denko Materials (non-consolidated)

Amount of Water Used

(Millions of m?)

8,000

6,000
4,000
2,000
530

o

2017 2018 2019 2020 2021

M Showa Denko (consolidated in Japan) [ Subsidiaries of Showa Denko (outside Japan)
[ Showa Denko Materials (non-consolidated)

Note: Figures on page 25 for which the scope is “Showa Denko (consolidated),” “Showa Denko (consolidated in Japan),” or “Subsidiaries of Showa Denko (outside Japan)” exclude figures for

Showa Denko Materials and its consolidated subsidiaries.
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Overall Strategy > Business Strategies > Function Strategies

Growth —>

Goals of long-term vision for Newly
Integrated Company

. g . (2021-2030)
Establish a leading position and

secure strong growth potential on a
continuous basis as a materials manu-
facturer driving the high growth of
cutting-edge semiconductors

Realize our ideal state:

Global top-level functional
chemical manufacturer from Japan

Financial targets for 2030

Net sales: ¥1.8-¥1.9 trillion
TSR: Aim to rank among

Showa Denko and Showa Denko Materials Financial targets for 2025

integrate substantially, beginning operations

under a new management system, and
new management philosophy

Long-term vision is updated

2020

Net sales: ¥1.6 trillion
EBITDA margin: 20%
ROIC: 10% over the medium

Long-term vision for the
Newly Integrated Company
(2021-2030) begins to long term

Aim for net D/E ratio of 1.0

the chemicals industry’s top 25%
Takeover bid for

Hitachi Chemical
(currently Showa Denko Materials)
is completed

Overview of Our Long-Term Vision

With the unification of the management systems of Showa Denko and Showa Denko Materials in January 2022,
both companies have effectively realized their integration through a system in which management is executed by
12 corporate officers common to both companies, under the president and CEO.
In conjunction with the launch of a new management system and the establishment of a new corporate philosophy,

over the medium to long term

Earning capacity ——>

Main Strategies

Our long-term vision positions sustainability as an essential component of our Companywide strategies. Accordingly, we will establish a platform
to become a global top-level functional chemical manufacturer and promote strategies incorporating our material issues for sustainability aimed at
establishing a world-class revenue base, improving portfolio management, and spurring innovation.

we also updated the long-term vision that we had announced in December 2020 and are moving forward with initiatives

to achieve our ideal state in 2030.

Purpose (Our Aspiration)

Ideal State

Material issues for sustainability © P.36

Change society
through the power
of chemistry

Contribute to the sustainable development
of global society by creating functions
required of the times as an advanced
material partner

26 SHOWA DENKO Report 2022

As we aim to realize the goal in our long-term vision of becoming a global top-level
functional chemical manufacturer, we will strive to be a company that can compete
on the world stage in both qualitative and quantitative terms, a company that con-
tributes to the sustainable development of a global society through innovation and
the capability to develop new businesses, and a company that attracts the atten-
tion of other corporations by developing co-creative talent that represents Japan’s
manufacturing industry.

Global Top-Level Functional Chemical Manufacturer from Japan

Company that develops
co-creative talent that
represents Japan’s
manufacturing industry

Company that contributes
to a sustainable
global society

Company that can compete

on the world stage

World-class competitive- Capability to create Ability to train competitive
ness and profitability innovations and to develop talent with shared values
new businesses

Strengthen competitiveness and create social Gain social credibility through responsible

value through innovation

Develop autonomous, creative, and active

business management human resources and culture

Establishment of a world-class

revenue base

Scale and profitability as entry tickets to
be a company that can compete on the
world stage @) P.28

v—"

Improvement in portfolio
management

Innovation

(technology x business model)

Continuous revision and replacement
of our portfolio, with an awareness of
discipline @) P.29

Strategy to establish a competitive
advantage (3 P.54

Strategic allocation of management Advance digital technology that
resources (3) P.29 supports competitiveness (3) P.60

Promotion of the new corporate philosophy New personnel system focusing on human

(purpose and values) @ P.74

New management team that leads

resource development (3) P.72 reformation 3 P.14
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Overall Strategy > Business Strategies > Function Strategies

Overview of the Long-Term Vision

Financial and Capital Strategies

Scale and Profitability as “Entry Tickets” to Be a Company That Can Compete on the World Stage

Long-Term Numerical Targets

Showa Denko believes that strength in both quantitative and qualita-
tive terms is essential to competing on the world stage. Quality means
being able to contribute to society, and contributing in a sustainable
manner is especially important. On the other hand, being strong in
quantitative terms—that is, being a profitable company of a certain
scale—is vital from the perspective of maximizing corporate value

as well as from the perspective of contributing to society by
implementing timely investments to secure earnings.

With regard to our long-term numerical targets, we aim to maxi-
mize corporate value by scrupulously achieving our numerical targets
through the pursuit of scale and profitability to the tune of net sales of
¥1.6 trillion or more and an EBITDA margin of 20% or more as “entry
tickets” to be a company that can compete on the world stage.

To more accurately highlight our strategic intent and our efforts to
improve the management of our portfolio, we changed disclosure
segments in December 2022. With the segment reclassifications, we
will aim to more clearly show the effects of the strategic allocation of
management resources and continuous revision and replacement of
our business portfolio, of which the most obvious example is our
focused investment on semiconductor materials.

Please see page 40 for details on segment reclassifications.

Initiatives to Improve ROIC

Turning to our key performance indicators (KPls), in a change from the
KPI set forth in the long-term vision we announced in December
2020, we have introduced return on invested capital (ROIC) as a key
numerical target from the perspective of emphasizing discipline.

We will promote awareness of ROIC-focused management among
the heads of each business headquarters by measuring ROIC by
each headquarters and the sub-business units that constitute the
business headquarters and by ranking each sub-business unit by its
ROIC components. In addition, we will instill ROIC-focused manage-
ment and strive to improve portfolio management with the aim of
achieving ROIC of 10% or more, by implementing both regular moni-
toring on a quarterly basis and a variety of measures, such as linking
ROIC to management evaluations and bonuses.

SHOWA DENKO Report 2022

2021 (results) 2025 (target) 2030 (target)

Net sales™ (trillion yen) ¥1.4 ¥1.6 ¥1.8-1.9
EBITDA margin (%) 14.3 20

ROIC (%) 4.3 10% over the medium term
Net D/E ratio (times) 1.15 Aim to achieve 1.0

* Figures do not reflect the impact of future M&As.

Change to New Segments for Disclosure in Line with the New
Business Portfolio Strategy

EBITDA margin
New segments Subsegments (2025 target)

Semiconductor Semiconductor materials (front-end
and back-end processes)

and Electronic 30% or more

Materials Device solutions (HD) Device solutions (SiC)
Mobility Automotive products pRsonbatel 20% or more
. Functional chemicals
Innovation Ceramics (resins, etc.)

15% or more

Enabling Materials ~ Aluminum specialty q )
components Coating materials
. Basic chemicals and
Petrochemicals "
Chemicals InlisiniA lgases 15% or more
Graphite electrodes
Others Life science Achieve critical mass

Attribute of the business portfolio
Core Growth Fundamental Technologies/Materials
Stable Earnings  Next-Generation

Asset Efficiency and Profitability of Global Chemical Companies

ROIC

(%)
25.0 ’ )

Japanese chemical companies

Foreign chemical companies

20.0 +
16.0 +

10.0 +

Showa Denko

50} o

0 t t t t t t t {
5.0 10.0 15.0 20.0 25.0 30.0 35.0 40.0

EBITDA margin (%)

Source: Prepared by Showa Denko based on financial results and other disclosed materials

Improvement in Portfolio Management

Portfolio companies incessantly strive to improve their portfolios.
Showa Denko strives to further improve its portfolio management by
continuously revising and replacing its business portfolio. The
Company has adopted three criteria as its portfolio management
policy, as follows. (1) Fitness for strategy: Whether a business
matches the strategies of the Company’s overall strategies and the
strategies reflecting the roles of each business unit in accordance with
the attributes of the portfolio, with sustainability as a prerequisite.

(2) Best owner: Who the best management authority is to maximize
the value of a business. (3) Profitability and capital efficiency: Whether
a business or investment will satisfy expectations in terms of profitability
and capital efficiency. Using these criteria as management guidelines,
we focus on ROIC and seek to maximize corporate value.

Strategic Allocation of Management Resources

Showa Denko is concentrating its management resources in
semiconductor materials and mobility, its Core Growth businesses,
while utilizing the funds it obtained through a public offering in 2021.
We will aim to drive Companywide profit growth and to achieve profit-
ability and capital efficiency that are high enough to compete on the
world stage, through the focused allocation of management
resources in Core Growth businesses.

Furthermore, we will increase the proportion of net sales
accounted for by Core Growth businesses by growing such busi-
nesses. This strategy will see Companywide profit growth driven by
Core Growth businesses, rather than the uniform growth of all busi-
nesses. As a result, we will raise the Companywide EBITDA margin—
at a level equivalent to that of global chemical companies’ scale of
business and profitability —which is the weighted average of the
EBITDA margins of each business.

Progress in Portfolio Reform

In its long-term vision, Showa Denko launched targets for selling
¥200 billion worth of businesses in terms of business value.
Subsequently, the Company promptly made decisions on business
sales, such as announcing the sale of its aluminum can, aluminum
rolled product, food wrap film, printed wiring board, and energy stor-
age device businesses. To date, we have achieved approximately
80% of our target. We are working to optimize the allocation of man-
agement resources and restructure our business portfolio to realize
continuous growth and spur innovation through the integration of the
technologies of Showa Denko and Showa Denko Materials. In pro-
ceeding with such efforts, we have carefully examined each of the
businesses for sale and transferred them to the best owners, who can
fully utilize the technological capabilities and strengths of such busi-
nesses, including solid relationships with customers, to facilitate their
further development.

Portfolio Management Policy

(1)
Fitness for
strategy

Optimization of the
portfolio through
continuous revision
3 and replacement
Profitability (2)

and capital Best owner
efficiency

Image of Growth by Strategic Allocation of Management
Resources to Core Growth Businesses

ROIC
(%)
15.0 Image of medium- to
long-term EBITDA
100 Timely investment
December in Core Growth
2021 EBITDA businesses of
cash generated by
Stable Earnings Core Growth businesses
5.0 businesses
Companywide profit growth driven by
Core Growth businesses Core Growth businesses, rather than the
uniform growth of all businesses
0
13.0 14.0 15.0 16.0 17.0 18.0 19.0 20.0 21.0 22.0

EBITDA margin (%)

As for businesses that we will continue to operate, those
connected to the semiconductor industry—a Core Growth business —
will require large-scale investment given the likelihood of high market
growth. With this in mind, we will raise investment funds on a
Companywide basis by earning stable profits through Stable Earnings
businesses such as petrochemicals and carbon.

As there is no end point to portfolio management, we will continu-
ously examine business portfolio replacement to continue improving
growth and profitability on an ongoing basis.
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Overview of the Long-Term Vision | Financial and Capital Strategies

Specific Roadmap for Achieving Our Targets

Measures to Improve Profit
With regard to cost reductions and improvements in the profit structure,
we promoted initiatives to reduce costs and enhance the profit struc-
ture to create synergistic effects through the integration of Showa
Denko and Showa Denko Materials in a variety of areas. These included
sales, procurement, production, and business site integration, with
the expectation of achieving profit improvement of ¥28 billion by the
end of 2023. As a result of these efforts, we achieved an improvement
of ¥20.8 billion in 2021, ahead of the planned schedule.

With improvement measures progressing steadily, we have
increased our target for profit improvement by ¥2 billion to ¥30 billion
by the end of 2022, a year ahead of schedule.

Policy Effect (Billions of yen)
Under the Under the update of the
long-term vision long-term vision
2021 2021 2025

(forecast) (actual results) ~ (forecast)

Improvement of profit from sales

 Revision of sales policies for customers and agents, etc. ¥3.0 ¥3.2 ¥3.0

Reduction of purchasing and logistics costs
* Use of common materials and consolidation of

logistics-related suppliers 3.0 2.6 3.0
 Sharing of transportation vehicles, warehouses, and

personnel, etc.

Reduction of rents

* Reduction through head office integration 1.0 1.0 1.0
Optimization of operations / improvement of productivity
o Structural reforms through organizational integration

and operational efficiency improvements, etc. 14.0 7.3 15.0
* Improvement of productivity on manufacturing lines
Reduction of other costs
* Reduction of common costs, SG&A expenses, etc. 7.0 6.7 8.0
Companywide total ¥28.0 ¥20.8 ¥30.0

Efforts to Streamline Our Assets
In our long-term vision, we adopted a plan to generate ¥50 billion in
funds by 2021. Under this plan, we worked to boost working capital
and sell cross-shareholdings and other assets. Thanks to these
efforts, we raised ¥64.7 billion in 2021, far exceeding the original plan.
In addition, we determined a policy under which we will in principle
sell all of our cross-shareholdings. Moreover, we will generate a fur-
ther ¥65 billion by 2025 and reduce our assets by over approximately
¥130 billion on a cumulative basis by 2025, by advancing measures
such as the sale of idle assets.

Initiatives Effect (Billions of yen)
Under the Under the update of the
long-term vision long-term vision
2021 2021 2025
(forecast) (results) (forecast)
Improvement in working capital*! ¥25.0 ¥25.3 ¥30.0
Sale of strategically held shares*? 20.0 29.4 45.0
Sale of other assets? 5.0 10.0 55.0
Companywide total ¥50.0 ¥64.7 ¥130.0

*1 Calculated from working capital turnover days at the end of 2020, number of days of
improvement in 2021 (actual) and 2025 (estimate), and sales figures of retained
businesses.

*2 Accumulated amount of the sale of shares since 2020, excluding sale of shares of affiliate
companies and divested businesses.
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Reduction of Interest-Bearing Debt
At the end of December 2021, our interest-bearing debt came to
¥850.6 billion, down ¥209.5 billion compared with the end of
December 2020. This reduction reflected such factors as the sale of
assets in conjunction with reform of our business portfolio and efforts
to streamline assets. The net D/E ratio increased to 1.15, partly as a
result of the public offering. In December 2021, meanwhile, we issued
bonds (¥100 billion), the proceeds of which we used to partially repay
a leveraged buyout (LBO) loan. In addition, we carried out the prepay-
ment of the LBO loan at the end of March 2022 by converting it to a
bridging loan to reduce finance costs. We also issued a further ¥113
billion of bonds in April 2022, which we used to partially repay the
bridging loan.

We will continue to aim to stabilize finances and cut finance costs
by reducing interest-bearing debt.

Changes in the Interest-Bearing Debt Balance

(Billions of yen) (Times)
1,200 2.40
1,060.1
1,000 2.00
1.84

1.60

1.20

Partial
Bonds repayment 0.80
“through T
Bridging issue of
200 SUE ¥ corporate ..
bonds in
April 0

400

LBO loan

End-December 2020 End-December 2021 End-March 2022

== Adjusted net D/E ratio (right axis)

Capital Allocation

In view of the post-integration situation, we must allocate cash
obtained through future business growth and business sales to imple-
ment growth investments aimed at expanding profits, while prioritizing
to a certain degree the repayment of loans. While we aim to generate
¥1 trillion in cash flow from operating activities over the next five years
on a consolidated basis, we plan to direct approximately a half to
two-thirds of the cash flow generated to capital expenditures cen-
tered on Core Growth businesses, applying the remainder to main-
taining stable dividends and reducing interest-bearing debt. If further
strategic investments become necessary, we will raise funds through
asset sales, portfolio replacement, and other means.

Shareholder Returns Policy

As for shareholder returns, Showa Denko aims to achieve total share-
holder return—a comprehensive indicator for improving corporate
value—at a level in the top 25% of the global chemical industry.

As previously mentioned, to improve our corporate value we will
actively carry out capital expenditures centered on Core Growth
businesses and reduce interest-bearing debt to bolster our financial
standing. In addition, for the time being we will maintain a dividend
policy of paying stable dividends.

Operating Results (Fiscal 2021)

The Group recorded consolidated net sales of ¥1,419,635 million in
2021, a substantial increase of 45.8% compared with the previous year.
Sales in the Others segment decreased significantly due to the
deconsolidation of SHOKO CO., LTD., resulting from the transfer of
shares in the company. Sales were also down in the Aluminum segment
as a result of the sale of the aluminum rolled products and aluminum
can businesses. However, sales increased in the Petrochemicals
segment thanks to market recovery. Sales were also up in the Chemicals,
Electronics, and Inorganics segments due to a rise in sales volumes
compared with fiscal 2020, when the impact of the COVID-19 pan-
demic led to a significant decline in sales. The increase in consoli-
dated net sales also reflected the inclusion of the Showa Denko
Materials segment in the consolidated results for the entire year.

The Group posted operating income of ¥87,198 million, a turn-
around of ¥106,647 million from the operating loss in the previous year.
Each segment was impacted by a decline in the production of auto-
mobiles and other vehicles consequent upon a shortage in the supply
of semiconductors and by soaring raw materials prices. Despite such
adverse conditions, operating income increased in the Petrochemicals
segment due mainly to a significant improvement in the naphtha price
factor, and in the Inorganics segment owing to a sizeable increase in
sales volumes in conjunction with a recovery in demand for steel.

Cash Allocation Priorities

Shareholder
returns
(dividends)

Repayment
of loans

Growth
investments

In view of the post-integration situation, we must prioritize to a certain degree
the repayment of loans and growth investments aimed at expanding profits.

Operating income was also boosted by the inclusion of the Showa
Denko Materials segment in the consolidated results for the entire
year, although the deconsolidation of SHOKO CO., LTD., led to a
decline in operating income in the Inorganics segment. The effects of
various measures in the Chemicals, Electronics, and Aluminum seg-
ments also prompted an increase in operating income.

Although the Company recorded a net loss attributable to owners
of the parent of ¥12,094 million, this represented an improvement of
¥64,210 million from the previous fiscal year. The loss was attributable
to the recording of business restructuring expenses of ¥30.1 billion in
connection with the transfer of the energy storage devices and
systems businesses and the posting of environmental expenses of
¥9.0 billion for production sites in the Aluminum Specialty
Components business.

Total assets at the end of the year amounted to ¥2,142,390 million,
a decrease of ¥61,216 million from the level at December 31, 2020.
Although cash and deposits increased largely as a result of a rise in
funds received from a public offering, total assets declined due to a
drop in tangible fixed assets and intangible fixed assets including
goodwill. Despite an increase in accounts payable-trade, total liabilities
came to ¥1,323,937 million, down ¥161,588 million from the level at
December 31, 2020, as a result of a decline in interest-bearing debt.

Topics: Communication with Shareholders and Investors

Showa Denko provides disclosure on the Group’s vision, strategies, and corporate information in an
easy-to-understand, timely, and appropriate manner, engaging in investor relations (IR) activities to
deepen trust and understanding of the Group through proactive dialogue with shareholders and investors.
Although the impact of COVID-19 has resulted in a shift to communication with shareholders and
investors centered on online briefings and telephone conferences, the Company’s management team
held a small meeting with analysts after taking sufficient infection countermeasures. The meeting saw
a lively discussion on the update of the long-term vision under the new management system. In addi-
tion, we held a Packaging Solution Center facility tour and business briefing in March 2022, holding

the tour and briefing in a hybrid format with in-person and online participants. In addition, we held an
online company briefing for individual investors in December 2021, with the participation of 556

individual investors from across Japan.

Packaging Solution Center facility tour and
business briefing
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Discussion between the CFO, the CSO, and an Analyst

Working to Be a Company Continuing to
Create Value in a Sustainable Manner

Showa Denko invited Mikiya Yamada of Mizuho Securities Co., Ltd., to join Hideki Somemiya,

Showa Denko’s chief financial officer (CFO), and Tomomitsu Maoka, the chief strategy officer

(CSO0), for a discussion on the Company’s financial and capital strategies, to ensure that it

continuously creates value in a sustainable manner.

(The discussion was held in a Showa Denko conference room on April 13, 2022.)

Hideki Somemiya

Managing Corporate Officer and CFO
Showa Denko K.K.

Profile
Hideki Somemiya held positions at Nomura Research
Institute, Ltd., Merrill Lynch Japan Securities Co., Ltd.,
and JPMorgan Securities Japan Co., Ltd., where he
was managing director of the Technology, Media &
Telecommunication Group of the Investment Banking
Division prior to joining Sony Corporation. At Sony, Mr.
Somemiya was in charge of Groupwide M&A activi-
ties, served as CFO of semiconductor operations, and
took part in the launch of an Al sensing solution
business. He joined Showa Denko in October 2021
and took up his current position in January 2022.
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Mikiya Yamada

Senior Analyst, Equity Research
Department, Mizuho Securities Co., Ltd.

Profile
Mr. Yamada began his career at Dow Chemical Japan
Ltd., where he served in a number of positions,
including general manager of research and develop-
ment and of financial planning as well as financial
planning manager for Dow’s Pacific region. After
working for Goldman Sachs Co., Ltd., JPMorgan
Chase & Co., Lehman Brothers Japan Inc., and
Barclays Securities Japan Limited, he joined Mizuho
Securities in 2016. Mr. Yamada covers the chemical
and textile sectors extensively in his current position.

Tomomitsu Maoka

Managing Corporate Officer and CSO
Showa Denko K.K.

Profile
After starting his career at A.T. Kearney, Inc.,
Tomomitsu Maoka moved to Infineon Technologies
Japan K.K., and then to Lenovo Japan K.K., where he
was involved in business strategies and business
model transformation, before joining Renesas
Electronics Corporation. At the company,
he covered various roles including corporate planning,
the entire operations in China, etc., as senior vice
president. He joined Showa Denko in October 2021
and took up his current position in January 2022.

Aiming to Become a Global Top-Level Functional Chemical
Manufacturer from Japan

Yamada Let me begin by saying that the strategy outlined in the
update of Showa Denko’s long-term vision—of clearly committing
management resources to business areas where the Company can
prevail—was very straightforward. With the adoption of semiconduc-
tor materials and mobility as the two pillars of its investments, the
Company has set out a well-defined scenario for the semiconductor
materials area in which it will invest in semiconductor gases, a
strength of Showa Denko; back-end process materials, a strength of
Showa Denko Materials (formerly Hitachi Chemical); and ceria-based
slurry, where vertically integrated synergies can be utilized.

In contrast, | believe that challenges remain in mobility. | wonder if
Showa Denko’s mobility business is of a sufficient scale for it to operate
successfully in the mobility area. | have my doubts regarding both the
significance of positioning mobility as one of the two priority investment
areas and the likelihood of the Company prevailing in competition.
Prevailing in growth areas naturally requires the commitment of abun-
dant management resources. Unfortunately, however, | do not believe
that Showa Denko’s financial standing allows for the investment of
adequate management resources in both areas at the present time.
While | applaud the Company’s determination and its approach to
semiconductor materials, | think that many investors are looking for a
more persuasive narrative on how it will implement its strategies.

l Somemiya Thank you for your comments. As you correctly point
out, we recognize that improving our financial standing is our highest
priority. We must achieve a more appropriate capital structure and
develop the strength to facilitate our next major growth investment.
Under the new leadership of president and CEO Takahashi, Showa
Denko has laid out a management approach with an emphasis on
return on invested capital (ROIC), with a view to not only instilling
portfolio management (3 p.28) within the Company but also making
disciplined investment an aspect of our appeal to external communi-
ties. This stance reflects our intention to respond to the points raised
by capital markets.

When | joined the Showa Denko Group in October 2021, head
office and individual divisions communicated in a manner resembling
a hub-and-spoke system. However, as we set about implementing
portfolio management, those who lead stable earnings businesses
within the Company are entitled to know how the businesses receiving
the cash they have generated will invest that cash and what returns are
being targeted. Therefore, to improve on the previous structure, we
updated it to allow all the general managers of divisions to also take part
in discussions on the plans of other divisions, beginning in December
2021. With the updated structure enabling each division to under-
stand its own role in overall optimization, we have introduced ROIC
and key performance indicators (KPls) as a shared language and aim
to make the structure function effectively. This structural change was
not achieved overnight. Rather, it was realized by president and CEO
Takahashi (the then CSO), who established the foundations over a
period of three years, including the unification of reporting formats.

Acquiring the former Hitachi Chemical entailed a financial risk in
terms of generating cash flow. The acquisition was the biggest deci-
sion in our history. Given Showa Denko’s current position, | regard
achieving a more appropriate capital structure as an urgent priority to
take the Company to a point where it can carry out strategic invest-
ments under normal conditions. We are aiming to generate ¥1 trillion

in operating cash flow over the next five years and plan to invest
between half and two-thirds of this amount with a focus on semicon-
ductor materials. In the update of our long-term vision, we have
indicated our intentions for capital structure and capital allocation as
part of our financial strategies. We will also continue to refine our
targets, such as the appropriateness of a debt-to-equity (D/E) ratio of
1.0—a long-term numerical target—and implement financial manage-
ment to establish a balance sheet with capacity for further investment.

Although remuneration linked to our stock price currently applies
only to directors and corporate officers, we envisage introducing this
system for all employees at some point. In promoting portfolio man-
agement, we believe that our corporate value will improve if employees
strive to achieve overall optimization with an awareness of the roles of
each portfolio category, which in turn allows us to show them that they
will be rewarded accordingly. We therefore aim to implement this system
for employees after providing a sufficient explanation of its introduction.
l Maoka Showa Denko and the former Hitachi Chemical have a
good relationship, with each strength complementing the other’s
weaknesses. Although Showa Denko, which is positioned in the
midstream section of the value chain, has capabilities in materials
development, difficulties in understanding how its products are used
in the downstream section made it challenging to develop products
with high added value. On the other hand, the former Hitachi
Chemical, which is positioned in the downstream section of the value
chain, has outstanding insight into how its customers wish to use its
materials in their products and a wealth of know-how on meeting their
requirements. However, over-optimizing its adaptability has resulted in
the gradual erosion of its capabilities in midstream materials composi-
tion and development as well as in investment. We view the integra-
tion of the two companies as an excellent combination, because it
facilitates value creation using the entire value chain, applying Showa
Denko’s material development capabilities to address the require-
ments of Showa Denko Materials’ customers.

Going forward, the way in which we solve social issues will be an
important theme. The main area in which we have been able to demon-
strate our ability to create synergies is in semiconductor materials. We
must set forth a more specific value creation scenario in the mobility
area, exactly as Mr. Yamada points out. Today, our business activities
involve the connected, autonomous, shared, and electric (CASE) field
for automobiles. Within this field, we focus on electrification trends, as
we believe it is crucial for us to enhance added value while creating new
products and services that leverage the synergies of both companies.

Vertical integration that strengthens the value chain from midstream
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Discussion

to downstream in such a manner is highly unusual. For this reason,
| believe that we can create unique models and value and | aim to
take on a variety of challenges.

Yamada You mean that the newly integration of Showa Denko and
Showa Denko Materials will enable the integrated Company to proceed
to a new dimension. To make that happen, | believe that it will be vital
for everyone involved to work together, as Mr. Somemiya has explained.
The Company will not be able to record great achievements unless all
concerned are aware of their own roles and understand each other’s
specific characteristics and ideas. In that sense, communicating
collectively, rather than on a one-to-one basis, surely holds the key to
creating synergies and accomplishing strategies.

ll Somemiya You are absolutely right. If one excludes the large
petrochemicals, hard disk, and graphite electrode businesses, Showa
Denko is a collection of 20 or more medium-sized businesses with net
sales on a scale ranging from ¥20 billion to ¥60 billion, as opposed to
a corporate entity with net sales of ¥1.4 trillion. Accordingly, we view
achieving overall optimization through portfolio management and
ensuring that everyone understands the trajectory of our overarching
strategy as critical aspects of our business management.

To this end, we will strengthen cross-divisional functions that tran-
scend the boundaries of each organization. To give an example, the
organization of the CFO, which | preside over, reports to Chief Human
Resource Officer (CHRO) Nori Imai on frontline conditions and other
matters as a member of the organization under the CHRO. In addi-
tion, those engaged in accounting in all divisions—who have thus far
been closely affiliated with their own divisions —will report to me on
such issues as division expenditures, as members of the organization
under the CFO. In this way, we have put in place a system in which
the CFO and the CHRO provide support for the operation of divisions
while steadfastly communicating Companywide policies to divisions
through those engaged in personnel and accounting in each division
and functional division. The aim of this system is to strengthen coop-
eration between CXOs and business divisions. We have introduced
the same arrangement for other CXOs as well, although the degree of
corporate governance differs according to function.

In addition, we have begun tackling the development of human
resources with high potential. While it had been common for employ-
ees to build a career in the division to which they were assigned after
joining Showa Denko, the Company is now expanding the promotion
of transfers across divisions and job rotations, including at the head
office, which will enable management teams to identify and develop
human resources with high potential.
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I Maoka Beginning in 2022, Showa Denko has been holding town hall
meetings at various locations. At these meetings, Mr. Somemiya
touched on the ranking of business divisions in terms of ROIC. At first,
| was concerned that we would receive negative feedback from those
in the business field about being ranked in such a way. However, many
responded that they were grateful, as no one had ever discussed
such an issue with them before and it was enlightening. All those
present expressed their understanding of the explanations provided
on portfolio management and ROIC, which helped them to gain an
appreciation of the rationale behind the Company’s decisions.
Speaking personally, | was greatly heartened to learn that employees
felt this way on the occasion of the meeting.

Yamada Your experience makes clear that sharing information is
the first step. | believe that making an issue visible facilitates the
establishment of a shared language, which further enhances the
importance of working together.

l Maoka As horizontal cooperation progresses between businesses,
situations will arise in which—for example —a business supplying raw
materials commits funds to product development expenses or capital
expenditures, which might put Business A at something of a disad-
vantage but result in a positive outcome for the Company as a whole.
At such times, | intend to rate the efforts of Business A as valuable
and demonstrate that assessment resolutely in terms of my actions.
Since focusing only on numbers would ultimately result in failure,

| believe it is crucial that we move forward while placing due impor-
tance on both individual businesses and the Company as a whole.

I Somemiya The greater the number of employees who understand
and implement Showa Denko’s purpose and values*, the better we
can establish a virtuous cycle that improves not only the Company’s
financial but also its nonfinancial value. President and CEO Takahashi
has frequently pointed out that tomorrow will not be better than today
unless we change what we do, the way we do it, and the people who
do it. Therefore, | hope that Showa Denko’s Values will become a
deeply ingrained part of its guiding precepts.

* Values: This is the value system we hold dear. It entails being Passionate & Results-Driven,

Agile & Flexible, having Open Minds & Open Connections, and maintaining a Solid
Vision & Solid Integrity.

Yamada Although it may not be appropriate for an analyst who
basically focuses on business results to say so, | believe that around
only half of a company’s value may be found in its numbers. To con-
vert value that is not expressed in numbers into that which is visible in
the numbers over the long term, it is important for employees to move
in the same direction while remaining confident that they are being
evaluated properly in both quantitative and qualitative terms.

Roadmap for Realizing Our Long-Term Vision as a
“Co-creative Chemical Company”

Yamada As implied in Showa Denko’s purpose—“Change society
through the power of chemistry” —society will not be transformed
without the power of chemistry. It is my belief that the power of chem-
istry is indispensable to maintaining the types of value that we cur-
rently enjoy, to the maximum possible extent. At the same time, the
power of chemistry has an integral role to play in helping society
progress toward the resolution of environmental issues, such as
carbon neutrality, and the achievement of the United Nations
Sustainable Development Goals (SDGs), including the goals related to

social inequality and hunger, in a way that leads to greater affluence.
With that said, the fact remains that the SDGs cannot be achieved
through chemistry alone. This is why shifting to a co-creation model
that reflects current circumstances is the correct direction for Showa
Denko to take. The way in which it makes this shift will be of the
utmost importance, and | have high expectations of the Company in
this regard. Co-creation increases the number of stakeholders with
whom Showa Denko engages. As such stakeholders each have
stakeholders with a host of interests of their own, | believe that Showa
Denko can make a more persuasive case for convincing stakeholders
tojoin it in realizing co-creation, if it can demonstrate in specific terms
the way in which it will distribute the value created with internal and
external parties.

People’s attitudes do not change readily. | believe that it is only
when people first change their actions and achieve results and
experience success that their attitudes change.

l Maoka | believe that efforts toward carbon neutrality cannot progress
without the consent of consumers. To this end, we must involve not
only companies but also a variety of stakeholders, such as governments.
Showa Denko carries out two sets of activities under the Jisso Open
Innovation Network of Tops (JOINT) and JOINT2 (®) p.45), consortiums
engaged in the development of semiconductor packaging materials,
substrates, and equipment that are prime examples of activities
involving stakeholders. As materials alone cannot create products of
value, co-creation initiatives with a range of parties are indispensable.
Also important is highlighting the significance of such initiatives to the
world. Even if Showa Denko does something of value, ultimately it will
see no returns and create no incentives if no one knows that the
Company was responsible for the achievement. Establishing a system
to address this point will be a challenge for us as we go forward.
Although we have focused on in-house collaboration between
divisions and departments thus far, | believe that it is vital to create a
foundation to create value by pursuing co-creation, without being
constrained by company or corporate frameworks.

Yamada Providing an environment for creating such a foundation is
of crucial importance. Meanwhile, | feel that the chemical industry is
lagging behind other industries in making use of digitization. Although
Showa Denko is making great strides in terms of streamlining produc-
tion and other matters, | hope that it will leverage digital technology to
connect directly with customers, academia, and society to create new
value. | think that connecting directly with a variety of stakeholders will
invigorate communication and increase the sharing of information,
which will contribute to the overall optimization of companies and of
the industry.

ll Somemiya Utilizing digital technology to connect directly with a
variety of stakeholders certainly holds the key. | also hope that we can
create a platform in which more people with open minds can partici-
pate, and construct an ecosystem that enables not only Showa
Denko but all parties to enjoy the advantages.

Similarly, achieving carbon neutrality requires the involvement of all
parties, including the industry as a whole and governments, rather than
the efforts of a single company. To this end, we must create a move-
ment that is committed to fundamentally realizing carbon neutrality.

Yamada If companies only invest at their own convenience and at
a time that suits them, the fundamental issue will remain unsolved.
Instead, | believe that it is crucial for co-creation partners to build
systems by reconciling their respective viewpoints and objectives.
Although Showa Denko is prepared to do what it can to realize
carbon neutrality, making investments in carbon neutrality on its own
would not produce the returns demanded by investors, who would

not tolerate such investment. | believe that progress can only be
made by improving co-creation to a stage where all parties know the
actions that they must take in order to work together.

Promoting Dialogue with Investors and Other Stakeholders

Yamada This year marks the 20th year since | began covering
Showa Denko, and | have been truly impressed with the progress it
has made. Again, as Showa Denko’s purpose sets out, society will
not change without the power of chemistry. The chemical industry
appeals to me. | sincerely hope that Showa Denko will become one of
the world’s leading chemical companies. To achieve this status, it
must actively communicate information to customers and the various
stakeholders with whom it engages in co-creation, including
communicating more information to society and stakeholders.

I Somemiya The reason we have not communicated information to
an adequate extent lies in the fact that we have not been sufficiently
active. Through my communication with investors as CFO, | have
come to realize very keenly that Showa Denko has not sufficiently met
the trust and expectations of its stakeholders. We have not necessarily
been negligent in any way, and | do appreciate that we have worked
to engage with stakeholders to the best of our ability. Nevertheless,
given that we have not met such trust and expectations while remain-
ing unaware of changes in the external environment due to our long
history and past connections, we must make a fresh start. On this
basis, the two companies will become a new company called
Resonac®, rather than two companies coming together. Accordingly,
the new company will be aware of the need to create a vision and
new value.

* Resonac is the name of the newly integrated company to be established in 2023 (subject

to approval at the extraordinary shareholders’ meetings scheduled to be held for both
companies in September 2022).

l Maoka When Mr. Yamada spoke at a study session held for the
management team at Showa Denko, his answer to a question on why
the chemical industry was not fairly evaluated —despite the value it
produced —was that chemistry was basically the name of a process
and that the activities of the chemical industry were not widely known.
This reply made a strong impression on me. It made me aware once
again that it is important to objectively analyze how our business
affects a variety of people and to develop methods of improvement.
Ultimately, we deliver value to people, rather than companies or inves-
tors. We must devote ourselves to implementing a way of co-creating
that captures people’s hearts, unshackled by the past conventions of
the chemical industry.
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Material Issues for Sustainability (Materiality)

To change society through the power of chemistry based on our purpose, we are strengthening our business
execution system in accordance with the belief that we must position the concept of sustainability as an essential
component of management. As part of these efforts, we have established Sustainability Vision 2030 and identified
material issues for sustainability to implement the main strategies of our long-term vision. We are also working to

raise awareness of the material issues within the Company.

Roadmap for Achieving Sustainability Vision 2030

Positioning 2022, the year preceding the launch of the newly
integrated company in 2023, as a year for preparations to achieve
Sustainability Vision 2030, we have conducted repeated discussions
and built a system to achieve the vision, such as incorporating issues
of materiality into our medium- to long-term targets. In 2023, we will
continue our efforts with the aim of enabling our unique essence to
blossom from approximately 2026 onward, by adapting our initiatives
based on engagement with a variety of stakeholders.

To achieve Sustainability Vision 2030, we have established five
key areas and are promoting activities on a Companywide basis with

Sustainability Vision 2030

Achieve corporate growth through the resolution of social issues
Develop into a company with like-minded partners across the world that realizes
its own continuous growth and corporate value improvement, by solving social
issues and offering value to society through its technologies and businesses

A company with like-minded partners throughout the world
Become a “Co-creative Chemical Company” that is the first choice of, and
can choose, partners in creating a sustainable and better society, including
future generations of customers, employees, investors, and stakeholders

the Sustainability Department, which began in January 2022, serving as the secretariat. The five key areas are (1) improvement of sustainability
management to integrate it with management and business strategies; (2) creation of sources of growth through the development of businesses

and technologies with a focus on sustainability; (3) creation of value resulting from the resolution of cross-organizational issues,
such as carbon neutrality; (4) value creation through improvement of stakeholder engagement; and (5) cultivation of a

Material Issues for Sustainability

With an eye on 2030, Showa Denko has identified three issues of materiality in addition to their constituent elements. We have reflected these issues of
materiality in the strategies set out in the long-term vision (@) P.27), and aim to incorporate them into our nonfinancial KPIs by approximately 2025.
The three issues of materiality are also related to the ideal state set out in our long-term vision through to 2030: becoming a company that can
compete on the world stage, a company that contributes to a sustainable global society, and a company that develops co-creative talent that
represents Japan’s manufacturing industry. In addition, they address both the achievement of our long-term vision and the expectations of soci-
ety. While we have not set KPIs for corporate governance or stakeholder engagement, we will also focus on these areas, which are as important
as our issues of materiality in establishing a common foundation for global management.

Materiality
Businesses Strengthen competitiveness and create social value through innovation
Business and products R&D and intellectual property Marketing
Digital innovation
Materiality Materiality
) ) Gain social credibility through responsible Develop autonomous, creative,
Business foundation business management and active human resources and culture

Safety and workplace environmentf§l Quality and chemical management

Co-creation culture

Reduction of environmental impactl Procurement and logistics

Employee engagement

Compliance

Risk management

Talent management

Common foundation for global management

Corporate governance

Stakeholder engagement

sustainability mindset among employees.

2023-2025
Trial and Error

2026
Blossoming of Our Essence

® Harness initiatives through co-creation
 Bolster businesses and technologies

2022
Preparation and Launch

* Implement sustainability-oriented initiatives in

Future we seek to

that can change society through the realize through the power

Contribution to the SDGs through businesses S" ,‘
We have positioned the focus of our corporate activities as contributing = :
to SDGs 12 and 17 as a Co-creative Chemical Company that seeks to “‘

create a recycling-oriented society. Goals that we contribute to through
businesses and products are in the upper part of the semicircle, with
goals that we contribute to through our business foundation in the base.
Going beyond areas where we already contribute through our busi-
nesses, we are looking ahead with the aim to contributing to the creation
of a future that we seek to realize through the power of chemistry.

Development of

Provision of

® |dentify material issues for sustainability
and establish KPIs
e |ntegrate various types of data

portfolio management and the development of power of chemistry = of chemistry
businesses and technologies co 6" P,
* Improve stakeholder engagement «Co-creatite Ghemical Company” e s
an

Note: Please see the chart on
page 37 for the meaning.

Cultivation of a sustainability mindset among employees based on our purpose and values

Sustainability Management

The management team, corporate headquarters, business divisions,
plants, and Group companies unite as one to promote cross-organi-
zational projects and internal cooperation, with the CEO supervising
and the CSO driving the promotion of sustainability. After deliberating
and deciding on important items such as policies and plans in relation
to sustainability, the Management Committee consults with and
reports to the Board of Directors.

The Company completely overhauled its sustainability promotion
system in 2022. Under the new system, the Sustainability Promotion
Council convenes a monthly meeting at which Group CXOs, including
the president and CEO, assemble. The meeting sees discussions on
a variety of topics, such as medium- to long-term strategies, non-
financial KPIs, and engagement with stakeholders. In addition, the

Corporate Officer Study Groups

A corporate officers’ study group meeting, held in March
2022, discussed a variety of sustainability issues, such as
awareness of supply chain risks and the importance of
addressing the issue of climate change. The meeting also
saw a range of discussions on the Company’s purpose.
These included a discussion in which participants gave their
views on the social and environmental impact resulting from
the Company’s use in its operations of natural resources
(such as hydroelectric power).

New Employee Training

structure or current restrictions.
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Training for new employees in April 2022 saw groupwork
on the theme of whether companies could create profits
through sustainability contributions. As the generation that
will lead the Company into the future, participants voiced
many frank opinions which engaged sincerely with social
issues, without being bound by Showa Denko’s business

council has put in place a system to address specific issues with
agility and on a cross-organizational basis by establishing projects
and other bodies under its control. The Company also strives to
cultivate a sustainability mindset by organizing forums for internal
communication where officers and employees exchange opinions.

Sustainability Promotion System (As of June 30, 2022)
Meetings of the IBoard of Directors
Management Committee

Sustainability Promotion Council
Responsible Care Committee
Carbon Neutrality Project
Human Rights Project

Forums for Exchanging Opinions with Directors and
Audit & Supervisory Board Members

At a meeting held in May 2022 to facilitate the exchange of
opinions with directors and Audit & Supervisory Board
members, corporate officers shared their determination to
pursue sustainability. Concurrently, participants engaged in a
lively discussion on the development of the human resources
who will lead efforts to create value over the medium to long
term, as well as the importance of making decisions based
on the understanding of a wide range of risks.

&

The issues we will identify and solve
that are not expressed in SDGs 1 to
17: the future we seek to realize
through the power of chemistry
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Process for Formulating Material Issues for Sustainability and Nonfinancial KPIs

In identifying its material issues, Showa Denko selected issues that contribute to realizing its long-term vision in terms of both expectations from
society and level of importance to the Company. Currently, we have begun formulating material issues and related strategies and measures

as well as Companywide nonfinancial indicators. Going forward, we plan to further evolve them, including by establishing divisional KPIs, through
discussions with the Board of Directors and dialogue with stakeholders.

Step 1: Selection of Issues (Themes)

e Selection of issues (themes) based on the GRI,
SASB, SDGs, and other initiatives

® Purpose, values, long-term vision, and other internal
guidelines
Selection of issues (themes) from among social and
environmental issues that Showa Denko should
focus on based on its management strategy

Step 2: Prioritization

 Reflection in the long-term vision
e Prioritization of material issues for sustainability by
discussing Showa Denko’s long-term value
proposition with the management team
—Individual discussions for each CXO area
(identification of current issues in connection with
values and envisioning of the ideal state
— Discussion within the Sustainability Promotion Council
—Discussion within the Management Committee

® Establishment of Companywide nonfinancial KPls
based on material issues and examination of
specific initiatives

 Establishment of divisional nonfinancial KPIs

 Dialogue with stakeholders

 Discussion within the Board of Directors
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Material Issues for Sustainability

Material Issues for Sustainability and Nonfinancial KPls

We will increase the likelihood of achieving our issues of materiality with an eye on 2030 and our related medium-term nonfinancial KPIs. We will

do this by featuring the KPIs in a series of Companywide management cycles ranging from formulation to implementation, progress confirmation,

and monitoring and supervision by the Board of Directors.

The table below shows our corporate-level KPIs based on our three issues of materiality. (For a portion of the KPls, the indicators have been

removed.) We will incorporate the indicators into each divisional unit while continuing to hold repeated discussions, to determine specific initiatives

that enhance the motivation of employees to engage with them.

Going forward, we will continually revise the KPlIs in accordance with our level of progress in achieving them, and with the views and
expectations of a variety of internal and external stakeholders.

Strengthen competitiveness and create social value through innovation

The Company’s Our ambition The source of our growth lies in business activities utilizing our technological capabilities to change society through the power of chemistry.
ambition We will strengthen our competitiveness through innovation and our businesses to create social value.
2030 targets We create social value through our businesses via a series of processes—from the identification of social issues to the development of
technologies and the provision of solutions—and the harnessing of initiatives through co-creation.
Key constituent ele-  Creation of social value through our businesses
ments for achieving * |dentification of social issues and provision of customer value through marketing
issues of materiality * Facilitation of open innovation and cooperation
* R&D and intellectual property strategies that solve social issues
* Products and business strategies that contribute to the achievement of the SDGs
« Digital innovation that improves and accelerates the creation of social value
KPIs Key items  Setting of targets and establishment of evaluation indicators for sustainability businesses and products
gisss::sssv;i:i:a:ntf; . « Initiatives for life cycle assessment (LCA)
with stakeholders) 2025 targets * Establish, implement, and monitor targets by business and mainstay product

* Calculate the LCA for mainstay products and introduce evaluation methods at the R&D phase

2021 results

| aunched studies to formulate business evaluation indicators that include new social and environmental aspects
* Commenced the pilot operation of a scheme to calculate our carbon footprint

Value creation

Social value
Environmental value

* Create social and environmental value directly and indirectly as a chemical manufacturer that serves as the basis for a variety of industries
* Aim to maximize our positive impact and minimize our negative impact on society and the environment through the thorough implemen-
tation of responsible consumption and production in all of our businesses

Economic value

* Create economic value by achieving business growth through the provision of social and environmental value, thereby helping to improve

our corporate value
* Raise employee motivation by helping employees to gain a solid sense that we are realizing our purpose through our businesses

Gain credibility through responsible business management

The Company’s
ambition

Our ambition

As a chemical manufacturer, we will conduct responsible business management in all of our businesses from perspectives including safety,
the environment, and quality to realize a sustainable society together with stakeholders, such as suppliers and customers. In addition, we
will reinforce and enhance our system for managing increasingly diverse and complex risks by thoroughly implementing soft-law-based
compliance going beyond legal and regulatory compliance.

Develop autonomous, creative, and active human resources and culture

The Company’s Our ambition The source of our value lies in cultivating co-creative individuals and nurturing a corporate culture to solve issues imaginatively via
ambition co-creation by forming connections autonomously with customers and stakeholders through empathy, including various parties who will
lead future generations.
2030 targets Through the cultivation of creative and co-creative individuals and the nurturing of a corporate culture conducive to their development, we
will aim to become a developer of talent whose employees are the envy of other companies.
Key constituent ele- * Nurturing of a co-creation culture born of mutual trust and respect
ments for achieving * Development and acquisition of professional-minded human resources
issues of materiality * Improvement of employee engagement
KPIs Key items * Implementation of our corporate philosophy
(Issues we plan to  Strengthening of talent management
discuss and confirm * Continuous growth of individuals and the organization
with stakeholders)  Active involvement of human resources and ensuring of their psychological safety through the deepening of diversity and inclusion
2025 targets  Further evolve and strengthen examples of co-creation from our global awards

* Increase the number of appointments through in-house recruitment that promote autonomous career development
* Improve engagement-related scores
* Enhance the diversity of management and nurture an inclusive corporate culture by increasing the ratio of female managers

2021 results

* Planned and launched global awards (opportunities to accelerate the embodiment of our purpose and values) for the newly integrated company 7
* Designed the way in which we will operate in-house recruitment for the newly integrated company
 The ratio of female managers came to 4.5% in Japan and 11.5% globally

Value creation

Material Issues for Sustainability and Nonfinancial KPls

Social value
Environmental value

* Promote innovation through internal and external co-creation aimed at solving social issues by cultivating the growth and active
involvement of creative and co-creative individuals and the nurturing of a conducive corporate culture.

Economic value

* Raise employee motivation and realize high productivity by boosting the competitiveness of human resources through strategic job
rotations, with management developing leaders from the perspective of Companywide optimization.

Views on Material Issues for Sustainability and Nonfinancial
KPIs from the Employees in Charge

We held a dialogue with outside experts on establishing our issues of
materiality and KPls

—

CEO

Neural Inc.

Kenji Fuma

We met employees in charge of environmental safety, risk
management, and compliance to hear their views on material-

ity and KPIs

Meiko Saihata
Employee in charge of
environment and safety

2030 targets

In addition to cultivating a safety culture and eliminating accidents of every kind, we will earn the trust of stakeholders by minimizing and
preparing to tackle a wide range of risks, including strategic, operational, and hazard risks, to flexibly address the changing management
and business environments and continuously offer value that is unique to us.

Key constituent ele-
ments for achieving
issues of materiality

 Establishment of environments where all people can work with peace of mind

 Provision of quality and safety to maximize customer value

* Reduction of environmental impact throughout the entire product life cycle

 Creation of a sustainable society, by working together with suppliers

* Thorough implementation of soft-law-based compliance going beyond legal and regulatory compliance
¢ Reinforcement of our system for managing increasingly diverse and complex risks

KPIs

(Issues we plan to
discuss and confirm
with stakeholders)

Key items

 Cultivation of a safety culture and elimination of occupational incidents, equipment-related accidents, environmental accidents, accidents
involving products, and product compliance violations

* Reduction of environmental impact resulting from business activities

* Promotion of sustainable procurement

* Strengthening of integrated risk management and thorough implementation of compliance going beyond legal and regulatory compliance

2025 targets

* Achieve zeros in five target categories

¢ Reduction of greenhouse gas emission (GHG) volumes

* Improve the quality of communication utilizing a self-assessment questionnaire

® Entrench a global compliance standard and code of conduct within the Group

 Establish and operate an integrated risk management structure and enhance our risk management system

2021 results

* Number of serious occupatinal incidents, serious equipment-related accidents, environmental accidents, and quality compliance violations
* Began consideration of new sustainable procurement guidelines (scheduled for formulation and disclosure in 2022)
* Launched the examination of a new risk management system, compliance standard, and code of conduct

(scheduled for formulation, introduction, and disclosure in 2022)

Value creation

Social value

 Balancing of our contribution to the resolution of social issues and duty as a chemical manufacturer through responsible business management

Environmental value

¢ Reduction of environmental impact through improved recycling rates by reducing GHG emissions and waste

Economic value
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* Improvement of motivation, raising of productivity, reduction of costs, and enhancement of brand value through eradication of all types of

accidents and other incidents and increased efficiency of internal processes

engineering, art, and mathematics (STEAM) education.

Fuma: The power of materials and chemistry is integral to solving social issues.
There are many tasks that Showa Denko must and can address. Given that
changes in the business environment will become even more dramatic from
2030 onward, Showa Denko should position the current period of the long-term
vision as an 8.5-year period for preparing to reap the fruits of innovation in 2030
and beyond, eliminating restrictions in relation to people, products, money;,
time, and other matters. While there is no need to achieve KPIs in full from day
one, it is crucial to move forward a step or two from the status quo and inspire a
desire on the part of the relevant divisions to move ahead. Work on KPIs does
not finish with their establishment. As revision becomes necessary, | think that
Showa Denko’s process of carefully formulating KPIs through repeated internal
discussions is highly commendable. Nevertheless, becoming a company that
can compete on the world stage, and a company with like-minded partners
throughout the world, requires the inclusion of a global perspective. It is neces-
sary for Showa Denko to backcast from its ideal state with a more long-term
outlook. While | believe that its emphasis on people is also praiseworthy, Showa
Denko must draw in and involve the generation of employees who will be at the
heart of its management in 2040 and 2050. | also think it would be a good idea
for the Company to cultivate future generations while exposing them to
experiences outside the Company.

Sustainability Department: While we have positioned the achievement of our
medium-term KPIs as a first step looking ahead to 2030, we reaffirmed that we
must take larger steps, incorporating a global perspective, and nurturing a
mindset to motivate all employees to work. We will also consider activities that
benefit Showa Denko and society into the future, such as science, technology,

_J

Safety is our top priority and guiding principle. We have adopted
the goal of eliminating accidents, disasters, and environmental
accidents. We will not adopt half-hearted targets. This is
because no one should suffer. We will continue to exhaustively
communicate these targets with employees while incorporat-

Daisuke

ing them into our systems and frameworks one at a time.

L
=

Tomotaka

Tsutsuzaki Yoshida
Employee in Employee in
charge of risk charge of
management compliance

| hope we take the best elements of both the Showa Denko
Group and the Showa Denko Materials Group, and make them
better. We are striving to integrate the management of opera-
tional and hazard risks and develop global standards tran-
scending regions that will serve as a foundation for our diverse
range of employees, in order to underpin our contributions to
further business growth and a sustainable society. In addition,
a Companywide, cross-organizational team is currently

formulating the Group Code of Conduct.

Note: Visit our website for details on the dialogues and interviews.
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Segment Overview (Fiscal 2021)

The Company’s reportable segments were revised effective 2022 to more accurately display the benefits of the strategic
allocation of management resources and ongoing revision and asset replacement of business portfolios.

The defined Core Growth businesses, Fundamental Technologies/Materials businesses, Stable Earnings businesses,
and Next-Generation businesses all have a distinctive role within our portfolio. By fulfilling this role with a high degree of
competitiveness, these businesses will help us continue to supply the market with new functions and thereby achieve

ongoing growth.

Prior Segments

Showa Denko
Materials

Petrochemicals

Chemicals

Electronics

Inorganics

Aluminum

Others

Information and
communication

Mobility

Life science

Olefins

Organic chemicals

Industrial gases

Basic chemicals

Electronic chemicals

Functional chemicals

Coating materials

Device solutions

(HD, SiC)

Electronic materials
(LED)

Advanced battery
materials
Carbon

Ceramics

Aluminum specialty
components

Building materials, etc.

Headquarters
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> Semiconductor materials
(front-end/back-end)

P Device solutions (HD)

< Device solutions (SiC)

) Automotive products

N Lithium-ion battery
materials

) Functional chemicals
> Resin materials
P  Coating materials

» Chemicals

- Aluminum specialty

components

Petrochemicals

> Basic chemicals and
Industrial gases

P Graphite electrodes

» Life science

Semiconductor and
Electronic Materials

Mobility

Innovation Enabling
Materials

Chemicals

Others

Business category

Net Sales

¥391 .8 billion
31.1«

¥1 73.8 billion
13.8«

¥1 41 .3 billion
11.2.

¥431 .0 billion
34.2.,

¥1 21 .4 billion
9.6

Notes:

Core Growth: Invests massively in businesses with huge growth potential

Fundamental Technologies/Materials: Technology platform business to support innovation of other businesses

Stable Earnings: Earns a stable profit and generates investment capital for the entire Group

Next-Generation: Promotes investment while verifying viability to develop next-generation pillar businesses

Operating Income (Loss)

¥46-9 billion

(¥20 billion)

¥1 3-8 billion

¥37 -9 billion

(¥36 biIIion)

Subsegment Sales

Front-end semicon-

ductor materials ¥81 .2 billion
Back-end semicon-
ductor materials ¥1 85-3 billion

¥98.5 billion

Device solutions

Automotive
products

¥1 31 .3 billion
¥39.5 billion

Lithium-ion battery
materials

¥277.7 billion
¥72.0 billion
¥81 .3 billion

Petrochemicals

Basic chemicals
and Industrial gases

Graphite electrodes

New Segments

(Reference) Prior Segments

Net Sales / Operating Income

Showa Denko Materials

¥635-0 billion

Net sales

operating  ¥20.3 sition

Petrochemicals

Net sales ¥283. 1 billion

g‘zzﬁgng ¥20-7 billion

Chemicals

Net sales ¥1 86.9 billion

i(r)‘zz::teing ¥21 .6 billion

Electronics

Net sales ¥1 20.9 billion

i(;'():zl;‘a‘teing ¥1 6-2 billion

Inorganics

Net sales ¥1 02.3 billion

Operating  ¥14.4 sion

Aluminum

Net sales ¥76.2 billion

g‘gﬁl;::ng ¥6-9 billion

Others

Net sales = 1 billion
¥44.1

Operating

loss (¥0-04 biIIion)

1. Segment data figures have not been audited by a certified public accountant and are provided as reference figures that exclude the aluminum can and sheet, plastic food wrap, printed
wiring board, and electricity storage device operations transferred in 2021.
2. Segment performance figures on subsequent pages only reflect retained businesses.

SHOWA DENKO Report 2022

41



42

» b » Strategies

Overall Strategy > Business Strategies > Function Strategies

Semiconductor and Electronic Materials

Fiscal 2021 Net Sales

Consolidated

¥1,419.6

billion

Strategy for Realizing the Long-Term Vision

¥391.8 billion

Operating income

¥46.9 billion

Semiconductor and Electronic Materials

™ Semiconductor materials

Front-end ¥81.2 billion
Back-end ¥185.3 billion

Device solutions

¥98.5 billion

Management Target

EBITDA margin
30% or more
in 2025

As a leading global manufacturer, Showa Denko is driving the advancement of semiconductor technologies with its strength in materials.
Our front-end and back-end semiconductor materials provide a key technology for contributing to people’s happiness while protecting the
environment through semiconductor manufacturing processes and end products.

Semiconductor * Year-on-year increases in sales and income
materials

Front-end of copper-clad laminates and CMP slurry amid robust
Back-end demand

 Contributions to performance from efforts to build reliable
supply structures at bases and bolster production capacity

* Decision to establish an advance package verification
platform (JOINT2) comprised of substrate, equipment, and
material manufacturers to create a de facto standard for
next-generation semiconductor packages

* Construction of growth platforms to become a global leader

 Preparation of new sales promotion themes and manage-
ment of pipelines to achieve growth leading up to 2025 (key
account strategies, and enhancement of development
capabilities from a medium- to long-term perspective)
* Development of a resilient supply chain management
system allowing for swift risk detection and stable supply
 Flexible investment plan prescribing timely investment and
responsive adaptation

 \lerification and material development of 2.xD, 3D, and
other next-generation semiconductor packages through
JOINT2 activities

Plan for 2022 Vision for the future (2! }

 Goal of becoming a world-leading semiconductor material
manufacturer that supports the advancement of a
sustainable, digital society

 Contribution to the realization of a sustainable society by
conserving energy and reducing environmental impacts
through the supply of advanced semiconductor materials

* Growth outpacing the market

Device solutions

and online learning

generation MAMR media

 Higher demand for large-capacity HD media used in
near-line servers for use in data centers; robust demand for
(HD) HD media employed in PCs due to the spread of teleworking

 Conclusion of a joint development contract of
HAMR*'-based next-generation HD media with Seagate

o Start of mass production of MAMR*? HD media for Toshiba

* Development of MAS-MAMR*2 HD media as second-

 Expanded aluminum substrate production capacity and
improvement of productivity

* Growth of sales centered on media for large-capacity
near-line servers, demand for which is rapidly increasing,
through industry-leading development and mass production
of best-in-class HD media

* Maximization of aluminum substrate and media production
capacity through improvement of efficiency and operating
rates at existing production facilities

* Promotion of cost reduction to compensate for increases in
fixed costs caused by higher production and sales volumes
and rises in raw material prices

 Contribution to storage demand supporting increased data
traffic volume and transmission speed as a large-capacity
media technology leader

* Development and mass production of future media
technologies to create 100 TB hard disk drives

* Acceleration of integration of digital transformation and
automation of production activities and virtual linkage of
multiple factories, to be operated as one

* Pursuit of sustainability through production activities and
recycling of post-sale products

Device solutions Infineon Technologies AG

(SiC) i Conclusion of a long-term supply contract with ROHM Co., Ltd.

 Conclusion of a long-term supply contract with Toshiba
Electronic Devices & Storage Corporation

« Significant increase in sales volumes due to long-term
supply contracts, allowing for the posting of operating income

 Conclusion of a sales and joint development contract with

* Response to growth in demand centered on automotive and
industrial products amid accelerated energy conservation
and decarbonization trends

 Provision of best-in-class SiC epitaxial wafers with high
reliability and low cost for high voltage and high current
applications

* Timely plans to expand production capacity based on trends
in growing markets

 Provision of solutions as SiC epitaxial wafer technology
leader in response to rapid growth in demand for SiC power
semiconductors amid an accelerated global push for carbon
neutrality

 Proactive supply of high-value-added products (MOSFETS,
high-voltage-resistant Schottky barrier diodes) in response
to more sophisticated and specialized quality requirements

* Launch and mass production of eight-inch wafers to help
reduce costs of SiC power semiconductors

*1 HAMR: Heat-assisted magnetic recording
*2 MAMR: Microwave-assisted magnetic recording

*3 MAS-MAMR: Microwave-assisted switching microwave-assisted magnetic recording
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Semiconductors

CMP slurry Die bonding film Epoxy molding compounds Copper-clad laminates High-purity gases, etc.

Showa Denko Products
in Everyday Life

Competitive Edge

Operating Environment Outlook and Showa Denko’s Strategy

_ Smartphones

Semiconductor Material Technology Trends

Robust growth in semiconductor demand is anticipated as a result of As semiconductors are endowed with more sophisticated functions,

progress toward a digital society, and it is thus incredibly likely that

technological advancement and market growth will continue within a
certain scope of technological development. The positions of market
participants have already been solidified in this market. While there is

there is a rising need for more minutely detailed circuit patterns to be
etched through front-end wafer fabrication processes. Meanwhile, in
back-end processes, which generally entail mounting chips made
from individual wafers onto substrates, the number of components

some chance that industry reorganization may take place, it is unlikely included on chips and in electronic components is increasing at a
that an upheaval in the industry structure or the emergence of a signifi- rapid pace, creating a rising need for new package structures that use
cant new player will occur. Based on this outlook, the Semiconductor 2.xD and 3D mounting technologies to achieve higher mounting

and Electronic Materials segment will act in accordance with its posi-
tion as a Core Growth business to develop highly competitive opera-

density. These trends are boosting demand for Showa Denko’s exist-
ing highly functional, high-share materials as well as for the new

tions with a lineup that encompasses comprehensive solutions and a advanced functional materials under development.

wide variety of front-end and back-end semiconductor materials.

In front-end processes, we facilitate customers’ development

Risks faced by the Semiconductor and Electronic Materials segment activities with our CMP slurry (nanoceria slurry) capable of creating

include the potential for increases in raw material, energy, or logistics
costs or supply chain disruptions as a result of geopoalitical risks. To

precise circuit patterns with 2 nm nodes as well as with our precision
etching gases and high-purity solvents. At the same time, we assist

counter these risks, the segment is developing a resilient supply chain production activities around the world with back-end process offerings
management system designed to facilitate the swift detection of risks such as photosensitive dry film, copper-clad laminates, and die bonding
and the stable supply of products to customers. As one facet of these film supported by superior functionality and strong supply capabilities.

efforts, we are constructing a system for integrated management and
tracking of semiconductor production and shipment information in
Malaysia and other parts of the Indo-Pacific area. This system is
scheduled to be implemented in December 2022.

Technological Requirements and
Showa Denko’s Products

Moreover, Showa Denko is the founding member of the JOINT2
consortium, which is collaborating with regard to substrates, materi-
als, and equipment to help resolve customer issues and accelerate
development speeds.

Showa Denko’s Lineup of 2.xD and 3D Mounting Products and Associated Market Shares

Front-end semiconductor materials Siinterposers Bump Chip bonding Underfilling Molding Temporary CMP sturry
fabrication b%f;glh'}g +
Technological Requirement-satisfying P g
requirements products
Precision nolishin CMP slurry ‘
ecision polishing noceria slurry) Film underfill Buffer coat Underfill Solid molding compound Bump Photosensitive insulating material
rrrrrrrrrrrrrrrrrrrrrrrrrr fabrication
Precision processing Mgl IAEEERN(1]g L . 5 'y
(etching) electronic materials S - A
Higher-quality
solvents solvents
Back-end semiconductor materials Core Build up Polishing Pad fabrication Exterior Substrate Underfilling Package
fabrication mounting evaluation
Technological Requirement-satisfying )
requirements products 5
Close connection, Photosensitive
resolution dry film Copper-clad laminate CMP slurry Photosensitive dry film Solder resist Underfill Thermal conductive

High conductivity, Copper-clad
low warping laminates

Die bonding

Reliability materials

material
P

—
S5

* Shares of HDM (HD Microsystems, Ltd.)

Note: The above global share figures for products are based on Showa Denko’s estimates.
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Semiconductor and Electronic Materials

Initiatives for Resolving Social Issues as a “Co-creative Chemical Company”

Contributions to the Realization of a Sophisticated Digital Society Characterized

by Popularization of Teleworking and 5G and loT Technologies

Showa Denko Develops HD Media for MAS-MAMR Technology

Showa Denko has developed hard disk (HD) media for hard disk drives (HDDs) that support data
recording with microwave assisted switching-microwave assisted magnetic recording (MAS-MAMR)
technology, which is a next-generation data recording technology based on a new data recording
principle suggested by the Toshiba Corporate Research & Development Center and Toshiba
Electronic Devices & Storage Corporation (hereinafter collectively called Toshiba).

MAS-MAMR is a next-generation data recording method that can achieve a further increase in the
data-storage capacity of HDDs. At present, MAMR is a leading-edge data recording technology that
has already been put into practical use. The newly developed MAS-MAMR technology makes pos-
sible a data recording track on the surface of HD media that is drastically narrower than that of
MAMR-technology-based HD media, through utilization of the strong magnetic oscillation effect of the
MAS effect*, thereby increasing the data storage capacity of HDDs.

Aiming to put this new data-recording technology into practical use, Showa Denko has been
developing HD media supporting MAS-MAMR in collaboration with Toshiba and TDK Corporation,
which is a manufacturer of read/write heads for HDDs. In this joint development program, Showa
Denko, Toshiba, and TDK have cooperatively proved for the first time in the world that HDD, as a
combination of read/write head equipped with a dual spin-injection-layer (developed by TDK) and HD
media equipped with a new-type magnetic layer (developed by SDK), can substantially increase
HDDs’ data storage capacity through the MAS effect.

On the basis of the results of the technology development program mentioned above, and aiming
to realize large-capacity near-line HDDs with storage capacity of more than 30 TB, Showa Denko will
accelerate development of HD media supporting MAS-MAMR, which Toshiba aims to put to practical
use as the second-generation MAMR.

Showa Denko will accelerate two-way development of HD media supporting MAS-MAMR and
heat assisted magnetic recording (HAMR) in accordance with its motto of “Best in class,” thereby
developing the best HD media in the world.

Initiatives for Resolving Social Issues as a “Co-creative Chemical Company”

r,”'[ Magnetic flux

Recording
Main magngti_(l:‘_;_mlve

Interaction with microwave magnetic field
(strong magnetic oscillation)

MAS-MAMR method

* The MAS effect denotes the microwave assisted switching effect.
The MAS effect is an effect of strong magnetic oscillation
between a spin torque oscillator (STO) and magnetic recording
media. This strong magnetic oscillation enables an HDD manu-
facturer to record digital data on the surface of HD media with a
recording track narrower than those of HDDs equipped with
conventional magnetic recording technologies.

Contributions to Energy-Conserving, High-Efficiency, Compact Power Modules

Showa Denko Launches Mass Production of six-inch SiC Single Crystal Wafers

Showa Denko has launched mass production of silicon carbide single crystal wafers (SiC wafers) with
a diameter of six inches (150 mm), which are used as materials for SiC epitaxial wafers*! to be pro-
cessed and installed into SiC-based power semiconductors (SiC power semiconductors). SiC power
semiconductors have excellent heat resistance and high withstanding voltage, much better than those
of conventional silicon-based power semiconductors, which are currently the mainstream of power
semiconductors. SiC power semiconductors contribute to improvement in a power module’s energy
efficiency and downsizing. Accordingly, the demand for SiC power semiconductors is increasing
rapidly in various fields, especially those for use in electrified vehicles, railcars, and industrial equipment.

As an independent supplier of SiC epitaxial wafers, Showa Denko has the global top share in the
market, and has been providing power-device manufacturers with best-in-class SiC epitaxial wafers.
Showa Denko’s SiC epitaxial wafers are thus highly acclaimed by power device manufacturers both in
and outside Japan.

We have even been examining the possibility of starting independent production of SiC wafers.
From 2010 to 2015, Showa Denko took part in the Novel Semiconductor Power Electronics Project
Realizing Low Carbon Emission Society,*? which was organized and outsourced by the Ministry of
Economy, Trade and Industry (METI) and the New Energy and Industrial Technology Development
Organization (NEDO). This is just one of the co-creative venues through which we have been develop-
ing mass production technologies.

Showa Denko decided to launch in-house mass production of six-inch SiC wafers because plural
customers have adopted the Company’s SiC epitaxial wafers made from its in-house produced
six-inch SiC wafers. On the other hand, the Company will continue purchasing SiC wafers from its
partners to respond to rapidly growing demand for SiC epitaxial wafers for power semiconductors. In
this way, Showa Denko will diversify the sources of SiC wafers, thereby establishing a stable supply
chain for SiC epitaxial wafers.

SHOWA DENKO Report 2022

Six-inch single crystal wafer for SiC power semiconductors

*1 SiC epitaxial wafers are a material for semiconductors made
from SiC wafers by depositing a thin layer of epitaxial SiC on the
surface of the wafer.

*2 The Novel Semiconductor Power Electronics Project Realizing
Low Carbon Emission Society is a project aiming to establish
technology to realize a stable supply of SiC wafers with large
diameters. In 2010 the project was started and entrusted by
METI, and in 2011 control of the project was transferred to NEDO.

Showa Denko Products
in Everyday Life

HDDs and HD media Optical semiconductors

Photosensitive dry film Solder resist

Semiconductors

Data centers

B wind/ solar power generation
N —
Electric vehicles —

I ||ch§>r%) m

Open Innovation of Semiconductor Package Materials and Processes

Co-creation through JOINT2

JOINT2 Consortium for Developing Next-Generation Semiconductor Packaging Technologies

The commercial deployment of 5G mobile communication
systems is moving forward. It can therefore be expected that
we will see the proliferation of post-5G systems featuring
ultralow latency*! and the capacity for multiple simultaneous
connection*? in fields such as autonomous driving and tele-
medicine. In the past, functions such as logic and memory
were installed in different IC chips on substrates. However,
accommodating post-5G systems will require an increased
density of IC chips and other components to prevent signal
latency. Accordingly, there is a need for technologies that allow
for high-density packaging of differing chips within a single
semiconductor package.

JOINT2, a consortium of 12 companies involved in the
development of semiconductor mounting materials, sub-
strates, and equipment, was established in October 2021 with
the goal of developing the 2.xD, 3D, and next-generation

* Development of evaluation technologies, substrates, materials, and devices by utilizing an evaluation platform (the
Packaging Solution Center in Kawasaki City, Kanagawa Prefecture, is a principal base for these activities)
* Facilitation of integrated trial manufacture and evaluation of 2.xD and 3D semiconductor package by utilizing fine-
wiring with stepper and laser dicing
q;, Tracking of customer needs with superior testing technologies, incorporation of findings into
E composite and other materials
()
> Composite and Processing, Evaluation, :
(<] other materials K " shaping, assembly " simulation Wi Members:
Ajinomoto Fine-Techno Co., Inc.
Evaluation of optimal package Proposal of package materials ngyRchué%soﬁing%?\l
structures using advanced based on optimal process and SHINKO ELECTRIC INDUSTRIES CO., LTD.
composite materials equipment Dai Nippon Printing Co., Ltd.
DISCO Corporation
* Resolution of technical issues in production of next-generation semiconductor packages through coordination of TOKY&%E’;E?%%%?; LD;
g materials and devices of member companies Panasonic Smart Factory Solutions Co., Ltd.
< * Proposal of optimal one-stop solutions for customers and establishment of predominant position by combining not Yamaha“";&gﬁg:ﬁmngs%o‘ Ltd,
only our own materials but also other member companies’ materials and technologies Showa Denko Materials Co., Ltd.

semiconductor mounting technologies necessary for telecom-
munications systems compatible with post-5G systems.
Member companies of JOINT2 have formed multiple working

groups through which they share technologies and information

via open innovation. In this manner, these companies are

teaming up to develop precision bump jointing technologies*

and precision circuit fabrication technologies™ along with the

high-reliability, large-scale substrate technologies necessary for

mounting multiple components in order to achieve higher levels

of component density on next-generation semiconductors.

*1 Low time lag in communications

*2 Ability for a single substation to accommodate simultaneous connections from
multiple devices

*3 Technologies for connecting IC chips and other components in a perpendicular
direction using densely fabricated metal protrusions

*4 Technologies for connecting IC chips and other components in a parallel direction
using densely fabricated metal protrusions

Japanese companies hold large shares of the global markets for semiconductor materials,
substrates, and equipment. However, maintaining our technological edge in these markets will
require a platform through which engineers can discuss and evaluate cutting-edge packages. It
was this belief that prompted me to propose JOINT2. Private-sector consortiums are rare in this
industry, and we therefore face a lot of difficulties as a leading member of the organization. Still,

| cannot deny the fact that we are already seeing experiments through JOINT2 produce results
more quickly than could have been accomplished alone. | look forward to an even faster pace

once we build additional cleanrooms.

Hidenori Abe
General Manager, Packaging Solution Center
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Mobility

Fiscal 2021 Net Sales
Mobility segment

Net sales

¥173.8 billion

Consolidated
¥1,419.6
billion (¥20 biIIion)

Operating loss

Strategy for Realizing the Long-Term Vision

Automotive products

¥131.3 billion
Lithium-ion battery materials

¥39.5 billion

Management Target

EBITDA margin
20% or more
in 2025

The Mobility segment is positioning the rising technological needs associated with CASE (connected cars, autonomous/automated driving,
shared, and electric) technologies, particularly those related to the development of electrified vehicles, as a business opportunity. To capitalize on
this opportunity, the segment is implementing a growth strategy of developing its business while taking advantage of Showa Denko’s weight
reduction, electrification, and heat control technologies. Moreover, business growth will be pursued by incorporating market growth while posi-
tioning CASE-related needs as a key growth driver. The business portfolio of this segment will also be managed with the goal of increasing the
ratio of sales from CASE-related products, which was approximately 50% in fiscal 2021, to 65% in fiscal 2025. We thereby aim to accomplish our

Plan for 2022 Vision for the future (2030) }

target of an EBITDA margin of 20% or more.

Automotive * Performance lower than initial forecasts, despite recovery  Higher sales and income, despite ongoing semiconductor shortages, due * Top share acquired through
products in automobile production volume from the impacts of the to the resumption of recovery trend projected in the second half of 2022 aggressive investment as a Core
COVID-19 pandemic in the first half of 2021, due to a * Commencement of production of resin rear door modules, interior and Growth business targeting niche
decrease in automobile production caused by supply exterior parts, and copper-free disk pads for new automobile models; markets
shortages for semiconductors in the second half of 2021 reinforcement of supply chain management to fulfill supply * EBITDA margin of 20% to be

copper-free disk pads for 15 new automobile models
e Establishment of a production base for rear door modules
in Wuhan, China

* Commencement of production of rear door modules and responsibilities

* Aggressive investment in products and technologies required for | business
next-generation automobiles, including technologies for weight '
reduction, electrification, and heat control

targeted as a Core Growth

Lithium-ion * Expansion of a range of models using Showa Denko anode materials  Acceleration of development of new anode materials to respond to rapid
charging performance and other technical needs of next-generation EVs

* Acquisition of certification for high-end SPALF models and steady expansion of
production capacity and construction of a resilient supply chain for SPALF

conductive additive spanning the period from 2021 to 2022 and VGCF

batter for hybrid-electric vehicles (HEVs) and of related patents
_y  Enhancement of capabilities of SPALF aluminum laminated film
materials and conclusion of a large-scale sales agreement for VGCF

 Target of net sales of ¥115.0 billion to
be achieved by incorporating rising
needs associated with the
advancement of CASE technologies
and pursuit of carbon neutrality

Competitive Edge

The mobility market is currently in a period of great change. To work
toward carbon neutrality and address social issues, numerous countries
have set CO2 emissions reduction targets calling for reductions of 30%
to 40% over the next decade. Such implementation of stricter environ-
mental regulations is driving growth in demand for electric vehicles (EVs),
and it has thus been estimated that EVs will increase to represent
more than half of the cars on the road within 10 years. Restrictions
are even being placed on electrified vehicles, as the European Union
is slated to ban sales of HEVs after 2035. Showa Denko will thus be
pursuing business growth by targeting battery-electric vehicles
(BEVs), which will no doubt see growth over the long term.

SHOWA DENKO Report 2022

Global Powertrain Production by Application
IHS production volume forecast (August 2020)

(Millions of units)

120
100 M Fuel cell vehicles, etc.
80 Internal combustion engine (gas, diesel, etc.) vehicles
60
40 Mild-HEVs
20 HEVs + plug-in hybrid vehicles
M BEVs

2021 2025 2030

Powdered metal products Plastic gear Molded plastic interior parts

Disk brake pads

Showa Denko Products
in Everyday Life

The Mobility segment aims to expand its business by addressing the
needs of the automotive market while positioning CASE-related
needs as a key growth driver. This will require us to respond to new
technical needs. Accordingly, Showa Denko will be supplying a lineup
of battery solutions to accommodate smaller, lighter-weight, and
electrified vehicles; material solutions for controlling heat, sound, and
electromagnetism; and module solutions that assist in system design
tasks such as module development.

At the same time, we will be work to claim the top market share
through aggressive investment focused on niche markets.

Specific measures will include the expansion of the range of exist-
ing customers’ models for which our molded plastic exterior products
are used as well as approaching new customers. Our main target in
this endeavor will be market segments where we expect to see a
strong need for reducing the weight of resin rear door modules while
accommodating design concerns. As for composite materials, we will
maintain our leading share for mainstay plastic gears while approach-
ing new customers with various heat management products for
electrified vehicles. In addition, we will develop a service model for
advanced battery materials that satisfies customers’ development
needs while boosting the quality of SPALF in order to earn the top
share in the mobility market.

SPALF aluminum
laminated film high-purity carbon nanotube lithium-ion batteries

7~ W\

VGCF high-crystalline, Anode materials for

Exterior

Growth Strategy for the Mobility Business

w Rising technical needs due to the of CASE

;E including the spread of electrified vehicles

=

=
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Rear door modules Anode materials for Water jacket
lithium-ion batteries
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Contributions to reduced weight, L .
vibration, and noise with Thin, finely detailed, and highly

high-durability and heat-resistan SPALF: High-insulation, reliable radiators made posswh\e
- durab ngafs eatresitant anti-erosive pouch-style container by accumulated aluminum
for lithium-ion batteries product heat design technologies
VGCF: Lithium-ion battery
conduction additive contributing
to increased capacity and battery
lifespan

Initiatives for Resolving Social Issues as a “Co-creative Chemical Company”

Reinforcement of Development Capabilities through Materials Informatics

Showa Denko faces the need to reinvent its development style. This
need is arising in light of factors such as the shorter development lead
times required as technical needs and values change in response to
trends such as the advancement of CASE technologies and the
pursuit of carbon neutrality. Meanwhile, major automobile manufac-
turers and suppliers are increasingly embracing model-based design,
which entails simulating the terminal component functions and perfor-
mance features necessary for overall automotive systems using virtual
models. This design approach makes it possible to adopt a develop-
ment style in which materials informatics is used to combine various
materials selected from databases before computer-aided engineer-
ing methodologies are employed to perform analyses and thus con-
duct prototyping and testing in a virtual environment. Moreover, if we
gained the ability to share data and model information with stakehold-
ers, it would be possible to facilitate swift automobile development
processes that seamlessly link the designing of materials,
components, modules, and automotive systems.

We aim to create a unique model-based design development style
by utilizing Companywide materials informatics technologies to

systematically digitize, organize, and compile the insight, experience,
and manufacturing insight we have accumulated over our years of
working with customers in the mobility field.

Going forward, we will continue to coordinate with automobile
manufacturers and suppliers as well as with industry—academic—
government research institutions to develop materials and manufac-
turing processes and to perform verification tests in local facilities. We
thereby hope to continue supply materials, components, and parts
that are useful to society.

Materials informatics
(structural analysis)

Computer-aided engineering
(characteristic analysis)
(==

>

L

5
<%

Materials, components

M

Qigf

)

Sion
Parts, modules

Showa Denko’s Intended Approach toward Model-Based Design
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Innovation Enabling Materials

Fiscal 2021 Net Sales

Net sales

¥141.3 billion

n

Consolidated

¥1,419.6
billion ¥13.8 billion

Operating income

Strategy for Realizing the Long-Term Vision

ﬁ Innovation Enabling Materials segment

in 2025

Management Target

EBITDA margin
15% or more

The Innovation Enabling Materials segment features an extensive lineup of technologies and materials as a technology platform business
supporting innovation and competitiveness improvements in Showa Denko’s Core Growth, Stable Earnings, and Next-Generation businesses.
This segment strives to remain a step ahead of the changing times by supplying the organic, inorganic, aluminum, and other functional
materials deemed valuable by the market. In this way, the Innovation Enabling Materials segment will become a vessel for the creation of new
businesses over the medium to long term and a driver behind the fulfillment of our purpose.

Plan for 2022 Vision for the future (2030) }

Functional « Strong demand centered on the electronic materials market * Stable earnings secured by increasing resilience to operating environment changes | Leader in specific sectors of the
.  Increased profitability driven by structural reforms pertaining to fundamental : e Increased income spread achieved through sales promotions for high- global market
chemicals products performance, high-margin products * Provision of value to society through
 Decision to bolster production capacity for functional materials for use in * Reinforcement of functions and systems for supporting the development of the ability to aggregate individual
electronic materials other businesses strengths
© Synergies generated with Showa Denko Materials * Integration with the resin materials business division
. * Recovery from impacts of the COVID-19 pandemic centered on the o Establishment of earnings structures that are resilient to changes in raw * Communication of the benefits of
Resin Chinese market material trends highly competitive functional
materials « Establishment of mass production systems in Japan and China for polyimide |  Expansion of sales of polyimide and polyamide-imide varnishes for electrified vehicles materials together with the
varnishes for electrified vehicle motors  Accelerated improvements to the product sales mix achieved through a focus on functional chemicals division to help
* Growth of sales and acquisition of new certifications for semiconductor and the ratio of sales from new products resolve social issues through internal
electronic materials * Response to sources of potential future needs in the Semiconductor and and external effort
 Stable supply of materials for internal use Electronic Materials and Mobility segments
R  Construction of a factory in Malaysia and the promotion of integrated * Extension of the production system into other areas of the world  Development of the coating business
coatmg operation with factories in China  Promotion of sales of eco-friendly products to serve major global players and

materials  Development of new eco-friendly products
* Assembly of a dedicated sales team for online sales channels
* Development of a joint framework for Group procurement activities

 Bolstering of sales channels for consumer products (emerging countries, onling)
 Expansion of scope of applications and regions of operation for industrial

coating materials
 Development of new products for growth markets

contribute to Companywide growth
as a new business capitalizing on
unique composite insight

 Strong performance of materials for electronic device, heat dissipation, and

* Ongoing generation of synergies between CMP slurry and heat dissipation materials

 Supply of first-rate ceramics

Ceramics glass polishing applications driven by recovery in demand for electronic  Acceleration of development of next-generation materials for electronic devices products and services that surpass
devices, high-speed communications, and automotive products customer expectations and
* Favorable performance of polishing and refractory materials due to recovery contribute to the resolution of social
in demand for automotive and steel products issues
. * Robust demand in the first half of 2021 due to recovery from the impacts of |  Construction of earnings structures that are resilient to operating environment  Contribution to society through the
Aluminum the COVID-19 pandemic changes combination of aluminum with other
specialty « Sluggish growth in sales beginning in the third quarter as a result of  Development of next-generation radiators materials
componems semiconductor shortages  Application of aluminum processing technologies to mass production in pursuit
 Higher costs due to soaring prices of additive metal materials in the fourth of carbon neutrality
quarter i * Receipt of suspension component orders from around the world

* Impressive sales of extrusion products for railcars
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Compressors
: varnishes

Showa Denko Products
in Everyday Life

Competitive Edge

Electrical insulating

Titanium oxide for multi-

Non-stick coating
layer ceramic capacitors :

Resins for color filters
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The competitive edge of the Innovation Enabling Materials segment lies in the positioning of its unique technologies and businesses. Moreover, as
a technology platform business, it generates intra-segment synergies while supporting the technologies and operations of Core Growth businesses
to enhance our technical capabilities and secure a more sophisticated position for its unique technologies and businesses.

Customers / Industry
Next-generation communications, next-generation automobiles, metaverse,
robots, factory automation

1

Support for next-
generation technologies

Internal Business Divisions
Semiconductor and Electronic 2

Materials and Mobility segments
Support for internal

‘ technologies and

and industries through
unique technologies and
businesses

Innovation Enabling Materials

I businesses as a
technology platform

" " business
. A . q Aluminum specialty
Functional chemicals Coating materials

Initiatives for Resolving Social Issues as a “Co-creative Chemical Company”

Resin Materials: Electrical Insulating Varnishes

Electrical insulating varnishes contribute to improved functionality in
the motors of electrified vehicles. Showa Denko boasts the leading
share of 35% (based on estimates by the Company) in the Japan
market for polyimide and polyamide-imide resin varnishes, which
require particularly high levels of durability and reliability, together with
a large share of the global market.

Coating materials: Non-Stick Coatings

Together with customers producing cooking utensils, Showa Denko is
rolling out its MAXIMIZING green campaign designed to communicate
the sustainability principles exemplified by the materials used in cooking
utensils directly to end users. Carried out in Europe, this campaign
has proved successful in boosting sales of cooking utensils.

Ceramics: Aluminum Nitride Filler

Showa Denko’s aluminum nitride fillers contribute to smaller electronic
components with excellent wet resistance and high thermal conduc-
tivity. Improving wet resistance is one of the greatest challenges in
developing aluminum nitride fillers, but we succeeded in achieving a

massive improvement by utilizing our proprietary ultrathin membrane
surface processing technology, allowing our fillers to help create
electronic components with higher functionality and longer lifespans.

Functional Chemicals: Isocyanate Monomer

Isocyanate monomers are functional monomers that contain two
functions in a single molecule. The increased freedom of molecular
design granted by these isocyanate monomers can be used to
improve the features of materials for a wide variety of applications,
including photosensitive resin materials, paints, and coating materials.

Aluminum Specialty Components: Aluminum Radiators for
Electrified Vehicles

Aluminum radiators help to improve the reliability and heat dissipation
characteristics of the power modules that are a central component of
electrified vehicles as one of the multiple materials employed in these
modules. Further increases in the functionality of power modules can
be achieved by using our thermal performance simulation technolo-
gies, power module mounting technologies, and multi-material
optimization technologies.

SHOWA DENKO Report 2022
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Showa Denko Products
in Everyday Life

Fiscal 2021

bil

Consolidated

¥1,419.6

Net Sales

llion

Chemicals segments
/ Netsales——————{ Petrochemicals

¥431.0 billion

Operating income

¥37.9 billion

Management Target

EBITDA margin
15% or more
in 2025

¥277.7 billion

Basic chemicals and
Industrial gases

¥72.0 billion

Graphite electrodes

¥81.3 billion

Strategy for Realizing the Long-Term Vision

The Chemicals segment has a broad-ranging lineup of highly competitive, high-share products, including olefins, organic chemicals, graphite
electrodes and other carbon products, basic chemicals, and industrial gases. With this lineup of products that function as the building blocks of
various industries and infrastructure, this segment continues to contribute to society through safe and secure operations. At the same time,
improvements to production processes are being pursued with the goal of contributing to the happiness and prosperity of people and to harmony
with the global environment.

Plan for 2022 Vision for the future (20 }

Petro- * Greater-than-expected recovery in demand after * Continuation of strong demand * Improvements to profitability and efforts to limit volatility in
chemicals the impacts of the COVID-19 pandemic * Looser balance of supply and demand due to construction of additional earnings
* Increases in product market prices due to a more facilities in Asia © Reduction of 30% in CO- emissions from the Oita
favorable balance of supply and demand * Greater-than-expected market deterioration continuing since the start of Petrochemical Complex in comparison to 2013
 Contributions to higher earnings following rises in 2022
the price of naphtha (difference between the * Rising costs due to higher prices for crude oil and naphtha
receipts and disbursements of raw materials and [ Decrease in production volume as a result of shutdown maintenance of the |
products) Oita Petrochemical Complex conducted once every four years
* Massive year-on-year increase in operating income
Basic  Greater-than-expected recovery in demand after  Continuation of strong demand * Promotion of the popularization of low-carbon ammonia
the impacts of the COVID-19 pandemic * Ongoing logistics stagnation « Creation of a hydrogen use network together with
chemicals  Substantial improvement in the earnings structure * Prolonged rise in costs due to soaring raw material/fuel prices companies near the coastal area of Kawasaki City
and due to a tighter balance of supply and demand * Aggregate volume of used plastic recycled reached one million tons in
.  Record-breaking operating income January 2022
Industrial  Higher costs due to logistics stagnation and a rise
gases in raw material/fuel prices seen in the second half
of 2021
Graphite * Alleviation of surplus graphite electrode inventories « Increased use of renewable energy « Stable supply of electrodes supporting a global transition
of customers 1. Utilization of big data for management of water intake; maximization of toward electric furnaces as the No. 1 global supplier
electrodes o Achievement of the No. 1 global share of sales and hydroelectric power generation volume through sophisticated prediction | e Contributions to the development of zero-emissions electric
production volume in the three-month period from of water volume fluctuations furnaces
October to December 2021 2. Global expansion (starting with Europe)  Reductions in CO emissions (30% reduction from 2013)
 Decrease in use of blast furnaces and increase in * Pursuit of synergies with AMI Automation (sale of electric furnace operation and in waste and use of renewable energy at factories
use of electric furnaces in the global steel optimization software, etc.)  Stable operation of water system underpinning the plan of
production industry from an ESG perspective Analysis of the relationship between furnace operating conditions and Omachi City, Nagano Prefecture, to evolve into a futuristic
(resulting in growth in demand for graphite electrode quality (data science) city based on the principles of the SDGs and maximization
electrodes) * Expansion of strategic supply partnerships with customers of community water system efficiency through utilization of

* Higher sales and income following recovery in
demand for steel and electrodes

Maximization of sales volume at prices ensuring an appropriate spread
i Improvement in cost-competitiveness

natural resources and big data
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Competitive Edge

Petrochemicals

Policies

We will seek to boost competitiveness and help
achieve carbon neutrality in 2050 based on our
vision of developing a sustainable business that
consistently generates high profits.

Dry ice Graphite electrodes Polypropylene Sodium hypochlorite Ammonia
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Business Strengths

¢ The Oita Petrochemical Complex is located in close proximity to the Asian market, giving this
export base one of the greatest geographical advantages in Japan in terms of logistics. We
anticipate that we will have access to an increased range of business opportunities as demand
for petrochemical products grows overseas.

® The capacities of our equipment and our operating track record enable us to accommodate a
diverse range of ethylene feedstock, giving us the ability to respond flexibly to changes in the

Major Products

Olefins, organic chemicals

volatile raw material market.

* \We boast a lineup of unique, high-market-share acetyl derivatives (ethyl acetate, n-Propyl ace-
tate, and allyl alcohol) that take advantage of proprietary catalysts and processes, and we hold
the top share in the Japanese market for these products.

e Our lineup of reliable olefin derivatives (polyethylene, polypropylene, etc.), assembled through
alliances in Japan, make us competitive in high-value-added fields.

e Development is underway for a low-concentration CO: separation system employing an
innovative separation agent to further our quest toward carbon neutrality in 2050 (@) p.52).

Basic chemicals and
Industrial gases

Policies

Foundations are being developed so that we can
become Asia’s foremost chemical supplier.

Business Strengths

* Capitalizing on the advantageous urban location of the Kawasaki Plant, we are catering to needs
for a diverse range of functional chemicals including industrial gases, fioer materials, high-purity
gas for semiconductor production, and medical and agrichemical materials.

e Chemical recycling technologies are being utilized to produce ammonia using hydrogen
extracted from used plastic. As a result of these efforts, the amount of used plastic recycled

Major Products

Industrial gases, basic chemicals

reached one million tons in January 2022. Moreover, the CO: emitted during manufacturing
processes is used to produce dry ice and liquid COz, meaning that our operations produce
effectively zero emissions (@) p.52).

Graphite electrodes

Policies

By suppling the world’s best electrodes cou-
pled with unparalleled services, we will promote
efficient and eco-friendly steel recycling

and thereby contribute to the sustainable
development of society.

Business Strengths

¢ With the No. 1 position in the global market and the ability to ship electrodes from production
bases in six countries, we are promoting local production and consumption in the United States,
Europe, and Asia.

® Our base of more than 200 customers around the world is being utilized to engage in strategic
supply partnerships with customers who share our values, in order to stabilize operations. Such
partnerships are also leading to increased operational stability in terms of procurement.

® Through our partnership with AMI Automation, we are working together with customers to

Major Products

Graphite electrodes

enhance operations at production sites via digital technologies for optimizing electric furnace
operating conditions. Electric furnaces are an effective means of conserving energy and cutting
CO:2 emissions (reduced equipment damage, increased electricity efficiency in production
processes, higher electrode output) (3 P.52).

¢ \We are promoting renewable energy use on a global scale. In Japan, for example, we are

using hydroelectric power as the primary power source at the Omachi Plant. We have also
commenced long-term procurement of renewable energy in Europe (3 P.64).
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Initiatives for Resolving Social Issues as a “Co-creative Chemical Company”

Petrochemicals: CO: Capture and Use Initiatives to Achieve Carbon Neutrality

Showa Denko has teamed up with NIPPON STEEL CORPORATION in a
co-creative venture to develop a low-concentration CO: separation system
that employs an innovative separation agent. In May 2022, this initiative was
adopted for the CO: separation and capture technology development
project of NEDO under its Green Innovation Fund. Together with NIPPON
STEEL CORPORATION, we are developing technologies for the low-cost
separation and capture of low-pressure, low-concentration COz from
sources such as factory exhaust gas, while verifying the feasibility of tech-
nologies for producing chemical products from captured CO-. We anticipate
that these technologies will allow us to develop and grow CO: separation
and capture plant operations and separation agent operations. The technol-
ogy is also expected to give rise to chemical business models that use CO2
and are thus not dependent on fossil resources, and thereby contribute to
carbon neutrality.

Basic chemicals and Industrial gases:

N
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Co-creative Plastic Chemical Recycling and Large-Scale Hydrogen Use Initiatives ==

— 1

Showa Denko’s Kawasaki Plant is developing its Kawasaki Plastic Chemical
Recycling* operations through which it decomposes used plastics to extract
hydrogen. The hydrogen collected in this manner is utilized for a variety of
initiatives, including verification tests of supply for fuel cells for hotels. Showa
Denko is a world leader in synthesizing ammonia by utilizing low-carbon
hydrogen extracted from gas produced through the process of used plastic
chemical recycling. We have been producing ammonia in this manner for
many years, and as a result the total volume of used plastic recycled
reached one million tons in January 2022. Moreover, the Company began
examining the possibility of establishing a base in the coastal area of
Kawasaki City to create a cycle for expanding supply and demand to use
hydrogen in this manner. Under the envisioned scheme, we would coordi-
nate with seven partners from various industries to form a carbon use net-
work to track medium- to long-term hydrogen demand and supply network
feasibility within the area.

Petroleum-based
naphtha

Plastics Incineration
== Basic Raw (PE,PPetc) [ Plastic waste - - -+ CO2
Material
Ethylene,
propylene, C4, )
5, BTX, etc. Other chemicals
Ammonia 4= Hydrogen Cg;ggﬂg}gd
KPR*

Plastic waste utilization expertise

= Conventional process = Process under examination

at the Kawasaki Plant

* Kawasaki Plastic Chemical Recycling, plastic recycling business operated

Graphite electrodes: Maximization of Customer Value in the Steel Recycling Process through Digital Transformation

Showa Denko is the No. 1 global manufacturer of the graphite electrodes
that are indispensable to the electric furnaces used to melt iron scraps as
part of the steelmaking process. To further build upon these operations, in
2021 we acquired a stake in Mexico-based AMI Automation, a global pro-
vider of sophisticated electrode elevation control systems and other services
for optimizing the operation of electric furnaces. By strengthening our rela-
tionship with this company, we aim to contribute to the maximization of
value for customers through a service lineup that expands beyond the sale
of graphite electrodes to include operational support and the development
of optimal electrodes. Moreover, in 2022 we began collecting operating data
from customers’ electric furnaces to perform big data analyses for use in
proposing optimal electric furnace operating conditions, constructing opti-
mized electrode development systems, and enhancing data science initia-
tives. In this manner, we will pursue ongoing improvements in the value that
we provide to customers through co-creation with these customers and
with AMI Automation.
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Contribution to Healthy and Fulfilling Lifestyles

@) MINARIS

GOODHEALTH
AND WELL-BEING

Others

Life Science

Minaris Regenerative Medicine, LLC, is a
global provider of services specializing in
regenerative medicines including clinical trials
and contract manufacturing.

@) MINARIS

REGENERATIVE MEDICINE MEDICAL

Minaris Medical Co., Ltd., has cultivated a solid
operating foundation over its more than 40
years of operation and is able to supply in vitro
diagnostic products for various fields including
clinical chemistry and immunology.

s Showa Denko’s life science brand.

Strategy for Realizing the Long-Term Vision

The life science business has been positioned as a pillar of Next-Generation businesses. In this business, we are engaged in manufacturing
process development and contract manufacturing of regenerative medicines and the production and sale of in vitro diagnostic products. In 2020,
the names of certain life science business Group companies and products were changed to unite them under the Minaris brand, to enable the

Plan for 2022 Vision for the future (2030)

development of global operations under a stronger brand.

Regenerative  Establishment of a manufacturing base network encompass- * Augmentation of production facilities to improve quality and efficiency * Provision of high-quality regenerative medicine
. . ing three regions (North America, Europe, and Japan) (completion of the expansion of bases on the east coast of North contract manufacturing services out of bases in North
medicine * Development of @ manufacturing base network (start of the America, advancement of construction of a second factory in America, Europe, and Japan as a partner to pharma-
expansion of bases on the east coast of North America and Germany that is scheduled to commence operations in 2024, and the ceutical companies, to contribute to the development
construction of a second factory in Germany) full-fledged start of regenerative medicine production in Japan) and popularization of regenerative medicine and
 Construction a high-quality, high-efficiency manufacturing network subsequently healthy and fulfilling lifestyles for people
through introduction of IT systems at bases around the world
Medical * Acquisition of approval for a new allergy diagnostic reagent * Expansions of the share for cholesterol lipid and diabetes HbA1c  Establishment of a position as a global company by
panel from the U.S. Food and Drug Administration (FDA) reagents bolstering operations in distinctive areas of strength
products * Commencement of joint development with the National Cancer  Start of shipments of creatinine kidney disease reagents for overseas and creation of diagnosis technologies and products
Center of a fast COVID-19 test using cellular immunity markets to support prevention, diagnosis, and treatment, to
methodology  Acceleration of new product development combining FDA approval realize personalized medicine
processes and point of care testing technologies through coordina-
tion with the U.S. reagent subsidiary and a U.S. research institution

Initiatives for Resolving Social Issues as a “Co-creative Chemical Company”

Regenerative Medicine

With bases in North America, Europe, and Japan, Minaris
Regenerative Medicine supplies contract manufacturing services,
through which it produces reliable, high-quality regenerative medicine
products on a global basis. These services can be used to produce
regenerative medicines with the same level of quality as conventional
pharmaceuticals, regardless of whether these medicines are derived
from T-cells, mesenchymal stem cells, iPS cells, or some other type of
cell, autologous or allogeneic. Contributions are made to Minaris
Regenerative Medicine’s pharmaceutical company customers
through the supply of these medicines. Moreover, the provision of
safe and effective regenerative medicines to patients through custom-
ers helps society to combat intractable and recurrent diseases that
are difficult to treat with conventional methods, such as cancer and
hereditary disorders.

o
o > OO — S

Cultivation/Processing
Provision of regenerative medicine contract Application of
development and manufacturing services for processed cells to
pharmaceutical companies (Minaris patients
Regenerative Medicine)

Cell extraction

Medical Products

It is expected that the role of clinical examinations will grow increas-
ingly important in the years ahead, as examinations are used to treat
diseases based on evidence and prevent pre-symptomatic lifestyle
diseases, and thereby extend people’s lifespans. Minaris Medical has
a long history of providing diagnostic products, dating back to its
commercialization of the enzyme-method reagent for measuring total
cholesterol in 1975. In the years that followed, this company went on
to provide a biochemical test for diseases such as hyperlipidemia and
diabetes as well as in vitro diagnostic products such as allergy immu-
nological tests and medical devices. Looking ahead, we will strive to
create technologies, products, and services to support prevention,
diagnosis, and treatment in order to realize personalized medicine. In
this way, Minaris Medical will seek to become the company patients
choose by contributing to healthy and fuffilling lifestyles through the
supply of new value in clinical examinations.

Biochemistry and Automated analysis
immunological reagents apparatus
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R&D Strategies

Mission of Creating Value

Inspired by its vision of generating synergies between “Chemistry to Synthesize,” “Chemistry to Formulate,” and “Chemistry

to Think,” to contribute to the production of world-leading products and technologie!

s, Showa Denko is advancing R&D

activities aimed at accomplishing three missions: broadening of technology portfolios to create innovation, promotion of
cross-business technology development, and changing society through long-term R&D projects.

R&D Strategy Policy

With an eye to fulfilling its purpose, Showa Denko will carefully monitor market trends, to expand the range of markets in which it participates,
by combining its expertise in fields of strength where it can differentiate itself on the material level. Furthermore, we will take a hybrid approach
combining “Chemistry to Synthesize,” “Chemistry to Formulate,” and “Chemistry to Think” while enacting a strategy of generating synergies
between the material technologies of Showa Denko and the application technologies of Showa Denko Materials.

Business :

Semiconductor and o
creation/ Bl ic Material Mobility
development ectronic Materials

High-speed Heat
olishing/ Lo manage-
P dielectric
low scratch: ment

Realization of Micro-
Functions fabrication

Weight -
reduction fneng .

X . Cell Interface/ - " g
Offering new Chemistry to ey sUrface Application B‘Iendlr?g/ Matengls Formulation .
functions Formulate [ A p— technology = dispersion  processing echnology
through enhancement
through
t_echnol?gy . Fedimainylby businesses
integration Chemistry to “Fundamental [ Materials Polymers Aluminum
Synthesize Technologies/ & technology u alloy
Materials” business
Chemistry t Machine Organics/ Structure Evaluation/ Computa- &Zamnit:tm zlor:z;:‘:g
SISUVEO structure polymers ) simulation tional b Al MI2
Think ; , analysis ) calcula-  calcula-
analysis  analysis technology science § §
tion tion
Mainly Showa Denko Mainly Showa Denko Materials *1 Al = Artificial intelligence  *2 MI = Materials informatics

As one facet of these efforts, coordination will be
pursued between the teams of the chief technology
officer (CTO), the Chief Strategy Officer (CSO), and
the chief marketing officer (CMO) to create dimension
maps to track the technologies and products offered
by both companies. This approach will enable Technologies
employees from all divisions to better create value for o
customers by effectively combining products and

technologies, the scope of which has become sub- LIEIED

Approach toward Synergies Applied to
Markets Currently Served by Showa Denko
and Showa Denko Materials

Showa Denko’s
Business

stantially larger following the integration, within their Copper- Photosensitive )
clad laminates i Adhesives
. . materials
respective functions.
. . Computation
Multiple projects have been launched to pursue °
short-term synergies in areas such as anisotropic Analysis

conductive films, power modules, CMP slurry, and
heat management. We plan to increase the number
of such projects in the future.
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Expansion through a Combination
of Technologies

Showa Denko’s

business

Electronics
Mobility
Next-generation markets

Based on the measures prescribed for realizing our long-term vision,
in 2022 we will move ahead with efforts to prepare for the complete
integration scheduled for 2023, focused around five priority measures.
The first priority measure is integrated operation through a virtual
organization. We are advancing the substantive integration of functions
through a virtual management approach that will remove the barriers
between R&D organizations a step ahead of other divisions. The second
priority measure is the promotion of projects to generate synergies and
broaden our technology portfolio. In fiscal 2022, we will work to gener-
ate synergies between the technologies of both companies, and these
synergies are anticipated to contribute to higher sales, in the areas of
semiconductor and heat management materials. The third priority
measure is to implement deep-level digital transformation. To this end,
electronic experiment notes and statistical analysis software will be
deployed throughout the Company and a material informatics (MI)
platform will be constructed. We aim thereby to foster a culture of
utilizing accumulated data and promote the evolution of digital tech-
nologies using Ml and process informatics. The fourth priority measure
is the promotion of co-creation. This measure will be advanced through
the pursuit of internal synergies as well as through open innovation
with external partners. The fifth and final measure is the achievement
of carbon neutrality. The path toward carbon neutrality will be paved
by means of our efforts through the new Stage for Co-creation venue
(® p.57) and activities based on long-term R&D themes.

Through such ongoing efforts, we aim to evolve our R&D organiza-
tions to make them vessels of unending innovation by 2030, by
enhancing our R&D activities from a large-term perspective and
broadening our technology portfolio.

Measures for Realizing the Long-Term Vision

 Strategic allocation of resources

¢ Establishment and implementation of technology strategies based on industry
trends and product roadmaps

* Promotion of projects to generate synergies and expand the technology portfolio

* Creation of innovation by broadening the technology portfolio

* Deep-level digital transformation of R&D activities using computational
science and Al

* Construction of platforms to support and reinforce R&D activities to create
future new businesses

* Advancement of cross-business technology development

* Promotion of open innovation and co-creation as a “Co-creative Chemical
Company”

e Creation of a workplace environment that attracts diverse human resources
and is conducive to the development of new pipelines

e Advancement of activities through the Stage for Co-creation venue based on
long-term R&D themes

* Contribution to the realization of a sustainable society through innovation

e Cultivation of a corporate culture emphasizing safety and compliance

Functions of the CTO Team
Management of R&D Corporate R&D activities Oversight of Companywide
activities intellectual property (IP)

« Broadening of R&D activities L
through innovation activities

« Promotion of cross-business unit
technology development

« Acceleration of R&D through
computation, analysis, and
evaluation

 Formulation and coordination of
technology strategies and policies

© Improvement of R&D productivity

* C ion and i
of R&D platforms and system

* Formulation of IP strategies and
coordination with business units

 Research and analysis of IP and
technology information

 Operation and management of [P
systems

Initiatives to Resolve Social Issues as a “Co-creative Chemical Company”

Cultivation of Co-creative Human Resources
As the first step of our efforts to become a “Co-creative Chemical
Company,” it is important to cultivate engineers who can respond ably
to the operating environment and social changes. Moreover, these
engineers must possess an effective understanding of the integration of
our organizations and be proactive in learning about our new colleagues.
Meanwhile, many of our engineers have voiced their desire to
contribute to the resolution of social issues through a new, cross-
organizational network based on their role in supporting the technolo-
gies that are core of the Company. Seeking to protect and nurture this
self-driven spirit of altruism, we have begun initiatives to cultivate
co-creative human resources.

Kagaku no Wa

Kagaku no Wa is an exchange forum that was established to provide
a venue for interactions between researchers from both Showa Denko
and Showa Denko Materials. We anticipate that this venue will provide
a casual environment for researchers to get to know one another,
discuss technologies, and thereby generate synergies. Kagaku no Wa
meetings are held once a month, and a total of roughly 200 people
have participated thus far. Moreover, these activities are giving rise to
new initiatives, such as sustainability forums and statistics study groups.

Technology Forums

Technology forums are arranged as an opportunity for everyone
involved in the R&D process to consider the type of researcher they
wish to become, make new discoveries, and change how they think
and act. It is anticipated that like-minded researchers will gather at

these forums and help each other to work toward their respective
goals. These forums were originally an initiative implemented by
Showa Denko Materials, but the activities have been inherited by the
newly integrated company based on the widespread endorsement of
their spirit among Showa Denko engineers. We have positioned
technology forums as a venue open to free participation by anyone,
regardless of position or rank. Overcoming the limitations imposed by
the prolonged COVID-19 pandemic, we were able to arrange forums
with participation by employees from both companies in fiscal 2021.
Subsequently, an organization committee was assembled in 2022 to
transform these forums into an event that is planned, operated, and
held by volunteer engineers from any company. In fiscal 2022, these
forums included 67 presentations and were attended by 730 people.

Showa Denko engineers: Approx. 750

| Technology forums with Technology coordination

Virtuafl technology || ™ tiipation by both matching _____ |
orums companies )
Open innovation
Integration (Co—crea;i:; r:A:rt:) external
Human resource exchanges Deve|°pm(|3ntw
(secondment) . [ )

Kagaku no Wa

Technology forums Synergy working groups '

Showa Denko Materials engineers: Approx. 1,400
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R&D Strategies
Topics

The Computational Science and Technology Information Center supports
“Chemistry to Think,” which is advocated by Showa Denko through its use
of simulation, artificial intelligence (Al), and Ml technologies. Simulation
technologies are used to formulate highly reliable development polices

The Computational Science and Technology Information Center seeks
to improve its own technical capabilities while democratizing computa-
tional science technologies. To these ends, we are providing systems that
development engineers can use to perform simulations and utilize Al and

based on solid logic and to win customers’ trust with effective explana-
tions of the underlying mechanisms of technologies. Meanwhile, increased
attention has been directed toward Al and Ml technologies in recent years,
and these technologies have helped us to break away from our prior
dependence on intuition and experience to accelerate material develop-
ment. In fact, we have been named among the top 30 companies in the
world in terms of our MI technologies,*' indicating the strong global

presence that we have established in this area.

MI technologies by themselves. We are also cultivating data scientists.
At the same time, we are creating the functions expected of us as an
advanced material partner through data-driven development.

*1 Source: Technology Landscape: Key players in materials informatics, Lux Research, Inc.

*2 Domain-specific (dedication of computation capacity to specified domains) computer
architecture (basic computer design consisting of memory and computing circuits)
specialized in solving computationally intensive combinatorial optimization problems

*3 High-performance computing technologies that are inspired by quantum technology,
although not directly using quantum effects

Quantum computing technologies are being adopted as a means to

enhance our Ml technologies. These technologies can be used to calcu-

late optimal combinations of materials at a speed dwarfing that of conven-

tional methods. Accordingly, quantum computing technologies are key to

determining the optimal combinations of multiple materials in a more
reasonable timeframe when applying MI technologies to the “Chemistry to
Formulate” that is a strength of Showa Denko Materials. Based on this
recognition, the Computational Science and Technology Information

Center has adopted the Digital Annealer*? quantum-inspired technology*?
of Fujitsu Limited and is accumulating expertise to transition to an Ising

model that uses the Digital Annealer for Ml calculations. This approach has

allowed for optimal combinations of semiconductor materials, with a
performance roughly 30% higher than prior combinations, to be selected
from among the 10% possible combinations in mere dozens of seconds. In
this manner, quantum computing allows for optimization that is tens of
thousands of times faster than the optimization provided through conven-

tional methods, which were also restricted by a more limited scope.

Ingredients
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Intellectual Property Strategies

Intellectual property (IP) strategies are intimately
related to business strategies and R&D strategies
and are imperative to a company. Accordingly, close
coordination is pursued between divisions respon-
sible for these three types of strategies to promote
seamless information sharing and co-creative
strategy formulation.

Moreover, the newly integrated company regards
its IP strategies as one of its important managerial
strategies, and formulates and implements its busi-
ness, R&D, and IP strategies in a manner that pro-
motes synergistic resonances among them. We
are also working constantly to build a robust and
broad network of patents for our major business
segments and important products, to maintain our
competitive edge.

The four IP functions of planning and foundations,
technologies and strategies, research and analysis,
and contracts and relationships are housed within
the Intellectual Property Department, to promote IP
activities that inform and promote R&D and business
activities from the standpoint of functions.

IP utilization
The integration of Showa Denko and
Showa Denko Materials has enabled
us to design our patent portfolio
around a wide range of businesses.
The integrated IP divisions are thus
enacting an aggressive IP policy to
strengthen our global IP position.

Management system
Our proprietary SWIPS IP manage-
ment system has been refined to
develop the new SWIPS2 system,
which is capable of integrated
management of the patent portfolios
of both Showa Denko and Showa
Denko Materials. This system is
scheduled to go into effect at the
same time as the integration of the two
companies.

IP analysis / Al
The integration of IP landscape
functions has made it possible to
provide IP-related advice to a wide
range of areas of the organization,
encompassing everything from R&D
to management, while allowing IP
functions to be employed in new
business exploration. Furthermore, we
are strengthening the functions of our
Al-powered patent reading support
systems (ai-PAT and ai-SRT).

Public relations
Public relations activities related to IP
are one way of advertising the
strength of our technology and IP
capabilities. We plan to inform
stakeholders about the synergistic
benefits of the integration of IP, along
with other matters, through future
public relations activities.

Six Pillars of the IP Strategies of the Newly Integrated Company

Patent monitoring

Our patent monitoring system is a
bulwark that protects our operations.
By enhancing this system and how it
is used, we are now able to develop
optimal monitoring systems based on
the circumstances surrounding our
business and our patent strategies.

IP planning
By sharing IP utilization activities, such
as the ToBiWo* IP utilization workshop,
we aim to strengthen the connections
between people as well as the
connections between people and
information and to promote integration.

* Name and associated graphics are
registered trademarks.

v

Support for businesses through IP that informs business activities and R&D and drives management strategies

v

Evolution into a world-leading IP company that coordinates business strategies, R&D strategies,

and IP strategies to create new businesses and grow existing t
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Stage for Co-creation Venue for Long-Term Co-creative R&D Projects with Internal and External Partners

Overview

The Stage for Co-creation” is a venue established in Yokohama City
based on our vision of becoming a “Co-creative Chemical Company.”
As a diverse range of people from inside and outside the Group
gather at this venue to take part in co-creation, it is expected to drive
the creation of new pipelines.

Initiatives based on long-term R&D themes that will contribute to
future generations are being advanced at the Stage for Co-creation,
which also houses three platforms to support and accelerate R&D
activities aimed at creating new, sustainable businesses. The four
R&D centers (Material Science Analytics Center, Computational
Science and Technology Information Center, Process Solution Center,
and Chemicals Assessment & Management Center) that are currently

supporting R&D activities are also engaged in activities using the
Stage for Co-creation.

In addition to long-term R&D themes and platforms, another char-
acteristic of the Stage for Co-creation is cross-business technology
support functions, which link the Company’s various technologies.
These functions allow this facility to create and promote R&D themes
that contribute to the realization of a sustainable society. Furthermore,
the Stage for Co-creation is open to members of the community and
even people from overseas, making it a venue for collaboration and
co-creation among individuals from inside and outside the Group.

* Previously named the Stage for Fusion, the name was changed on May 1, 2022, to clarify

its function as the Stage for Co-creation based on the vision of becoming a “Co-creative
Chemical Company.”

Platforms
Construction of Platforms to Support and Accelerate R&D Activities Aimed at Creating New, Sustainable Businesses

Sustainability

¢ Cultivation of sustainability-based mindsets
inside and outside of the Company through
communication via the Stage for Co-creation

® Provision of a forum to consider what problems
might occur if environmental issues were left
unattended and explore resolutions to issues
through the “Chemistry to Think”

Long-Term R&D Themes

Next-Generation High-Speed Communications Materials

The upcoming 6G (Beyond 5G) world is expected to feature a sus-
tainable society in which everyone can express their humanity and
where people, things, and experiences are seamlessly connected.
Taking a backcasting approach from our vision for 2030, we will
advance integrated development of organic and inorganic composite
materials that cannot be produced using existing technologies (or
refined versions of existing technologies) in the Beyond 5G world.
The Company thereby aims to have developed world-leading
telecommunications technologies by the 2030s.

Inorganics  Organics x .

Next-
generation
“Chemistry to “Chemistry to communica-
Synthesize” Formulate” tions materials

Technology data

e Creation of a database of internal and
external technologies as a platform to
support the transition from R&D based on
experience and tacit knowledge to
data-driven R&D

Coaching and mentorship

e Cultivation of an atmosphere conducive
to ongoing value creation, in which
people from inside and outside the Group
gather based on shared visions, with the
goals of building structures for progress
and meeting new colleagues

Plastic Recycling

The environment surrounding plastic recycling has undergone mas-
sive transformations in recent years. Specifically, significant attention
has been garnered by plastic-to-plastic carbon resource recycling
methods, particular chemical recycling processes capable of produc-
ing recycled plastic with the same qualities as virgin plastic. Showa
Denko is developing waste plastic-to-olefin recycling technologies for
use in promoting carbon resource recycling and transitions in the

raw materials and manufacturing processes for the basic chemical
products that support society.

Development of Waste Plastic-to-Basic Chemical Raw
Material Technologies

A 4
Ethylene, z?lyighy‘fgfé Containers
Naphtha —  propylene, > ppgls/stzyene ’ > and O CO:
BTX ete. and other resins packaging .
Basic chemical Waste
raw materials Plastics plastic

SHOWA DENKO Report 2022

57



58

» b » Strategies

Overall Strategy > Business Strategies > Function Strategies

Marketing Strategies

Mission for Creating Value

The Showa Denko Group conducts marketing activities that entail coordination between Groupwide business and sales
divisions from the perspectives of markets, customers, and regions. In addition, we are developing and utilizing digital tools
to improve the efficiency of marketing procedures, as we seek to generate co-creative projects through the proposal of new
value and the provision of hands-on technical experience to customers.

Policies and Management

Our marketing organizations are actively reinforcing systems for inter-
nal coordination to maximize our ability to propose new value and
provide hands-on technical experience to customers. A particular
focus is the enhancement of regional account management, through
which we seek to maintain an understanding of region-specific cus-
tomer issues so that we can provide optimal solutions. We also for-
mulate and implement cross-divisional marketing plans to enhance
our understanding of markets and applications, in an effort to provide
value that blurs the lines between divisions.

>

‘ Regional Account H Regional Account Corporate Marketing

Planning Department Oversight Department H Innovation Center H Department

‘ I
Platform management J Application management

Development of frame- Planning of shared Formulation and imple-
works to advance growth ~ Companywide marketing mentation of cross-
strategies based on key platform strategies and divisional market
accounts and regions operation of related strategies for focus
Regional strategies, systems markets and target areas
account strategies Digital marketing, of expansion
customer relationship
management, text mining,
dimension mapping

Automobiles, business
development, battery

materials, communica-
tions, new markets

Marketing strategies
Planning of Companywide marketing strategies, definition and management of key
performance indicators (KPls)

Strategies

The integration of Showa Denko and Showa Denko Materials has
greatly increased the breadth and depth of our technology portfolio
and product lineup. We have thus undertaken efforts to allow for
better visualization of the products and technologies of the newly
integrated company, so that employees of manufacturing, develop-
ment, sales, or other divisions can choose combinations more effec-
tively from this massively expanded range of offerings and thereby
create value for customers through their respective functions.
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Innovation Center for Creating Value

The Innovation Center has been established on the 29th floor of
Pacific Century Place Marunouchi in Tokyo, located next to our
Marunouchi office, to serve as a venue for co-creation and
relationship building with stakeholders.

This facility is used as forum for two-way communication
aimed at exploring new themes. Visitors will find hands-on
exhibits that let them experience some of our core technologies,
to facilitate our goal of engaging in co-creation with customers,
business partners, and all of our other stakeholders.

Innovation Center (Chiyoda-ku, Tokyo)

At the same time, marketing divisions are coordinating with sales
divisions to collect information on market technology trends and the
technical issues faced by customers. The market and customer
needs revealed through this process will be addressed with combina-
tions of the newly visualized products and technologies, to propose
value that takes advantage of the unique characteristics of the Showa
Denko Group.

Marketing Platform Development

The global COVID-19 pandemic has made it more difficult for us to
communicate directly with customers, a situation that has placed
increased importance on digital marketing initiatives powered by
digital tools. For this reason, we are developing systems that allow
employees of business and sales divisions to conduct smooth pro-
motional campaigns via marketing activities through digital channels,
such as websites, email magazines, and social media. At the same
time, we are exploring new marketing channels on a global scale.

Companywide Marketing Support Platform

Moreover, customer relationship management systems and initia-
tives for better mobilizing sales divisions are under way with the aim of
facilitating smooth, cross-divisional sharing of sales and marketing
information and improving operational efficiency.

Cultivation Business opportunities

Marketing-use

Physical and cloud server

digital events

advertisements

Business negotiations
Email magazines

- )

Social media

Business card
digitization

Corporate and

external websites

v

Inside sales

Webinars

Cloud-based information sharing

CZIID) pigital Marketing Campaigns

Campaigns Targeting the

Japanese Market

® Almic-can highly secure and esthet-
ically appealing food packaging

e Contribution to reduced use of
plastic for food packaging

¢ Targeted promotions aimed at the food production industry,
conducted by combining email magazines and websites

Campaigns Targeting the
European Market
¢ Low transmission loss-adhesive film
e Contribution to large-capacity,
high-speed electrical equipment
required in next-generation
communications platforms
e Strong reception through webinars advertised via social media

Initiatives to Resolve Social Issues as a “Co-creative Chemical Company”

WelQuick Technology Embodying a Hybrid Approach
WelQuick employs a technology concept for bonding of dissimilar
materials, such as metals and resins, that was born out of co-cre-
ation between polymer field engineers and aluminum field engineers.
In recent years, there has been an increasing need in the field of
material bonding and adhesion to save energy and labor. As such,
customers need joining and bonding processes that are both simple
and time-saving. In addition, “multi-materialization” has become a
keyword in materials development to realize weight reduction or high
strength through the combined use of dissimilar materials such as
resins and metals. In response to such customer and market needs,
we have developed a film-type bonding technology that is easy to
use and provides strong bonding of dissimilar materials based on our
material technologies and interface control technologies for both
resins and metals.

Moreover, WelQuick is easily detached and can be reapplied after
detachment, making it incredibly reusable. This feature, combined
with the lack of a need for volatile organic compounds, makes this a
product that contributes to the realization of a sustainable society.
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IT and Digital Strategies

Mission for Value Creation

In order for us to continue contributing to the sustainable development of global society, we must continue to create new
value through co-creation with internal and external stakeholders. We will evolve and refine our business operations both
internally and externally through advanced and utilization of IT and digital technologies and data. In addition, through the
development of core digital human resources, we will contribute to continuous business improvement and transformation,
competitive enhancement, co-creation with all stakeholders, and the creation of social value.

Policies and Management

We conduct our business under the basic digital transformation policy
of contributing to the enhancement of competitiveness and the cre-
ation of social value through industry-leading IT and digital utilization.

This means that by thoroughly utilizing IT and digital technology,
we will strengthen our innovation and business development capabili-
ties, competitiveness and profitability, and human resource develop-
ment capabilities, thereby contributing to the realization of our vision
of becoming a company that compete globally, a company that con-
tributes to a sustainable global society, and a company that develops
co-creative talent which represents Japan’s manufacturing industry.

To accomplish these objectives, we will reform our operating pro-
cesses in a manner that enables faster and more sophisticated man-
agement decisions and operations, reinvent business models to
develop solutions and businesses that create new value for custom-
ers and society by connecting business chains through data, and
explore and apply innovative IT and digital technologies that transform
society and the Company.

Strategies

To achieve these goals, we will (1) reform business processes to
speed up and enhance management decision-making and business
operations, (2) reform business models to create solutions and busi-
ness models that provide new value to customers and society by
connecting all business chains with data, and (3) explore and apply
innovative IT and digital technologies to bring about major changes in
society and the Company.

At the same time, we will provide a safe and comfortable IT and
digital infrastructure that supports these efforts, connecting people to
necessary information anytime, anywhere, and with anyone, and
promote the development of human resources and an organizational
culture that will enable them to make full use of this infrastructure.

At the same time, we will need to develop digital-proficient human
resources while rolling out digital transformation measures to create
new businesses, improve value in existing businesses, and promote
increased co-creation with customers.
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At the same time, we will support these initiatives by supplying
comfortable and safe IT and digital platforms that can be used by
anyone to access the information they need, anytime and anywhere.
We are also developing human resources that can utilize these plat-
forms along with a corporate culture that facilitates these efforts.

—[ IT and digital technology strategies

—[ Cyber risk management

J
J
—[ IT infrastructure ]
—[ IT applications }
J
J
J

Transformation
driven by IT and
digital technology
in five areas:

é Consel_rl_vatlve %

D 4

R&D, manufactur-
ing, supply chains,
sales and market-
ing, and manage-
ment and
administration

—[ Advanced technology exploration

—[ Digital transformation

technologies

—[Digital technology education and training

Aggressive digital

—[ Data management

Goal of IT and Digital Technology Strategies

* Leading value creation through co-creation together with internal and external partners

* Developing secure infrastructure while utilizing internal and external data

Promotion of open communication through ¢ 0 O
mutual understanding with customers
facilitated via IT and digital technologies

- .y
Development and ’ ‘ $$$ ~ \

utilization of , Promotion of
virtual teams

Development of flexible, simple, \ open innovation
standardized, and systematized processes with

IT and digital technologies
« Utilization of internal and external data
* Exhaustive data structuring and systematization

* Modern systems prefaced on cloud infrastructure
 Focus on high-value-added processes

[ [
Creation of eco-systems for
coordination with suppliers

N ’

Progress toward the Long-Term Vision and Roadmap

We are currently moving forward with measures for integrating sys-
tems and infrastructure in preparation for the complete integration of
Showa Denko and Showa Denko Materials scheduled for January
2023. The consolidation and standardization of the operating pro-
cesses of both companies will be an essential part of the integration.
However, we do not intend to simply have one company conform to
the other’s existing systems. Rather, our top priority will be to exam-
ine, through a concerted effort, the approach toward digital transfor-
mation that will allow the newly integrated company to utilize IT and
digital technologies in the manner that is best suited to realizing the
processes deemed ideal.

Initiatives Founded on Basic Digital Transformation Policy

Become a value co-creation
leader: Strengthen competitive-
ness and adaptability with IT and
digital technologies

Contributions to
corporate growth

Accumulation and utilization of data as the foundation for social value
 Establishment of foundations for reforms e Integration of data platforms e Data governance e Information security

By reinforcing our operating platforms and promoting ongoing
digital transformation, we aim to create three business chains com-
prised of information on items along the supply chain, information on
technologies along the engineering chain, and the circular chain that
contributes to society. These three chains will be linked to facilitate the
Company’s efforts to become a leader in value co-creation activities
for a changing society with the power of chemistry. IT and digital
technologies will be used to support these efforts.

Provision of
new customer value

* Business reforms
o Creation of value by linking business chains

* Promotion of process reforms

 Operational efficiency improvement

* Management-level decisions and swift and
sophisticated decision-making

* Digital-proficient human
resource development

* Enhancement of digital transformation functions
* Allocation of human resources to centers of excellence

Measures and KPIs to Address Material
Sustainability Issues

The newly integrated company must provide value to society in
order to continue growing and improving its corporate value. Digital
technologies will be imperative to this undertaking.

Material sustainability issues related to digital technologies include
improving the efficiency of the process of identifying social and cus-
tomer needs through digital marketing, accelerating R&D activities for
contributing to the resolution of social issues through digital transfor-
mation, and utilizing big data-powered IP analyses in management
strategies. Looking more broadly at our corporate activities, we also
must develop and utilize the digital platforms necessary to support
our business activities in relation to data-driven management made
possible through data linkage, digital supply chains, smart factories,
digital sales, and digital offices. Accomplishing these objectives will
require that we embrace the latest IT technologies while heightening
the digital maturity of our organization from the perspective of overall
optimization. Accordingly, ongoing efforts are being made to supply
employees with digital infrastructure and to provide education and
training related to such digital technologies.

Two KPIs have been defined to gauge our level of digital maturity:
the maturity of data management and analysis on a team and division
basis, and the digital literacy of employees.

2023-24 2025-26
* Entrenchment of digital transformation activities
o Creation of value

Initiatives to Resolve Social Issues as
a “Co-creative Chemical Company”

Inventory Management through Introduction of T-Al
Products must be delivered within the timeframe indicated by the
customer, and this requires that we secure inventories matched to
customer requests and based on our production capacity. At the
same time, however, inventories must be maintained at an appropri-
ate level to prevent surpluses. To address these contradictory require-
ments, we introduced the T-Al system, which is based on the ARIMA
model. Having input historic inventory, production, and shipment
data, this system can predict future demand, including how seasonal
or other factors may cause demand to fluctuate. These predictions
make it possible to improve the accuracy of production plans, which
were previously dependent upon the experience and intuition of our
staff, while reducing the amount of work needed to formulate these
plans. Production representatives are thus now able to accelerate the
cycle of revising production plans in response to changing trends and
to increase the frequency of such revisions. This greater ease in plan-
ning has better equipped us to respond to customer requests while
maintaining appropriate inventory levels.

The T-Al system is applied to varnish, acrylate, and other
product lineups.

Demand Prediction Using T-Al

Trend wave

Total stock

stock by ¢
T-Al

e:|Maximum error |
= Safety stock by human planning
» Time
(hours)
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Measures to Combat Climate Change

(Disclosure in Line with the TCFD Recommendations and Carbon Neutrality Initiatives)

Basic Stance and Policies

Although it uses fossil raw materials and fuels in its product manufacturing processes and emits a considerable amount of greenhouse

gases, the Showa Denko Group has many products that contribute to energy conservation and to the carbon cycle. We regard measures to

combat climate change as a management priority in terms of both risks and opportunities. In May 2019, we announced our endorsement of

the recommendations of the Task Force on Climate-related Financial Disclosures (TCFD). In accordance with these recommendations, we
are promoting sound dialogue with our stakeholders while evaluating risks and opportunities related to climate change and conducting

scenario analysis to inform initiatives that enhance our resilience.

Governance and Risk Management

Climate change and other sustainability initiatives are overseen by the Group
CEO and promoted by the Group CSO. Meanwhile, strategies to mitigate
climate change risks and contribute to the greater society are discussed
regularly by the Sustainability Promotion Council, which includes the CEO
and other chief officers, after discussion by a Groupwide carbon neutrality
project team. Opportunities are emphasized alongside risks in these
discussions. Information on climate change and other risks with the poten-
tial to significantly impact the management of the Company is registered in
an integrated manner in our risk management system via Companywide
risk assessment activities. Top risks, those risks deemed to have a particu-
larly high frequency or potential degree of impact, are evaluated through
discussion by the dedicated Risk Management Committee. Important
matters examined by the Sustainability Promotion Council and the Risk
Management Committee are submitted to the Management Committee for
deliberation and decision before being reported to the Board of Directors.

Strategy and Scenario Analysis

Our assessments of the potential impact of climate change on our busi-
nesses were conducted with a focus on data centers. Under the scenarios
projecting average global warming of 2°C and 4°C above pre-industrial
levels, demand for semiconductors and hard disks (HDs) is expected to
grow in conjunction with the data center market, as the digitalization of

society advances. However, these scenarios do not present hope for a
large increase in the electricity supply as society transitions to low-carbon
energy sources, meaning that governments will likely be providing active
support to energy-saving undertakings, and customers’ desire for energy
conservation options can thus be expected to grow.

Accordingly, there will be a need to reduce the energy consumption of
equipment, such as central processing units (CPUs), graphics processing
units, memory, HDs, and power supplies at data centers. As semiconduc-
tors become more intricate, their energy-saving benefits increase rapidly.
Showa Denko is therefore poised to contribute to energy savings by
enhancing the precision of its CMP slurries and high-purity etching gases.

However, there is a limit to the degree to which the intricacy of CPUs
can be increased. This is one of the reasons we launched the JOINT2
consortium, which is tasked with accelerating development of semicon-
ductor material technologies that contribute to energy savings through
higher package density and smaller distance between circuits in back-end
semiconductor production processes.

Looking ahead, we anticipate an increased range of opportunities for use
of our materials. For example, we have embarked on collaborative initiatives
with an affiliate in the optoelectronics field, which is expected to produce
next-generation energy-saving technologies. Other opportunities can be
seen in the rising capacity of HD media and the move toward SiC devices
for power supplies in response to the popularization of electrified vehicles.

Climate Change-Related Risks and Opportunities and Major Response Measures
Recent scenario analyses led us to update the identified risk and opportunities in the semiconductor and electronic materials domain. In this domain, addi-
tional decarbonization initiatives will be needed, but there are also significant opportunities on which to capitalize, as this area represents one of our Core

Growth businesses.

Climate Change-Related Risks and Opportunities and Major Response Measures (The following is a selected extract—please see our website for full details) (=1 Z:1)

Impact of climate change Domain Risk  Opportunity Response

Increase in tax (cost) due to the introduction of carbon pricing O

 Revision of GHG emissions reduction targets for 2030 and establishment of the roadmap (@ P.63)
« Carbon neutrality initiatives pertaining to chemicals and petrochemicals (3) p.63)
* Participation in the GX (Green League

Increases/decreases in sales due to changes in consumer behavior and o
awareness

 Promotion of products, development of new products, and improvement of competitiveness in response to the needs of a
decarbonized society

. of R&D based on long-term themes at the Stage for Co-creation (new research facility) (3) p.57)

Greater request for initiatives and di related to decarbonizati Al business e)
from customers domains

 Establishment of life cycle assessment and carbon footprint calculation frameworks (@ P.64), tracking of CO2 emissions, and
ion of reduction plans

Transition risks
and opportunities

(EELCEAN Government policies supporting decarbonization initiatives of companies O
scenarios)

* Development of eight-inch SiC wafers for next: ion green power
Innovation Fund project) (@) p.44)

* Dy of a low- ion CO2 ion system employing an innovative separation agent (adopted as part of the
NEDO Green Innovation Fund project) (@ P.52)

 Rei of the global semi material supply chain (adopted under the Ministry of Economy, Trade and Industry
subsidiary program for overseas market survey projects for building resilient supply chains in the Indo-Pacific area)

(adopted as part of the NEDO Green

Response to technological innovation and reductions to the electricity 0
consumption of semiconductor devices Semiconductor

 Establishment of the JOINT2 consortium to develop next: i i package jies (adopted as part of the
advanced semi ing project under the NEDO post-5G telecommunications system
platform reinforcement R&D program) (@) p.45)

and electronic

. of standard conformity of product designs, and developr of low-carbon products

Growing demand for energy-saving, next ion power semi in materials
conjunction with an increase in data processing volumes brought about by @)

 HD media R&D to reduce electricity consumption of data centers
 Response to increased demand for SiC power semiconductors

Physical risks
and opportunities
(4°C scenario)

Suspended operation of manufacturing sites due to flooding, and decrease in All business o
profit caused by an increase in the equipment repair cost domains

 Analysis of flood risks at manufacturing sites
* Regular risk identification and reduction activities, and enhancement of business continuity planning
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Indicators and Targets

In preparation for the upcoming integration, we reviewed our greenhouse gas emission reduction targets for 2030 in 2021 and set the target of a 30%
reduction relative to the 2013 level. We will review the medium- to long-term plans made for each of our sites, aiming at the creation of a low-carbon econ-
omy, and set the medium-term targets for our overseas Group companies. To achieve our greenhouse gas emission reduction targets for 2030, we will
further reduce our greenhouse gas emissions and promote energy conservation. Carbon neutrality will also be pursued leading up to 2050, to accomplish
the goal of becoming a company that contributes to a sustainable global society as put forth by our long-term vision.

Roadmap to Carbon Neutrality in 2050

Present [ 2080 (30% reduction vs. 2013) | ( 2050 (carbon neutrality) ]
(Emissions Implementation to achieve 2030 targets > Tackling carbon neutrality Net zero
source) Convert COz into

araw material

Implement/expand chemical recycling

Achieve energy conservation and

o Processes * Raw materials/fuels conversion ) i o ;
Emissions in o Streamlining/high efficiency r;?;::;:flei:sy via innovative
tandem with * Energy conservation 9
proprietary Improve elect
production
activities Thermal . Fuel conversion and mixed
(Scope 1) power Fuel conversion combustion
' (Gas fuels, renewable )
generation energy) (Ammonia and hydrogen use)
facilities
Consider switch to extern
External * Reduce amount of use, includ-
purchasing Electricity ing energy conservation and the
£ dst realization of high efficiency
s nergy2) andstean * Switch to renewable energy
cope

power sources

¢ Up to 2030, promote initiatives for rigorous streamlining, increased efficiency, energy conservation, and conversion to gas fuels (high-efficiency co-generation system)

* Promote technology development for new GHG capture and utilization processes and sustainable plastic chemical recycling

* From 2030 to 2050, promote in earnest initiatives for fuel conversion/mixed-combustion using ammonia and hydrogen, and electrification of production processes

* Promote utilization of private hydroelectric power and shift to renewable energy power for use in production

* Aiming to achieve carbon neutrality, promote the development of innovative GHG capture/utilization technologies, utilization of recycled GHG as chemical materials,
and implementation of sustainable plastic chemical recycling technologies

Path to Carbon Neutrality Centered on Petrochemicals and Other Chemicals

The Chemicals segment provides products that are indispensable to society. At the same time, however, it emits more greenhouse gases during its produc-
tion processes than other segments. For this reason, petrochemical and other chemical operations will be a central focus of our efforts to achieve carbon
neutrality. Up until 2030, our pursuit of carbon neutrality will involve building upon existing technologies centered on those for conserving energy and
switching to new energy sources. R&D efforts looking toward 2050, meanwhile, will include the low-concentration CO- separation system employing an
innovative separation agent that was adopted by NEDO under its Green Innovation Fund. [ CIWEB |

Roadmap for Petrochemicals and Chemicals Businesses Road to Carbon Neutrality

(Thousands of t-COz)

Greenhouse gas emissions

Formulation of reduction measures for the Oita Petrochemical Complex and Kawasaki

Plant, contributors of a large portion of Companywide emissions 4,000 Reformatthe Oita
Petrochemical Complex H I
i : 3,851 30% reduc-
Oita Petrochemical Complex J 48é ———————— tion from the
. ) . level of 2013 i
Energy saving (Improve Conversion of energy Conversion of materials Change in the olefin 3,000 el [ Solutions found
efficiency and yield) sources production method Reformat o through an innovative,
Conversion of raw y Conversion of energy sources the
materials Carbon credits, efc. (Utilization of carbon-neutral fuel, etc.) Ka;\ll::?kl new technology system
Carbon dioxide capture, " 2,000
utilization, and storage Carbon credits, etc.
2030 2050 > 1,000
Thermal power plant Thermal power plant Net zero
Shift to low-carbon fuel Shift to low-carbon/carbon-neutral fuel [T
2013 2021 2030 2050

Kawasaki Plant

o Note: Figures represent the total of Scope 1 and Scope 2 emissions for Showa Denko

i i ) i (consolidated in Japan) and Showa Denko Materials (non-consolidated).
Promote independent measures while searching for solutions through

co-creation with stakeholders
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Topics

Graphite Electrode Production through Renewable Energy Use

Our Omachi Plant, which produces graphite electrodes, has three hydroelectric power generation facili-
ties (Aoki, Tokiwa, and Hirotsu) that utilize the region’s shared water resources. Hydroelectric power
generation is a reliable, low-carbon source of electricity. In April 2022, this plant also shifted to power
sources, certified as not being generated using fossil fuel for electricity purchased, to supplement that
procured through hydroelectric power generation. Following the example of the Omachi Plant, our
mother factory, we are promoting similar renewable energy initiatives in Europe.

The Omachi Plant is located in Omachi City, Nagano Prefecture, which became the first municipality
to be recognized by the Japanese government as evolving into a futuristic city based on the principles of
the SDGs in July 2020. Accordingly, this city has unveiled a plan of becoming a sustainable city with
plentiful water nurturing co-creative partnerships inspired by the SDGs. Showa Denko is supporting this
plan by providing all of the water from the 36 km of waterways it manages for hydroelectric power gen-
eration purposes for use in agriculture or daily use by community members. In addition, we are using big
data to examine ways to maximize the output of our hydroelectric power generation systems, as part of
our efforts to promote the effective use of water together with the community. - y

Further efforts to reduce greenhouse gas emissions will be taken in the years ahead. These efforts will ) - #1 . I

Hydroelectric power station of the Omachi Plant
not be limited to the use of renewable energy and may involve conversion to more eco-friendly fuel sources. (Hirotsu)
Through these initiatives, we will supply graphite electrodes produced using an eco-friendly process.

Greenhouse Gas Abatement Systems

We are developing exhaust gas abatement systems that treat perfluorochemical (PFC) gases, which
have a particularly high greenhouse effect coefficient, to contribute to reductions in emissions of green-
house gases. To date, more than 1,200 of our systems have been delivered around the world. PFC
gases are used in processes such as semiconductor etching, and the Company produces and sells
high-purity PFC gases as a product. Semiconductors are crucial components found in various products
used throughout society. As a chemical manufacturer, we seek to minimize the negative impacts of
manufacturing processes on the global climate. We are therefore ramping up foundational development
activities for catalysts and chemicals that are more effective at preventing emissions of harmful gases. On
this front, we have concluded a joint development agreement with a South Korean abatement system
manufacturer, to help us redevelop our product lineup in accordance with requirements of countries
around the world. This company has succeeded in commercializing combustion-type and plasma-type
abatement systems and boasts superior mechatronics and engineering capabilities. These strengths are
anticipated to lead to technical synergies with Showa Denko, which itself has strengths in the field of
chemicals, and thereby help us to combat global warming through improvements to existing equipment,
cost reductions, and enhancements to systems for local production and consumption.

Life Cycle Assessment and Carbon Footprint Initiatives

Life cycle assessments are a means of quantitative evaluation of the environmental impacts of products
and services throughout their entire life cycle, or within a specified portion of this life cycle. At Showa
Denko, we base life cycle assessments on our accumulated experience and insight to use assessments
as one facet of our establishment and construction of systems, in preparation for the upcoming integration.
Specifically, we are developing frameworks to apply life cycle assessment methodologies to measure the
total amounts of greenhouse gas emissions (carbon footprint) associated with individual products. For

Product Life Cycle

Raw
material
procure-
ment

example, life cycle assessments have been commenced to quantify the greenhouse gas emission reduc- Recycling Material
tion benefits of the recycling technologies that utilize waste plastic at the Kawasaki Plant. We have also

been expanding the scope of these assessments beyond products to apply these methodologies from Recovery

the R&D phase, and plans have been formulated to begin performing life cycle assessments of R&D Disposal

activities in 2023. Contracts have been concluded with external life cycle assessment experts to provide
guidance to support our implementation of these activities, allowing us to receive advice on our assess-
ment methodologies. Moreover, we participate in the life cycle assessment research groups of external
organizations, to coordinate with external experts and other companies through research on concrete
case studies.
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Environment

Policies and Management

Showa Denko has defined the basic policy for its responsible care activi-
ties (@ p.66) as being considerate of health, safety, and the environment
throughout all stages of product life cycles, and we are working to reduce
environmental impacts across product life cycles in accordance with this
policy. As a chemical company, we of course seek to minimize the mis-
sions of hazardous substances, waste, and pollutants and to fulfill our
responsibility as an emitter of such substances. We are also going a step
further to appropriately assess the impact of our business on the environ-
ment and to implement measures for preserving the environment based
on the findings of such assessments, while contributing to the pursuit of
carbon neutrality and to the resolution of social issues.

The CEQ is the highest authority for environmental preservation

Strategies

One of the material sustainability issues defined in the Company’s long-term
vision is “gain social credibility through responsible business management.”
Our efforts to address this issue include a range of environmental initiatives.
Environmental management pertaining to environmental risks —such as
global warming, waste, and water, air, soil, noise, and vibration pollution—
is being improved based on our responsible care policies and through
initiatives to develop supply chain-spanning monitoring systems and
effective environmental risk management systems. With especially strong
environmental management systems overseas, the newly integrated
company is promoting environmental preservation on a global scale.

The following KPIs have been defined in relation to material sustainability
issues along with targets for 2025, which we are steadily working toward.
Greenhouse gas emissions (Scope 1 + Scope 2) @ P.25

Priority measures Targets for 2025

1) Greenhouse gas emissions 1) 30% reduction in greenhouse gas emissions (Scope 1 +
(carbon neutrality declaration) Scope 2) from fiscal 2013 (consolidated)
2) Industrial waste sent to landfills * Target for 2030
3) Environmental accidents 2) 0.5% or less in Japan, 5.0% or less outside Japan
3) Zero environmental accidents (consolidated)

activities, and it is the CEO who leads us in shaping the responsible care
policies that form the basis of our environmental preservation activities and
in communicating these policies inside and outside the Group. Business
divisions and sites are responsible for advancing environmental preservation
activities based on these policies, while our headquarters offers support
for these activities. Moreover, information on the status of environmental
management is shared at regular meetings of the Responsible Care
Promotion Council and the Management Committee. These meetings are
also used as an opportunity to set Groupwide environmental preservation
activity targets, which are then deployed to business sites. Business sites
advance environmental preservation and management activities based on
the details of responsible care plans formulated by the site manager.

Ratio of Industrial Waste Sent to Landfills
(%)

1.5
1.0
05 0.38 0.39
.32 . .
\MJS\MZ/
0.18
0 2017 2018 2019 2020 2021

== Showa Denko (consolidated in Japan) (Excluding Showa Denko Materials)
== Showa Denko Materials (non-consolidated)

Results in 2021

1) 10% reduction for Showa Denko and 0.5% reduction for Showa Denko Materials from fiscal 2013
2) 472 tons out of 135,000 tons of industrial waste sent to landfills, for a ratio of 0.35%
(Showa Denko [consolidated in Japan] + Showa Denko Materials [non-consolidated])
3) Zero accidents (Showa Denko [consolidated in Japan] + Showa Denko Materials [non-consolidated])
(Global information collection frameworks to be developed)

Environmental Measures in Kitakata City

Surveys of soil and underground water at our production base in
Kitakata City, Fukushima Prefecture, revealed that the content of fluo-
rine and other substances in soil and underground water exceeded the
regulatory standards on the premises as a result of past operations.
This fact was reported to the Fukushima Prefectural Government in
December 2020, resulting in the site being designated an area

which requires action in accordance with the Soil Contamination
Countermeasures Act. Environmental response measures based on
this act have been implemented since 2021.

Minamata Disease in Niigata Prefecture

With regard to Niigata Minamata disease, which was officially recog-
nized in 1965, we maintain an awareness of the significant scale at
which substances emitted by Showa Denko have caused damage to
the victims and residents of neighboring areas through contamination
of the Agano River, and we are committed to collaborating with the
Japanese government as well as local governments in order to cope
with this issue with sincerity, and to provide solutions in accordance
with the Pollution-related Health Damage Compensation Law and
other relevant laws and regulations.
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Occupational Health and Safety

Policies and Management

At the Showa Denko Group, occupational safety activities are posi-
tioned as part of our responsible care activities and are thus advanced
under our responsible care system. The basic philosophy of our
occupational safety activities is to place safety as our top priority. We
are therefore promoting the development of a workplace environment
in which all employees can work safely, in good health, and with
peace of mind.

Occupational safety activities are overseen by the president, and
safety meetings are held once every two weeks, in principle, with an
emphasis on delivering bad news fast. These meetings serve as an

Strategies

We seek to develop a globally applicable system to prevent occupa-
tional and equipment-related accidents based on a risk management
approach. The global regulations that will form the basis for this
system are scheduled to be formulated within 2022, with the goal of
putting the actual system into effect in 2025. Specific provisions to
mitigate occupational accident risks will include enhanced occupa-
tional health and safety and equipment maintenance risk assessments,
ongoing improvements to management systems, and sharing of
accident information to prevent the occurrence of similar accidents.
The positive elements of the occupational safety activities of both
Showa Denko and Showa Denko Materials will be incorporated into the
standards for the newly integrated company, and these standards will
then be deployed on a global scale. Furthermore, KPIs will be defined
for these activities to monitor their progress and drive improvements.

Priority measures

Targets for 2025

1) Fostering of a culture
emphasizing safety
2) Occupational accidents
3) Lost time incident rate
4) Equipment-related
accidents a 10-year period at a site with 500 employees)
4) Zero serious equipment-related accidents (consolidated)

improvement seen in results)
2) Zero serious occupational accidents (consolidated)

1) Establishment of a culture emphasizing safety to eliminate occupational
accidents (measured through global employee awareness surveys and

opportunity to communicate information regarding safety within the
Group to management, and for management to provide guidance to
be disseminated throughout the Group. In addition, forums for dis-
cussions regarding occupational health and safety between labor
and management are arranged at the business site and at the
Companywide level. We thereby facilitate discussions and workplace
patrols related to occupational health and safety by members of
management and labor unions, creating a unified front between labor
and management to promote occupational safety.

At the same time, we will integrate the training programs of both
companies to facilitate the cultivation of human resources with high
levels of safety awareness to support these systems and activities.
We thereby aim to foster people, workplaces, and cultures with a
strong emphasis on safety. In addition, a safety awareness survey will
be conducted as necessary to gauge the level of entrenchment of our
desired culture of safety, to highlight any issues that might exist, and
to facilitate ongoing system improvements.

We have also set the targets of zero occupational and equipment-
related accidents, including accidents that do not result in lost
work time. Meanwhile, initiatives are being implemented based on
the following KPlIs related to material sustainability issues in our
long-term vision.

Results in 2021

1) Identification of potential risks and advancement of safety measures

2) 0 (Showa Denko [consolidated in Japan] + Showa Denko Materials [non-consolidated])

3) 0.13 (Showa Denko [consolidated in Japan] + Showa Denko Materials
[non-consolidated])

3) 0.1 or less (consolidated, equivalent to zero accidents resulting in lost time over | 4) 0 (Showa Denko [consolidated in Japan] + Showa Denko Materials [non-consolidated])

Lost-Time Incident Rate (LTIR)
(%)
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Responsible Care Initiatives

Responsible care initiatives entail voluntary action to protect safety,
the environment, and health across the entire life cycle of chemical
products, which ranges from development to manufacturing, distribu-
tion, use, final consumption, and disposal. We are always pursuing
higher levels of quality in our chemical products, to ensure that they
can be used safely and with peace of mind. At the same time, we
seek to earn greater levels of trust from stakeholders through

active engagement.

Based on our belief that safety must be our top priority, we are
working to accomplish targets related to occupational health and
safety, climate change and other environmental activities, and quality
and chemical management.

Quality Assurance

Policies and Management

Guided by our policy of providing world-class quality that contributes
to the sustainable development of society, we are reinforcing global
quality assurance governance and pursuing ongoing improvements
through concerted Company efforts as we integrate regulations and
measures to build the quality assurance frameworks of the newly
integrated company. We are also targeting higher levels of quality
awareness through the consolidation and expansion of quality training
programs, to stimulate the growth of organizations and the people

Strategies

The following priority quality assurance measures are being imple-
mented on a global scale. In addition, our long-term vision defines
KPIs for material sustainability issues. Initiatives are underway based
on these KPls.

Priority Measures

1. Maximization of value provided to customers and society

We will track the results of evaluations of the Company by customers.
2. Reinforcement of global quality assurance governance

Two-way communication will be practiced as we strive to establish
governance systems and quality information sharing frameworks that
match the needs of specific businesses and regions, to create a
global quality management system and ensure that this system is
reflected effectively in the activities of bases.

Priority measures Targets for 2025

1) Product-related accidents
2) Quality compliance violations
3) Product stewardship

1) Zero product-related accidents (consolidated)
2) Zero violations (consolidated)

3) 100% implementation rate for chemical management risk assessments* (consolidated)

who support them. By building frameworks and heightening aware-
ness in these manners, we will foster a culture that emphasizes quality.
The chief quality officer (CQO) leads an oversight organization that
houses functions related to formulating quality-related strategies and
systems, managing these systems, conducting monitoring, and
promoting globalization and IT system development. Improvements in
these areas are pursued through the implementation of a PDCA
(plan—do—check-act) cycle via coordination with business sites.

3. Pursuit of ongoing improvements through concerted
Company efforts

(1) Steps are being taken to develop frameworks for assessing and
mitigating product quality risks across product life cycles, to
prevent accidents arising from quality safety issues.

(2) Information on the lessons to be learned from complaints is man-
aged in an integrated manner, to develop frameworks to prevent
future complaints.

(3) Digital transformation methodologies related to quality manage-
ment, such as automatic uploading of inspection logs, are being
used to facilitate improvements in this area.

4. Stimulation of the growth of organizations and the people who
support them

Quality compliance training programs employing case studies of

actual violations are conducted on an ongoing basis, to foster a

culture of diligent manufacturing throughout the organization.

Results in 2021

1) 0 (consolidated)
2) 0 (consolidated)
3) 55% (Showa Denko (non-consolidated))

* Assessed through GPS safety summaries (GSSs) of priority risk assessment substances (62 substances stipulated by the Company in 2019)

Topics

Showa Denko was presented with first prize in the fiscal 2021Japan Initiative of Product
Stewardship (JIPS) award program organized by the Japan Chemical Industry Association
(JCIA). This program recognizes member companies of the association that have conducted
superior initiatives as detailed by their disclosed safety activity summaries, which is one of the
voluntary activities encouraged for chemical management. Our receipt of this honor is thought
to be a reflection of our sequential risk assessments of high-priority substances from among the
chemicals we manufacture and sell, as well as our proactive disclosure of the results of these
assessments. The safety activity summary we prepared in 2021 contained the results of 30 risk
assessments, and this summary was made available through the JCIA BIGDr chemical risk

assessment support portal.

In 2022 and beyond, we will continue these activities as a newly integrated company,
implementing ongoing improvements to the content of our safety activity disclosure to help

stakeholders better comprehend our efforts.
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Sustainable Procurement

Policies and Management

The Showa Denko Group aspires to build long-term relations of trust
with suppliers and contribute to the realization of a sustainable society.
To this end, we adhere to high ethical standards in our procurement
activities and develop fair and impartial procurement frameworks to
promote responsible procurement activities. We also strive to develop
sustainable businesses across the supply chain, ranging from raw
material procurement to manufacturing, sales, and distribution.

As we work toward the full integration of Showa Denko and Showa

Strategies

In its procurement activities, the Group is committed to exercising
social responsibility with regard to the environment, human rights, and
compliance from a global perspective. To this end, we have established
procurement guidelines detailing the initiatives that we want suppliers to
join. Adherence to these guidelines in collaborative activities is antici-
pated to lead to improved corporate value for both parties. Moreover,
the CSR procurement guidelines issued by Showa Denko and Showa
Denko Materials were integrated and revised in 2022 to enhance our

Priority measures

Targets for 2025

Improvement of communication quality through Improved response rates
supplier self-assessment questionnaires

Denko Materials as a corporate entity, we are moving ahead with the
integration of our procurement policies, supplier screening standards,
procurement procedures, and procurement regulations through the
Purchasing & Distribution Subcommittee. This organization is staffed
by representatives of the procurement divisions of Showa Denko and
Showa Denko Materials under the guidance of the chief operations,
manufacturing, and engineering officer (CMEQ). In addition, important
meetings and training programs have been held jointly since 2021.

competitiveness on the global stage as a newly integrated company,
to form the Sustainability Procurement Guidelines. We aim to spread
awareness among suppliers of the new guidelines in the years ahead.

In addition, our long-term vision defines the following priority

measures for material sustainability issues, and we are working to
advance these measures.

Results in 2021

Began formulating the Sustainability Procurement Guidelines for the newly integrated

Higher rate of suppliers exceeding the satisfactory threshold company (established in 2022, with awareness raising activities underway)

Initiatives in 2021

Showa Denko previously requested that all of its suppliers comply
with the Showa Denko Group’s CSR Procurement Guidelines. To
raise suppliers’ awareness with regard to our sustainable procurement
activities, we asked new suppliers to fill out CSR self-assessment
questionnaires when starting business with us, and we requested
major existing suppliers to do so once every three years. Additionally,
each year we visit around 40 suppliers to conduct on-site CSR
inspections, during which we speak with them about their
environmental, human rights, compliance, and other initiatives.

The results of CSR self-assessment questionnaires and on-site
CSR inspections have been aggregated, and applicable suppliers
were provided with feedback reports that clarified their standing
relative to the average of all suppliers and of their own business cat-
egory and provided advice on making improvements. These activities
are positioned as the pillars of our supplier risk assessment activities,

Results of Supplier CSR Self-Assessment in 2021
Number of respondents: 327 companies Average score: 65.4

and in principle we conduct supplier risk assessments for all items
and services that we purchase.

Concurrently, Showa Denko Materials distributed its Supply Chain
CSR Procurement Guidelines to new suppliers when starting busi-
ness with them and asked them to submit a report on the completion
of checking as part of efforts to raise awareness among suppliers. In
the future, efforts will be advanced as a newly integrated company
based on the KPIs defined in our long-term vision.

In addition, we issued a declaration to voluntarily take actions
based on our endorsement of the principles of the white logistics
movement aimed at improving working conditions in the logistics
industry advocated by the Ministry of Land, Infrastructure, Transport
and Tourism; the Ministry of Economy, Trade and Industry; and the
Ministry of Agriculture, Forestry and Fisheries. Initiatives are underway
in accordance with this declaration.

Score Number of companies (%) Improvement efforts
50 or more 239 companies (73%) Were requested to work on matters that needed improvement and pursue higher-scoring initiatives
301050 78 companies (24%) Were requested to work on matters that needed improvement, and were offered Showa Denko’s proposal on improvement measures
Note: Visits made as needed, to exchange opinions on efforts on both sides and check improvements with the next self-assessment.
Below 30 10 companies (3%) Were requested to work on matters that needed improvement, and were offered Showa Denko’s proposal on improvement measures
Note: Visits made as needed, to discuss early improvement and check improvements with the next self-assessment.
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Compliance

Policies and Management

The Company believes a compliance philosophy that emphasizes adherence
to both laws and soft law standards is imperative for the continuity of its
business. Accordingly, we are implementing systems and initiatives to entrench,
throughout the organization, an ethical standard based on honesty, impar-
tiality, and integrity alongside our commitment to compliance with the laws,
regulations, and social norms of every country and region that we serve.

Strategies

The newly integrated company will focus on introducing and enacting
global compliance standards over the medium to long term, with the goal
of gaining social credibility through responsible business management. In
addition, a new code of conduct will be prepared and its understanding
and awareness promoted. We will also seek to increase recognition of our
Corporate Ethics Hotline, so that we can protect our reputation and
improve the ability of the organization to combat internal misconduct.

Group Code of Conduct

A project team comprised of employees from both Showa Denko and Showa
Denko Materials is currently in the process of formulating a code of conduct
that will set forth the minimum required standards of actions and the rules
we will expect all members of the newly integrated company to observe.
This code of conduct is scheduled to be announced during our annual
Corporate Ethics Month in October 2022. We plan to prepare Japanese-,
English-, and Chinese-language versions of this code for the announce-
ment, which will then be used to promote understanding of and adherence

Priority measures

Targets for 2025

1) Entrenchment of the Group Code 1) Increase workplace communication opportunities and number of

of Conduct participants
2) Penetration of Group global

compliance standards number of reports through the whistleblowing system

2) Reduction in number of serious legal breaches and increase in

The upcoming milestone of the corporate integration of Showa Denko
and Showa Denko Materials, scheduled for January 2023, is being posi-
tioned as an opportunity to instill awareness of corporate ethics and
compliance among all Group employees. We will also be examining
methods of installing and operating frameworks to appropriately monitor
the state of compliance.

to the new code of conduct among all Group companies.

Furthermore, code of conduct booklets are scheduled for production.
These booklets will be used as a tool to facilitate a deeper understanding
of the code and help employees reflect this code in their daily business
activities and everyday life. Meanwhile, our annual Corporate Ethics Month
will continue to serve as a time to promote understanding of the code
through the Group.

Corporate Ethics Hotline Consultation and Whistleblowing System
Showa Denko and Showa Denko Materials have set up compliance hot-
lines that are available to all stakeholders who wish to seek consultation or
report any issues regarding compliance. The two companies, moreover,
make proper and prompt responses to such reports, with due consider-
ation to confidentiality and the prevention of disadvantageous treatment
of hotline users. As for serious cases, all matters, from reporting to
investigation to corrective and preventive measures, are reported to the
Management Committee and the Board of Directors.

Results in 2021

1) Commencement of the formulation of the new Group Code of Conduct (scheduled for
completion in 2022)

2) Commencement of the formulation of global compliance standards (introduction completed
in 2022)

Initiatives Based on Our Human Rights Policy

The Showa Denko Group Human Rights Policy was established in 2021. All employees are expected
to conform their actions to this policy, and we request that suppliers and all other business partners
adopt the spirit of the policy. We also continue to build upon human rights due diligence activities in

accordance with this policy.

In 2021, focus was placed on risk assessments of Showa Denko Group employees in Japan and
on process assessments of sustainable procurement activities. Any human rights issues discovered
through these assessments will be addressed through concrete improvement activities, including
training to raise awareness, revisions to regulations, and reforms to procurement processes.

In 2022, we expanded the scope of human rights due diligence activities to include overseas
Group employees, workers with non-direct employment schemes in Japan and overseas, and the
supply chain in its entirety. This move was made based on the rising geopolitical risks and on our need 1 —
to act as a newly integrated company. Through this expanded scope of activities, we have begun

identifying high-risk areas.

Priority measuresl

Targets for 2025 Results in 2021

‘ Board of Directors ‘

Monitoring / supervision

Commitment to the Showa Denko Group
human rights policy
4

Companywide dissemination of policy -
Disclosure

~

ey Il Assessment of human
due diligence rights impacts

Establishment and implementations of plans
and measures to address identified issues

Tracking / monitoring

Grigvance mechanism

I Coordination

Function and business divisions

Human rights Establishment of human rights due diligence | Commencement of human rights policy establishment, issue identification

processes and implementation frameworks | in Japan, and response measure formulation
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Risk Management

Mission of Creating Value

The Company takes steps to identify the risks that could potentially impact business management, to support management
decision-making and thereby facilitate the appropriate allocation of finite resources.

Risk Management Policies and Frameworks

The Showa Denko Group has adopted a risk assessment, response,
and review process that is compliant with the ISO 31000 standard.
Once a year, a comprehensive identification of risks, including potential

The chief officer organizations act as risk oversight divisions by
drafting risk scenarios and countermeasures for their respective areas
of risk responsibility. Business divisions, meanwhile, take risk inven-
risks associated with business activities, and an evaluation of risks tory of the subsidiaries they oversee. In these ways, risk management
(risk inventory) are conducted at more than 140 frontline organizations, is conducted on a Groupwide scale.
such as sections and groups. Results of risk inventory activities are
Risk Management System

reviewed at the site level by the top leadership of the respective divi- As of June 30, 2022

sion, plant, or Group company before being registered in the Group’s f N
Approval of risk management policies and
plans, and oversight of activities

risk management system. Registered risks may be identified as seri- Board of Directors

ous risks based on their potential frequency or degree of impact. L y

The Risk Management Committee deliberates on the directions of I

countermeasures for identified serious risks and their appropriateness Discussion on risk management policies

Management Committee
and plans, and approval of measures

before reporting its findings to the Management Committee and the

Board of Directors. The risk management departments of business |

sites then carry out the measures approved through this process. Of
the risks examined by the Risk Management Committee, strategy Risk Management Committee | Deliberation on serious risks
risks are overseen by the CSO and the CFO, while operational and ~ I 7

hazard risks are overseen by the CRO. These officers coordinate with

~ Management of strategy risks under the

Chief officer organizations, guidance of the CSO and CFO and of

busm(e;ss divisions ar_ld sites, operational and hazard risks under the
roup companies Z guidance of the CRO

business divisions to address the respective risks. Moreover, the

perspective of risks management is installed within the scenario L
planning and business intelligence functions of the CSO, to effectively
embed risk management into management strategies.

Showa Denko’s Definition of Risks

Showa Denko divides risks into three categories: strategy risks, operational risks, and hazard risks. Strategy risks are then further subdivided into
risks of changes in the assumptions on which strategies are based and risks that the established strategies cannot be implemented as intended.
Passive risk management based on the conventional focuses of safety and compliance will not be enough to ensure ongoing improvements in
corporate value; it will also be necessary to engage in aggressive risk management that entails promoting appropriate risk taking. Based on this
recognition, the newly integrated company will judge risks from a comprehensive perspective and reflect these judgments in management strategies.

Business risks
Uncertain factors with the potential to impede the accomplishment of management targets

Strategy risks
Risks directly connected to business strategies

Operational risks / hazard risks

Risks not directly connected to business strategies

Strategy formulation risks
Risks with the potential to impede the
accomplishment of management targets
through changes to the operating environ-
ment that are contrary to the assumptions
on which strategies were based

Strategy execution risks
Risks with the potential to impede the
accomplishment of management targets by
presenting obstacles to the execution of
established strategies

Hazard risks
Risks that business continuity may be
impacted by damages or threats from
external phenomena

Operational risks

Risks that internal processes, human
resources, or systems may not be sufficient
or may not function as intended
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Measures and KPIs to Address Material Sustainability Issues

The following are two priority measures for reconciling the disparity between the current risk management systems and those envisioned for the

newly integrated company. By advancing these measures, we aim to develop a world-class risk management system.

Priority measures

1) Development and operation of comprehensive

risk management systems

2) Reinforcement of the second line of defense*

Targets for 2025

Results in 2021

1) Operation of comprehensive risk management systems for strategy 1) Trial introduction of the new risk management system (initial deployment in

risks, operational risks, and hazard risks

2) Exercise of management functions through the risk assessment

system

Japan operations)
2) Commencement of integration of the management functions of both companies
(with implementation of monitoring functions scheduled for 2022)

*The second line of defense: Corporate divisions that monitor the relevant risks and provide warnings and advice positioned between the business execution divisions that control risks as risk
owners (the first line of defense) and the internal control divisions (the third and final line of defense)

Risk Inventory Activities

In 2021, the RSA Archer® Suite* was introduced as a shared tool for
integrated management for use by both Showa Denko and Showa
Denko Materials. This decision was made after a comparative
assessment of the risk management systems of both companies.
Approximately 3,000 serious risks from among the risks threaten-
ing both companies have been registered in this system. These risks
were then categorized based on their potential frequency and degree
of impact, to identify serious and priority risks. Risks that are judged

Results of Serious Risk Assessments Conducted through
Risk Inventories
(Identification and registration of Companywide serious risks)

Risks registered by Showa Denko
1,136

Risks registered by Showa Denko Materials

1,812

Total number
of risks registered

Approx.

3,000

Integrated risk management through increased

comprehensiveness via shared standards

Specific Risks and Countermeasures

Accidents

Risk of impediments to product
supply due to damages to the
production facility or loss of
employee safety as a result of
accidents, etc.

Countermeasures

* Extensive utilization of the
safety management system

¢ Analyses and training based on
case studies of past accidents
occurring inside and outside
the Company, etc.

Information security risks

Risk of leaks of confidential or personal
information, halts to operation of internal
systems due to cyberattacks, alteration of
corporate websites, etc.

Countermeasures

e Training programs to improve
information security awareness

* Measures to prevent information
security incidents

® Response measures to limit the impact
of incidents, etc.

to have both an incredibly high frequency and a potential degree of
impact have been positioned as top risks. The risk phenomena and
response plans for the top risks were discussed among the relevant
divisions, with information shared, and reports were issued to the
management committee. Moreover, the results of assessments
through the system were shared with Companywide managers to
help mitigate frontline risks.

* A risk management system provided by RSA Security LLC

Risk Map
Incredibly
t high
uE: Rated incredibly high in the
§ latest frequency assessment [EMIVONES
ARl i o
z 95 risks frequency and
g impact assess-
2 . ments of approx.
i e 3,000 serious
2 risks
2
<
-
Low
) ; Incredibly
Low Medium High high

Latest impact assessment

Supply chain risks
(Natural disasters, infectious diseases, environmental and human rights
issues, conflicts, trade friction, etc.)
Risk of impediments to product supply due to damages to production
facilities as a result of earthquakes, floods, or other natural disasters;
pandemics; environmental or human rights issues; conflicts; or trade
friction occurring in areas of the Company’s supply chains

Countermeasures

* Preemptive identification of multiple risks and implementation of
swift response measures

 Establishment of risk mitigation regulations and rules, and
dissemination to business partners

e |dentification of priority products, establishment of business
continuity plan manuals, institution of training programs, etc.
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Human Resource Strategies

Mission of Creating Value

Based on the purpose and values that constitute its corporate philosophy, Showa Denko believes that its human resource
strategies should focus on fostering co-creative human resources and cultivating the associated corporate culture. This

approach will be crucial to proposing creative resolutions to issues through co-creation founded on autonomous bonds with

customers and other stakeholders, shaped by mutual understanding and a resonance of values. Such human resources are a

wellspring of value for the Company. Based on this recognition, we aim to develop an organization in which all employees can

feel tangible growth through the career paths that suit them.

Policies and Management

A substantive integration of the management teams of Showa Denko and
Showa Denko Materials took place in 2022. To unite employees around
the world and orient them toward a single shared goal, we also
established a corporate philosophy, which defines our purpose and
values, as the most important guideline for the newly integrated company.
In addition, a new culture and communication division was established
under the control of the CHRO with the goal of helping employees form
an intimate and personal connection to our purpose and values. It is
anticipated that such connections will help employees to maintain a sense
of their purpose and aspirations, as well as those of the Company, even in
times plagued with uncertainty.

At the same time, we recognize that acting in accordance with our
corporate philosophy will require us to secure a diverse staff and to

Strategies

A top priority in fostering a corporate culture based on a shared
understanding of our purpose and values will be to create a platform that
underpins this culture, by aggregating the insight of diverse individuals into
a greater body of collective knowledge. Specifically, we will implement
measures to promote the dissemination of and personal connection with
our purpose and values, which should serve as the basis for the
judgments of all officers and employees, eradicate unconscious biases,
and promote diversity. We thereby aim to develop an organization in which

aggregate the insight of these diverse individuals into a greater body of
collective knowledge. Based on this recognition, our diversity and
inclusion promotion team will be integrated into the aforementioned
culture and communication division to play a leading role in the
development of our corporate culture.

There is also a need for management to foster leaders from the
perspective of Companywide optimization. For this reason, we are
strengthening systems to clearly identify candidates for future leadership
roles and boost the competitiveness of our human resources through
strategic job rotations. In addition, human resource business partnership
systems are being reinforced to facilitate the growth and endeavors of
businesses, from the perspectives of people and organizations, together
with the General Managers of business divisions.

employees feel the psychological safety necessary to engage in
constructive discussion, regardless of their rank, division, or affiliated
company. Furthermore, a global award program to accelerate the
embrace of our purpose and values is slated for launch in 2022.
Conducted jointly by Showa Denko and Showa Denko Materials, this
award program will offer an opportunity to recognize initiatives that
embody our corporate philosophy and to provide stimulation and
motivation to employees of all organizations and from all countries.

We will cultivate a corporate culture in which autonomous and
co-creative individuals can work hard, grow, and realize
the purpose and values.

* Incorporation of the purpose into our own philosophy of work

® Present a global award to recognize the realization of the values
and overcoming of challenges

® Secure psychological safety, and respect individuals

Passionate & Results-Driven

Agile & Flexible

\

e Talent management

The management team will train future leaders from
the viewpoint of Companywide optimization.

* Visualization of a pool of talented employees and assignments that
develop potential

e Strategic personnel rotation including exceptional promotion
and job posting

¢ Diversified career paths that make the best use of exceptionally
talented employees

“Values” to be shared

Open Minds & Open Connections

Solid Vision & Solid Integrity
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Progress toward the Long-Term Vision and Roadmap

The first phase of our initiatives to foster co-creative human resources and
cultivate the associated corporate culture, in order to propose creative
resolutions to issues through co-creation, will be to establish the neces-
sary foundations for a newly integrated company. In this phase, we will
arrange unique training sessions to bolster the co-creative collaboration
capabilities of employees and officers as part of the aforementioned
initiatives for disseminating our corporate philosophy, guaranteeing
psychological safety, and eradicating unconscious biases.

Furthermore, the future leader candidates clearly identified through a
joint effort by Showa Denko and Showa Denko Materials will be sent to
selective leadership training programs in fiscal 2022. One element of these

Plan for 2022 Vision for the future (2030)

Cultivation of the corporate culture

* Arrangement of workshops open to employee
participation on a voluntary basis to discuss the values * New Year's greeting from the new president
of the newly integrated company * Town-hall meetings at business sites

* Announcement of values to employees

« Distribution of video messages by the presidents of

Cultivation of the corporate culture

sentiments encapsulated in the corporate philosophy philosophy and set organizational targets

Talent management

 Selective leadership training

* Communication of the meaning of integration through messages from the new president

* Online Café events to help employees form a personal connection with the corporate philosophy
« Distribution of booklets to facilitate understanding of the corporate philosophy resources
Showa Denko and Showa Denko Materials, expressing * Section and department manager training and workplace workshops to promote understanding of the corporate

 Training sessions to bolster co-creative collaboration capabilities (dissemination of the corporate philosophy, securing of
psychological safety, and eradication of unconscious biases)

programs will be coaching aimed at thoroughly instilling our corporate
philosophy into these candidates. The second phase of these efforts will
take place after the integration scheduled for January 2023. Initiatives in
this phase will include streamlining operating processes through the global
introduction of core systems and improving employee experiences
through exhaustive analysis of employee engagement surveys and utiliza-
tion of the results. The third phase will involve strengthening global gover-
nance and talent management. In this phase, we aim to have globally
integrated organizations and human resource management system oper-
ating with human resource systems, development programs, and career
paths that are codified on a Groupwide level.

* Evolution into a leading company that
develops human resources which other
companies want, by cultivating the
corporate culture and fostering creative
and autonomous co-creative human

Measures and KPIs to Address Material Sustainability Issues

The material sustainability issues defined for 2030 include fostering creative and autonomous co-creative human resources and cultivating the associated
corporate culture. The following four priority measures have been established with regard to this issue, and we are examining the possibility of linking
these measures to medium-term nonfinancial KPIs. We look to codify these initiatives to form a Companywide management cycle of establishing KPIs,
implementing measures, confirming progress, and monitoring and supervising initiatives through the Board of Directors.

Priority measures

Exercise of management philosophy
Enhancement of talent management
Ongoing growth of people and organizations
Promotion of employee success and
psychological safety through diversity,
equity, and inclusion

Targets for 2025
1) Evolution and enhancement of co-creative initiatives through the global award program 1) Development and launch of the global award program for the newly integrated

contribute to autonomous career development
3) Improvement of employee engagement-related scores

basis [consolidated])

2) Increase in the number of applications through the internal open application system to

Results in 2021

company (acceleration of the embrace of our purpose and values)
2) Preparation of the internal open application system for the newly integrated company
3) Introduction of employee engagement surveys for the newly integrated company

4) Promotion of diversity in management and cultivation of an inclusive corporate culture 4) Ratio of female managers of 4.5% in Japan and 11.5% on a global basis
through increases in the ratio of female managers (7% in Japan and 13% on a global (consolidated)

: Dhemical Community for Voluntary, Co-creative Action

Established a step ahead of the integration of Showa Denko and Showa Denko
Materials, Dhemical is a community for voluntary action by new employees. This
community consists of 12 teams that explore topics such as new business
creation, framework establishment, and corporate culture reforms.

Currently, more than 50 employees from more than 20 divisions across the
two companies are participating in activities on a team that matches their
interests. Through this community, new employees can broadcast their goals
while teaming up with colleagues from different divisions and age groups to
tackle the challenges they feel a need or desire to address at the moment.
These voluntary activities provide employees with a sense of motivation and
have thus been contributing to accelerated co-creation between the employees
of both companies, while heightening employee engagement. Cultivating our
desired corporate culture through reforms to the behavior of management will
not be the only path through which we strive to become a “Co-creative
Chemical Company”; we will also seek to build this culture through an autono-
mous virtuous cycle of recognizing the self-driven co-creation activities of
employees, motivating them, and supporting such action through coworkers
and supervisors.

Bottom-Up Activities

Uhemical

Take the .
P We will
initiative!
support!
s . " ' L]
s ) .-
Team of more than 50
junior and mid-level employees Support staff
from more than 20 (:livisions of more than 70 members
Development, research, IP, planning, procurement,
human resources, etc.
Motto i Frameworks and goals | Activities
Fun, energized, passionate, Promotion of joint action « Self-guided effort to pursue dreams

yet serious effort with colleagues to pursue
dreams in a fun and

motivating way

together with colleagues
* Support staff ready to counsel anyone
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Vision for 2030

A campaign was launched in December 2021 to promote the dissemination of our
corporate philosophy, which is comprised of our purpose and values, with the goal of
having our purpose and values permeate all areas of our activities by 2030. We have
defined three processes that are expected to be indispensable to accomplishing this
goal: (1) promotion of recognition and understanding, (2) facilitation of tangible expres-
sion and personal connection, and (3) systematization and encouragement of free
expression. Given the importance of these processes, we intend to go beyond simply
having management issue messages directed at employees to design and enact
processes that encourage employees to understand and form a personal connection
with our purpose and values. Moreover, the process of disseminating our purpose and
values will be accelerated through the new culture and communication division estab-
lished under the control of the CHRO. This division will play a role in developing frame-
works to encourage all employees to change how they act, to better embody our
values and thereby contribute to fulfilling our purpose.

Purpose

Change society through the power of chemistry

Values
Passionate & Results-Driven
Agile & Flexible
Open Minds & Open Connections
Solid Vision & Solid Integrity
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Background to the Initiatives

The corporate philosophy for the newly
integrated company, comprised of our
purpose and values, was established in
December 2021, prior to the scheduled inte-
gration as a corporate entity. This decision was
based on the recognition that the integration of
our corporate philosophy and the cultivation of
a corporate culture based on this philosophy
would be vital to maximizing the benefits of the
integration. The newly integrated company will
strive to become a global, top-level functional
chemicals manufacturer as a “Co-creative
Chemical Company.” If we are to accomplish
this goal, it will be crucial for all employees to
have an intimate and personal connection with
our purpose and values. However, there are
obstacles in this regard in the form of a lack of
opportunities at Showa Denko and Showa
Denko Materials to think about the relationship
between one’s work and the corporate
philosophy. To rectify this issue, we have
begun arranging opportunities for individual
employees to discuss the purpose of their
workplace as well as their own personal
purpose and values.

Initiatives to Disseminate Our Purpose and Values

Our initiatives for disseminating our purpose and values will take
part over three phases based on the aforementioned three pro-
cesses of (1) promotion of recognition and understanding,
(2) facilitation of tangible expression and personal connection,
and (3) systematization and encouragement of free expression.
For the first phase, we advanced awareness raising activities
over a period of approximately two months, to foster understand-
ing with regard to our purpose and values. These activities
included the distribution of messages from management to
employees on our purpose and values (messages for employees
from president and CEO Hidehito Takahashi, etc.) and discussion
forums (town-hall meetings and roundtable discussions led by
management, etc.). After these activities, we conducted rank-
based training (training for section, department, and division
leaders, etc.) as well as events to stimulate discussion between
employees across organization lines (Online Café events, global
award program, etc.) as part of the second phase of our initiatives.
As a result, a global survey of employees conducted in
February 2022 found that around 90% of employees recognized
our purpose and values, while roughly 70% indicated that they
understood these principles. These results indicate a clear suc-
cess of the first-phase initiatives. Looking ahead, we plan to
implement second-phase initiatives to facilitate tangible expression
of and personal connection with our purpose and values followed
by third-phase initiatives for promoting systematization and
encouragement of free expression.

Purpose

Approx.
90% recognition
Approx.

70% understanding

No awareness

Have read, seen,
or heard about it

Feel a sense of
understanding toward it

Feel a sense of understanding
toward it and incorporate it in
work activities

Values

Level of Understanding and Personal Connection with
Our Purpose and Values (February 2022)

Roadmap
2021 2022 2023
December January February March April May-December January-December
1. Promotion of reco_gmtlon and PN Eeciitalion o g iLIE e p e s n T pertonallconnecton 3. Systematization and en_cuuragement of
understanding free expression

Briefings
Messages from Management-level at the start B . N
management to . from CEO  Town-hall meetings D and employ ete

study sessions of the i

employees § Takahashi

fiscal year
Rank-based L Training for section

- Training for L
training A and department  — Training for managers
- division managers
(cascade training) managers
Surveys to
RSB ET gauge the . . Workplace Books to promote Purpose and value training for
- purpose and . Online Café events N

Initiatives to foster a— penetration of workshops understanding employees
co-creation our philosophy

2022 global award program

2023 global award program
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Special Feature

Discussions between Management and Employees

Town-Hall Meetings

At a study session held for members of management in December 2021, participants were given the

opportunity to rethink the views of management on our purpose and values, leading the participants to

declare the policies based on which they personally will work toward achieving our aims. Later, the

background for the establishment of our purpose and values, as well as the sentiments encapsulated in

our purpose and values, were explained to employees through town-hall meeting events that began in

January 2022. Discussions at town hall meetings and roundtable discussions have yielded questions

and comments regarding our concrete vision for a “Co-creative Chemistry Company” and the desire for

a corporate culture that allows employees to pursue their ambitions without fear of failure. We continued

to arrange opportunities for discussions on an ongoing basis thereafter, leading to a wider range of

communication between management and employees. Meanwhile, president and CEO Takahashi has

been actively visiting business sites and Group companies, and around 30 such visits took place over

the period from January to June 2022. Topics raised at such forums for discussion with employees

have not been limited to our purpose and values; human resource development and a range of other
topics have also been brought up. Furthermore, president and CEO Takahashi and CFO Somemiya
have been working to communicate a broad range of information outside of these events through the

Company blog. Topics covered ranged from the measures they will focus on in the future to more

personal comments.

The opportunity to speak directly
with management was incredibly valuable
as it let me feel their passion about changing
our current situation.

| was able to sense management’s strong
commitment to transforming human resource
development frameworks.

;

LNy ™
Comments from Participants

Rank-Based Training

Training for Section, Department,
and Division Managers

In February 2022, training sessions were held for the division
managers of various organizations. These sessions included
group work and role-playing activities designed to help division
managers understand our purpose and values and their back-
ground, to forge a personal connection with these principles,
and to find an effective way to explain them in their own words
to the employees they oversee. Later, division managers led
training sessions for section and department managers posi-
tioned below them, during which they explained their visions of
their respective organizations, discussed how they should
change their actions based on these visions, and stated how
these matters related to our purpose and values. The section
and department managers then went on to organize work-
shops in their workplaces, where anecdotes about exercising
our values were shared among participants. The workshops
also entailed discussions aimed at formulating a shared vision
of the type of organization they wish to have, and the changes
in actions that will be required to accomplish this goal.

Comment from a Participant

Through this experience, | was able to gain
an understanding of the actions that should be
pursued from the perspective of our organization
and business division. Moreover, the training
session for section and division managers proved to
be a valuable opportunity for sharing thoughts and
sentiments among managers.

Satoshi Hara General Manager, Basic Chemicals Division, Showa Denko K.K.

Online Café

0ss-0rganizational Dialogue Event

A series of Online Café events
were arranged for employees
of Showa Denko and Showa
Denko Materials over the
period from February to March
2022. A total of 10 events were
held, in Japanese, English, and

Chinese, to promote understanding regarding our purpose and values as
well as mutual understanding about the two companies. Approximately
2,400 employees took part in these events.

The events opened with explanations of our purpose and values from
management, after which employees were broken up into groups of
three to four people to exchange opinions on the appeal of our future as
the newly integrated company, based on the theme of what the Company
will look like in 2030 through action based on our purpose and values.
Brisk exchanges of opinion were seen at all events, and dialogues
branched out from the defined discussion theme, leading participants to
talk about subjects such as the issues they sense regarding their work or
company and their ambitions for the future.

Comment from a Participant

The event made me realize the importance of
expressing one’s own interpretation of our values and
of being accepting toward other interpretations.

Kanami Nakamura

Advanced Performance Materials Operational Headquarters, Information and Communication R&D
Center, Information and Communication Business Headquarters, Showa Denko Materials Co., Ltd.
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Online

...... participation by

Global Meetings

In 2021, Showa Denko advanced initiatives
to maximize the value of customer experi-
ences (CX) to achieve its goal of becoming a
KOSEIHA Company, while Showa Denko
Materials conducted its Working On Wonders
Beyond Boundaries (WOW-BB) to provide
impressive solutions that surpass customer
expectations. In addition, Showa Denko’s CX
Global Awards and Showa Denko Materials’
WOW Global Awards were held to provide
forums for sharing and honoring best prac-
tices. The judging events for the respective
global awards were held jointly in 2021 to
share best practices and encourage
exchanges between employees from both
companies.

The 2021 global awards featured activities by
several integrated teams comprised of
employees from both Showa Denko and
Showa Denko Materials. Even though this
event preceded the announcement of the

Comment from Participants

purpose as a newly integrated company.

Our team sought to achieve substantial reductions in the weight of automotive external components, to
contribute to the realization of a low-carbon society. Through the development of proprietary materials, we
succeeded in reducing the amounts of materials used in these components, and consequently their weight, by
45% compared to prior offerings. Other teams have also produced significant advancements by working
toward their goals. We believe that it is activities such as these that exhibit our values and help to fulfill our

new corporate philosophy, the integrated
teams proved engaged in empowered action
founded on mutual respect as well as respect
for the corporate philosophies of both com-
panies. As such, the activities of the inte-
grated teams were shared within the
organization as best practices. A total of 15
teams were selected for gold medals or
WOW Grand Prix awards. The projects of
these teams included initiatives that had been
advanced through an ongoing process of
iteration aimed at accomplishing their goals,
as well as initiatives that placed emphasis on
internal and external stakeholders. All of the
award-winning activities were those that
warranted sharing throughout the organiza-
tion. At the April 2022 global meeting, which
saw attendance by some 500 people from
seven countries, presentations were made by
the 15 award-winning teams, and an award
ceremony honoring these teams was held.

In 2022, global awards will be completely
integrated between the two companies

approx. 500 individuals

Employee-Participation Activities for Delivering Solutions That Exceed the Bounds of Customer Expectations and Imagination from SEVEeN countries

based on the concept of co-creation

and mutual understanding. These programs
are expected to provide a prime opportunity
to accelerate the exercise of our purpose and
values and to express our values through
working together with employees from
around the world. In addition, workplaces
have established declarations of action based
on our purpose and values, and numerous
entries for awards have been received with
themes pertaining to targets and concrete
initiatives based on the declarations. The
judging events are scheduled to take place in
September 2022. We look forward to the
events providing opportunities for discus-
sions regarding individuals’ experiences of
exercising our purpose and values, and the
resulting feelings of mutual understanding are
expected to provide positive stimulation. It is
therefore anticipated that the global awards
will contribute to cross-organizational

co-creation and a mutual pursuit of
higher ambitions.

Presentation by a gas develop-
ment team from Showa
Denko’s Electronic Chemicals

Team Body Dep Shimodate Works (Goshomiya) Showa Denko Materials

Division (top photograph)

Future Design Project

The Future Design Project, launched in 2021, sees participation from members of management and employees from around the world, making this project

a consistent venue for discussion regarding the future of the newly integrated company. In 2021, activities of the project included discussions of the values

to be emphasized by the newly integrated company and requests for suggestions for the Company’s new name. These activities gave us an understanding
of employees’ expectations and feelings with regard to the newly integrated company. In 2022, the project will promote understanding with regard to the
corporate philosophy of the newly integrated company and work to develop a new corporate slogan. By having employees participate in these activities,
we hope to craft a vision for the Company that encompasses the expectations of its members.
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Masaharu Oshima Kohei Morikawa
Outside Director Representative Director and
Chairman of the Nomination Chairman of the Board,
Advisory Committee Showa Denko K.K.

Discussion
Process for Selecting
the New President and CEO

In January 2022, Hidehito Takahashi became Showa Denko’s president and CEO.
In this dialogue, Representative Director and Chairman Kohei Morikawa and Chairman of
the Nomination Advisory Committee Masaharu Oshima discussed their thoughts on the
process for selecting the new president and CEO, the unification of the presidencies of
Showa Denko and Showa Denko Materials, the background to generational change, and
efforts to accelerate integration and promote speedy management as a Group.

SHOWA DENKO Report 2022

Two Factors in Changing a President

 Morikawa There are two important factors when a company
changes its president. One is timing, and the other is the availability
of a successor. A company must consider the right timing to make a
change and decide who to appoint. The matters that a company
must address will change over a period of between four years and
six years. | believe it is vital to select a candidate at a suitable time
who can do what needs to be done.

ll Oshima To proceed with its consideration of a new president and
CEOQO, the Nomination Advisory Committee must properly under-
stand Showa Denko’s present circumstances and ascertain the type
of candidates who are available.

The first stage of the process for selecting the new president and
CEO saw discussions at meetings of the committee on a suitable
timing for change, with committee members exchanging views on a
variety of issues. These included questioning the need to appoint a
successor in 2022 and considering the suggestion that it would be
better to make the appointment a year later in 2023, when the newly
integrated company was established.

I Morikawa The most important role of a president is to decide on
the timing of the change by getting to the bottom of a company’s
immediate requirements. Mindful of this, | began the process of
considering the selection of the next president and CEO, based on
my judgment in my capacity as president and CEO.

| have often explained that the integration of Showa Denko and
Showa Denko Materials (formerly Hitachi Chemical) entails creating
anew company—| call it “X” —as opposed to combining companies
“A” and “B” to create a company called “AB.” Both companies will
together create a new company, rather than simply integrate.
Because speed is of the utmost importance to achieve this goal, we
must begin to create now the conditions (in terms of structures and
systems) that we will have in 2023 rather than waiting until we
establish the newly integrated company. | decided that if we could
create the conditions now, then now would be the best time to
change the president and CEO. This explains why the new president
and CEO serves concurrently in that position at both Showa Denko
and Showa Denko Materials.

The Ideal Leadership Values Required
in a Critical Situation

l Oshima In the second stage of the process, the committee
defined the ideal leadership values required in a successor by
Showa Denko at the present time. The establishment of the newly
integrated company —representing a second foundation for Showa
Denko—will serve as a major turning point in the Company’s history.
Accordingly, the committee placed emphasis on confirming whether
the Company had the capacity and the reserves of strength to
navigate this challenging situation and the vigor to accomplish
post-merger integration (PMI). Moreover, given that the international
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Discussion: Process for Selecting the New President and CEO

situation is in a considerable state of flux, we were keenly aware of
the need to select a leader capable of dealing with this critical
period, recognizing that an international mindset would be an
extremely important attribute in a successor.

The next stage in the process saw the directors narrow down to
four the number of successor candidates from the list of individuals
chosen by Showa Denko and the former Hitachi Chemical. The
successful candidate was then selected through an interview with
the Nomination Advisory Committee, becoming the new president
and CEO after receiving the approval of the Board of Directors.

l Morikawa Scores indicating a high or low level of ability in the
manner of an academic grade point average are irrelevant. The key
point is that the successor is a good fit for the Showa Denko of
today. The Company selected a leader needed by the Showa Denko
Group of the present. Had the Company not been integrating

with the former Hitachi Chemical, it might have selected a

different individual.

ll Oshima | was struck by comments you made during our discus-
sions that, although all times are critical, the critical situation facing
the Company at this moment is the PMI process, and that while
hidden critical situations exist at all times, the critical situation of
today is in plain sight.

I Morikawa When | became president and CEO in 2017, the
Company recognized that it would be difficult for it to survive. Acquiring
the former Hitachi Chemical had not been discussed at that time, and
we had to foster the attitude that we should all aim to create a first-
class company, with settling for second best deemed unacceptable.
I Oshima The nature of the critical circumstances facing Showa
Denko has changed significantly. The Company appointed president
and CEO Takahashi based on the qualities and abilities it requires in
light of this change.

I Morikawa A company president must make a clear distinction
between what he/she is good and not good at doing. If a president
lacks ability in a particular aspect of their role that is growing in impor-
tance at the company, then it is time to change the president. Assuming
that the timing of the change is suitable, a company must choose a
successor who can do what the outgoing president could not.

SHOWA DENKO Report 2022

When Showa Denko integrated with Showa Denko Materials to
become a new company, | felt that my abilities were perhaps ill
suited to the role of the president and CEO.

Key Points in Evaluating President and CEO Takahashi

l Oshima Turning to president and CEO Takahashi, | find him to be
a highly logical, articulate, and persuasive person. He also analyzes
matters fairly and accurately. In addition, | have a high regard for his
track record, which includes the acquisition of Germany’s SGL GE
Holding when he served in the Carbon Division. He was the candi-
date who fulfilled the key points that we emphasized in the selection
process, such as an international mindset, popularity, a long-term
vision, and a strong track record.

Speaking personally, when Mr. Takahashi gave a lecture on
frontier chemistry in 2021 at the University of Tokyo’s Faculty of
Engineering, where | was a professor, | was impressed by his tre-
mendous power to inspire young people. Students listened intently
to his lecture, and many of them then lined up to ask him questions.
Seeing students waiting to ask questions after a lecture —despite
having a subsequent class to attend—was no ordinary spectacle.
Some students wrote in the questionnaire regarding the lecture that
they would like to work at Showa Denko. In this way, | thought that
he was someone with the power to engage people.

l Morikawa Setting the wheels in motion for such an endeavor as
the integration, which no one has yet experienced, requires a con-
siderable amount of energy. President and CEO Takahashi has the
ability to quickly drive forward such endeavors. Indeed, he excels at
doing so.

l Oshima He also engages vigorously in discussions. A feature that
you and president and CEO Takahashi share is your focus on trans-
forming Showa Denko into the leading player in the manufacturing
industry. | regard the establishment in 2022 of Showa Denko’s
vision—as that of becoming a company that develops co-creative
talent that represents Japan’s manufacturing industry—as an
expression of that strong determination. President and CEO
Takahashi is crucially aware that Showa Denko will not survive
unless it sets its sights on becoming a first-class company. Among
the final four candidates, such an awareness was most prevalent in
president and CEO Takahashi. | believe that this is because he pays
close attention to the world in a wide-ranging manner.

I Morikawa There is no doubt that he is the person best suited to
create the post-integration company.

Looking toward the Future

l Morikawa Diversity is an essential element of Showa Denko’s
quest to become a first-class company. It also holds the key to
corporate sustainability, ongoing growth, and value creation. We will
capture a diverse range of human resources by offering opportunities
to talented individuals, regardless of their gender, age, or nationality.
Doing so will enable Showa Denko to boost the number of out-
standing human resources that it has to lead the next generation.

| believe that boosting such human resources will, in turn, help
Showa Denko to become a better company.

To achieve this goal, it is important that we fear neither change
nor difference. Our first experience of change in life is probably when
we change classes at school. The way a person’s abilities develop
will vary significantly depending on whether they feel negatively
about becoming separated from their friends to that point or view
the change as an opportunity to make new ones. In this way, our
first test in life is whether we can take advantage of change.

In addition to female managers, we must give consideration to
the promotion of non-Japanese employees. | envisage a trend in
which regional operations are managed locally, with personnel
taking charge who are suited to each region. For example, local
human resources could become the heads of regional headquar-
ters, which would invigorate communication and facilitate the
development of next-generation human resources.

ll Oshima | intend to focus on employee development by drawing on
my experience as general manager of human resource development
at NTT’s research laboratories* and my experience of education and
training at the University of Tokyo. Following my appointment as an
outside director of Showa Denko in 2015, | have served on the
Nomination Advisory Committee since its establishment in 2016,
becoming chairman of the committee in 2019. While the Nomination
Advisory Committee played only a minor role in employee develop-
ment at the time of its establishment, it currently views monitoring
the development of next-generation human resources as one of its
key roles.

Although still a work in progress, Showa Denko has greatly
expanded its human resource development initiatives, which include
efforts to identify and develop human resources with high potential
through leadership training and a leadership program. Showa
Denko monitors a considerable number of next-generation human
resources and holds discussions on its aims for their development
and the actions that must be taken to realize such aims.
Nevertheless, | believe that the development program for next-
generation human resources must evolve even further. This is
because personnel affairs and human resource development are
closely connected with each other. Although the Nomination
Advisory Committee did in fact actively discuss human resource
development in 2020, the selection of a president and CEO to
enable Showa Denko to navigate critical circumstances became the
committee’s primary agenda item in 2021. Accordingly, | hope to
advance discussions on a vision for the future of human resource
development as a newly integrated company.

*In charge of human resource development at the Musashino Electrical Communication

Laboratory, Nippon Telegraph and Telephone Public Corporation (currently Nippon
Telegraph and Telephone Corporation)

l Morikawa Showa Denko must work carefully on the manage-
ment and operation of its human resources pool. Another issue for
the Company to address as it moves forward is succession plan-
ning. Addressing this matter is one of the roles of the Nomination
Advisory Committee. Succession planning is also part of the
Company’s crisis management. We will ascertain the type of presi-
dent and CEQ that we require and verify whether we must update
the requirements for the position on an annual basis. In the event of
an unforeseen eventuality, we must be able to respond according to
such requirements.

Along with PMI, the evolution of the Board of Directors is an
urgent priority. | think that 2022 is a good time to once again rede-
fine the role of the Board. We must decide on the kind of Board of
Directors that will be appropriate for the newly integrated company,
including the relationship between business oversight and execu-
tion. | believe that issues that include the personnel matters you
pointed out will come in the wake of such a decision. | recognize
that clarifying our vision for the future of the Board of Directors and
carefully arranging the issues accompanying that clarification are
major tasks to be addressed in 2022.

| became the chairman of the Board of Directors in 2022. While
maintaining business execution rights, | recognize that | must further
strengthen my role in terms of oversight. My role, particularly in my
capacity as representative director and chairman of the Board, and
the role of Representative Director and Chairman of the Board
Hisashi Maruyama of Showa Denko Materials, is to successfully link
the approaches of those who are experienced in business execution
at Showa Denko with those who have accumulated extensive
experience outside the Company.

Our goal is to improve our corporate value. While it is acceptable
for methods and viewpoints to differ slightly, recognizing that our
sights are set on the same goal is the starting point for our endeavors.

Process for Selecting the New President and CEO

(1) Discussion on a suitable timing for the changeover

(2) Definition of the requirements of the new president and CEO
(leadership values needed)

(3) Selection of candidates*

(4) Interviews by the Nomination Advisory Committee

(5) Reporting of the interview results to the Board of Directors
for approval

* Interviews were conducted with the final four candidates selected by inside
directors from a list of successor candidates. In preparing the candidate list, the
personnel divisions of both Showa Denko and Showa Denko Materials narrowed
down the number of candidates by carrying out their own investigations while
using the findings of an external research organization for reference.
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Directors o e 2020

Directors

Kohei Morikawa

Frequency of participation in 2021
Board meetings: 14 times in 14 meetings

HA Hidehito Takahashi

Frequency of participation in 2021
Board meetings: 14 times in 14 meetings

April 1982 Joined the Company

January 2013 Corporate Officer; General Manager, Electronic
Chemicals Division

January 2016~ Managing Corporate Officer; Chief Technology Officer
(CTO)

March 2016 Director; Managing Corporate Officer; Chief
Technology Officer (CTO)

January 2017 Director; President and Chief Executive Officer (CEO)

January 2022  Representative Director; Chairman of the Board
(incumbent)
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April 1986 Joined The Mitsubishi Bank, Ltd. (currently MUFG
Bank, Ltd.)

February 2002  Joined GE Japan Holding Corporation as General
Manager, Business Development Department

October 2004 Asia Pacific President, GE Sensing & Inspection
Technologies, GE Japan Holding Corporation

October 2008 Joined Silicones Business, Momentive Performance
Materials Japan Inc. as President & CEO

January 2013 Joined GKN Driveline Japan plc as President and CEO

October 2015 Joined the Company, Senior Corporate Fellow

January 2016 Corporate Officer; General Manager, Corporate
Strategy Department

January 2017 Managing Corporate Officer

March 2017 Director; Managing Corporate Officer

July 2017 Director; Managing Corporate Officer, General
Manager, Carbon Division

January 2020  Director; Managing Corporate Officer; Chief Strategy
Officer (CSO)

June 2020 Director, Showa Denko Materials Co., Ltd.

January 2022 Director; President and Chief Executive Officer (CEQ),
Showa Denko K.K. (incumbent)
Director, President and Chief Executive Officer (CEQ),
Showa Denko Materials Co., Ltd. (incumbent)

Hisashi Maruyama

Frequency of participation in 2021
Board meetings: 11 times in 11 meetings

(number of meetings after assuming position)

April 1983 Joined Hitachi Chemical Company, Ltd. (currently
Showa Denko Materials Co., Ltd.)

April 2011 Corporate Officer, Hitachi Chemical Company, Ltd.

April 2015 Vice President and Executive Officer, Hitachi Chemical
Company, Ltd.

April 2016 President, Hitachi Chemical Company, Ltd.

June 2020 Director; President, Chief Executive Officer (CEQ), and
Chief Quality Officer (CQQ), Hitachi Chemical
Company, Ltd

January 2021 Director; President and Chief Executive Officer (CEQ),
Showa Denko Materials Co., Ltd.

March 2021 Director of the Company (incumbent)

January 2022  Director; Chairman of the Board, Showa Denko
Materials Co., Ltd. (incumbent)

A Hiroshi Sakai

Frequency of participation in 2021
Board meetings: 14 times in 14 meetings

April 1986 Joined the Company

January 2012 Corporate Fellow; General Manager, Technology
Development Department, HD Division

January 2013 Senior Corporate Fellow; General Manager, Technology
Development Control Department, HD Division

January 2015 Senior Corporate Fellow; General Manager, Technology
Development Control Department, HD Division

January 2019 Corporate Fellow; General Manager, Technology
Development Control Department, Device Solutions
Division

January 2020  Corporate Officer, Chief Technology Officer (CTO)

March 2020 Director; Corporate Officer, Chief Technology Officer
(CTO)

June 2020 Director, Showa Denko Materials Co., Ltd.

January 2022 Director; Managing Corporate Officer; Chief
Technology Officer (CTO), Showa Denko K.K.
(incumbent)
Director; Managing Corporate Officer; Chief
Technology Officer (CTO); General Manager, Research
and Innovation Promotion Headquarters, Showa Denko
Materials Co., Ltd. (incumbent)

Hideki Somemiya
Newly appointed

April 1990 Joined Nomura Research Institute, Ltd., and was
assigned to the Office for Research in Corporate
Finance

June 1997 Joined Nomura Securities Co., Ltd., as Deputy Head
Researcher, Institute for Financial Research

May 1999 Joined Merrill Lynch Japan Securities Co., Ltd., and
was assigned to the investment bank section

January 2007  General Manager, Telecommunication & Media
Technology Group, Merrill Lynch Japan Securities Co.,
Ltd.

July 2009 Joined JPMorgan Securities Japan Co., Ltd., as
Managing Director, Technology, Media &
Telecommunication Group, Investment Banking Division

July 2015 Joined Sony Corporation (currently Sony Group
Corporation), as Vice President attached to the CFO,
Chief Financial Strategist

May 2016 Temporarily transferred to Sony Semiconductor
Solutions Corporation
June 2016 General Manager, Corporate Strategy Headquarters,

Sony Semiconductor Solutions Corporation
December 2016 General Manager, Planning & Administration
Headquarters (CFQ), Sony Semiconductor Solutions

Corporation

June 2019 General Manager, System Solution Division, Sony
Semiconductor Solutions Corporation

July 2020 Corporate Officer in charge of the solution business,

Sony Semiconductor Solutions Corporation

March 2021 Officer Attached to CFO in charge of special assign-
ments, Sony Corporation (currently Sony Group
Corporation)

October 2021 Joined the Company as General Manager, Preparation
Office for Group CFO

January 2022 Managing Corporate Officer; Chief Financial Officer
(CF0), Showa Denko K K. (incumbent)
Managing Corporate Officer; Chief Financial Officer
(CFQ), Showa Denko Materials Co., Ltd. (incumbent)

March 2022 Director; Managing Corporate Officer; Chief Financial
Officer (CFO), Showa Denko K.K. (incumbent)
Managing Corporate Officer; Chief Financial Officer
(CF0), Showa Denko Materials Co., Ltd. (incumbent)

H Tomomitsu Maoka
Newly appointed

April 1999 Joined A.T. Kearney, Inc.

April 2005 Joined Infineon Technologies Japan K.K. as General
Manager in charge of Strategy in Japan

May 2009 General Manager, Industrial & Chip Card Business
Headquarters, Infineon Technologies Japan K.K.

October 2010 General Manager, Industrial & Multi Market Business
Headquarters, Infineon Technologies Japan K.K.

December 2011 Joined Lenovo Japan K.K. as Lenovo/NEC Project

Director
April 2012 Strategy Director, Lenovo Japan Corporation
April 2013 Commercial Operations Director, Lenovo Japan
Corporation

December 2013 Joined Renesas Electronics Corporation as General
Manager, Corporate Planning, Planning Headquarters

December 2015 Corporate Officer; General Manager, Corporate
Planning, Renesas Electronics Corporation

February 2016  Corporate Officer; Deputy General Manager, Second
Solution Business Headquarters, Renesas Electronics
Corporation

March 2017 Corporate Officer; China Business Headquarters,
Renesas Electronics Corporation

April 2019 Corporate Officer; Deputy General Manager,
Production Headquarters, Renesas Electronics
Corporation

August 2019 Corporate Officer; Deputy General Manager,
Automotive Solution Business Headquarters, Renesas
Electronics Corporation

October 2021 Joined the Company as General Manager, Preparation
Office for Group CSO

January 2022 Managing Corporate Officer; Chief Strategy Officer
(CS0), Showa Denko K.K. (incumbent)
Managing Corporate Officer; Chief Strategy Officer
(CS0), Showa Denko Materials Co., Ltd. (incumbent)

March 2022 Director; Managing Corporate Officer; Chief Strategy
Officer (CSQ), Showa Denko K.K. (incumbent)
Managing Corporate Officer; Chief Strategy Officer
(CS0), Showa Denko Materials Co., Ltd. (incumbent)

Masaharu Oshima

Outside Director
Frequency of participation in 2021
Board meetings: 14 times in 14 meetings

Based on his abundant expertise and experience as a researcher in the
field of electronics, has provided useful management advice in the field
of R&D since becoming an outside director of Showa Denko. Also, as
outside director, supervises the management of the Company’s business
in anticipation of future technological trends.

April 1974 Joined Nippon Telegraph and Telephone Public
Corporation (currently Nippon Telegraph and
Telephone Corporation)

November 1995 Professor, Applied Chemistry Department, Graduate
School of Engineering, The University of Tokyo

April 2006 Director, Synchrotron Radiation Research
Organization, The University of Tokyo

October 2009  Chairman, The Japanese Society for Synchrotron
Radiation Research

April 2013 Project Professor, Synchrotron Radiation Research
Organization, The University of Tokyo

May 2013 Chairman, The Surface Science Society of Japan

June 2013 Emeritus Professor, The University of Tokyo
(incumbent)
April 2014 Project Researcher, Synchrotron Radiation Research

Organization, The University of Tokyo

March 2015 Director of the Company (incumbent)

April 2015 Special Professor, Tokyo City University (incumbent)

July 2016 Project Researcher, School of Engineering, The
University of Tokyo

December 2016 Project Researcher, Institute for Solid State Physics,
The University of Tokyo (incumbent)

H Kiyoshi Nishioka

Outside Director
Frequency of participation in 2021
Board meetings: 14 times in 14 meetings

Based on his experience in the research, production, and sales departments of
a steelmaker and in the firm-wide management of technology development,
has broad expertise and knowledge. Also conducts activities for technology-
oriented management and industry-academia collaboration as a university
researcher. Since becoming an outside director of Showa Denko, has been
providing objective and useful advice and appropriately supervising the
management of the Company's business.

April 1977 Joined Nippon Steel Corporation

April 1997 Plant Manager, Thick Steel Plate Plant, Kimitsu Works,
Nippon Steel Corporation (General Manager)

April 2001 General Manager, Thick Steel Plate Sales Department,
Head Office, Nippon Steel Corporation

June 2005 Director; General Manager, Technology Development
Planning Department, Technology Development
Headquarters, Nippon Steel Corporation

June 2009 Counselor, Nippon Steel Corporation

November 2012 Special Professor, Research Center for Advanced
Science and Technology, The University of Tokyo

April 2017 Adviser, Research Center for Advanced Science and
Technology, The University of Tokyo (incumbent)

April 2017 Visiting Professor, Ehime University (incumbent)

March 2018 Director of the Company (incumbent)

July 2019 Director, VCRI Co., Ltd. (incumbent)

El Kozo Isshiki

Outside Director
Frequency of participation in 2021
Board meetings: 14 times in 14 meetings

Engaged in the financial industry for many years and has abundant expertise
across industries, in particular in the chemical industry. As outside director
since 2019, has been supervising Showa Denko'’s business execution and
contributing a deep understanding of and advice on its businesses.

July 1969 Joined Japan Development Bank (currently
Development Bank of Japan Inc.)

April 1993 General Manager, General Affairs Department, Japan
Development Bank

May 1994 Executive Secretary, Japan Development Bank

June 1996 General Manager, Industry & Technology Department,
Japan Development Bank

May 1998 General Manager, Human Resources Department,
Japan Development Bank
June 2001 Executive Director, Development Bank of Japan Inc.

May 2005 Chairman of the Board, Technology Alliance
Investment, Ltd.

June 2015 Director, Medical System Network Co., Ltd. (Outside
Director) (incumbent)

March 2019 Qutside Director of the Company (incumbent)

Noriko Morikawa

Outside Director
Frequency of participation in 2021
Board meetings: 14 times in 14 meetings

After working for a securities company and an accounting firm, engaged in
business management as an accounting/financial manager in the information
and communication and automotive component industries. Presently also
serves as an outside director for another company. Has a range of knowledge
in electronics, automobiles, and other key target markets for Showa Denko and
supervises the Company’s operations.

April 1981 Joined CHORI CO., LTD.

August 1988 Joined Daiwa Securities America Inc.

September 1991 Joined Arthur Andersen

March 1995 Joined Motorola Inc.

March 2005 Director, in charge of accounting and finance; General
Manager, Accounting and Finance Headquarters in
Japan, Motorola Inc.

June 2009 Joined Bosch Corporation

August 2010 Director; Vice President, in charge of Administrative
Headquarters, Bosch Corporation

June 2018 Outside Director, CHORI CO., LTD.

March 2020 Director of the Company (incumbent)

June 2020 Outside Director, Mitsubishi Heavy Industries, Ltd.
(incumbent)
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Audit & Supervisory Board Members

H Toshiharu Kato

Frequency of participation in 2021
Board meetings: 14 times in 14 meetings
Audit & Supervisory Board meetings: 13 times in 13 meetings

H Jun Tanaka

Frequency of participation in 2021
Board meetings: 14 times in 14 meetings
Audit & Supervisory Board meetings: 13 times in 13 meetings

April 1981 Joined Showa Aluminum Corporation (currently Showa Denko K.K.)

August 2014 General Manager, Finance & Accounting of the Company

January 2016 Corporate Officer; General Manager, Finance & Accounting Department

January 2017 Corporate Officer; Chief Financial Officer (CFO); General Manager,
Finance & Accounting Department

March 2017 Director; Corporate Officer, Chief Financial Officer (CFO); General Manager, Finance &
Accounting Department

January 2018  Director; Corporate Officer, Chief Financial Officer (CFO) in charge of Finance & Accounting
and Information Systems departments

January 2019 Director, Attached to President

March 2019 Audit & Supervisory Board Member (incumbent)
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April 1982 Joined the Company

January 2012 Corporate Fellow; Deputy General Manager, Advanced Battery Materials Department

January 2013 Corporate Officer; General Manager, Advanced Battery Materials Department

January 2017 Managing Corporate Officer; Chief Technology Officer (CTO)

March 2017 Director; Managing Corporate Officer; Chief Technology Officer (CTO)

January 2019 Director; Managing Corporate Officer, Chief Technology Officer (CTO) in charge of Advanced
Battery Materials Division, Institute for Integrated Product Development, Advanced Technology
Laboratory, Corporate R&D and Intellectual Property departments

January 2020  Director, Attached to President

March 2020 Audit & Supervisory Board Member (incumbent)

Kiyomi Saito

Outside Member

Frequency of participation in 2021

Board meetings: 14 times in 14 meetings

Audit & Supervisory Board meetings: 13 times in 13 meetings

Based on her experience of launching a business consulting company and a securities company specializing
in the online trading of bonds and the knowledge gained through operating these companies, has been
appropriately auditing Showa Denko’s business execution since becoming an Audit & Supervisory Board
member of the Company in 2012

April 1973 Joined Nikkei Inc.

September 1975 Joined Sony Corporation

August 1984 Joined Morgan Stanley Investment Bank

January 1990  Executive Director, Morgan Stanley Investment Bank

April 2000 Director; President, JBond Co., Ltd. (currently JBond Totan Securities Co., Ltd.)

April 2011 Director; President, The Totan Information Technology Co., Ltd.
March 2012 Audit & Supervisory Board Member of the Company (incumbent)
June 2015 Outside Director, Kajima Corporation (incumbent)

June 2021 Kadoya Sesame Mills Incorporated (incumbent)

October 2021 Representative Director, JBond Totan Securities Co., Ltd. (incumbent)

B Masako Yajima

Outside Member

Frequency of participation in 2021

Board meetings: 14 times in 14 meetings

Audit & Supervisory Board meetings: 13 times in 13 meetings

Based on her extensive international experience as a lawyer and advanced expertise in corporate legal affairs,
she has served as an outside auditor of Showa Denko since 2020. In particular, she undertakes reviews from a
legal perspective for the purpose of ensuring the appropriateness and legality of the Company’s business
execution related to globalization and M&A projects.

April 1994 Registered at Dai-Ichi Tokyo Bar Association
Joined Nishimura Law Office (currently Nishimura & Asahi)
March 2001 Registered as a lawyer in the State of New York

April 2004 Assistant Professor, Law School, Keio University
January 2006 Partner, Nishimura & Tokiwa (currently Nishimura & Asahi) (incumbent)
April 2007 Professor, Law School, Keio University (incumbent)

March 2020 Audit & Supervisory Board Member of the Company (incumbent)

Corporate Officers

Managing Corporate Officers

Yasuyuki Miyasaka

Outside Member
Newly appointed

As a certified public accountant, he has been engaged in auditing inside and outside Japan over many years. He
has expert knowledge and rich experience in relation to corporate finance and accounting. Therefore, it is
anticipated that he wil to offer appropriate auditing-related opinions regarding the entire Company. Based on
these reasons, the Company has judged that he is suitable for the position of outside Audit & Supervisory Board
member. In the past, he has only been involved in management in an external capacity. For this reason, it was
judged that he will be able to properly perform his duties as an outside Audit & Supervisory Board member.

November 1975 Joined Tohmatsu & Aoki (currently Deloitte Touche Tohmatsu LLC)

March 1980 Registered as a certified public accountant (CPA)

June 1990 Partner, Deloitte Touche Tohmatsu (currently Deloitte Touche Tohmatsu LLC)

August 1993 Resident at the Singapore Office, Deloitte & Touche

October 2010 General Manager, Risk Management & Examination Office (International Financial Reporting
Standards), Deloitte Touche Tohmatsu LLC

July 2017 Established Yasuyuki Miyasaka CPA Office, and became President of the CPA Office
(incumbent)

June 2018 Outside Director, ITOCHUSHOKUHIN Co., Ltd. (incumbent)
Outside Corporate Auditor, Board of Corporate Auditors, Santen Pharmaceutical Co., Ltd.

March 2022 Audit & Supervisory Board Member of the Company (incumbent)

Keiichi Kamiguchi  Chief Risk Management Officer (CRO); Chairman, Security Export Control Committee

Hiroyuki Yamashita General Manager, Preparation Office for Electronics Business Headquarters

Corporate Officers

Executive Officers

Mitsuo Katayose General Manager, Preparation Office for
Advanced Functional Materials Business
Headquarters

Shigeru Fujita Chief Marketing Officer (CMO)

General Manager, Preparation Office for Mobility
Business Headquarters

Yoshito Ishii

Nori Imai Chief Human Resource Officer (CHRO)

Chief Operations, Manufacturing and
Engineering Officer (CMEQ);

Chief Quality Officer (CQO);

Chairman, Safety Measures Committee

Masami Tobito

Jiro Ishikawa General Manager, Device Solutions Division

Oita Complex Representative

Taichi Nagai

Hirotsugu Fukuda  General Manager, Petrochemicals Division

Eishi Wakutsu

General Manager, Preparation Office for Risk
Management Department; General Manager,
Preparation Office for Integration

Kenjiro Yamamasu  General Manager, Electronic Chemicals Division

General Manager, Aluminum Specialty

Hiroyuki Eda

Hideki Shibata Chief Digital Officer (CDO)

Components
Makoto Takeda General Manager, Carbon Division
Katsuyuki Tsuji General Manager, Advanced Battery Materials

Division; President, Showa Denko Packaging
Co., Ltd.

The above list does not include the following three corporate officers,
who concurrently serve as directors.

m For more details, please refer to “Directors” (3) P.82-83

Chief Executive Officer: Hidehito Takahashi
Managing Corporate Officers: Hiroshi Sakai, Hideki Somemiya, and
Tomomitsu Maoka
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Skill Matrix

The Company has prepared a skill matrix detailing the expertise and experience of directors and Audit & Supervisory Board members. The skills
required of directors and Audit & Supervisory Board members were identified based on the following three perspectives.

Post-Integration
Vision

The Showa Denko Group has revised its
long-term vision, which had been announced
in December 2020, in conjunction with the
instatement of a new management team
and the launch of the new management
philosophy. The Group has also stated the
purpose of the newly integrated company
as “Change society through the power of
chemistry,” and now aims to become a
company with a strong presence in the
global market, a company that contributes
to a sustainable global society, and a com-
pany that develops co-creative talent repre-
senting Japan’s manufacturing industry.

Medium- to Long-Term Strategy to
Realize the Vision

To realize the long-term vision, it is neces-
sary for the Group to make the most of its
business portfolio, which combines Core
Growth businesses, Next-Generation busi-
nesses, Stable Earnings businesses, and
Fundamental Technologies/Materials busi-
nesses. We have positioned our electronics
and mobility businesses as growth busi-
nesses that will lead the growth of the entire
Showa Denko Group and will make these
businesses grow rapidly.

Major Issues to Be Discussed at
Board of Directors’ Meetings

To enhance the effectiveness of the long-
term vision, it will be necessary for the
Board of Directors to have lively discussions
on the way to compete on the world stage,
contribution to initiatives based on the
SDGs, autonomous business portfolio
reform, and innovation including technical
synergy, and to practice quick
decision-making.

ol o i S et
Kohei Morikawa 6
Hidehito Takahashi 5
Hisashi Maruyama 1
Hiroshi Sakai 2

Hideki Somemiya -

Tomomitsu Maoka —

Masaharu Oshima | Outside 7

Kiyoshi Nishioka Outside 4

Kozo Isshiki Outside 3

Noriko Morikawa Outside 2

Total 9 6 9 7 5 3 3
) Toshiharu Kato 3
2
g Jun Tanaka 2
B
§ Kiyomi Saito Outside | 10
=
=]
g Masako Yajima Outside 2
2
z Yasuyuki Miyasaka | Outside | —
2 Total 4 2 2 2 3 1 2
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Corporate Governance

Basic Policies

Showa Denko K.K. works to increase its corporate value and expand
profit for both the company and its shareholders by collaborating
appropriately with stakeholders, including shareholders in line with its
Corporate Governance Basic Policies.

We are committed to promoting our corporate governance to
ensure the soundness, effectiveness, and transparency of manage-
ment and to continue enhancing our corporate value, thereby earning
more trust and receiving a higher rating from society. We describe our
efforts made to this end in our corporate governance report, while
fostering constructive dialogue with investors and shareholders.

Corporate Governance Structure (As of June 30, 2022)

Shareholders’'meeting

Decision-making and supervision ) Auditing
Operzét_\tonal
Nomination audits y
Audit & .
Advisory b Supervisory Accounting
Board of ey Committee auditor
Directors [EEASUUEIN Remuneration
Advisory Supervisory
Committee Board
Accounting members
audits
<
N
'
S
Execution of duties =
]
53
Top management Internal Audit Department S

President
Corporate officers

Management Committee
Sustainability Promotion Council

- Responsible Care Promotion Council

Internal audits

- Risk Management Committee

fffff IR Promotion Council

Security Export Control Committee ‘

Note: The above corporate governance structure may change as the Company
examines the course to be taken leading up to full integration in January 2023.

Review of 2021
In January 2022, the management teams of Showa Denko K.K. and
Showa Denko Materials Co., Ltd., were integrated, making for a
structure in which the same 12 individuals, including the president
and corporate officers, manage both companies. In addition, the
management committee meetings of both companies are held jointly.
Going forward, we will continue to craft and reinforce corporate gov-
ernance structures in preparation for our full integration as a corporate
entity in 2023.

Concurrently, organizational integration measures are moving
forward, and the progress of these measures is regularly reported to
the Board of Directors.

The progress of the integration @ P.12

In fiscal 2021, discussions at meetings of the Nomination Advisory
Committee focused on the nomination of candidates for chief execu-
tive officer and other management positions, while the Remuneration
Advisory Committee dedicated meeting time to examining new
remuneration systems for directors and corporate officers.

Process for selecting the new chief executive officer (3) P.78

Remuneration for directors and corporate officers (3) P.89

Board of Directors

Members Chairperson Meeting frequency

4 outside directors (one of whom is female) Inside director responsible for  Once or twice

6 inside directors business execution amonth
Audit & Supervisory Board
Members Chairperson Meeting frequency
3 Audit & Supervisory Board members Inside full-time Audit .

) Once or twice
(two of whom are female) & Supervisory Board amonth
2 inside (full-time) Audit & Supervisory Board members member

Nomination Advisory Committee
Priority discussion topics in fiscal 2021: Nomination of candidates for chief executive officer
and other management positions

Members Chairperson Meeting frequency

4 outside directors (one of whom is female) . 3or 4 times
N Outside director

2 inside directors ayear

Remuneration Advisory Committee
Priority discussion topics in fiscal 2021: New remuneration systems for directors and
corporate officers

Members Chairperson Meeting frequency
3 outside directors (one of whom is female) 3 0r 4 times
1 outside auditor Outside director
o a year
2 inside directors
Management Committee
Members Chairperson Meeting frequency
President, corporate officers with defined areas of responsibil-
ity, and other corporate officers and heads of the staff . Twice a month in
President

departments whose presence on the committee is deemed principle
necessary by the president

Ratio of Outside Officers
(Directors, Audit & Supervisory Board Members)

. 46.7%

Ratio of Outside Directors

' 40.0%

Ratio of Female Officers
(Directors, Audit & Supervisory Board Members)

B 50.0%

Ratio of Directors Not in Charge
of Business Execution

' 40.0%
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Corporate Governance

Cross-Shareholding Policy and Method of Verifying the Rationality of Holdings

Policy of Selling All Cross-Shareholdings by 2024

In principle, the Company adheres to a policy of not engaging in cross-shareholdings, and steps are currently underway to reduce existing cross-
shareholdings. Investment securities held for purposes other than pure investment are assessed by the Board of Directors each year to verify
whether the profitability and business feasibility of holdings are rational given the associated capital costs.

Numbers of Cross-Shareholdings and Amount on the Balance Sheet

Amount on the balance sheet

Holdings -
(Millions of yen)
Unlisted stocks 58 ¥ 4,256
Other stocks 20 16,638

Holdings for Which Numbers of Shares Held Increased in Fiscal 2021

Acquisition costs of additional shares

Holdings

(Millions of yen) Reason for increase

Unlisted stocks 2

Increase in holdings of unlisted shares

¥3,037 )
due to restructuring

Other stocks -

Holdings for Which Numbers of Shares Held Decreased in Fiscal 2021

Gain on sales associated with
Holdings reduction in the number of shares

(Millions of yen)

Unlisted stocks 2

¥ 24

Other stocks 22

6,395

Selection and Dismissal of Management Members and Nomination of Candidates for Director and Audit &
Supervisory Board Positions — The process for selecting the new president and CEO (3) P.78

Showa Denko selects candidates for positions as director based on
the criteria for knowledge, insight, fair judgment, ability to take actions,
practical experience, and other requirements for directors. For the
selection of management, individual performance as well as corporate
performance are also taken into consideration. Candidate Audit &
Supervisory Board members must possess sufficient knowledge,
experience, and capabilities to fulfill their obligations, including an
appropriate level of expertise in the areas of finance and accounting.
The Nomination Advisory Committee deliberates on the nomination
of candidates for the aforementioned positions and submits recom-
mendations to the Board of Directors. The committee is an advisory

Succession Planning

Showa Denko is taking Groupwide and global steps to cultivate the
future leaders who will be necessary to advancing its growth strategies.
Corporate officers are responsible for selecting potential succes-

sors, with due consideration paid to diversity, and for formulating

SHOWA DENKO Report 2022

board to the Board of Directors, and more than half of its members
are outside directors designated as independent directors.

Dismissal of the Chief Executive Officer and Other Members
of Management

In the event it is revealed that any of the directors, including the chief
executive officer, has substantially damaged the corporate value of
the Company or does not meet the selection criteria for directors, the
Nomination Advisory Committee will discuss whether the person is
still suitable for the position and report the results to the Board of
Directors, which will make the final decision.

development plans. These plans are discussed and confirmed by the

Nomination Advisory Committee based on the Corporate Governance
Basic Policies. The Board of Directors monitors all succession planning
initiatives based on reports from the Nomination Advisory Committee.

New Remuneration System for Directors and Corporate Officers

An ongoing series of discussions on the ideal remuneration system
for directors and corporate officers, to facilitate the realization of the
long-term vision of the newly integrated company, were held by the
Remuneration Advisory Committee, which is comprised largely of the
members of management and outside and independent officers who
are responsible for leading the integration process. Through these
discussions, it was decided that the remuneration system would be

Basic Policies

Directors (Excluding Outside Directors)

e Establishment of a remuneration scheme appropriate for recruiting an
a global top-level functional chemical manufacturer from Japan

* Motivation of efforts to achieve performance targets and increase medi

changed in 2022 to facilitate the recruitment and retention of talented
individuals suited to the newly integrated company from inside and
outside of the organization, and to commit management to the
accomplishment of performance targets and steady improvements in
corporate value. The new system will increase the degree to which
remuneration is linked to the management indicators and initiatives
defined in the long-term vision.

d retaining talented human resources from inside and outside Japan suited to

um- to long-term corporate value, to drive the sustainable growth of the Group

* A transparent, fair, and rational process for deciding remuneration from the viewpoint of accountability to shareholders and all other stakeholders

Outside Directors

e Establishment of a remuneration scheme appropriate for the role and responsibility of supervising management from an independent and

objective standpoint

Composition and Levels of Remuneration

The remuneration of executive directors and corporate officers consists
of basic compensation (fixed compensation) based on the position,
short-term performance-linked compensation, and medium- to long-
term performance-linked compensation (stock-based compensation).
The standard amount for the president entails a ratio of 40:30:30 for
basic compensation, short-term performance-linked compensation,
and medium- to long-term performance-linked compensation.
Compensation for other executive directors and corporate officers is
decided in line with the standard amount for the president. As for the

Types of Remuneration and Recipients

Types of remuneration

chairman of the Board (without right of representation), short-term
performance-linked compensation will not be given in view of the
basic role of supervising management. Compensation paid to outside
directors and Audit & Supervisory Board members will be only basic
compensation, in consideration of their roles and responsibilities.

In deciding the composition and levels of remuneration, the
Company will use objective market research data provided by exter-
nal specialized institutions (such as Willis Towers Watson’s database
on remuneration for executives) and reference comparisons with
global chemical or other material companies of a similar scale.

Recipients

. A Director and chairman : ’
Fixed / Monetary / o Executive directors, - Audit & Supervisory Board
variable non-monetary R corporate officers . 0 f the Board ) Outside directors members
(without right of representation)
) Basic compensation
Fixed Short-term performance-linked compensation (bonuses) O O ) O
Monetary
Short-term performance-linked compensation (bonuses) O — — —
Variable ) ) .
Medium- to long-term performance-linked compensation
Non-monetary (stock-based compensation) O o
Comparison of Remuneration of the President under the Current and New Remuneration Systems
§ e Adjusted with a range of 0%—180% « The number of share acquisition rights
Medium- to long-term pasgd on evaluation of flnaqcia\ to be allocated is fixed once every three
. . Short-term performance- & indicators (net sales, consolidated years.
Current s cosmsge"sa“o" linked compensation mmame"lilnked EBITDA) and measures  Adjusted with a range of 80%—100%
system (56%) (26%) compensation « Basic compensation for the following based on evaluation of the relative total
(17%) fiscal year is decided at the end of the shareholder return (TSR) over a
current fiscal year and paid on a three-year period of the medium-term
monthly basis. management plan (relative to the TOPIX
growth rate)

New Basic compensation
(40%)

system

compensation
(30%)

Short-term performance-linked

Medium- to long-term perfor-
mance-linked compensation
(30%)

 Adjusted with a range of 0%—200%
based on evaluation of Companywide
performance (consolidated EBITDA, ratio
of consolidated EBITDA to sales, ROIC)
and measures

 Paid in a lump sum at the end of the

fiscal year
Note: Ratios of remuneration types are
determined based on the standard
value.

 Stock, etc., is allocated at the time of
resignation.

 Allocated share acquisition rights are
fixed every year (beginning with 2025).

* Adjusted with a range of 0%—200%
based on evaluation of the relative TSR
over a three-year period (relative to
benchmark companies)

 Stock, etc., is allocated at the time of
resignation.
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Corporate Governance

Incentive Compensation

Incentive compensation will be granted according to performance
based on long-term financial targets of the long-term vision. This
form of compensation is intended to encourage action based on the
Company'’s corporate philosophy and management strategies under
a remuneration system linked to performance and corporate value.

Short-Term Performance-Linked Compensation (Bonuses)
Individual amounts of short-term performance-linked compensation
are decided by multiplying the standard value (decided in advance
based on the position) by the performance evaluation coefficient
(adjusted within the range of 0%—-200%). The performance evaluation
coefficient is determined based on a Companywide performance
evaluation (70%) and a personal evaluation (30%). In the case of the
representative director and chairman of the Board, only an evaluation
of overall business results is considered.

Indexes used for the Companywide performance evaluation con-
sist of the amount of consolidated EBITDA (20%), the ratio of consoli-
dated EBITDA to sales (30%), and ROIC (20%). Consolidated EBITDA
and the ratio of consolidated EBITDA to sales are evaluated based on
the degree of achievement of goals each year, while ROIC is evalu-
ated on the basis of the average for the past three years. Personal
performance evaluations are made by the Remuneration Advisory
Committee based on the authority delegated by the Board of
Directors and entail assessments concerning individual goals,
evaluation, and the amount of payment.

In the case of misconduct, the Company may nullify the right to
receive benefits or demand return of compensation, depending on
the timing of the misconduct and the timing of its revelation. The

Evaluation Indexes for Short-Term Performance-Linked
Compensation (Bonuses)

Board of Directors will make a decision on the matter after
deliberations by the Remuneration Advisory Committee.

Medium- to Long-Term Compensation (Stock-Based
Compensation)

Under the new remuneration system, points are given by multiplying
standard figures (decided in advance based on the position) by the
TSR evaluation coefficient (adjusted within the range of 0%-200%).
The TSR evaluation will be decided based on a rank order of three-
year relative TSR evaluation (percentile) by comparison with 22
competitors in the chemical and material industries with similar busi-
ness models and of the same size or larger. To encourage the realiza-
tion of the long-term vision, the TSR evaluation coefficient will be set
at 100% when the rank order is in the 60th percentile, while it will be
0% when the rank order is below the 20th percentile. To promote
long-term sharing of value with shareholders, shares will be given in a
lump sum after resignation according to cumulative points.

In the case of misconduct, the Company may nullify the right to
receive benefits or demand return of compensation, depending on
the timing of misconduct and the timing of its revelation. The Board of
Directors will make a decision on the matter after deliberations by the
Remuneration Advisory Committee.

Method for Calculating the TSR Evaluation Coefficient

TSR evaluation coefficient

200%

100%

33%

Evaluation indexes Evaluation weight 0% ; : | TSR rank
20%ile 60%ile 100%ile
Consolidated EBITDA 20% (17th-18th (9th—10th (1st
i among 22 companies) among 22 companies) among 22 companies)
(ei\;)anlwuze;r;yr\]mde SIS Ratio of consolidated EBITDA to sales 30%
Average closing stock price in December of Total amount of dividends during
ROIC 20% the last year of the evaluation period the evaluation period
Personal performance evaluation 30% TSR= ’ ) ) _ ’
Average closing stock price in December immediately preceding
the evaluation period
TSR Evaluation Period and Share Issuance
2022 2023 2024 2025 2026 2027
Fixing of )
2022 plan TSR evaluation period e » | @ Share issuance
points
Fixing of .
2023 plan TSR evaluation period points ~ TTTTTmmmmmmmmmssmeee- » | @ Share issuance
Fixing of .
2024 plan TSR evaluation period o coln » | @ Share issuance

Compensation Governance

The Remuneration Advisory Committee is chaired by an outside
director designated as an independent director, and the majority of
committee members comprise outside directors designated as inde-
pendent directors and outside Audit & Supervisory Board members
designated as independent auditors. The committee makes propos-
als and reports as necessary to the Board of Directors based on
up-to-date information on executive compensation and market
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trends, results of comparisons with relevant competitors, and other
matters. To ensure high levels of independence and objectivity, deci-
sions on remuneration for respective directors will be entrusted to the
Remuneration Advisory Committee starting in fiscal 2022. Moreover,
the Company has appointed Willis Towers Watson, an external
consultancy, as advisor.

Remuneration of Directors and Audit & Supervisory Board Members

Total amount paid Total amount paid by remuneration type (Millions of yen)

Category (Milions of yer) Basic compensation Shon’teggg;ggg?g;e_linked Stock-based compensation Humberofecpient
Directors ¥307 ¥208 ¥51 ¥48 9

Outside directors 58 58 — — 4

Audit & Supervisory Board members 96 96 — — 5

Outside Audit & Supervisory Board members 36 36 — — 3

Notes:

. The amounts of basic compensation and short-term performance-linked compensation above are the total amount of compensation paid in fiscal 2021 (all monetary compensation).

2. The amount of stock-based compensation above is the total amount expensed in fiscal 2021.The stock-based compensation represents the number of shares, etc., determined by position in
accordance with the TSR evaluation for each medium-term management plan period to be deferred and delivered upon retirement. Of this number, 60% of the shares, etc., to be delivered are
physical shares, and 40% are to be paid in cash equivalent to the market value of the shares, etc. For the management of stock-based compensation, we utilize the Stock Benefit Trust of
Mizuho Trust & Banking Co.

. The amount of monetary remuneration for directors was resolved at the 107th Ordinary General Meeting of Shareholders held on March 30, 2016 to be no more than ¥42 million per month (not
including employee salaries for directors who also serve as employees). As of the close of the said annual general meeting of shareholders, the number of directors was nine (including three
outside directors). Separately from such monetary compensation, a resolution was passed at the same general meeting of shareholders to pay stock-based compensation, etc., to directors,
excluding outside directors (up to ¥288 million over three fiscal years to be contributed as funds to acquire shares). The number of directors (excluding outside directors) as of the conclusion of
the said ordinary general meeting of shareholders was six. The amount of monetary remuneration for Audit & Supervisory Board members was resolved at the 96th Ordinary General Meeting of
Shareholders held on March 30, 2005 to be no more than ¥12 million per month. The number of Audit & Supervisory Board members as of the close of the said annual general meeting of

w

shareholders was four.

Evaluation of the Board of Directors’ Effectiveness

Basic Policies

Showa Denko aims to achieve sustainable corporate growth and to
increase its medium- to long-term corporate value. To this end, as its
responsibility and role, the Board of Directors is expected to build a
system to make decisions in a transparent, fair, prompt, and resolute
manner and to supervise the management of the system. The
Company issues a questionnaire survey to directors and Audit &
Supervisory Board members to evaluate the effectiveness of the
Board of Directors as a whole and whether it has fulfilled that respon-
sibility and role. Based on the survey results, issues to be resolved are
discussed by the Board of Directors.

Evaluation Method

Regarding the effectiveness of the Board of Directors in 2021, we
conducted a survey in December 2021 in which the directors and
Audit & Supervisory Board members answered questions and made
free comments. Then, in March 2021, the Board of Directors held a
meeting for all directors and Audit & Supervisory Board members to
discuss the collected self-evaluation results, create a summary of the
evaluation results for fiscal 2021, and formulate an action plan for
fiscal 2022. To ensure the objectivity of the survey and further boost
the effectiveness of the Board of Directors, the survey is conducted
and the results are tabulated by an external organization.

Evaluation Results

The evaluation results have determined that, in Board of Directors’
meetings, highly effective Board members with a broad perspective
and values reflecting a variety of experiences and expertise are
engaged in discussions that help to increase corporate value.
Handouts and explanations about agendas are standardized and
provided beforehand to encourage the members to take part in
vigorous and constructive discussions and allow sufficient time for

discussions. With regard to the action plan for 2021, which was made

based on the results of evaluation of overall effectiveness of the Board

of Directors for 2020, members of the Board of Directors and Audit &

Supervisory Board have confirmed facts and issues as follows.

¢ Regarding preparations for the substantial integration of Showa
Denko and Showa Denko Materials in January 2022, important
issues including the optimization of the business portfolio were
discussed sufficiently at the Board of Directors’ meetings, at meet-
ings involving exchanges of views among all directors and corporate
officers, and at other opportunities to discuss these issues.

¢ Taking into account the expansion of the Showa Denko Group and
the progress in globalization of business activities of the Group, the
Board of Directors will continue discussing how the governance
and compliance systems of the Group should be developed to
boost effectiveness.

¢ To facilitate the evolution into a “Co-creative Chemical Company,”
as put forth in the long-term vision, further discussion from a
broader perspective is required with regard to management
strategies and the ideal state of the Board of Directors.

® The Board of Directors should revise the internal rules and regula-
tions on the referring of proposals to Board of Directors’ meetings to
secure sufficient time to discuss issues effectively and efficiently,
even when a Board of Directors’ meeting is held by teleconference.

In the action plan for fiscal 2022, the Board of Directors decided to
ensure thorough discussion of management strategies for realizing
the long-term vision, the ideal state of the Board of Directors, and the
management of the Group at Board of Directors’ meetings by secur-
ing sufficient time and opportunities for such discussion. The Board of
Directors also decided to continue taking measures to improve the
effectiveness and efficiency of proceedings at the Board of Directors’
meetings and other meetings of executives.
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Consolidated 11-Year Summary

Showa Denko K.K. and Consolidated Subsidiaries subsidiary, and started on July 1, 2020 to incorporate Showa
Fiscal years ended on December 31 Denko Materials’ sales figures and income/losses into its
consolidated financial statements.

Showa Denko made Showa Denko Materials a consolidated

(Millions of yen)

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Financial Highiights (Consolidatec) _BWER) ____________________________________________________________§

For the year

Net sales ¥854,158 ¥739,675 ¥847,803 ¥872,785 ¥775,732 ¥671,159 ¥780,387 ¥992,136 ¥906,454 ¥973,700 ¥1,419,635
Operating income (loss) 47,357 28,108 25,953 20,551 33,508 42,053 77,708 180,003 120,798 (19,449) 87,198
Ratio of operating income (loss) to sales (%) 5.5 3.8 3.1 2.4 4.3 6.3 10.0 18.1 13.3 (2.0) 6.1
Net income (loss) attributable to owners of the parent 16,980 9,368 9,065 2,929 921 12,305 37,404 111,503 73,088 (76,304) (12,094)
Net cash provided by operating activities 69,437 53,310 63,565 66,996 61,170 68,949 67,235 149,785 78,554 109,286 115,283
Net cash provided by (used in) investing activities (38,671) (41,741) (55,203) (46,876) (42,497) (563,754) (29,866) (49,338) (48,156) (930,047) 28,606
Free cash flow 30,766 11,569 8,362 20,120 18,674 15,195 37,369 100,447 30,397 (820,761) 143,889
Net cash provided by (used in) financing activities (17,295) (20,150) (6,805) (24,856) (21,336) (13,220) (18,370) (61,061) (18,546) 896,521 (121,741)
R&D expenditures 21,597 20,633 20,435 20,362 20,289 17,313 18,5639 19,735 20,605 34,379 46,750
Capital expenditures 38,794 42,503 44,370 47,318 44,059 39,276 41,787 41,727 50,216 69,052 78,647
Depreciation and amortization 49,413 46,232 39,779 40,673 42,137 38,761 38,565 39,459 37,704 60,592*1 81,885*
At year-end

Total assets 941,303 933,162 985,771 1,009,843 940,494 932,698 1,026,999 1,074,983 1,076,381 2,203,606 2,142,390
Total net assets 295,745 314,966 345,811 319,087 308,142 311,231 368,994 465,340 519,433 718,080 818,452
Shareholders’ equity ratio 26.8 29.2 30.6 29.7 31.5 31.8 34.3 41.5 46.4 18.4 24.0
Return on equity (ROE) 6.9 3.6 3.2 1.0 0.3 41 1.5 27.9 156.5 (16.9) (2.6)
Interest-bearing debt*? 347,308 342,262 353,686 383,124 368,835 359,929 346,726 287,968 303,192 1,060,146 850,603
Debt/equity ratio (gross, times)*? 1.17 1.09 1.02 1.20 1.20 1.16 0.94 0.62 0.36 1.84 1.15
Per share*? (yen)

Net income (loss)—primary** 11.35 6.26 6.06 1.99 6.45 86.27 262.44 758.15 501.03 (5283.06) (77.40)
Net assets 168.33 182.24 201.27 209.76 2,076.05 2,080.85 2,473.06 3,057.16 3,423.25 2,782.79 2,838.51
Cash dividends (applicable to the period) 3.00 3.00 3.00 3.00 3.00 — 80.00" 120.00 130.00 65.00 65.00

The scope of nonfinancial data varies by item due to the integration process currently underway for Showa Denko and
Showa Denko Materials. Preparations are underway for the relevant data integration and disclosure prior to completing

the corporate integration in 2023. 2014 2015 2016 2017 2018 2019 2020 2021
Scope up to 2019 Scope from 2020
Number of employees (persons) Showa Denko (consolidated) 10,577 10,561 10,146 10,864 10,476 10,813 33,684 26,054  Consolidated
Ratio of employees working outside Japan (%) Showa Denko (consolidated) 43.9 44.4 401 44.0 44.2 45.0 54.6 51.2  Consolidated
Number of female managers Showa Denko (non-consolidated) 18 23 26 28 33 35 170 148  Showa Denko (consolidated) + Showa Denko Materials (non-consolidated)
Ratio of female managers (%) Showa Denko (non-consolidated) 2.28 2.99 3.44 3.72 4.60 4.90 7.10 7.25  Showa Denko (consolidated) + Showa Denko Materials (non-consolidated)
Number of occupational accidents (including non-lost time incidents)  Showa Denko (consolidated in Japan) 11 9 8 8 9 20 22 17 Showa Denko (consolidated in Japan) + Showa Denko Materials (non-consolidated)*”
Greenhouse gas emissions*® (kt-CO2) Showa Denko (consolidated in Japan) 3,650 3,673 3,714 3,654 3,416 3,419 3,922 4,072 Showa Denko (consolidated) + Showa Denko Materials (non-consolidated)
Scope up to 2020 Scope from 2021
Amount of water used (million m3) Showa Denko (consolidated in Japan) 6,262 6,004 5,872 5,947 5,775 5,884 5,905 6,677  Showa Denko (consolidated) + Showa Denko Materials (non-consolidated)
Ratio of industrial waste sent to landfills*® (%) Showa Denko (consolidated in Japan) 1.08 0.95 0.32 0.38 0.32 0.35 0.27 0.35  Showa Denko (consolidated in Japan) + Showa Denko Materials (non-consolidated)
Note: *1 Excludes amortization of intangible assets resulting from purchase price allocation (PPA) *3 Showa Denko consolidated every 10 shares of common stock into one share on July 1,
The tentative accounting policy applied to calculation of 2017 financial results, following the for Showa Denko Materials Co., Ltd. 2016. “Per share” indicators for 2015 and 2016 (except for cash dividends) are calculated
consolidation of the former SGL GE Holding GmbH, was finalized when the Company *2 From July 1, 2020, debt on lease is included in interest-bearing debt. The balance of on the basis of the number of outstanding shares after this consolidation.
settled accounts for the third quarter of 2018. Accordingly, the amounts of depreciation and interest-bearing debt on December 31, 2019, has been restated to reflect this change. *4 Net income (loss) per share has been computed based on the average number of shares
amortization and some other costs for fiscal 2017 were restated. Also, from the third quarter of 2020, due to Showa Denko Materials Co., Ltd., becoming of common stock outstanding during the respective fiscal year.
The amount in the above table includes those retroactively changed numbers for the year a consolidated subsidiary, the D/E ratio reflects the following situation: regarding preferred *5 Showa Denko resolved payment of dividends of ¥30.00 per share based on the record
ended December 2017. shares issued by HC Holdings K.K., a subsidiary, posted under non-controlling interests date of May 11, 2017 at the extraordinary general meeting of shareholders held in June
on the consolidated balance sheets, the value equivalent to 50% is added to each of 2017. Cash dividends applicable to 2017 include this amount.
interest-bearing debt and shareholders’ equity, in consideration of the characteristics of *6 The annual data are shown for the period from April 1 of the year to March 31 of the
the capital structure. For interest-bearing debt, net value is indicated after excluding cash next year.
and deposits and adding debt on lease. Determination of the 50/50 allocation for *7 Includes figures for partner companies.

preferred shares in light of the characteristics of the capital structure is based on the
rating of Japan Credit Rating Agency, dated April 21, 2020.
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Consolidated Balance Sheets

Note: The U.S. dollar amounts appearing on the following pages represent the arithmetical results of translating yen into U.S. dollars at the rate of ¥115.02 to US$1.00,
the approximate rate of exchange as at December 31, 2021.

Thousands of Thousands of

Millions of yen U8, dollars Millions of yen U.S. dollars
ASSETS 2021 2020 2021 LIABILITIES AND NET ASSETS 2021 2020 2021
Current assets Current liabilities
Cash and deposits ¥ 236,237 ¥ 198,982 $ 2,053,875 Short-term debt ¥ 74,451 ¥ 72,645 $ 647,287
Notes and accounts receivable 319,546 287,900 2,778,181 Current portion of long-term debt 72,857 56,387 633,425
Allowance for doubtful accounts (1,426) (1,092) (12,398) Notes and accounts payable 239,897 191,067 2,085,702
Inventories 203,879 190,208 1,772,548 Income taxes payable 17,180 6,041 149,364
Other current assets 40,295 46,645 350,329 Provision for repairs 4,848 28 42,152
Total current assets 798,531 722,644 6,942,536 Provision for bonuses 8,815 8,815 76,642
Provision for bonuses for directors 71 - 617
Provision for stock payments 39 13 336
Provision for business structure improvement - 1,748 -
Other current liabilities 70,492 75,327 612,869
Total current liabilities 488,650 412,071 4,248,394
Property, plant and equipment Noncurrent liabilities
Land 242,556 264,589 2,108,816 Long-term debt less current portion 683,448 906,365 5,941,991
Buildings and structures 343,574 351,987 2,987,084 Deferred tax liabilities 60,144 63,372 522,900
Machinery, equipment and vehicles 955,138 1,016,307 8,304,101 Provision for repairs 96 3,168 835
Leased assets 30,429 34,026 264,554 Provision for stock payments 196 204 1,708
Construction in progress 38,782 38,980 337,173 Provision for business structure improvement 812 654 7,058
1,610,479 1,705,890 14,001,727 Net defined benefit liability 17,523 24,750 152,345
Less: Accumulated depreciation (950,958) (978,771) (8,267,762) Deferred tax liabilities for land revaluation 30,128 30,241 261,934
Net property, plant and equipment 659,521 727,119 5,733,965 Other noncurrent liabilities 42,941 44,701 373,333
Total noncurrent liabilities 835,287 1,073,455 7,262,102

Contingent liabilities

Net assets
Shareholders’ equity
Capital stock

Investments and other assets Authorized, 330,000,000 shares
Customer related assets 141,141 152,564 1,227,100 Issued (2021): 184,901,292 shares 182,146 — 1,583,604
Investment securities 103,798 106,408 902,434 Issued (2020): 149,711,292 shares - 140,564 -
Long-term loans 674 741 5,856 Capital surplus 119,772 78,190 1,041,317
Net defined benefit asset 33,088 21,184 287,668 Retained earnings 143,335 165,572 1,246,172
Deferred tax assets 15,207 15,883 132,208 Less: Treasury stock at cost (2021): 3,824,243 shares (11,655) — (101,331)
Other 79,131 105,609 687,980 Less: Treasury stock at cost (2020): 3,828,732 shares - (11,657) -
Allowance for doubtful accounts (466) (7,747) (4,051) Total shareholders’ equity 433,598 372,669 3,769,761
Total investments and other assets 372,572 394,643 3,239,195 Accumulated other comprehensive income
Valuation difference on available-for-sale securities 2,838 3,728 24,678
Deferred gains or losses on hedges 1,167 908 10,146
Revaluation reserve for land 28,928 29,034 251,504
Foreign currency translation adjustments 38,421 (508) 334,040
Goodwill 311,766 359,200 2,710,539 Remeasurements of defined benefit plans 9,036 128 78,564
Total accumulated other comprehensive income 80,391 33,292 698,932
Non-controlling interests 304,463 312,119 2,647,045
Total net assets 818,452 718,080 7,115,738
Total assets ¥2,142,390 ¥2,203,606 $18,626,235 Total liabilities and net assets ¥2,142,390 ¥2,203,606 $18,626,235
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Consolidated Statements of Operations

Showa Denko K.K. and Consolidated Subsidiaries
For the years ended December 31, 2021 and 2020

Millions of yen

Thousands of

Consolidated Statements of Comprehensive Income

Showa Denko K.K. and Consolidated Subsidiaries
For the years ended December 31, 2021 and 2020

Millions of yen Thousands of

U.S. dollars
2021 2020 2021
Net income (loss) ¥ 2,657 ¥(65,101) $ 23,098
Other comprehensive income:
Valuation difference on available-for-sale securities, net of tax (949) (6,101) (8,250)
Deferred gains or losses on hedges, net of tax 259 474 2,251
Foreign currency translation adjustments 39,074 (4,770) 339,713
Remeasurements of defined benefit plans, net of tax 8,927 5,257 77,610
eoadros an fetos asooues o o sty mehoc 54
Total other comprehensive income ¥48,268 ¥ (5,087) $419,651
Comprehensive income ¥50,925 ¥(70,188) $442,749
Comprehensive income attributable to:
Owners of the parent 35,111 (81,294) 305,260
Non-controlling interests 15,814 11,107 137,489

U.S. dollars
2021 2020 2021
Net sales ¥1,419,635 ¥973,700 $12,342,508
Cost of sales 1,081,642 814,378 9,403,943
Gross profit 337,994 159,322 2,938,565
Selling, general and administrative expenses 250,796 178,771 2,180,453
Operating income (loss) 87,198 (19,449) 758,112
Other income (expenses)
Interest and dividends income 2,267 2,405 19,713
Equity in earnings of unconsolidated subsidiaries and affiliates 5,251 1,245 45,657
Gain on sales of investment securities, net 5,814 2,934 50,544
Foreign exchange gain (loss) 4,281 (2,979) 37,221
Gain on sales of noncurrent assets, net 1,104 2,645 9,602
Interest expenses (10,006) (6,986) (86,993)
Loss on retirement of noncurrent assets (4,838) (2,627) (42,062)
Impairment loss (11,564) (16,602) (100,542)
Environmental expenses (8,958) — (77,882)
Business structuring expenses (32,767) (5,908) (284,881)
Financing expenses - (16,075) -
Gain on sale of businesses 15,123 - 131,478
Loss on sale of businesses (12,078) — (105,008)
Other, net (17,901) (6,864) (155,635)
Total (64,272) (48,811) (558,787)
Income (loss) before income taxes 22,926 (68,260) 199,325
Income taxes
Current 26,957 6,891 234,371
Deferred (6,688) (10,051) (58,144)
Net income (loss) 2,657 (65,101) 23,098
Net income attributable to non-controlling interests 14,751 11,203 128,244
Net income (loss) attributable to owners of the parent ¥ (12,094) ¥ (76,304) $ (105,146)
Yen U.S. dollars
2021 2020 2021
Per share amounts
Net loss attributable to owners of the parent: Basic ¥(77.40) ¥(523.06) $(0.67)
Net loss attributable to owners of the parent: Diluted (77.40) (523.006) (0.67)
Cash dividends (applicable to the period) 65.00 65.00 0.57

Note: Net income per share has been computed based on the average number of shares of common stock outstanding during the respective fiscal year.
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Consolidated Statements of Changes in Net Assets

Showa Denko K.K. and Consolidated Subsidiaries
For the years ended December 31, 2021 and 2020

Consolidated Statements of Cash Flows

Showa Denko K.K. and Consolidated Subsidiaries
For the years ended December 31, 2021 and 2020

Millions of yen

Thousands of

Thousands Millions of yen
Valuation Deferred Foreign
Number of differenceon  gains or currency  Remeasurements
shares of avallable-for-sale losseson  Revaluation franslation of defined Non-controlling
capital stock Capital stock  Capital surplus ~ Retained earnings  Treasury stock securities hedges  reserveforland  adjustments benefit plans interests Total net assets
Balance as at December 31,2019 149,711  ¥140,564 ¥78,912  ¥249,246 ¥(11,664) ¥9,789  ¥433 ¥33,060 ¥4,140  ¥(5,114) ¥20,067 ¥519,433
Issuance of new shares - - - — - - - - - - - -
Dividends from surplus — — — (11,693) — — — — — — — (11,693)
Net loss attributable to owners _ _ _ (76,304) _ _ _ _ _ _ _ (76,304)
of the parent
Purchase of treasury stock — — — — ) — — — — — - ()
Disposal of treasury stock — — 0) — 11 — — — — — — 11
Increase by increase of consolidated _ _ _ _ _ _ _ _ _ _ _ _
subsidiaries
Decrease by decrease of _ _ _ _ _ _ _ _ _ _ _ _
consolidated subsidiaries
Change in treasury shares of the
parent arising from transactions — — (1,392) — — — — — — — — (1,392)
with non-controlling shareholders
Changes in liabilities for written put
options over non-controlling — — 660 — — — — — — — - 660
interests
Change due to merger — — 10 — - — — - — — — 10
Reversal of revaluation reserve _ _ _ 4,323 _ _ _ _ _ _ _ 4323
for land
Net changes of items other than _ _ _ _ _ (6,061) 475 (4,026) (4,646) 5,241 292,052 283,036
shareholders’ equity
Balance as at December 31,2020 ¥149,711 ¥140,564 ¥78,190 ¥165,572 ¥(11,657) ¥3,728 ¥908 ¥29,034 ¥(506) ¥128 ¥312,119  ¥718,080
Issuance of new shares 35,190 41,583 41,583 - - - - - - - - 83,165
Dividends from surplus - - - (9,500) - - - - - - - (9,500)
Net loss attributable to owners
of the parent - - - (12,094) - - - - - - - (12,094)
Purchase of treasury stock - - - - 6) - - - - - - (6)
Disposal of treasury stock — - 0 - 7 = = = = — — 7
Inorea_se b_y increase of consolidated _ _ _ 45 _ _ _ _ _ _ _ 45
subsidiaries
Decrease by decrease of _ _ _ _ _ _
consolidated subsidiaries - - - (690} - (690)
Change in treasury shares of the
parent arising from transactions - - - - - - - - - - - -
with non-controlling shareholders
Changes in liabilities for written put
options over non-controlling - - - - - - - - - - - -
interests
Change due to merger - - - - - - - - - - - -
Reversal of revaluation reserve
- - - 1 - - - - - - - 1
for land
Net changes of items other than - - - - - ©90) 259 (106) 38928 8,909 (7,656) 39,433
shareholders’ equity
Balance as at December 31,2021 184,901 ¥182,146 ¥119,772 ¥143,335 ¥(11,655) ¥2,838 ¥1,167 ¥28,928 ¥38,421 ¥9,036 ¥304,463 ¥818,452
Thousands Thousands of U.S. dollars
Valuation Deferred Foreign
Number of differenceon  gains or curency  Remeasurements
shares of available-for-sale losseson  Revaluation translation of defined Non-controlling
capital stock Capital stock  Capital surplus ~ Retained earnings ~ Treasury stock securities hedges  reserveforland  adjustments benefit plans interests Total net assets
Balance as at December 31,2020 149,711 $1,222,079 $679,791 $1,439,509 $(101,345) $32,416 $7,895 $252,427  $(4,402) $1,112 $2,713,608 $6,243,090
Issuance of new shares 35,190 361,525 361,525 - - - - - - - - 723,050
Dividends from surplus - - - (82,598) - - — — - - - (82,598)
Net loss attributable to owners
of the parent - - - (105,146) - - - - - - - (105,146)
Purchase of treasury stock - - - - (49) - - - - - - (49)
Disposal of treasury stock - - 0 - 63 - - - - - - 64
Increa_se b_y increase of consolidated _ _ _ 394 _ _ _ _ _ _ _ 394
subsidiaries
Decrease by decrease of _ _
consolidated subsidiaries - - - (5,998) - - - - - (5;298)
Change in treasury shares of the
parent arising from transactions - - - - - - - - - - - -
with non-controlling shareholders
Changes in liabilities for written put
options over non-controlling - - - - - - - - - - - -
interests
Change due to merger — — - - — - - — — - — -
Reversal of revaluation reserve _ _ _ 10 _ _ _ _ _ _ _ 10
for land
Net changes of tems other than = = = = —  (7,738) 2,251  (923) 338,442 77,452 (66,562 342,921
shareholders’ equity
Balance as at December 31,2021 184,901 $1,583,604 $1,041,317 $1,246,172 $(101,331) $24,678 $10,146 $251,504 $334,040 $78,564 $2,647,045 $7,115,738
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U.S. dollars
2021 2020 2021
Cash flows from operating activities
Income (loss) before income taxes ¥ 22,926 ¥ (68,260) $ 199,325
Adjustments for:
Depreciation and amortization 97,726 68,643 849,646
Impairment loss 11,564 16,602 100,542
Amortization of goodwill 17,720 9,322 154,058
Increase (decrease) in net defined benefit liability 4,038 2,431 35,107
Interest and dividends income (2,267) (2,405) (19,713)
Interest expenses 10,006 6,986 86,993
Financing expenses - 16,075 -
Equity in (earnings) losses of unconsolidated subsidiaries and affiliates (5,251) (1,245) (45,657)
Loss (gain) on sales and valuation of investment securities (5,101) (2,619 (44,348)
Loss on retirement of noncurrent assets 4,838 2,627 42,062
Loss (gain) on sales of noncurrent assets (1,104) (2,645) (9,602)
Loss (gain) on sales of businesses (3,045) — (26,474)
Business structuring expenses 32,767 5,908 284,878
Decrease (increase) in notes and accounts receivable-trade (51,628) 14,879 (448,859)
Decrease (increase) in inventories (43,739) 70,713 (380,274)
Increase (decrease) in notes and accounts payable-trade 72,694 (22,744) 632,008
Other, net (34,230) 13,272 (297,587)
Subtotal 127,914 127,540 1,112,104
Interest and dividends income received 7,266 6,546 63,174
Interest expenses paid (9,999) (5,371) (86,931)
Income taxes (paid) refund (9,898) (19,429) (86,058)
Net cash provided by (used in) operating activities 115,283 109,286 1,002,289
Cash flows from investing activities
Payments into time deposits (1,666) (885) (14,486)
Proceeds from withdrawal of time deposits 1,507 1,144 13,101
Purchase of property, plant and equipment (67,741) (64,500) (588,952)
Proceeds from sales of property, plant and equipment 2,223 7,723 19,327
Purchase of investment securities (3,270) (286) (28,432)
Proceeds from sales of investment securities 9,318 22,697 81,009
Purchase of investments in subsidiaries resulting in change in the scope
of consolidation o o P - (890,230) -
Proceeds from sales of investments in subsidiaries resulting in change in
scope of consolidation 9 9 84,133 — 731,460
Net decrease (increase) in short-term loans receivable (1,230) 67 (10,691)
Payments of long-term loans receivable (246) (630) (2,139)
Collection of long-term loans receivable 14,271 275 124,078
Other, net (8,693) (5,422) (75,571)
Net cash provided by (used in) investing activities 28,606 (930,047) 248,704
Cash flows from financing activities
Net increase (decrease) in short-term debt 11,352 (9,226) 98,695
Proceeds from long-term loans payable 24,300 702,163 211,268
Repayments of long-term loans payable (307,247) (44,134) (2,671,246)
Proceeds from share issuance of bonds 99,539 — 865,407
Redemption of bonds (25,000) — (217,354)
Proceeds from issuance of preferred stock 82,405 268,503 716,437
Purchase of treasury stock (7) ) (58)
Proceeds from sales of treasury stock 0 18 2
Cash dividends paid (9,479) (11,674) (82,416)
Proceeds from stock issuance to non-controlling shareholders 29,766 — 258,790
Cash dividends paid to non-controlling shareholders (16,117) (1,397) (140,123)
Pgé%r:)%sgfog g%é%?igrgﬁgas in subsidiaries without change in (5,293) (1,087) (46,018)
Other, net (5,960) (5,742) (51,822)
Net cash provided by (used in) financing activities (121,741) 896,521 (1,058,437)
Effect of exchange rate changes on cash and cash equivalents 14,634 434 127,228
Net increase (decrease) in cash and cash equivalents 36,782 76,194 319,784
Cash and cash equivalents at the beginning of the year 197,928 121,734 1,720,811
Increasc_e in cash anq 9a§h equivalents resulting from newly 299 _ 1.991
consolidated subsidiaries 2
Cash and cash equivalents at the end of the year ¥ 234,938 ¥ 197,928 $ 2,042,585
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Corporate Data

(As of December 31, 2021)

Company Name Showa Denko K.K. Employees Consolidated 26,054 Head Office
Formed June 1, 1939 Parent 3,298 13-9, Shiba Daimon 1-chome,
. L Minato-ku, Tokyo 105-8518, Japan
C lidated Subsid 124
Capital ¥182,146 million onsolidated subsidiaries

Equity method applied 13

Stock Information

(As of June 30, 2022)

Stock Information Shareholders by Sector

Authorized number of shares 330,000,000
Number of shares outstanding 184,901,292
Number of shareholders 85,754
Shareholders (Top 10)
Stake in the Company

Number of shares Rate of

held (in thousands) shareholding (%)
The Master Trust Bank of Japan Ltd. (Trust Account) 29,704 16.38
KOREA SECURITIES DEPOSITORY — SAMSUNG 9,062 500 @ Foreign corporate entities, etc
Custody Bank of Japan, Ltd. (Trust Account) 8.866 4.85 .......................................... 70,816 thousand 38.30%

"""" @ Financial institutions. ...62,735 thousand 33.93%

BNY GCM CLIENT ACCOUNT JPRD AC ISG (FE-AC) 5,550 3'0,6 ,,,,, Individuals ..........cccceerenn 37,588 thousand 20.33%
STATE STREET BANK AND TRUST COMPANY 510312 4,905 270 Japanese corporate entities
Fukoku Mutual Life Insurance Company 4,517 249 6,400 thousand ~ 3.46%
STATE STREET BANK AND TRUST COMPANY 505223 4,275 2.3é 77777 Securities firms.................... 3,808 thousand  2.06%
STATE STREET BANK AND TRUST COMPANY 510311 4,135 028 Treasury Shares ................ 8,554 thousand  1.92%
HSBC BANK PLC A/C M AND G (ACS) 4,131 2.2é 77777
The Dai-ichi Life Insurance Company, Limited 2,700 1.4§ 77777

Note: Each rate of shareholding was calculated after deducting the number of treasury shares (3,554 thousand) from the number of shares outstanding.

Disclosure Materials

Showa Denko discloses information through its integrated reports and a variety of other communication tools.

Value Creation Narrative
1\

Financial information

}
v

® Securities reports*

* Financial results summaries*

* Financial results presentations, etc.

* Business reports

* Annual financial reports (only available in English)

[0 Corporate governance reports*

|eloueul

* Corporate brochures (for a variety of stakeholders)

* Internal Group magazines (for employees)

© Business site CSR reports (for community members
and customers)

© Sustainability website
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* IR website
* Legally mandated disclosure
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Comprehensive
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Publication of SHOWA DENKO Report 2022

Thank you for reading SHOWA DENKO Report 2022. This report has
just been issued in 2022, the year before the full integration of Showa
Denko and Showa Denko Materials to form Resonac Corporation®.
We had two focuses in mind when writing this report.

The first was to communicate our planned strategies and actions to
achieve the vision for the newly integrated company put forth in our
long-term vision for 2030. We intend the information and stories in this
report to help you understand the concrete approach we will take
toward creating value based on our purpose of “Change society
through the power of chemistry.” We are in the process of advancing
initiatives to encourage employees to form an intimate and personal
connection with this philosophy, which is comprised of our purpose and
values. We have also defined material sustainability issues of the newly
integrated company based on our vision and philosophy and introduced
nonfinancial targets that show the pathway to achieve our vision.

The report also contains messages from the leaders of the
workplaces who will be responsible for initiatives based on these
issues. We also plan to upload messages from employees in relation
to this report onto our corporate website, to facilitate a constructive
dialogue. Furthermore, the report includes information on some of the
co-creative initiatives that business and function divisions are
engaged in with stakeholders as part of our quest to become a
“Co-creative Chemical Company.”

This information is meant to show various stakeholders our unique
and specific efforts to create value.

Editorial Policies

Publication Date Referenced Guidelines

August 2022 This report was prepared while referencing the International

Integrated Reporting Framework of the Value Reporting

Foundation; the SASB Standards of the Sustainability

Accounting Standards Board of the United States; the

Guidance for Integrated Corporate Disclosure and

Company-Investor Dialogue for Collaborative Value

Creation: ESG Integration, Non-Financial Information

Disclosure, and Intangible Assets into Investment of the Ministry of Economy, Trade
Scope and Industry; the Sustainability Reporting Standards of the Global Reporting Initiative;
and the final report of the Task Force on Climate-related Financial Disclosures.

Reporting Period

January 1 to December 31, 2021.
Some information on disclosure items
and business activities from after
January 1, 2022, is also provided.

Showa Denko K.K. and its consolidated
subsidiaries (including Showa Denko

Materials Co., Ltd.) Display Methods in This Report

described above.

Figures and information in this report refer to the corporate entity comprised of Showa
Denko K.K., Showa Denko Materials Co., Ltd., and their consolidated subsidiaries.
Indication is provided when the scope of figures or information differs from that

The second focus was to introduce the new management team as
part of the substantive integration of Showa Denko and Showa Denko
Materials. In January 2022, both companies were united under a
management team led by President and CEO Hidehito Takahashi. We
sought to communicate the thoughts of President Takahashi and 11
other members of this team on managing this new company, and we
hope that these messages will help you form trust in the newly
integrated company.

In the corporate governance section, the Board members
discussed the process of how they selected Mr. Takahashi as new
CEO as well as the reasons why they confidently chose him for his role.

We will make a fresh start as a new corporate group in January
20283. Real-time updates on our progress in the areas of the
integration process will be provided via our corporate website. We
invite you to refer to this information also.

The Showa Denko Group welcomes opportunities for engagement
and we ask for your earnest input and ongoing support for the Group
as we move ahead.

Hideki Somemiya Chief Financial Officer (CFO)
Tomomitsu Maoka Chief Strategy Officer (CSO)

* The change of company name and the transition to a holding company structure are
subject to approval at the extraordinary shareholders’ meetings scheduled to be held for
both companies in late September 2022.

Third-Party Verification of

Environmental and Safety Data

Data disclosed by the Company are submit-
ted to third-party verification each year to
ensure reliability.

For details, please refer to the

relevant website.

Caution Regarding

Forward-Looking Statements
Performance forecasts and other forward-
looking statements are based on information
available as of the time of publication of this
report and certain assumptions judged to be
reasonable. Actual performance may vary
materially due to risks, uncertainty,

or other factors.

Process of Preparing SHOWA DENKO Report 2022

Promotion Council, attended by the CEO and all other chief officers

a Planning and preparation of content by means of
monthly planning meetings
Members: CFO Hideki Somemiya, CSO Tomomitsu Maoka, and staff
from the IR Office, the Corporate Planning Department, the Brand
Communication Department, and the Sustainability Department

Collaboration with content and support members from relevant
divisions and draft writing

Discussion and approval by the Management Committee and
the Board of Directors

n Decision of direction and message during meetings of the Sustainability

Members of the Integrated Report Planning Committee

SHOWA DENKO Report 2022
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