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Possibility of
Chemistry.

Editorial Policy

On May 1, 2015, Denka celebrated the centennial of its founding.
In line with our corporate philosophy, “Creating valuable things that
benefit society from resources with advanced technologies,” we
have formulated the corporate slogan “Possibility of Chemistry” while
signaling a new start by changing our company name from DENKI
KAGAKU KOGYO KABUSHIKI KAISHA to Denka Company Limited
on October 1, 2015.

To reinforce our operating foundation in anticipation of the next 100
years, we have been implementing the Denka100 management plan,
which we launched in April 2007. In step with changes in the economic
climate and other factors, we revised the plan and reinforced it with new
growth strategies in April 2013, with the target year set at fiscal 2017.

The Special Feature section of the Denka Group CSR Report 2015
presents a history of our hydroelectric power operations, which have
played a crucial role in the creation of our business foundation (pages
6 and 7). Also contained in the report is an introduction to the Denka
Principles, which we formulated in April 2015 as a guide for employee
business conduct, and a discussion of the meaning behind the new
corporate slogan “Possibility of Chemistry” (pages 10 and 11).

In addition, the report goes into considerable depth about the four
business divisions’ strategies, with particular focus on progress under
new growth strategies related to overseas expansion, as well as on
each business’s activities aimed at creating new value (pages 14 to 21).
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Also provided is a look at our efforts in the area of safety,
with reports on the status of countermeasures undertaken to
prevent accident recurrence, focusing on the two major accidents
experienced in fiscal 2013, namely, a heat blast from an electrical
furnace at the Omi Plant and a fire from a distillation tower of the
Chiba Plant’s CM-3 styrene monomer production facility. We have
received third-party verification of our efforts backed by positive
comments from an external specialist. Our Basic Policy for Workplace
Safety, Health, Security and Disaster Prevention, formulated on April 1,
2015, to clarify our uncompromising stance on safety and eliminating
occupational accidents and disasters, is also furnished in these
articles (pages 28 to 31).
In addition, with a view to stepping up our CSR activities, we
focused on improving the process followed in preparing this report
while incorporating new initiatives. Specifically, we:
® Discussed processes for value creation and examined business
models with representatives from the four business divisions, thereby
improving the content of the report based on the principle of materiality,
and

® Worked with a CDP* reporting task force to raise employee awareness
of environmental activities. Although the results of this collaboration
have yet to be reflected in our CSR report, efforts are now under way
to disclose such information as Scope 3 GHG emissions.
* Carbon Disclosure Project (CDP)

Coverage

e Fiscal 2014 (April 1, 2014, through March 31, 2015)

N.B., this report includes additional information on some initiatives
undertaken subsequently in fiscal 2015 while presenting numerical targets
for and performance statistics from the past several fiscal years.

Scope

Unless stated otherwise, the environmental data presented in this report
covers the business sites of Denka and key affiliates listed below.

e Business sites: Six production sites (Omi, Omuta, Chiba, Shibukawa,
Ofuna and Isesaki) and four R&D institutes (the Advanced
Technologies Research Institute, the Life Innovation
Research Institute, the Infrastructure & Solutions
Development Research Institute at the Denka Innovation
Center and the Polymer & Processing Technology Institute)

o Key affiliates:  Denal Silane Co., Ltd. and Denak Co., Ltd. at the Omi
Plant as well as TOYO STYRENE Co., Ltd., and Taiyo
Vinyl Corporation at the Chiba Plant

Guidelines
o The G4 Sustainability Reporting Guidelines of the Global Reporting Initiative (GRI)

(This report includes data related to disclosure standards set out in the GRI
Sustainability Reporting Guidelines. However, the report is not fully compliant with
these guidelines.)

e The Environmental Reporting Guidelines 2012 of Japan’s Ministry of
the Environment
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Website-Only Content

For CSR reporting, Denka utilizes both printed booklets and online
references that are prepared in PDF format and posted on its website.
While the former present the latest examples of Denka'’s initiatives
aimed at achieving sustainable growth, the latter cover information
on its long-standing CSR activities. In addition, the Global Reporting
Initiative (GRI) Content Index is attached to the web-based references
to the Denka Group CSR Report 2015.

Please see also Site Reports (posted on the website in PDF
format) for detailed information on each business site and affiliate.

Inquiries:

CSR & Corporate Communications Dept.

Denka Company Limited

TEL. +81-3-5290-5511

FAX. +81-3-5290-5149

Nihonbashi Mitsui Tower, 1-1, Nihonbashi-Muromachi 2-chome,
Chuo-ku, Tokyo 103-8338, Japan

www.denka.co.jp/eng
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To Our Stakeholders

Celebrating the Centennial of

Our Founding

Remaining Focused while Flexibly Pursuing Sustainable
Growth in an Evolving Business Environment

5. YpslaAD

President & CEO

Denka Company Limited

J Looking Back Over the Last 100 Years

In 2015, we celebrated the centennial of our founding. As we mark
this milestone, we would like to take the opportunity to express our
sincere gratitude to all of our stakeholders, without whose
encouragement and support we would not have thrived.

Denka’s inauguration dates back to 1915, when the Hokkai
Carbide Plant launched by Dr. Tsuneichi Fujiyama, Japan’s
pioneering chemist in calcium carbide production, was reorganized
into DENKI KAGAKU KOGYO KABUSHIKI KAISHA (nicknamed
Denka) to manufacture and market calcium carbide and calcium
cyanamide. Through the provision of calcium cyanamide fertilizer,
Denka helped improve farmland soils and increase crop yields, and
the Company took on various technological challenges over the
years in the interest of facilitating the modernization of agriculture
throughout Japan.

Since the Company’s inception, Denka’s management has
been engaged in robust dialogue with customers and wholeheartedly
addressing challenges with an unwavering commitment to helping
resolve issues confronting society through chemistry and
manufacturing. The spirit of our predecessors is encapsulated in our
current corporate philosophy “Creating valuable things that benefit
society from resources with advanced technologies,” and this spirit
has, in tun, led to the creation of businesses that range from
chloroprene rubber, synthetic resins, cement, special cement
additives and electronic materials to pharmaceutical products.
Moreover, this spirit constitutes a crucial part of our uncompromising
and sincere corporate culture dedicated to the pursuit of higher
functionality and quality.

In 2015, we formulated the new corporate slogan “Possibility
of Chemistry” to better convey our corporate philosophy to the
general public in a more concise manner. The slogan is intended
to communicate Denka'’s founding spirit to future generations.

Denka President Shinsuke Yoshitaka delivering a greeting at a commemorative
centennial event
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Initiatives to Prevent Major Accidents and
Maintain Worksite Safety

In 2013, we experienced two major accidents, namely, a heat
blast from an electrical furnace at the Omi Plant and a fire during
facility demolition carried out at the Chiba Plant. Drawing lessons
from these accidents, we have been implementing steps to
prevent recurrences while structurally stepping up our safety and
security measures by utilizing external certification systems,
including those stipulated by Japan Society for Safety Engineering,
as well as advice from outside experts.

In April 2015, we established our Basic Policy for Workplace
Safety, Health, Security and Disaster Prevention to help all Group
members adopt a fundamental approach that puts the utmost
priority on safety. Also, these policies are intended to provide a
public statement on our commitment to becoming a company that
is more trustworthy and capable of eliminating accidents and
disasters. To fulfill our social responsibiliies as a chemical
company, | myself will spearhead safety activities while chairing the
Safety Measures Headquarters.

I Promoting the Denka100 Management Plan
New Growth Strategies

Due to rapid globalization and the advance of information
communication technologies, the business environment is changing
quickly and leaving companies not ready to adapt to evolving market
needs and economic conditions behind. In line with our aim to secure
sustainable growth over the next 100 years, we have established the
Denka100 management plan, under which we are promoting new
growth strategies and implementing concrete measures.

To create the most optimal production network, we
established new plants in Vietnam and China to produce VINI-TAPE
(vinyl chloride-based adhesive tape) and ALSINK (thermal
conductive plate for electronic circuits), respectively. Moreover, we
decided to acquire the chloroprene rubber business of DuPont, a
U.S.-based chemical company that was the first in the world to
commercialize chloroprene rubber. Using this big decision as a
springboard, we will further strengthen our chloroprene rubber
business, solidifying our top global market position for this product.

In addition, we are striving to focus our management resources
on new growth drivers. Thus far we have established regional
headquarters for the special cement additive business in Shanghai
and Singapore to capture burgeoning infrastructure development
demand in China and Southeast Asia while launching production
bases in Tianjin and Malaysia. Moving ahead with next-generation

product development, we have acquired Icon Genetics GmbH, a
Germany-based biopharmaceutical R&D company. This acquisition
should help speed the development of new manufacturing methods
for diagnostic reagents and vaccines and to create such novel
pharmaceutical products as norovirus vaccines.

In April 2014, we completed the Denka Innovation Center
main building to facilitate open innovation aimed at contributing to
a better future society. This facility provides a place for robust
interaction between the Company and external organizations and
business partners from around the world, and there are a number
of collaborative projects under way at the site intended to
maximize the possibility of chemistry and create R&D results that
embody our new corporate slogan.

/ Promoting Environmental Management

Over its 100-year history, Denka has accumulated a wealth of
experience and know-how in the construction and operation of
hydroelectric power generation facilities and the development of
environment-friendly technologies that help reduce the energy
consumption of manufacturing processes. This arsenal of
strengths  will, we believe, constitute a key to promoting
environmental management over our next 100 years.

The prevention of global warming and the utilization of clean
energy have become crucial management issues for us as our
manufacturing  facilities are  particularly  energy-intensive.
Furthermore, improvements in yield ratios and energy efficiency
will further strengthen our operating foundation as we am to
scrutinize every cost element in line with our growth strategy.
Meanwhile, we are transferring calcium carbide manufacturing
technology to China with the aim of helping create a better
worksite environment and preserving the global environment in a
way only Denka can do. We will proactively implement these and
other initiatives to make greater international contributions.

J Strengthening Corporate Governance

We believe that for businesses to thrive, they must maintain the
trust of society through responsible conduct as corporate citizens.
No business can thrive outside society. In line with this belief, we
obtained the approval of the annual General Stockholders’
Meeting held in June 2015 with regard to revisions in our Board of
Directors’ composition, as part of our initiatives to strengthen
corporate governance. Specifically, we increased the number of
outside directors to three while decreasing the total number of
directors by two. Also, we appointed a Chief Compliance Officer in
July 2015. In these ways, we are striving to enhance the
transparency and soundness of management.

I Our Policies on Shareholder Returns and
Strategic Investment

We established our Policy on Shareholder Returns in line with our
determination to return profits yielded by initiatives executed under
the Denkal00 management plan to our shareholders.
Simultaneously, we set a budget for M&A and other strategic
investments aimed at further growth. We will strive to ensure our
financial soundness while maximizing shareholder returns and
resources for forward-looking strategic investments, with the goal
of swiftly achieving an ROE of 10% or greater.

I Developing Human Resources and a Favorable
Working Environment for Sustainable Growth

We recognize that human resources are the foundation for achieving
sustainable corporate growth. We therefore consider that it is

essential to help each worker realize his/her full potential, develop a
favorable workplace in which they can find their job rewarding and
upgrade our personnel system in step with social changes.

With these factors in mind, we are enhancing our overseas
training programs for younger employees while stepping up
initiatives to help senior engineers pass on our technological
heritage to a younger generation. We are also revising our personnel
systems to reward highly motivated employees and offer them
greater career opportunities. Moreover, we are striving to cut
overtime work, systematically assist women with their pursuit of
higher careers and improve our mental-health countermeasures.

Y Establishing “Denka Principles”

Today, a significant number of Denka Group employees are
engaged in business operations outside of Japan. Given this, we
established the Denka Principles in April 1, 2015, with the aim of
clarifying our fundamental stance for business conduct, basic
precepts that should be always referred to by employees, and the
way we relate to society.

Specifically, these principles represent our commitment to
putting the utmost priority on safety, giving due consideration to
the environment, creating new value through manufacturing and
remaining a company worthy of the trust of society. We ask every
employee to take heed of and take action in line with these
principles. With a set of values established to serve as a
cornerstone for corporate activities and to be shared throughout
the Group, we sincerely hope that each employee takes pride in
his or her duties as a Denka Group member and achieves success
in his or her career.

J Taking a New Step as Denka Company Limited

Based on my observations of employees pursuing challenging
targets, | am confident that our corporate culture has become
more ambition-oriented. However, we have yet to accomplish the
goals set forth in the Denkal00 management plan and there
remain many issues to be addressed as we work to create a more
flexible and robust enterprise capable of achieving growth
regardless of external factors. We must tackle these challenges by
rallying the strength of all Group employees.

We therefore changed our company name to Denka Co., Ltd.
on October 1, 2015. Undertaken during this milestone year, this
move was intended to announce our renewed commitment to
pursuing further growth into the future. Since the new appellation
is more easily pronounced, it is expected to help to further
enhance our name recognition among stakeholders. Under the
new company name, we will strive to fulfill our responsibilities as a
corporate citizen, thereby living up to the expectations and trust of
society.

We sincerely ask for your ongoing support for our Group
operations.

Denka Group CSR Report 2015
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Special Feature

History of Denka’s Hydroelectric Power

Generation

Denka’s business growth over its 100-year history has gone hand in hand with its development of a robust network of hydroelectric power plants.

In addition to carburization materials and high-quality limestone, the production of calcium carbide requires a steady source of power to run the
electrical furnaces used. Our hydroelectric power generation facilities are therefore a crucial component of our operating foundation centered on
electrochemistry, as indicated by our original company name, DENKI KAGAKU KOGYO (which literally translates as Electrochemical Industry).

Having just celebrated the centennial of our founding, in the following section we explore the history of our hydroelectric power operations from the

very beginning.

Why Hydroelectric Power
Generation Been So Crucial to
Denka’s Development

In 1901, Dr. Tsuneichi Fujiyama, one of
Denka’s founders, became the first in
Japan to manufacture calcium carbide.
To do so, he utilized surplus electricity
from the Sankyozawa hydroelectric
power plant” run by Miyagi Boseki Dento
Kabushiki Kaisha in Sankyozawa, Miyagi
Prefecture. Based on this experience,
Dr. Fujiyama then launched the Hokkai
Carbide Plant in Tomakomai, Hokkaido,
in 1912. Fed by surplus electricity from
the Chitosegawa power plant run by
Qji Paper Co., Ltd., this facility was a
direct precursor of Denka, which was
established in 1915.

The electrical furnace production of
calcium carbide requires both a stable
supply of low-cost electricity and
high-quality raw materials. Given the

underdeveloped public electricity supply dire business environment, with a drastic plant were to expand its operations, it facilities and their transmission lines 2018, Denka has been constructing 2022
network in Japan back then, Denka decline in fertilizer demand and a surge would be essential to secure a more to the “National Policy Company” in the New Omigawa Power Plant while at r
needed to develop its own hydroelectric in electricity rates eroding its operating stable and robust energy source. accordance with a government order. the same time conducting preparatory Mol
power generation facilities in order to base. To cope, Denka executed such Denka thus resolved to take advantage After the war. the Omuta Plant was able surveys for the construction of the No. 6
augment its production capacity and restructuring measures as downsizing of the Oyodogawa River in Miyazaki to quickly restore its faciliies, which New Himekawa Power Plant No. 6 by 2018 (scheduled)
expand business operations. its workforce, reducing its capital and Prefecture and in 1925 established the had been damaged by airstrikes, but Kurobegawa Electric Power Company. 1
* Still operating today, the Sankyozawa hydroelectric st.reamllnlng production  processes. Oyodogawa Power Plant No. 1, installing the power plants were not returned to We favor a natural inflow  type 79§2 New Omigawa

power plant is the oldest power plant of its kind and Simultaneously, the Company sought transmission lines from Miyazaki to Denka. For 10 years, the consequent 1977 Kita-otari (scheduled)

s run by Tohoku Electric Power Co., Inc. to stabilize its electricity supply through VYatsushiro with the cooperation of local °

participation in the management  of stakeholders. Once the plant was ;o0 1939 1965 Sasakura
Hydroelectric Power Generation Kurobegawa Electric Power Company. brought online, its maximum fs ° YokoT<awa No. 2
R . In 1932, Denka successfully became a Omigawa

Facilities of Our Omi Plant Y LR B ) TS 00 0:0h i 1964 No.

That same year, Denka launched
the manufacture of calcium carbide at
its Omi Plant, having acquired mining
rights to limestone mines along with
water rights through a merger with
Hokuriku Suiden Kabushiki Kaisha and
Takasago Suiryoku Denki Kabushiki
Kaisha, the latter of which constructed
the Kotakigawa Power Plant (Photo
1). In 1923, Denka established the
Otokorogawa Power Plant (Photo 2) and
in 1926 began purchasing electricity from
Kurobegawa Electric Power Company
as well. Thus, from the very beginning,
Denka strove to secure a sufficient and
stable power supply to ensure its ability
to accommodate burgeoning demand
for fertilizer made using calcium carbide.

However, in 1927 Japan was hit by
the Showa financial crisis and this was
shortly followed by the Great Depression,
which left the world in economic turmail.
For five years, Denka struggled amid a

jointmanager of this utility by joining its own

get over the crisis by securing continuous
access to electricity. In 1938 and 1939,
Denka went on to establish, respectively,
the Oami and Omigawa power plants.

1. A photograph of a Francis turbine runner at Kotakigawa
Power Plant (taken shortly after the facility's launch)

History of Hydroelectric Power
Generation at Our Omuta Plant

Established in 1916, the Omuta
Plant was powered by the local utility
Kumamoto Denki Kabushiki Kaisha
in addition to surplus electricity from
Mitsui Mining Co., Ltd. However, if the

3. Oyodogawa Power Plant No. 2 under construction (with then Chairman Ginjiro Fujiwara on the left of the front row)

Atthetime, plans called for establishing
a second hydroelectric power generation
facility, with the commencement of
construction  scheduled for 1927.
However, the aforementioned financial
crisis hit the country right before the
construction kickoff. Despite the harsh
business climate, under the leadership
of then Chairman Ginjiro Fujiwara, who
was determined to accomplish the
project even if he had to “offer himself as
a collateral for loans,” Denka managed
to establish the Oyodogawa Power
Plant No. 2 (Photo 3) in 1931. Boasting
the maximum output of 30,000kW, this
facility helped stabilize the Omuta Plant’s
operations.

During the World War I, however,
Denka was forced to contribute the
output of these two power generation

power shortage hindered the Omuta
Plant’s ability to achieve its full
production capacity, forcing it to again
downsize its workforce.

After many years of hardship, the
Omuta Plant was eventually able to
secure a stable electricity supply thanks
to the post-war development of electric
power generation facilities by public
utilities.

In summary, the 100 years of Denka’s
hydroelectric power generation attest
to the importance of stable and low-
cost electricity to the establishment of a
robust operating foundation.

Building a New Hydroelectric
Power Plant
With operational kickoff scheduled for

°
In 1921, the Omi Plant was founded electric power generation facilities, along 1962 Yokokawa
in the Hokuriku area, where there was with those of its partner Nihonkai Denki 1934 1961 No. 2
ready access to rich limestone reserves Kabushiki Kaisha (now Hokuriku Electric o Taki;ami Nagatsuga
and rivers running through hilly terrain Power Company), with Kurobegawa Hlnh]gkgwa 1941
that ensured abundant water current for [ )

; i 1931 Denka’s Oyodogawa power plants
hydroelectric power generation. £ S B e
Oyodogawa power “National Policy Company Oami Power Plant concurrently
serves as Denka's power generation

Electric Power. This move helped Denka

1930 fore

The Development of Hydroelectric Power

plant management center

Hydroelectric Power Plants /—
Contending with Nature

Denka's hydroelectric power generation
facilies  employ natural inflow type
power generation systems that utilize
the momentum of water flowing down
steep slopes. The maintenance of these
facilities sometimes involves dealing with
natural disasters, such as floods and
heavy snowfalls.

Our facliies have on occasion
pbeen hit by mudslides in the wake of
rainstorms, with their dams, conduits
and hydraulic steel pipes suffering
damage. Also, avalanches and heavy
snowfalls have occasionaly harmed
power generation faciites as well as
substations and transmission lines. Given
this, we remain vigilant to changes in the
weather, looking to proactively mitigate
risk while continuously enhancing our
preparedness to minimize damage in the
face of natural disaster.

hydroelectric power generation system
for both facilities as this minimizes the
impact of hydroelectric power plants on
the environment.

In the face of growing calls for the
utilization of renewable energy to
help curb global warming, Denka wil
effectively utilize and expand its network
of hydroelectric power generation plants
while leveraging its diverse know-how
and technologies in the energy field.
In these ways, Denka will continue
to promote the use of clean energy,
thereby fulfilling its social responsibility.

n
©
®
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<
m
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History of Our Hydroelectric 1930 )

Generation Technologies

) Umikawa No. 2
1925 Oyodogawa Umikawa No. 1 Denka has been operating power generation facilities for a long time electricity supply and demand has long been a crucial technological
1923 ° No.1 No.4 and over that period has successively upgraded aging generators challenge for Denka. One way this challenge has been met has been
1921 ([ ] Umik and turbine runners so that today it boasts a lineup of high-efficiency, the development of a centralized system to manage the operation of
i Otokorogawa nl\]llo aéNa cutting-edge models. multiple power generation facilities.
[ i As th | f ri i is aff imi iCi ion,
Kotakigawa D T e Sy s the water volume of rivers varies by season and is affected by To maximize the efficiency of power generation, Denka takes

weather conditions, the momentum of a given water current is inherently
unstable. Moreover, the energy demand of a given production facility
may also fluctuate. Therefore, striking the optimal balance between

a flexible approach to the management of its hydroelectric power
generation plants, for example, increasing or decreasing water intake to
accommodate seasonal changes in water volume.

Otokorogawa Power Plant
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Business Overview

Corporate Profile (as of October 1, 2015)

Name Denka Co., Ltd. Paid-in Capital ¥ 36,998,436,962 (as of March 31, 2015)
Established May 1, 1915 Employees Consolidated: 5,309
Of those, domestic: 4,941; overseas: 368
Non-consolidated: 2,934 (As of March 31, 2015)

Business Sites  Head Office Plants
Nihonbashi Mitsui Tower, 1-1, Nihonbashi-Muromachi 2-chome, Omi (Itoigawa, Niigata), Omuta, Chiba (Ichihara, Chiba and Bibai,
Chuo-ku, Tokyo 103-8338, Japan Hokkaido), Shibukawa, Ofuna (Kamakura, Kanagawa), Isesaki (Isesaki
Tel: +81-3-5290-5055 and Ota, Gunma)
Branches Overseas Subsidiaries & Offices
Osaka, Nagoya, Fukuoka, Niigata, Hokuriku (Toyama), Sapporo, New York, California, Diisseldorf, Singapore, Vietnam, Shanghai,
Tohoku (Sendai) Beijing, Guangzhou, Suzhou, Hong Kong, Tianjin, Taiwan, Seoul and
Sales Offices Dubai
Nagano, Gunma (Takasaki), Akita, Hiroshima, Shikoku (Takamatsu) Major Affiliates
Research Institutes Denka Polymer Co., Ltd. (Koto-ku, Tokyo)
DENKA Innovation Center [Advanced Technologies Research Denka Seiken Co., Ltd. (Chuo-ku, Tokyo)
Institute, Life Innovation Research Institute, Infrastructure & Solutions CRK Corporation (Takasaki, Gunma)
Development Research Institute] (Machida, Tokyo) Hinode Kagaku Kogyo (Maizuru, Kyoto)
Polymer & Processing Technology Institute (Ichihara, Chiba) Denka Azumin Co., Ltd. (Hanamaki, Iwate)

Total Assets/Total Net Assets
(consolidated)
I Total assets Ml Total net assets —O~— Net assets per share

Net Sales Ordinary Income
(consolidated) (consolidated)

(Billions of yen) (Billions of yen) -
400 30 (Billions of yen) (Yen)

384.0——
7 37638
3579 364 3416

500 500

23.1 24.3

10 1 12 13 14 Fy)

Denka’S Overseas EXpanSion @ Regional headquarters @Manufacturing bases ®Sales bases @R&D bases

Denka Inorganic Materials
(Tianjin) Co., Ltd.

Denka Electronics

® Denka Chemicals GmbH Materials Dalian Co., Ltd.

@ Icon Genetics GmbH

Denka’s
Business
Operations Main products

Elastomers & Performance Plastics

o TS

e Chloroprene rubber e Acetylene black ® Flectronic circuit substrates
e Styrene monomer e Fused silica e Fine ceramics
e Polystyrene resin  Electronic packaging materials

* ABS resin e Polyvinyl alcohol

Chloroprene Rubber

A synthetic rubber used for a variety of applications, including hoses and

belts for automotive components, adhesives and industrial equipment.
As the world’s largest chloroprene rubber producer, Denka exports
approximately 80% of its domestic chloroprene rubber output, which
is produced at its Omi Plant. In addition, now that it has taken over the
chloroprene rubber business of U.S.-based DuPont, Denka is better
positioned to expand further into overseas markets by utilizing its
production bases in Japan and the United States.

Infrastructure & Inorganic Materials

Main products
e Fertilizers e Calcium carbide

e Fire resistant materials ® Cement
e Special cement additives

Special Cement Additives

These materials enhance the functionalities of cement and concrete
when added into them. Denka’s special cement additives are widely
used for construction and civil engineering applications, including bridge
columns, tunnels and groundwork for buildings. In response to today’s
growing demand for infrastructure development in China and Southeast
Asia, Denka established sales and manufacturing bases in both of these
two market areas while stepping up the development of new products
and the proposal of solutions to accommodate local needs.

Domestic Bases

®RA&D bases Denka Innovation Center
Polymer & Processing Technology Institute

®Plants  Omi Plant Omuta Plant  Chiba Plant
Shibukawa Plant ~ Ofuna Plant Isesaki Plant

Denka Korea Co., Ltd.
Denka Chemicals Shanghai Co., Ltd. BEIJING BRANCH /

Denka China Representative Office
Denka Chemicals Development Suzhou Co., Ltd
Denka Advanced Materials (Suzhou) Co., Ltd. &
Denka Chemicals Shanghai Co., Ltd. — \ Denka Chemicals Shanghai

i ’ GUANGZHOU BRANCH \ Co., Ltd.
Denka Middle East and Africa FZE @ \ Denka Infrastructure

Denka Advanced Materials Vietnam Co., Ltd. @ . .
Denka Taiwan Corporation

Denka Chemicals Hong Kong
Co., Ltd.

Denka Infrastructure Malaysia Sdn Bhd.

8 Denka Group CSR Report 2015

Technologies Shanghai Co., Ltd.

Major affiliates (manufacturing-related)

CRK Corporation Hinode Kagaku Kogyo
Denka Azumin Co., Ltd. Denka Polymer Co., Ltd.
Denka Seiken Co., Ltd.

® Denka Advantech Pte. Ltd. Tuas Plant
® Denka Advantech Pte. Ltd. South Plant

Denka Singapore Private Limited Seraya Plant @

/.

Denka Singapore Private Limited Merbau Plant

Electronics & Innovative Products

Main products

e Functional adhesives

ALSINK

A composite of aluminum and silicon carbide, ALSINK is used for the
thermal conductive plates of power modules installed in high-speed
rolling stock. Boasting greater reliability and lighter weight compared
with the conventional thermal conductive plates made of copper,
ALSINK is the top choice of railcar manufacturers around the world.
Aiming to develop a more robust global supply structure for ALSINK,
Denka launched a new plant to manufacture this product in Dalian,

Life Science & Environmental Products -

Main products

® Food packaging materials
® Housing materials
 [ndustrial materials

® Pharmaceutical products

China.

VINI-TAPE

VINI-TAPE is the first electrically insulating adhesive vinyl chloride
tape to be commercialized in Japan. It is used mainly for bundling
the wiring and cords of automotive components and ensuring their
electrical insulation, and is praised for its superior functionality and
quality. To better accommodate burgeoning demand in Southeast Asia
and the Middle East, Denka established a VINI-TAPE plant in Vietnam
capable of supplying products of high quality to growing markets.

@ Denka Corporation

© Denka Corporation, California Office

Denka Performance Elastomer LLC

@ Denka Chemicals Holdings Asia Pacific Pte. Ltd.
® Denka Singapore Pte. Ltd.
® Denka Advantech Pte. Ltd.
® Denka Infrastructure Technologies Pte. Ltd.
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Denka’s Group Operations and CSR

Denka’s Corporate Philosophy, Principles and Strategies

Since its founding in 1915, Denka has worked to contribute
to social development and win the trust of society through
manufacturing operations centered on chemical engineering.

In 2015, our centennial year, we established the “Denka
Principles” to determine our fundamental stance for business
conduct, basic precepts that should be always referred to
by employees, and the way we relate to society. We expect

In addition to our corporate philosophy “Creating
valuable things that benefit society from resources with
advanced technologies,” we formulated the corporate
slogan “Possibility of Chemistry” to better convey our
message to the general public.

Taking a forward-thinking approach, we will act in line
with our goal of helping to create a better society while

Denkal100

Toward greater corporate value
for the next 100 years

Possibility of Chemistry.

these principles to help us better act as one team in the
pursuit of further growth over the next 100 years.

maintaining the trust of our stakeholders.

Denkal00 New Growth Strategies

Structure of Denka’s Corporate Philosophy, Principles and Strategies
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Contributing to the Sustainable Development of
Society while Enhancing Corporate Value

Looking toward the next 100 years, the Denka Group is striving to become a manufacturer that deserves
people’s trust. In line with new growth strategies for the Denkal00 management plan, we have positioned our
businesses aimed at helping to resolve social issues as growth drivers.

Corporate Philosophy

Creating valuable things that benefit society
from resources with advanced technologies

We engage in social dialogue to find out exactly what our stakeholders need while developing
our technological strengths to meet their expectations. At the same time, we will effectively
utilize limited natural resources to create valuable things.

New Growth Strategies
Reforms in Corporate Culture and

Reorganization 1. Create the most optimal production system

Accelerating a shift to local production to ensure timely
product supply to growing overseas markets while
dedicating domestic plants to the production of specialty
and high-performance products

Reforming our corporate culture and

reorganizing business structures to

facilitate the aggressive, speed-oriented

We: business approach needed to become
a successful global company

Denka Principles (established in 2015)

2. Scrutinize every cost element

Reviewing every cost element through such steps as the
streamlining of production processes, yield improvement
Securing Sustainable Growth and the reduction of raw material costs and maintenance
for the Next 100 Years expenses

Boldly confront challenges with determination and sincerity.

Think and take action today with the future in mind.

Deliver new values, and inspire customers through innovative monozukuri.

Respect the environment and create a cheerful workplace that prioritizes safety. . oL _
business activities on the environment

Contribute to a better society, whilst taking pride in being a trusted corporate i S 6 BEEeTE A GE TREY

citizen. that garners the lasting trust of
employees and local communities

Working to reduce the impact of 3. Focus management resources on new growth drivers

and develop next-generation products

¢ Developing solution businesses in such growth fields as the
environment, energy, infrastructure and healthcare

¢ Reinforcing open innovation and utilizing the Denka
Innovation Center

A

Having celebrated the centennial of our founding, we established these principles to determine a
cornerstone for our business conduct and basic precepts that should be always referred to by all
Group members, with the aim of ensuring robust business growth over the next 100 years.

Corporate Slogan (established in 2015)

Denka is committed to providing solutions for issues confronting society
through our business activities.

Possibility of Chemistry.

We will live up to expectations and trust of society through the pursuit of the possibilities
chemistry offers, which will, in turn, lead to the creation of new solutions and new value. We
established this slogan to summarize our corporate philosophy and to convey it to the general
public more effectively.

/ Examples of What Denka Can Do to Resolve Social Issues /

Infrastructure Healthcare

@ Addressing the global @ Saving energy @ Countering the aging of

warming issue @ Securing a stable supply of infrastructures

@ Promoting the effective energy and promoting the use @ Infrastructure development
utilization of resources and of clean energy in emerging countries
developing a recycling-
oriented society

@ Preventing infectious and
lifestyle-related diseases

S . . @ Securing food safety
The Denka Group Guidelines (established in 2007)

Based on our corporate philosophy, these ten guidelines represent our “corporate manifesto” aimed at fulfilling our social
responsibilities.

10 Denka Group CSR Report 2015 Denka Group CSRReport 2015 11



Our Business Strategies

Denka100 New Growth Strategies

We Actively Promote Initiatives under New Growth Strategies in Line with the Denka100

Management Plan.

/ Fiscal 2014 Overview

In 2013, we established the three new growth strategies under
the Denka100 management plan, with the target year set at
fiscal 2017. In line with these strategies, we have taken an
aggressive business approach involving concrete initiatives.

Outline of the Denka100 Management Plan

New Growth Strategies

@ Create the most optimal production network

@ Scrutinize every cost element

© Focus management resources on new growth drivers
and develop next-generation products

Numerical Targets (fiscal 2017)

Consolidated operating income: ¥60 billion or more
Operating income ratio: 10% or greater
Overseas sales to net sales ratio: 50% or greater

Fiscal 2014 began with a celebration of the completion of
the main building of the Denka Innovation Center, which has
been constructed to serve as a key R&D base for promoting
open innovation. Also during the year, we decided to build new
plants for the manufacture of ALSINK, a highly-reliable thermal
conductive plate used for power modules of high-speed rolling
stock, and of Denka Thermo Film, an electronic packaging
material, in Dalian, China, and Hanoi, Vietnam, respectively. As
a part of our initiatives to strengthen and expand operations
with regard to diagnostic reagents and vaccines, we
decided to augment the network of facilities related to these
businesses. In addition, we established a sales subsidiary in
Dubai to penetrate markets in the Middle East and Africa.
Furthermore, in December 2014, we entered into a business
transfer agreement with U.S.-based DuPont, a world-leading
comprehensive chemical company, committing ourselves to
the major task of taking over its chloroprene rubber business.

In April 2015, we completed an ultra-pure acetylene black
production facility at our Chiba Plant that will provide material
for lithium ion secondary batteries. In the same month, we
acquired the majority stake in Posco Venture Sdn. Bhd.
(now changed to Denka Infrastructure Malaysia Sdn. Bhd.), a
Malaysia-based construction material manufacturer. In August
2015, we signed a stock transfer agreement to acquire Icon
Genetics GmbH, a Germany-based biopharmaceutical
R&D company, with the aim of stepping up pharmaceutical
development utilizing cutting-edge cell culture technologies.

In line with our growth strategy, we are also striving to
scrutinize every cost element, with the goal of achieving a total
of ¥10 billion in cost reductions by the end of fiscal 2017. To
this end, we are conducting thorough reviews encompassing
production processes, yield, raw materials, utilities, facility
maintenance and upgrades as well as logistics operations,
with an eye to international competitiveness.

12 Denka Group CSR Report 2015

Specific measures taken to achieve our cost reduction goals
included reducing unit fuel consumption and improving yield,
with each plant achieving solid improvements in these two
areas. We also reviewed raw materials and packaging materials,
adopting more cost-effective alternatives where possible while
enhancing logistics operations through centralized logistics
information management and improved collaboration with
transporters. Among initiatives in the field of engineering were
increasing the frequency of facility inspections and undertaking
upgrades with a focus on reducing negative loss attributable to
facility failure. Efforts are now under way to provide preventive
maintenance education to employees and to ensure the early
detection of possible defects. For energy saving, we optimized
utility usage at the Chiba Plant in line with the reorganization of
the styrene-based product manufacturing structure. Moreover,
we upgraded the Kotakigawa Power Plant’s turbine runners
while expanding the power generation capacity of the Oami
Power Plant by increasing its water intake.

On June 19, 2015, we increased the number of outside
directors from two to three while decreasing the total number
of directors by two, with the aim of further enhancing
management transparency and soundness. Along with this
change in the composition of our Board of Directors, we
appointed a Chief Compliance Officer in charge of supervising
legal compliance of Groupwide organizations on July 13, 2015,
thereby reinforcing our management structure to achieve goals
set forth in the Denka100 management plan.

/ Changing Our Company Name and Updating Our
Corporate Identity

In April of this milestone year, we renewed our corporate logo
and introduced a new corporate slogan and, on October 1, we
changed our company name to Denka Co., Ltd., having gained
approval to do so from the 156th ordinary General Meeting
of Shareholders held on June 19, 2015. Furthermore, with an
eye to the recent globalization of our Group operations we
formulated the Denka Principles, which set out our fundamental
stance for business conduct and serve as basic precepts
for the way we relate to society. These principles clarify our
commitment to prioritizing safety, giving due consideration to
the environment, creating new value through manufacturing and
remaining a company worthy of the trust of society. We also
expect these principles to provide a set of values that serve as
a cornerstone for our corporate activities and that are shared by
employees throughout the Group.

While pursuing sustainable growth and striving to fuffil its
social responsibilties, Denka wil remain true to its founding
spirit. Simultaneously, building on our heritage, we will create an
even stronger company
by rallying the strength
of al Group employees
to achieve goals set
forth in the Denkal00
management plan. In these

ways, we will make the first

President Shinsuke Yoshitaka delivering a greeting
step toward the next 100 at a welcoming ceremony held on April 1, 2015
for new recruits

years of our operations.

Fiscal 2014 Main Initiatives under the Denka100 New Growth Strategy

Growth ’ . . .
strategy ‘ Field ‘ Time ‘ Product or business Details
Group operations April 2014 Overall Established Denka Taiwan Corporation
Elastomers & Performance ) . Implemented an overhaul of the Chiba Plant’s manufacturing lines to secure greater
o
g Plastics May 2014 ABS and specialty resins competitiveness (successively rebuilding plant facilities until May 2015)
2 Elzztt?cn;ers & Performance June 2014 Vinyl acetate monomer Withdrew from the vinyl acetate monomer business
s
S
§ Group operations January 2015 Overall Established Denka Middle East and Africa FZE in Dubai, the United Arab Emirates
=)
8 Life‘ Science & March 2015 Food packaging sheets Launched a new production facility at Denka Advanced Materials (Suzhou) Co., Ltd
= Environmental Products v
= Life Science & Launched Denka Advanced Materials Vietnam Co., Ltd., a new production base in Greater Hanoi
§' Environmental Products May 2015 VINI-TAPE City, Vietnam (QiCR
é Electronics & Innovative May 2015 Electronic packaging Completed a new electronic packaging sheet plant at Denka Advanced Materials Vietnam Co., Ltd.
S Products y sheets (mass-production kickoff scheduled for 2016 spring)
=
= Electronics & Innovative Established Denka Electronic Materials Dalian Co., Ltd., a new production base for ALSINK thermal
§ Products August 2015 ALSINK conductive plate for power modules of high-speed rolling stock in Dalian, China (mass-production
S kickoff scheduled for the end of fiscal 2015)
Elastpmers & Performance Fiscal 2015 Chloroprene rubber Plan tq acquire the chloroprene rubber business of DuPont in tandem with MITSUI & CO., LTD. and
Plastics established Denka Performance Elastomer LLC
Infrastructure March 2014 Special cement additives Igrllt;:;ed Eroductlon at Denka Inorganic Materials Tianjin Co., Ltd., a new manufacturing base in
. . - Launched Denka Infrastructure Technologies Shanghai Co., Ltd., and Denka Infrastructure
Infrastructure April 2014 Special cement additives Technologies Pte. Ltd., which serves as regional headquarters in China and Singapore
g Completed the Denka Innovation Center main building while establishing the Advanced
» Group operations April 2014 Overall Technologies Research Institute, the Life Innovation Research Institute and the Infrastructure &
2 Solutions Development Research Institute
S Py : - . TN . : . - .
=y Healthcare April 2014 Rapld dmgnoshp test kits | Released QuickNavi™- StrepA, a rapid antigen detection test kit for beta hemolytic streptococcus
s3 for infectious diseases Group A
29 Decided to construct a new manufacturing facili i i i
2 . g facility for diagnostic reagents at the Kagamida Plant of
= ? Healthcare July 2014 Pharmaceutical products Denka Seiken Co., Ltd. (completion scheduled for March 2016)
z 'c% Ranid diagnostic test its Succeeded in developing a prototype Ebola virus antigen rapid diagnostic reagent through
g ‘ga Healthcare March 2015 forpinfectigus diseases joint research with Dr. Ayato Takada, a professor at Hokkaido University’s Division of Global
B Epidemiology, Research Center for Zoonosis Control
§ § Energy April 2015 DENKA BLACK Li Established an ultra-pure acetylene black production facility at the Chiba Plant
E é- Infrastructure April 2015 Special cement additives MPSCO Venture Sdn. Bhd. a subsidiary, renaming it Denka Infrastructure Malaysia Sdn Bhd.
ED QD
[S8S] Initiated the development of large-scale production methods for the “G47A” oncolytic virus as a
% Healthcare May 2015 Oncolytic virotherapy project commissioned by Dr. Tomoki Todo, a professor at the Institute of Medical Science of the
IS University of Tokyo
£ Rapid diagnostic test kits | Signed an agency contract with Sinopharm Group Beijing Huahong Co., Ltd. in China for marketing
,_,8_ Healthcare June 2015 for infectious diseases the QuickNavi™-Flu influenza antigen detection test kit
Infrastructure June 2015 Ultrahigh-strength fiber- | Received the Japan Prestressed Concrete Institute 2014 Award for Outstanding Engineering
reinforced concrete Innovations for the development of SUQCEM ultrahigh-strength fiber-reinforced concrete
. ) Acquired Icon Genetics GmbH, a Germany-based bio-pharmaceutical R&D venture, taking over its
Healthcare August 2015 Bio-pharmaceuticals novel plant-based genetic modification technologies for antigen and antibody cell culture
) . Began leasing land in Tomakomai City, Hokkaido Prefecture, to Mitsui Fudosan Co., Ltd. as a site
April 2014 Solar power generation for mega-solar power generation business
Hydroelectric power Initiated the construction of the New Omigawa Power Plant (operational kickoff scheduled for
October 2014 ;
generation 2018)
Hydroelectric power Kurobegawa Electric Power Company, a joint venture of Hokuriku Electric Power Company and
I December 2014 : Denka, began preparatory survey for the construction of the New Himekawa Power Plant No. 6
Initiatives for the next 100 years generation (operational kickoff scheduled for 2022)
April 2015 Corporate identity Renewed corporate logo while formulating new corporate slogan “Possibility of Chemistry”
May 2015 Limestone mining Cqmpleted congtructlon to develop a new working face in the eastern section of the Omi limestone
mine of the Omi Plant
October 2015 Corporate identity Changed company name from DENKI KAGAKU KOGYO KABUSHIKI KAISHA to Denka Co., Ltd.

FT NAM
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Photo 1 Completion ceremony of Denka Advanced Materials
Vietnam Tianjin

s
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Photo 2 Production kickoff at Denka Inorganic Materials ~ Photo 3 Denka Infrastructure Malaysia’s laboratory in State

of Johor
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Our Business Strategies

Elastomers & Performance Plastics

Developing New Markets for Our Unique Products while Satisfying
Customer Needs around the World

Specializing in the manufacture of elastomers, special conductive materials and
plastics, the Elastomers & Performance Plastics Division produces chloroprene
rubber that commands a top global market share in addition to acetylene
black, SBC resin and MS resin, and overseas sales represent more than
60% of its net sales. While accommodating ever-growing demand for these
products in markets around the world, the division is striving to improve its
operating structure and efficiency and thereby reinforce the Company’s
business foundation. Moreover, the division has developed products
with superior functionalities tailored to customer needs, including an
ultra-pure acetylene black for next-generation LiBs. Going forward, its
manufacturing, R&D and sales sections will work as one to maximize
overall organizational strengths, thereby creating innovative products Toshio Imai

capable of helping to resolve issues confronting society. e

Elastomers & Performance Plastics \

I 4

1. Create the most optimal production system
- Develop a more robust global supply structure for our flagship products to solidify their top global
market shares
2. Improve business structure
- Minimize exposure to risks attributable to changes in the trade environment by scrutinizing every cost
element and optimizing all processes from production to sales

+ A shift to overseas production in
electronics, automotive and other
related industries on the back of
demand growth in emerging economies

- Increasing market presence of
commodity manufacturers based in
emerging economies 3. Develop new businesses

- Burgeoning demand for performance
plastics and the shortening of product - Focus further management resources on growth drivers and promote external collaboration to develop
life cycles new businesses for the next generation

® “+

1. Created the most optimal production system - Step up initiatives to create new businesses

- Acquired the chloroprene rubber business from DuPont :
- Completed a new ultra-pure acetylene black production facility on growth drivers

(Chiba Plant) - Further reinforce overseas business network
2. Improved business structure
- Downsized the ABS business
3. Developed the new business
- Reinforced development functions of each department

TOpK: Acquiring the Chloroprene Rubber Business from DuPont

We acquired DuPont’s chloroprene rubber business jointly with Mitsui & Co., Ltd. undertaken in line with the Denka100 new growth strategy,
the acquisition was intended to help optimize the Group’s production and marketing structure. With two production bases, namely, the Omi
Plant, which employs the acetylene method, and the new North American site, which employs the butadiene method and is favorably located,
Denka is now better positioned to supply high-quality products around the world.

14 Denka Group CSR Report 2015

- Optimize business portfolio to focus more management resources

/ Business Overview

This division handles products in three key categories: acetylene
derivatives, including chloroprene rubber and acetylene black; styrene-
based functional resins; and acetyl chemicals. Revenues from these
products represent 40% of Denka Group sales. Leveraging a broad range
of techniques and experience in synthesizing, compounding and molding
polymers, we are bolstering technological innovation in such manufacturing
fields as automobiles, home appliances and food packaging.

Business Models (Value Creation Flows)

| ouness R Pt R swreotwie by Vaue crated

* Polymer structure design technologies tailored e Provide products with superior performance, including
DENKA Chloroprene to specific applications high-heat resistance and high durability and longer product
DENKA ER * Polymer composite technologies to achieve lives
targeted functionalities

Elastomers

* Technologies to precisely control the diameter e Provide conductive materials for LiBs to increase their
and maintain the high purity and crystalline reliability, capacity and output
properties of particles e Provide a conductive material for use in high-voltage
. .  Technologies to produce uniformly granulized power transmission cables to help extend its useful life and
Special Conductive
e DENKA BLACK particles that boast high bulk density and can reduce transmission loss

Material - ) ) ’
alenzs be easily dispersed into such materials as resins

e Activation technologies that form pores on
particle surfaces, significantly increasing
specific surface area

DENKA ABS * Technologies to control polymer structures  Supply products with superior transparency, heat resistance

Transparent resins combining various polymerization methods and hinge performance
Performance Plastics . X * Sophisticated manufacturing and quality * Realize superior amenability to molding, printability and

Heat tant

D o alLICS S management technologies capable of curbing the shrink property
CLEAREN formation of and removing insoluble polymer
* Polymer structure control technologies tailored * Provide a dispersant for the polymerization of vinyl chloride
. to specific applications and a vinyl acetate emulsifier with stable dispersibility
5 ETETIEED Uz 6T * Powder control technologies to produce resin e Provide raw materials for glass interlayer films with thermal
particles stability and excellent transparency
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Creating Shared Value (CSV); Helping to Resolve Social Issues

/ DENKA IP Styrene Copolymer Resin

/ The Denka Group’s Technological Solutions

/ Social Issues

- A need to reduce substances
hazardous to human health within
dwelling and working environments

- Growing calls for CO, reduction

/

/ Society’s Technological Expectations

- Reducing the content of the volatile

organic compound (VOC) ~

- Significantly improving resin’s heat
resistance with a small amount of
additives

A copolymer consisting of styrene,
N-phenylmaleimide and maleic anhydride,
DENKA IP is a special styrene-based resin
made using proprietary Denka polymerization
technologies. Its unique molecular structure
enables it to serve as a superior heat-resistance
improver. When mixed with ABS resin, DENKA IP
makes it easier to produce heat-resistant resin
through compounding extrusion. Moreover, as it
boasts superior thermal stability and generates
only small amount of gas during the molding
process, manufacturers can reduce total VOC
(TVOC) content in thermal resins by 60%

compared with those made using conventional
heat-resistance improvers. This product is also
used as a compatibilizer for polymer alloys (ABS,
PA, etc.) due to its highly responsive maleic
anhydride group.

IP pellets

Denka Group CSR Report 2015
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Our Business Strategies

Infrastructure & Inorganic Materials

Pursuing a Needs-Oriented Approach and Developing a Local

Network to Provide Optimal Solutions / Business Overview

The Infrastructure & Inorganic Materials Division handles cement and special
cement additives, both of which are essential for infrastructure development,
and chemical fertilizers that help improve crop vyields in addition to providing

fire resistant materials, desulfurizing agents and other inorganic materials for
use at such facilities as steelworks. Moreover, an array of special cement
additives support the division’s capability to offer optimal solutions,

including novel materials and innovative construction methods. Working
together, the division’s manufacturing, sales and R&D sections serve
markets in China and Southeast Asia, where rapid infrastructure

development is under way, and they are bringing their accumulated
technological know-how to bear in agricultural and inorganic materials
related fields. Paying close attention to the latest customer needs, we

will advance our solution business to promote energy and resource
saving and to curb global warming.

In addition to the calcium carbide and calcium cyanamide fertilizers that
Denka has been manufacturing for a century, this division handles cement,
special cement additives and other products made by applying inorganic
chemistry. Leveraging in-house power generation facilities and limestone
mines owned within plant premises, we provide unique products and
solutions that support agricultural development and social infrastructure.
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Business Models (Value Creation Flows)
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 Unique solution technologies capable of controlling e Assist infrastructure development in emerging nations
various aspects of concrete’s characteristics, such (roads, railways and concrete buildings)
as hardening, expansion or shrinkage * Provide technologies to repair aged concrete structures

Hideyuki Udagawa

Director, Managing Executive Officer, . N,
Infrastructure & Inorganic Materials

Special Cement Additives Special coment

additives * Robust R&D structure backed by diverse and to facilitate reconstruction following disasters
collaboration involving partnerships between
’ : industry, academia and the government
« Fertilizer technologies accumulated over 100 e Provide fertilizers and farming technologies best suited to
- Demand growth reflecting an increase in construction and - Release high-value-added products capable of helping save energy and years of experience in providing solutions specific regions and types of crop o
infrastructure maintenance projects associated with the reducing environmental burdens tallgred to varying climates and soil qualities in * Supply safg and egologlcal products that minimize soil and
recovery from the Great East Japan Earthquake and an upturn - Step up overseas expansion with a focus on augmenting local production in Asia Agri-Products Fertilizers regions throughout Japan . gto[?]?rslgtigg F:g ”tl:]tgonrestoraﬁon of farmland damaged by
in public-sector investment + Maximize profitability by optimizing our production system such natural disasters as high winds and flooding while
« Burgeoning demand for infrastructure development in China - Expand the scope of our solution business to encompass not only construction mitigating the impact of climate changes
and Southeast Asia but agriculture and other areas
« A shrinking farmer population driving a shift toward automated - Facilitate the prudent use of resources and thereby help develop a recycling- ] ) ) ) ) ) )
and large-scale farming oriented society * An array pf inorganic material marjufactulrmg * Contribute Fo the reductlorj of enwronmeqtal burdens
- Growing need for ecological solutions ) ) SULFEX techﬂolqgles that enable thg production of hlgh- as wellla.s improvements m prgduct qyallty anq cost
Inorganic Materials FIRELEN quality fire resistant materials and desulfurizing competitiveness by supplying inorganic materials to

agents with superior functionalities Japan’s steelworks, already the world leader in terms of

Topic

-

« The special cement additive business: Increased our equity
holdings in POSCO Venture Sdn. Bhd. (hereafter “POSCO”; now Denka
Infrastructure Malaysia; see also the following articles for details) to
step up our Southeast Asian operations through business collaboration

« The agri-products business: Developed a humic acid liquid fertilizer
tailored for use in plant cultivation facilities that employ nutriculture
systems to accommodate recent growth in demand

« The cement business: Undertook steady resource recycling operations
equivalent to the fiscal 2013 level

q

« The special cement additive business: Achieve annual overseas
sales of ¥15 billion

« The agri-products business: In addition to developing humic acid
liquid fertilizers, a weed-preventing soil solidifier and cutting-edge
farming methods, pursue new business to support agricultural
infrastructure, such as the marketing of appliances for horticulture
facilities

- The cement business: Step up resource recycling operations (develop
new recycling technologies)

Expanding into Markets Overseas by Building Robust Local Business Network

Toward the goal of achieving annual overseas sales of special cement additives amounting to ¥15 billion, we are striving to develop a
more robust local business network. Our current lineup of overseas bases is as follows:

1 Europe: Denka Chemicals G.m.b.H (DCG; Diisseldorf, Germany)

2 China: Denka Infrastructure Technologies Shanghai Co., Ltd. (DITS; Shanghai)
3 Southeast Asia: Denka Infrastructure Technologies Pte. Ltd. (DIPL; Singapore)

In Southeast Asia, in April 2015 we acquired a majority stake in POSCO,* a leading construction material manufacturer in Malaysia,
making it subsidiary and thereby strengthening our local special cement additive production structure. We intend to leverage POSCO’s

marketing network throughout the region.
“ Changed company name to Denka Infrastructure Malaysia Sdn. Bhd.
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quality and production efficiency

Creating Shared Value (CSV); Helping to Resolve Social Issues

/ Social Issues

- Need to reduce CO. emissions and
energy consumption

- Growing calls for the effective utilization
of limited natural resources

- Waste recycling

Denka’s cement products are made using
limestone from mines located near the Omi Plant
in addition to fly ash, waste soil from construction
sites, waterworks sludge and other waste, such
as byproducts from in-house facilities, as raw
materials. Moreover, we utilize sewage sludge,
used tires and waste plastics as fuel for cement
production. At the same time, we are striving
to reduce the impact of our operations on the
environment by fully harnessing energy-saving
technologies and by using clean energy from our
hydroelectric power plants, biomass boilers, and
waste heat recovery power systems that utilize
heat from cement production.

/ Society’s Technological Expectations

- Realizing manufacturing technologies
that use less energy

- Utilizing recycled raw materials and
fuels

N

/ Denka Cement and Recycling Business in Cement Production

/ The Denka Group’s Technological Solutions

Cement production facility
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Our Business Strategies

Electronics & Innovative Products

Developing New Businesses with an Emphasis on Adding and
Creating New Value

The Electronics & Innovative Products Division boasts an array of products
that are essential to the field of electronics. Its offerings include electronic
parts materials, packaging materials for transporting electronic components,
solutions for improving production process, thermal solutions, and structural
adhesives. In line with the Denka100 management plan, the division has
implemented the “VALUE 50” business strategy, achieving stable business
growth. In the face of today’s diversifying customer needs, it is important
to move swiftly to adapt to drastically changing market conditions. We
will pursue forward-looking product development to maximize the
“Possibility of Chemistry” while fully leveraging our creativity in order
to provide markets with cutting-edge products and technologies.

Sanshiro Matsushita-,

Managing Executive:Officer,
Electronics & Innovative Products

-

T

I 4

1. Build an optimal production system and improve productivity
« Leverage our domestic and overseas production networks more efficiently (fused silica, spherical fused
silica and electronic packaging materials)
« Develop overseas production sites (HITTPLATE, ALSINK, adhesives and electronic packaging materials)
2. Shift our focus toward future core business
« Step up operations related to functional fine particles (phosphor, spherical alumina and ceramics-based materials)
« Develop solutions in the adhesive business
3. Develop new businesses
« Push forward the commercialization of new products through collaboration with partner companies and
other external organizations (the NIMS-DENKA Center of Excellence for Next Generation Materials, etc.)

- Quantitative shrinkage in market
demand for electronic materials due
to the miniaturization of devices

« Growing requirements for cost-
competitive products due to rapid
commoditization

- Burgeoning demand for infrastructure
development in emerging countries

- “+

- Established a new ALSINK production base in Dalian, China

- Established a new production base for Denka Thermo Film electronic
packaging material in Greater Hanoi City, Vietnam

- Denka’s phosphor was chosen for 4K televisions

- Expanded applications for spherical alumina and ceramics-based
materials while penetrating overseas markets

« Initiate production at two new plants (Dalian and Hanoi) as planned

(e.g., China)
- Develop new products based on our functional fine particle
technologies and realize early commercialization

- Promote the local production of adhesives to better serve local markets

_/

/ Business Overview

Supporting progress in electronics and technologies, the Electronics & Innovative
Products Division provides functional fine particles and thermally conductive
substrates, which achieve key thermal control for realizing miniaturization
and greater reliability and performance. At the same time, our functional films
and adhesives play essential roles in realizing labor-saving, cost-efficient and
environment-friendly manufacturing processes. Providing a variety of products to
meet customer needs, we will strive to help resolve social issues.

Business Models (Value Creation Flows)

| Buiess B Pt B Sawceofwhe B eweoesed

Functional Fine

Fused silica
Spherical fused silica
Spherical alumina

Technologies that employ the flame spray
pyrolysis method to shape spherical oxide
ceramic particles and technologies to precisely
control particle diameters

Enable extremely close packing into semiconductor sealants,

realized greater stability in sizes thanks to a reduced thermal

expansion property and improved safety due to a cut in fire

retardant content

—Contribute to the miniaturization of semiconductors and
electronic devices as well as the reliability of these products

Particles Boron nitrate Hligh-temperature calcining technologies in a Create ceran]igs with unique chgracteristics, including superior
Silicon nitride nitrogen atmosphere heat congucﬂwty, strengthl, Iupncﬂy and color-rgndermg
Aluminum nitride —>Comnbutevto the realllzanonl of smaller, thmner and more
Phosphor energy-saving electronic devices as well as improved high-

resolution displays

Highly heat-conducting Technologies for calcining highly heat-conducting Create a variety of heat-dissipation and other solution
substrates (DENKA AN PLATE fillers and those for designing electrical insulation technologies

Heat Dissipating and HITTPLATE) and thermal dissipation materials —Contribute to the miniaturization of rolling stock and

Products Thermally conductive sheets automotive components, industrial instruments and home

and thermal grease-type
dissipation materials

appliances as well as mobile devices while improving their
energy efficiency

Functional Films

Electronic packaging
materials (Denka
Thermosheet and Denka
Thermo Film)

Technologies to produce resin compounds with
such functionalities as electrical conductivity in
addition to multilayered film technologies

Provide carrier tapes, cover tapes and other packaging

materials with superior functionalities for transporting electronic

components and thereby help accelerate production process

and miniaturization

—Contribute to the creation of better-performing, more cost-
competitive electronic components

Adhesives

HARDLOC
ELEGRIP

Adhesive compounding technologies and a
wealth of data with regard to various adhesive
and adherent materials

Realize products with greater reliability in adhering to various

materials, thereby contributing to labor-saving semiconductor

production processes

—Help enhance product design and quality while reducing
production processes and costs

/ Social Issues

Creating Shared Value

- Need to reduce the energy consumption of rolling
stock and automobiles in driving

V); Helping to Resolve Social Issues
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/ ALSINK Highly-Reliable Thermal Conductive Plates for the Power

Modules Used in High-Speed Rolling Stock

/ The Denka Group’s Technological Solutions

A composite of aluminum and silicon
carbide, ALSINK boasts extremely high

significant improvement in such modules’
heat-cycle performance compared with

- Demand for Insulated Gate Bipolar Transistor
(IGBT) drive control modules with greater
durability and longer useful lives

heat conductivity and is used in the
electronic circuit substrates of the IGBT
drive control modules installed in rolling
stock, demand for which is surging on
the back of growing calls for energy-
saving railcars. Since ALSINK’s thermal
expansion ratio can be precisely adjusted
to match that of ceramics-based electronic
————= circuit substrates, the product enables a

. conventional thermal conductive plates.
Topic
1. Establishing Denka Electronic Materials Dalian Co., Ltd.
ALSINK is widely used to make heat dissipation plates for the power modules used in rolling stock, automobiles and industrial
instruments. It is expected that demand for power modules for rolling stock will grow in markets worldwide, especially in China. We
therefore established a local subsidiary in Dalian, China, to manufacture and market ALSINK, with mass-production kickoff scheduled for \/
the end of fiscal 2015.
2. Setting up a new production facility at Denka Advanced Materials Vietham
Denka Thermo Film is widely used as a cover tape in the process of transporting electronic components. We established a new
manufacturing facility for this product within the premises of our existing plant in Greater Hanoi City, Vietnam. With the mass-production - Improving the heat-cycle performance of IGBT
kickoff scheduled for spring 2016, we will take advantage of business opportunities resulting from burgeoning demand while maintaining modules
the cost competitiveness of our products.

/ Society’s Technological Expectations

ALSINK
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Our Business Strategies

Life Science & Environmental Products

Helping Enhance the Quality of People’s Lives while Tailoring
Solutions in Step with Changing Lifestyles

The Life Science & Environmental Products Division is in charge of products
closely related to people’s lifestyles and living environments and serves such
industries as healthcare, foodstuffs and housing. In recent years, maturing
markets and a concomitant rise in demand for higher product quality
have driven worldwide recognition of the technological strengths of
Japanese manufacturers. Accordingly, we will strive to improve quality
and productivity even further while developing our overseas business
network. It is expected that changes in people’s lifestyle needs will
fuel the constant creation of new demand. Staying vigilant to market
trends, we will continue to work to enhance the quality of people’s
lives through the provision of environment-friendly and safe
products.

Junichi Kimura

Executive Officer,
Life Science & Environmental Products

I 4

- Enhance cost competitiveness through such steps as the creation of an optimal
production system

- Promote a shift to local production for products targeting overseas markets
(TOYOKALON, VINI-TAPE and food packaging materials)

- Explore promising domestic and overseas markets while nurturing next-
generation products and technologies

- The maturation of the domestic market, intensifying competition
and rapidly aging society

- Burgeoning purchasing power of emerging economies and
growing interest in food safety

- Proliferation of multilateral trade agreements

- Diversification of people’s lifestyles and values and growing
interest in environmental protection

® “+

- Establish a more flexible production system
capable of accommodating diversifying needs
(synthetic fiber and food packaging materials)

- Build a supply structure to accommodate demand
in emerging economies (synthetic fiber, VINI-TAPE
and food packaging materials)

- Reduce waste through the development of
lightweight materials (food packaging materials,
VINI-TAPE and fluorine-based films)

* Reinforced our overseas production network
TOYOKALON (Singapore; initiated production in June 2013), Food packaging materials
(China; March 2015) and VINI-TAPE (Vietnam; May 2015)

- Positioned us to further penetrate Middle Eastern and African markets
Established a local sales subsidiary in Dubai (January 2015)

« Developed and released new products
Released a highly oil resistant sheet for use in food containers, TEFKA weather- and
heat-resistant fluorine-based film and a novel synthetic fiber for use in hairpieces while
developing marketing channels for influenza rapid diagnostic test kits in China as well as a
prototype rapid diagnostic reagent for Ebola virus

Topic

Launching a VINI-TAPE Production Facility (Denka Advanced Materials Vietnam)
We established a new production facility for VINI-TAPE, an electrical insulating tape, in Greater Hanoi Gity, Hung Yen .--—-
Province, Vietnam, initiating production in May 2015. VINI-TAPE is used for binding cables for electrical appliances B TEFEL]
as well as wire harnesses installed in automobiles. It is expected that demand for this product will grow due to the '
growth of emerging economies and the popularization of hybrid and electric vehicles.

VINI-TAPE shipment ceremony
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/ Business Overview

The division is engaged in wide-ranging businesses that directly affect people’s lifestyles and living
environments. For example, it handles materials for construction and civil engineering use, such as rain
gutters and corrugated pipes, as well as industrial tapes, food packaging materials and pharmaceuticals.
Overseas, the division is producing TOYOKALON, a synthetic fiber for wigs and hairpieces that is
expected to become popular globally, VINI-TAPE for wire harness in automobile, and highly-functional
food packaging sheets. In addition, Denka Seiken Co., Ltd., a Group company serving as a key
business driver in the healthcare field, boasts the QuickNavi™ series rapid diagnostic test kits. Commanding a considerable share of the domestic
market for diagnostic reagents for influenza, norovirus and other infectious diseases, these test kits can provide diagnoses without using any special
equipment or electric devices. Going forward, we will expand into Asian and African markets while developing a rapid diagnostic test kit for Ebola virus.

Business Models (Value Creation Flows)

B BT > BT TR

Functionalities
o Superior water discharge capacity (to handle heavy rainfalls)
e Lightweight and easy to install (labor saving, minimal burden

 Polymer design and resin compounding and processing
technologies

on structure and cost reduction)

mzltlzlr[ilags Rain gutters for housing A robust sales and service network encompassing B el-il%hngurablllty (reducing the frequency of replacement)
regions e}cross J?pa{]‘ bscked by IEWO 'r]n anufacturing * A range of color variations and shape (sophisticated designs
and supply bases in the Kanto and Kyushu regions and improved appearance)
Service capabilities
o Arobust service system capable of satisfying customer needs
* The first PVC electrical insulating tape to be industrialized e Provide a highly reliable tape that makes it easy to bind wires
in Japan (for wire harnesses in automobile and electrical appliances)
« Technological capabilities that enabled the creation * Provide a range of color and design variations (for
VINI-TAPE (electrically of hand-cuttable, highly elastic tape boasting highly households)
Adhesive Tapes insulating adhesive functionality and quality and a backing boasting stable
tape) release property
 Arobust global sales and service network encompassing
more than 60 countries around the world supported by
two production bases in Japan and Vietnam
Functionalities
® Superior heat resistance that minimizes package deformation
when contents are microwaved (growing need for quick and
easy cooking)
« An integrated production structure encampassing o Highly transpa(ent food cqntainers that gllov‘{ consumers to
Food Packaging E;::;g: ';;T;;;;:ﬁg"y' polymer synthesis and sheet processing as well as Yriz‘p’egg:tir)n vithout breaking the seal (diversification of food
Materials container molding, all backed by a comprehensive R&D

sheet (BOPS) structure

e An even thinner and lighter container material boasting
superior resilience (easy to handle during transportation and
storage, helping reduce waste)

Spillover Effects

¢ Popularization of hygienic food packaging materials (growing
concern for food safety in emerging economies)
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Creating Shared Value (CSV); Helping to Resolve Social Issues

/ Social Issues

- Demand for products that help
improve the quality of life in African
countries and other emerging
markets driven by burgeoning
economic and population growth

The Denka Group’s Strategies to Resolve Social Issues

To stay apprised of diversifying local needs, we engage in marketing through our base in New York as well as a
\/ Middle Eastern subsidiary that we have just established in Dubai to secure a gateway to African markets. Moreover,
our technical services include the proposal of various styles, helping us promote new product variations.

/ TOYOKALON Synthetic Fiber for Wigs and Hairpieces

/ The Denka Group’s Technological Solutions
In 1952, we became the first in the world to commercialize polyvinyl chloride synthetic fiber. Employing
polymer processing technologies that led to this accomplishment, we are producing TOYOKALON, a synthetic
fiber boasting superior functionality and a variety of design options, with our Ofuna Plant (Kamakura,
Kanagawa) and newly built Tuas South Plant (Singapore) serving as its<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>