CSR Management

I Promoting CSR activities

The Hitachi Chemical Group pro-
motes CSR activities recognizing that
they are directly linked to our funda-
mental philosophy and represent
essential issues for corporate manage-
ment.

We established our CSR Office in
2004 consisting of four groups: Compli-
ance Management, Safety & Environ-
mental Management, Corporate Export
Regulation, and Risk Management. Fur-
thermore, the Across-the-Board CSR
Conference is responsible for setting
guidelines and identifying important is-
sues that pertain to CSR activities for
the entire Group, including aspects not
covered by the CSR Office, such as in-
formation disclosure, quality assurance

CSR promotion structure

President and CEO

and the establishment of an ideal
working environment. Thus, under the
leadership of the President and Chief
Executive Officer, we promote CSR
activities from the perspective of total
optimization.

Planning, consideration and imple-
mentation of concrete activities are
handled by the CSR Planning Commit-
tee. In addition, various committees
have been set up for each category of
activities, and each of these commit-
tees promotes CSR activities across
the entire Group.

Enhancing CSR education and

training

In 2005, an “Introductory Course on
CSR” organized for all domestic em-
ployees of the Hitachi Chemical Group

Across-the-Board CSR Conference

Determining cross-sectional policies and important

matters in terms of the Group’s CSR activities, held

in every March

* Chairman: President and CEO

* Members: full-time Directors, Executive Officers,
representatives from the group companies et al.
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The Group as one promotes
the CSR activities

Promotion of compliance management,
including safety and the environment,
corporate export regulations and risk
management, and guidance for Group
companies

Compliance Management
Group

Safety & Environmental
Management Group

Corporate Export
Regulation Group

Risk Management
Group

was attended by 1,072 employees from
nine Group companies.

The course explained the content of
the “Hitachi Chemical Group CSR
Guidebook,” the basic tool for promot-
ing CSR activities published in April
2005, and provided case studies of
potential CSR challenges that encour-
aged participants to analyze causes
and consider countermeasures. While
Hitachi Chemical had previously under-
taken corporate ethics training, this was
the first time we incorporated a case
study method, and participants respon-
ded positively, saying it helped bring
CSR issues closer to heart.

The Hitachi Chemical Group will con-
tinue providing CSR education and
training to increase awareness among
employees.

Cross-sectional organization to plan, discuss and
implement CSR-related matters in the Group

* Promotion of compliance management
» Contact point for refusing involvement with antisocial
organizations

* Promotion of environment-related improvements and
systems development

* Promotion of resource recycling and ensuring the safe
handling of chemical substances

* Promotion of responsible care

* Promotion of safety and hygiene improvements

* Appropriate export control

* Appropriate crisis management
* Risk prevention
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CSR Management

Uncompromising commitment

to compliance
® Our approach to compliance

Compliance is the minimum respon-
sibility for all members of society and
constitutes the core of CSR. The Hita-
chi Chemical Group broadens the
definition of compliance beyond mere
adherence to laws and regulations to
include corporate ethics and employee
conduct based on the moral values and
conscience of each individual.

We compiled this approach and spe-
cific codes requiring employee attention
in the “CSR Guidebook,” and expect
the cooperation of all employees in
demonstrating an uncompromising
commitment to compliance.

We have also carried out COSO-
based audits.

® Hitachi Chemical Group Hotline
consultation and whistle-blowing
system
The Hitachi Chemical Group estab-
lished the Hitachi Chemical Group

Hotline as a consultation and whistle-
blowing system open to all Group em-
ployees who may become victims of
actions that violate laws and corporate
ethics in the course of their work, or
who may obtain knowledge of such
acts.

The Compliance Group of the CSR
Office is responsible for this system and
accepts requests for consultation and
information through a special page on
the intranet and e-mail as well as both
in-house and postal mailing systems.
Requests for consultation and informa-
tion are addressed in a timely and
appropriate manner while protecting
the anonymity of the reporter.

Implementing stringent

export control

Escalating regional conflicts and ex-
panding terrorism have changed the
goal of international export controls
from stopping the military buildup of so-
cialist countries to preventing the
proliferation of weapons of mass de-

Global development of CSR activities

The Hitachi Chemical Group main-
tains locations in about ten countries
and regions across the world and
promotes the globalization of its
business.

In this context, overseas sales rep-
resented more than 30% of total
consolidated sales in 2005, thereby
increasing the impact of activities un-
dertaken by the Group on the
international community and the glo-
bal environment.

Therefore, between January and
March 2006, we distributed foreign-
language versions (English, Chinese
and Korean) of the “CSR Guide-
book” to all employees
at all our overseas
Group companies.

We consider the
Guidebook as a basic
tool for promoting CSR
activities such as compli-
ance as well as for education
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and training, and we are encouraging
our overseas Group companies to
utilize the Guidebook in the work-
place to raise employee awareness
of CSR. As in Japan, we request em-
ployees to sign a note confirming
they have read and agreed to comply
with Guidebook content.

The Hitachi Chemical Group will
seize the opportunity presented by
the publication of the foreign-lan-
guage editions to reinforce our
efforts to develop CSR activities on a
global scale.

struction and the excessive stockpiling
of conventional weapons. As a result,
Japan’s national security laws and reg-
ulations are becoming increasingly
diversified and complex. Other Asian
countries are also establishing laws and
regulations.

In the Hitachi Chemical Group, the
Corporate Export Regulation Group of
the CSR Office is taking the lead in
establishing an export control manage-
ment system that reaches from sales
and R&D to shipping divisions in an ef-
fort to comply with these laws and
regulations.

The primary export control opera-
tions are classifying products and
technologies and screening transac-
tions.

Classifying products and technolo-
gies requires determining whether a
product or technology handled by the
Group is listed as regulated cargo or
technology requiring export permis-
sion under the Foreign Exchange and
Foreign Trade Law. Both domestic
transactions and direct exports to over-
seas customers are subject to this
scrutiny. For example, a domestic cus-
tomer seeking to export a product
made by the Group to an overseas fac-
tory must obtain export permission.
Therefore we report to our customers
the results of the parameter sheet as-
sessment for export permission.

In transaction screening, we respond
to catch-all regulations’! by confirming
that products and technologies expor-
ted by the Group will not be used to
produce weapons of mass destruction.

We also collect the latest information
on security issues to enhance our ex-
port control operations through
collaboration with the government and
other members of the Hitachi Group
and by participating in the activities of
the Center for Information on Security
Trade Control. @

*1. Catch-all regulations: Regulations requiring export
companies to confirm in principle the final applica-
tion and recipient of all exported products.

*2. Center for Information on Security Trade Control:
Established in April 1989, this is Japan’s only com-
prehensive, privately operated, non-profit institution
that deals with export control issues.



I Promotion of risk management

©® Company self-preservation and
respect for human life

A variety of risks may hinder business
activity, including accidents and cata-
strophes at our sites, natural disasters,
such as typhoons and earthquakes, in-
ternational criminal acts and terrorism,
and epidemics in Japan and abroad.

In 1995 Hitachi Chemical established
the “Guidelines for Implementing Meas-
ures to Counter Risk at Hitachi
Chemical” based on the basic principles
of company self-preservation and re-
spect for human life. The company
endeavors to remove risks in Japan and
abroad and to respond appropriately in
the event an emergency occurs.

The Risk Management Group of the
CSR Office plays the central role in
dealing with risks. The group works in
collaboration with relevant divisions with-
in the company as well as with Hitachi,
Ltd. to develop preventive and emergen-
cy response systems and formulates
measures to prevent recurrence. The
group also collects and analyzes securi-
ty information for countries and regions
issued by the Ministry of Foreign Affairs
and Hitachi, Ltd. and provides this infor-
mation to the persons in charge of risk
management at each location and
Group company, as well as to all Group
employees through the intranet.

® Measures against crises

Should a crisis occur, the division
head or person in charge of risk man-
agement will identify the scope and im-
pact of the crisis, and determine in close
collaboration with the Risk Management
Group of the CSR Office whether the
impact of the crisis can be contained
within the affected business location.

If it is decided that the site or division
can manage the crisis, countermea-
sures will be implemented in accor-
dance with the specific manual
maintained at the affected site.

If the crisis cannot be contained, an
Emergency Response Task Force
headed by the Executive Officer in
charge of risk management and com-
prising responsible staff from each
affected location will be set up at the
Head Office. The task force works to
quickly and effectively limit the crisis
and return the situation to normal with
the support of corporate lawyers and
other outside experts as necessary.

I Information security

@ Information asset management
Potential leakage of information
caused by computer viruses or inap-
propriate  handling of information
devices has become a major social
concern. Consequently, effective man-
agement of the various information

Risk management system and example of

measures against crisis

Hitachi, Ltd.

assets stored within the company, in-
cluding a large volume of confidential
information, is a vital issue from the
viewpoint of preventing business losses
and preserving the trust of society.

We developed the “Basic Policy for
Information Security” in 2004 to clarify
compliance requirements governing
employee handling of Group informa-
tion assets. The Basic Policy also
established a secure working environ-
ment for employees.

® |Information management system

Based on the “Basic Policy for Infor-
mation Security,” Hitachi Chemical
established an Information Security
Committee that reports directly to the
President and Chief Executive Officer
and serves as a supervisory organ
in determining information security
policies as well as planning and im-
plementing related measures. We have
therefore established a system for
quickly and appropriately responding
to changes in the situation involving
information security, including the
consideration of technological solutions.
The Committee is also responsible for
educating corporate network users on
the “Network Manual” that provides
guidelines for network use. Users are
required to sign a written pledge to
secure information security.

For each site, we have also assigned
an Information Asset Manager who is
responsible for protecting information
assets and an Information System Ad-
ministrator who is responsible for
maintaining information systems and fa-
cilities under the Person Responsible
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¢ for Information Security.

2) Request for
establishment of
establishment of the Emergency

3) Decision for H H :
External specialists ® Protecting personal information

the Emergency Response Task including lawyers The Hitachi Chemical Group estab-

Response Task Force and the authorities . ;
Force concerned lished . the Persongl Information
1) Request for Protection Committee in 2004 to en-

tablish t of . .
the Emergency sure compliance with the Personal
Emergency Response Task Force Response Task Information Protection Act and laid out
rules to protect the personal informa-
Person in charge tion of customers and employees.

of risk management
at the group

charge of risk management

* Secretariat: Risk Management Group, CSR
Office Person in charge

* Participation by: responsible persons from of risk management

* Headed by: CEO or Executive Officer in Force
each division and external specialists like We have also aSS|gned a Person

lawyers at each site companies Responsible for Personal Information
Protection and a Personal Information
l l, 1 Manager at each site to protect personal
information and establish a manage-
Crisis

ment system, along with a section to

* Natural disaster * Political dispute * Crimes X . X X
interface with outside queries.

« Crisis attributed to ourselves
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