
Reaching New Heights as a Global Company

Annual Report 2008 
For the Year Ended March 31, 2008



Profi le

Sumitomo Chemical is one of Japan’s leading chemical companies,

offering a diverse range of products in the fields of basic chemicals,

petrochemicals, fine chemicals, IT-related chemicals and materials,

agricultural chemicals, and pharmaceuticals.

We continue our efforts to expand our business globally and

achieve higher profitability in order to enhance value for our share-

holders and other stakeholders. At the same time, we remain dedi-

cated to the sustainable development of society by continually deliv-

ering innovative products and technologies and committing our-

selves to quality, health, safety and the environment in all aspects of

business.

We are currently implementing our Corporate Business Plan for the

three years of fiscal 2007 to fiscal 2009 with the goal of reaching

new heights as a global company.

Forward-looking Statements

Statements made in this annual report with respect to plans, strategies and future performance that are not his-

torical facts are forward-looking statements involving risks and uncertainties. Sumitomo Chemical cautions that a

number of factors could cause actual results to differ materially from such statements including, but not limited

to, general economic conditions in Sumitomo Chemical’s markets; demand for, and competitive pricing pressure

on, Sumitomo Chemical’s products in the marketplace; Sumitomo Chemical’s ability to continue to win accep-

tance for its products in these highly competitive markets; and movements of currency exchange rates.
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Consolidated Financial Highlights
Sumitomo Chemical Company, Limited and Subsidiaries

Billions of yen* Thousands of
U.S. dollars*

200820082007200620052004Years ended March 31

*Unless otherwise specified

Income statement
Net sales

Basic Chemicals ..................................
Petrochemicals & Plastics ....................
Fine Chemicals ...................................
IT-related Chemicals ...........................
Agricultural Chemicals ........................
Pharmaceuticals .................................
Others ................................................
Total ..................................................

Net sales from overseas operations ........

Operating income (loss)
Basic Chemicals ..................................
Petrochemicals & Plastics ....................
Fine Chemicals ...................................
IT-related Chemicals ...........................
Agricultural Chemicals ........................
Pharmaceuticals .................................
Others ................................................
Elimination .........................................
Total ..................................................

Net interest expense ..............................
Equity in earnings of affiliates ................
Net income ...........................................
Depreciation and amortization expenses ...
Research and development expenses .....

Cash flows
Cash flows from operating activities .........
Cash flows from investing activities ........
Free cash flows .....................................
Cash flows from financing activities ........

Balance sheet
Total assets ...........................................
Total net assets .....................................
Interest-bearing liabilities .......................

Others
Capital expenditures .............................
Number of employees ...........................

Per share (yen, U.S. dollars)
Earnings ................................................
Book-value ............................................
Dividends ..............................................

Ratios
ROA (%) ...............................................
ROE (%) ................................................
Debt equity ratio (times) ........................
Shareholders’ equity ratio (%) ...............

$ 3,141,212
6,021,819

927,608
2,969,508
1,999,980
2,371,414
1,497,884

18,929,424
7,873,081

105,390
45,094

114,083
62,781

208,743
463,759

36,810
(14,632)

1,022,028
(27,487)
111,398
629,634

1,247,430
1,052,041

1,562,811
(1,823,326)

(260,515)
70,766

23,544,555
10,041,381

6,726,041

1,422,507
—

0.381
4.643
0.120

—
—
—
—

Note: U.S. dollar amounts are translated from yen, for convenience only, at ¥100.19 = $1, the rate prevailing on March 31, 2008. 

¥ 199.1 
362.4 

80.6 
123.5 
167.1 
166.6 

59.1 
1,158.4 

364.1 

2.6 
(1.6)
8.8 

14.3 
10.7 
27.8 

4.9 
(0.9)
66.6 
(2.9)
8.6 

34.3 
82.5 
75.2 

97.1 
(103.2)

(6.1)
(9.3)

1,549.3 
506.1 
485.3

110.2 
19,036

20.72 
306.05 

6.0 

4.4
7.2 

0.80
32.7

¥ 225.8 
412.6 

84.1 
174.8 
171.6 
170.7 

56.7 
1,296.3 

486.2 

5.2 
15.0 
11.5 
18.7 
14.8 
34.4 

5.7 
(0.1)

105.2 
(3.0)
26.7 
64.5 
88.2 
78.2 

159.8 
(118.0)

41.8 
(31.2) 

1,648.8 
569.6 
470.7 

125.8
20,195

38.94 
344.58 

8.0 

6.6 
12.0 
0.70 
34.5 

¥ 252.4 
486.1 

79.0 
229.2 
186.2 
233.1 

90.6 
1,556.6 

611.0 

10.0 
17.9 

9.8 
21.7 
16.6 
38.3 

5.8 
0.7 

120.8 
(2.2)
26.8 
90.7 

104.9 
91.9 

122.8 
(180.7)

(57.9)
70.6 

2,178.4 
719.8 
578.6 

124.9 
24,160 

54.80 
435.51 

10.0 

6.3 
14.1 
0.61 
33.0 

¥ 314.0 
539.1 

90.9 
266.4 
198.3 
234.5 
146.8 

1,790.0 
747.8 

13.5 
23.6 
13.1 

3.5 
23.3 
56.2 

8.0 
(1.5)

139.6 
(3.9)
23.6 
93.9 

113.9 
97.7 

142.9 
(164.2)

(21.3)
35.6 

2,324.9 
1,030.5 

641.0 

159.8 
24,691 

56.82 
479.87 

12.0 

6.2 
12.4 
0.62 
34.1 

¥ 314.7
603.3

92.9
297.5
200.4
237.6
150.1

1,896.5
788.8

10.6
4.5

11.4
6.3

20.9
46.5

3.7
(1.5)

102.4
(2.8)
11.2
63.1

125.0
105.4

156.6
(182.7)

(26.1)
7.1

2,358.9
1,006.0

673.9

142.5
25,588

38.20
465.21

12.0

4.4
8.1

0.67
32.6
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(3) Enrich the Product Pipeline

In order to develop a strong product

pipeline, DSP is strengthening its research

capabilities through various initiatives. The

company is implementing focused R&D

investment in priority areas, such as dia-

betes and cardiovascular diseases, central

nervous system disorders, and inflamma-

tion and allergies. DSP is also collaborat-

ing with outside research organizations in

exploring promising drug leads, while

engaging in co-development as well as in-

licensing to enhance its late-stage pipeline.

Nihon Medi-Physics

Nihon Medi-Physics (NMP) is engaged in

the research and development, manufac-

ture and supply of radiopharmaceuticals,

which are effective in the early detection

of brain and heart diseases and malig-

nant tumors. NMP’s major business is

diagnostic radiopharmaceuticals for in-

vivo administration, where NMP holds the

largest share in the Japanese market.

PET Diagnostic
Radiopharmaceutical Business

PET (positron emission tomography) is an

innovative diagnostic imaging procedure

that utilizes a tiny amount of radiopharma-

ceutical as a tracer. It is useful in the early

diagnosis of diseases, such as in detecting

malignant tumors. By injecting the radio-

pharmaceutical agent into a patient’s body

and taking an image of the agent accumu-

lating in the targeted organ or lesion from

outside the body, the PET procedure is able

to provide vital diagnostic information about

the condition of diseases. NMP has actively

been promoting FDGScan Injectable, its

radiopharmaceutical for PET.

FDGScan Injectable, which has been cov-

ered by Japan’s National Health Insurance

since 2005, has been enjoying steady

demand growth. In Japan, NMP has estab-

lished nine manufacturing facilities and

the company’s co-development partner

has also established one facility. These

facilities enable the speedy, reliable deliv-

ery of FDGScan Injectable, which uses a

■ PET images of breast cancer (lung metastasis)

PET image PET/CT
Fusion image

■ Metastron injectable

radioisotope (18F) with a remarkably short

half-life of about two hours.

Expanding beyond 
the Diagnostic Field

Beyond the diagnostic field, NMP is selling

radiation therapy equipment used in

brachytherapy for prostate cancer. In addi-

tion, in October 2007, the company

began sales of Metastron, a therapeutic

radiopharmaceutical that provides pain

relief for cancer patients suffering from

bone metastasis.
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repaglinide

ranirestat

metformin

hydrochloride

Not determined

Not determined

Not determined

zonisamaide

lurasidone

blonanserin

radequinil

rimacalib

Not determined

Not determined

interferon-alfa

(NAMALWA)

mosapride citrate

miriplatin hydrate

meropenem hydrate

Not determined

amrubicin

hydrochloride

droxidopa

Not determined

Not determined

Oral

Oral

Oral

Oral

Oral

Oral

Oral

Oral

Oral

Oral

Oral

Oral

Injection

Oral

Injection

Injection

Oral

Injection

Oral

Injection

Injection

Diabetes

Diabetic neuropathy

Diabetes

Diabetes

Diabetes

Diabetes

Parkinson’s disease 

(new indication)

Schizophrenia

Schizophrenia

Dementia

Rheumatoid arthritis

Bronchial asthma

Bronchial asthma, 

allergic rhinitis

Compensated cirrhosis

associated with chronic

hepatitis C (new indication)

Improvement in bowel

cleansing by orally

gastrointestinal lavage

solution prior to barium

enema X-ray examination

Hepatocellular carcinoma

Febrile neutropenia

(new indication)

Overactive bladder

syndrome

Cancer

Synthetic precursor of

norepinephrine

Cancer

Life-threatening infection

In-licensed from Novo Nordisk A/S

Developed in-house; 

co-developed with Kyorin

Pharmaceutical Co., Ltd.

Licensed to Eisai Co., Ltd.

In-licensed from Merck Santé SAS

In-licensed from Kissei

Pharmaceutical

Developed in-house

Developed in-house 

Preparing for Phase I

Developed in-house

Developed in-house

Developed in-house

Developed in-house

Developed in-house

Developed in-house

Developed in-house 

Preparing for Phase I

Licensed to AstraZeneca

In-licensed from GSK

Co-development with

Ajinomoto Co., Inc.

Developed in-house

Developed in-house

Developed in-house

Licensed to Celgene 

(transferred from Pharmion)

Licensed to Chelsea

Licensed to Sunesis

Pharmaceuticals Inc.

Licensed to Protez

Pharmaceuticals Inc.

Brand Name/
Product Code

DSP’s Product Pipeline

Generic Name
Formu-
lation

Efficacy or New Indication
Development

Location
Remarks

Development Stage

Phase I Phase II Phase III NDA Filed

(As of May 9, 2008)

Diabetes
SMP-508

AS-3201

SMP-862

DSP-3235

DSP-7238

DSP-8658

Central Nervous System Disorders
AD-810N

SM-13496

AD-5423

AC-3933

Inflammation and Allergy
SMP-114

SMP-028

TLR7 agonist

Others
SUMIFERON®

GASMOTIN®

SM-11355

MEROPEN®

SMP-986

CALSED®

DOPS

AG-7352

SMP-601

Japan

Japan

U.S.

Japan

Japan

Europe

U.S.

Japan

Japan

U.S./

Europe, etc.

U.S./Europe

Japan

U.S./Europe

Japan

Europe

U.S.

Japan

Europe

Japan

Japan

Japan

Japan

Japan

U.S./Europe

U.S./Europe

U.S./Europe

North America

U.S.
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Corporate Social Responsibility

Basic CSR Policy

By continuously creating and providing useful new technologies and products that have never before existed, Sumitomo

Chemical will build corporate value while contributing to both the solution of problems facing our environment and society,

and the enrichment of people’s lives.

In order to accomplish this, the Company will work to achieve a balance of profitable business operations, the preservation

of the environment, safety, health, product quality, and social activity. We will also pursue and promote our CSR activities

with consideration for the interests of all our stakeholders, including our stockholders, employees, business partners, and the

local residents of all regions in which we conduct business. Through our endeavors in these areas, we hope to play a signifi-

cant role in building a sustainable society, while continuing to grow in order to realize our goal of becoming a truly global

chemical company in the 21st century.

Our Corporate Social Responsibility

Sumitomo Chemical’s business dates back to 1913, when

the Company sought to solve the problem of pollution

caused by sulfur dioxide emissions from smelting operations

at the Besshi Copper Mine in the Shikoku region of Japan.

The Company got its start by using the emitted sulfur dioxide

to produce sulfuric acid and calcium superphosphate fertiliz-

ers. This not only mitigated an environmental problem by

curbing the emission of pollutants, but also helped to

increase crop yields by providing useful fertilizers.

Since then, we have been working toward building a better

life for people and remain committed to addressing environ-

mental issues and making positive contributions to society. This

commitment constitutes the core principles of our corporate

social responsibility (CSR). CSR helps foster the trust and support

from society that is essential to the conduct of sound business.

In November 2004, we developed our “Basic CSR Policy”

reflecting our business philosophy, management principles and

charter for business conduct. We will continue to strengthen our

CSR initiatives based on this policy.

Sustainable
Chemistry

Corporate Social Responsibility

Socially
useful

products

Environmentally
friendly and
safe products

High-
value added

products

High-quality
products

Helping to create
a sustainable society

Society Responsible Care Economy

Corporate Social Responsibility



Sumitomo Chemical Company, Limited 33

CSR Management

We consider CSR a form of contribution to the sustainable

development of society through our business activities. In our

operations, we seek to realize “sustainable chemistry,” con-

tinually providing useful products and technologies through

innovation in a manner more beneficial to society and the

environment while balancing the pursuit of business growth

with both Responsible Care and social action.

Sustainable Chemistry

Sumitomo Chemical, as a member of the chemical industry, is

working to realize sustainable chemistry—contributing to the

enrichment and comfort of people’s lives and the economic

growth and sustainable development of society by providing

better products and technologies in a more environmentally

and socially friendly manner.

While chemical products are used for various applications,

and support a host of industries and many aspects of people’s

daily lives, they consume significant quantities of valuable

resources and energy and generate effluents, emissions and

solid wastes in their production. Through continuous innova-

tion, we are working to develop “green processes,” which

minimize the environmental impact of chemical production as

well as “clean products,” which are more environmentally

friendly, safer and better for the health.

Energy
Resources

Reduce
consumptions

Reduce environmental impact,
seeking zero emissions

Ensure safety and health. Achieve easy recycling, 
light weight, greater strength and longer product life.

Clean
Products

Save energy 
and resources

Wastes Processing
facilities

Products

Green
Processes

ProductionInput

Clean
Products

Products

Chemical Company

Jointly develop 
high-performance 

materials and 
create new value.

User Companies

Green Processes

One example of a green process is our proprietary PO-

only process for the production of propylene oxide. This

is an energy-efficient process that enables the production

of propylene oxide alone without producing any by-prod-

ucts. In addition, unlike the conventional chlorohydrin

process, it does not generate chlorine-containing wastes

or wastewater.

Sustainable Chemistry

Clean Products

The foamed polypropylene resin we have developed is an

example of a clean product. Foaming of polypropylene

resin was believed to be extremely difficult, but we suc-

cessfully developed a technology for foaming the resin

without compromising its strength by improving the pro-

cessing method while at the same time enhancing the

functions of the resin. This material is contributing to the

lightweighting of plastic automotive parts, thereby help-

ing to improve automobile fuel efficiency and reduce

greenhouse gas emissions.
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tion processes with our proprietary catalyst technology.

Progress in these initiatives is described on page 35.

Chemical Safety Initiatives
In recent years, there is a growing requirement in many coun-

tries around the world for rigorous risk assessment for chemi-

cal substances and their appropriate management. Our

Environmental Health Science Laboratory (EHSL) plays a cen-

tral role in the Company’s chemical management initiatives.

The EHSL conducts advanced research on chemical safety and

management, leveraging a wealth of expertise in safety

assessment accumulated over many years and utilizing the

latest scientific knowledge and state-of-the-art technologies.

Recent efforts by EHSL include improving the accuracy of risk

assessment through the use of newly developed simulation

models and assembling a comprehensive database of chemi-

cal hazards based on the information from in-house and

external sources.

The EHSL communicates safety information and the results

of risk assessments across the Sumitomo Chemical organiza-

tion, with a view to ensuring safety and protecting the envi-

ronment and people’s health throughout the life cycle of our

products, from development to use and disposal. Europe’s

REACH (the Registration, Evaluation, Authorization and

Restriction of Chemical substances) legislation, which requires

stricter chemical substance risk assessment and management,

went into effect in June 2007. We will fully utilize our abun-

dant safety information and robust risk assessment capabili-

ties to meet the requirements of the new legislation.

Responsible Care Audits
We conduct Responsible Care audits to ensure that

Responsible Care activities are carried out properly. The

Executive Officer in charge of Responsible Care and members

Board of Directors

President

Responsible Care
Committee

Executive Officers

Administrative
Departments Others

Corporate R&D Laboratories

Pharmaceuticals Sector

Agricultural Chemicals Sector

IT-related Chemicals Sector

Fine Chemicals Sector

Petrochemicals & Plastics Sector

Basic Chemicals Sector

Responsible Care Office

Corresponding
Operating Departments,

Works, and
R&D Laboratories

Corresponding
Responsible Care
Subcommittees

Responsible Care Activities

In our effort to realize sustainable chemistry, we actively

engage in Responsible Care activities that aim to protect the

environment, ensure safety and health, and maintain high

product quality throughout the entire life cycle of our products.

Such voluntary activities are undertaken not only at Sumitomo

Chemical but also extend globally to include our Group compa-

nies both in Japan and overseas. We segment our Responsible

Care activities into such areas as environmental protection and

chemical safety, and set targets individually for each of these

areas. In working to achieve these targets, we seek to gain the

further trust of society.

We are also strongly supporting the chemical industry’s

efforts to realize sustainable development that are being led by

the International Council of Chemical Associations (ICCA), the

global organization of the world’s major chemical industry

associations representing chemical manufacturers and produc-

ers worldwide. ICCA recently identified “Energy and Climate

Change,” “Chemical Policy and Health” and “Responsible

Care” as the industry’s global priority issues and organized

work groups to initiate responses to each challenge. Sumitomo

Chemical’s senior management are taking leadership positions

in the Energy and Climate Change work group and the

Responsible Care work group, and we will continue to play an

active role in these industry-led global initiatives.

Environmental Protection Initiatives
Our environmental protection initiatives aim to reduce CO2

emissions and waste, improve energy efficiency and conserve

natural resources. In particular, we have been working to

improve operating processes, recover waste energy from our

production facilities, increase the efficiency of facilities and

equipment, streamline processes, and transform our produc-

Responsible Care Organization
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Waste Disposal Flow Chart and Results (FY 2007*)

Waste
generated

Recycled on site Reduced on site 

Landfilled on site
2,640 tons (0.5%)

305,148 tons 

499,031 tons (100%)

External
Iandfill

72,036 tons (14.4%)

[On site]

[Outsourced]

105,695 tons (21,2%)88,188 tons (17.7%)

Recycled off site Reduced off site 

35,028 tons (7.0%)195,444 tons (39.2%)

Waste recycled: Total amount of waste that was reused, recycled, or thermally recycled.

Waste reduced: Total amount of waste reduced through incineration, etc.

*Data reflect the totals of Sumitomo Chemical and its 16 domestic Group companies.
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of the internal Responsible Care Committee conduct manage-

ment audits of Sumitomo Chemical’s plants and laboratories,

and Sumitomo Chemical specialists conduct specialized audits

of the parent company’s plants, laboratories and business sec-

tors and of our Group companies both in Japan and overseas.

In fiscal 2007, a total of 38 audits were conducted for

Sumitomo Chemical and 40 Group companies.

Promoting Responsible Care Throughout
the Group
We are promoting Responsible Care activities throughout the

entire Sumitomo Chemical Group. We hold Responsible Care

conferences for Japanese Group companies twice a year and

a Global Responsible Care Meeting for overseas Group com-

panies once a year. These meetings facilitate the sharing of

policies and targets for Responsible Care activities as well as

the exchange of information about specific initiatives by

Group companies and their progress.
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Social Actions—Support for Africa

As part of our CSR activities, we are also working on a variety

of social action programs, including efforts centering on malar-

ia prevention to provide support for Africa.

Malaria Control Initiatives
Every year three hundred million people worldwide become

infected with malaria, with over a million people dying from

the disease, and it continues to inflict serious damage. The

majority of fatalities from malaria are concentrated in Sub-

Saharan Africa. Efforts to control malaria have not been

effective in the region, which suffers from some of the worst

poverty in the world today.

Because malaria is carried by mosquitoes, the most effec-

tive form of prevention is to protect people from

mosquitoes. Capitalizing on our long years of expertise in the

development and production of plastics and active ingredi-

ents for household insecticides, we developed the Olyset®

Net insecticidal mosquito net for malaria control. Olyset® Net

is woven with fibers made of polyethylene resin impregnated

with household insecticide that migrates to the surface of

the fibers, and it has the unique characteristic of retaining its

effectiveness over an extended period, even after repeated

washings. In 2001, our Olyset® Net was endorsed by the

WHO as a Long-Lasting Insecticidal Net (LLIN), and it has

been contributing to the prevention of malaria worldwide,

particularly in Africa.

In order to meet the increasing demand for our Olyset®

Net, we licensed our production technology free of charge to

A to Z Textile Mills Limited, a mosquito net manufacturer in

Tanzania, to establish local production capabilities. In addi-

tion, we started operation of a new factory in the country,

partnering with A to Z Textile Mills to form the joint venture

Vector Health International Limited. Our Olyset® Net opera-

tions in Tanzania now employ as many as 3,200 people, con-

tributing to local economic development and the creation of

employment opportunities.

■ Olyset® Net delivered to local communities ■ Olyset® Net in use

■ Olyset® Net production in Tanzania

Support for Education in Africa
We have been returning a portion of the revenues from our

Olyset® Net business to African communities by supporting

education in Africa in collaboration with the NPO World

Vision Japan. To date, we have been involved in seven pro-

jects in five countries to build schools and cafeterias and also

have been providing educational materials. In addition, in fis-

cal 2007, we donated 230,000 Olyset® Nets through sup-

porting organizations.
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Corporate Governance

Serving the interests of shareholders and other stakeholders in

the midst of changing social and economic conditions is the

very foundation of our corporate governance.

To further bolster our corporate governance, we will make con-

tinuous efforts to promote sound decision making, ensure

accountability in the execution of business duties, enhance and

strengthen the compliance system and internal audit functions and

ensure timely disclosure of important information to the public.

Management Structure
The Company’s management currently consists of 12 board

directors and 31 executive officers, 12 of whom serve in dual

capacity as board directors. The Board of Directors makes deci-

sions regarding important managerial matters and also over-

sees and supervises the discharge of duties by each individual

director in compliance with relevant laws and regulations as

well as our articles of incorporation and regulations concerning

the Board. The executive officers carry out business operations

in accordance with the management strategy determined by

the Board. Under the Companies Act of Japan, the company

has five corporate auditors with two standing corporate audi-

tors and three outside corporate auditors.

Timely Disclosure
We are committed to providing shareholders, investors,

mass media and other stakeholders with important infor-

mation in a fair, honest and timely manner. The Corporate

Communications Department, which has expertise in public

and investor relations, leads these efforts to promote effective

communication with our stakeholders.

Internal Auditing Structure
Internal auditing is conducted by the Internal Audit Department,

which functions independently of the Company’s operating

departments. The Internal Audit Department audits Sumitomo

Chemical as well as its group companies to ensure that internal

control functions effectively in the conduct of business by execu-

tive officers and employees and also that business is conducted

in a proper and appropriate manner. The department reports

the results of the audits to the Internal Audit Working Group,

which devises measures to improve internal control in Sumitomo

Chemical and Group companies in Japan and overseas.

The Responsible Care Office conducts Responsible Care

Auditing for all matters concerning the environment, safety,

product liability (PL) and product quality.

Corporate Governance Organization

Internal Audit
Department

Internal Control
Committee

Internal Control
Promotion Department

President

Executive Officers

Operating
Departments

Administrative
Departments

Board of Directors
Board of

Corporate
Auditors

Enhancing our Internal Control System
We established our Internal Control Promotion Department in

April 2007 with the aim of formulating and implementing vari-

ous measures for enhancing our internal control system. In

addition, in May 2007, we established the Internal Control

Committee, which deliberates on measures for strengthening

the internal control system for the entire Sumitomo Chemical

Group and submits proposals for such measures to the Board

of Directors. The President acts as Chairman of the Internal

Control Committee, while the Executive Vice-President and the

executive officer in charge of the Internal Control Promotion

Department act as the Committee’s Vice-Chairmen. The execu-

tive officers in charge of each Sector and the administrative

departments make up the Committee’s membership. At pre-

sent, related departments are implementing the measures pro-

posed by the Internal Control Committee, including initiatives

to enhance corporate management systems for Group compa-

nies and revise internal regulations in order to provide appro-

priate management practices for the Group.

In April 2008, we began implementing an internal control

reporting system in accordance with Japan’s Financial Instruments

and Exchange Law (J-SOX). In order to meet the standards of J-

SOX, we at Sumitomo Chemical and our major Group companies

in Japan and overseas have been working to make visible each

company’s internal control processes, with a view to evaluating

and improving the effectiveness of the system.

We believe that a robust internal control system will not

only help ensure sound management of the corporation, but

will also contribute to achieving the corporation’s goals by

enhancing the effectiveness and efficiency of its operations.

We therefore will go beyond simply responding to regulatory

requirements, and make proactive efforts to continuously

improve our internal control system.
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Compliance

We conduct our business with the strong belief that compli-

ance should constitute the most important cornerstone of cor-

porate management and that we must not violate ethics or the

rules of society in any aspect of operations. In order to ensure

lawful and ethical undertaking of business throughout our

Company, we have created the “Sumitomo Chemical Charter

of Business Conduct” which codifies basic criteria for business

conduct and the “Sumitomo Chemical Business Conduct

Manual”, commonly called “Compliance Manual”, that sets

forth concrete guidelines for all our employees, officers and

Board members to follow. Sumitomo Chemical's overall com-

pliance management is supported by the Compliance

Committee, under which special committees such as the

Responsible Care Committee, the Antitrust Law Compliance

Committee and the Internal Audit Working Group are working

to promote day-to-day compliance activities.

Our firm commitment to compliance also extends to the

consolidated companies of the Sumitomo Chemical Group

operating in Japan and overseas, in line with our corporate

policy to strengthen consolidated management of the Group

companies as well as our intensified efforts to enhance inter-

nal controls systems across the entire Group. We will continue

to work jointly and closely with each of our Group companies

to further promote compliance-based management so that we

will be able to gain greater trust and confidence from our

stakeholders worldwide as a global company.

Sumitomo Chemical Charter for Business
Conduct and Business Conduct Manual
We believe it is our social responsibility to conduct business

with the highest ethical standard and act on its own responsi-

bility. The “Sumitomo Chemical Charter for Business Conduct”

spells out basic guiding principles on which our compliance sys-

tem is built, while the “Sumitomo Chemical Business Conduct

Manual” or the Compliance Manual has been developed on

the basis of the Charter to provide specific rules for all our

Board members, officers and employees to abide by in the per-

formance of their respective activities, focusing on our relations

with society, customers, business partners, competitors, share-

holders and investors as well as our conduct to follow when

dealing with employees and the company assets.

Organizations for Compliance Management
The Compliance Committee monitors and supports the activi-

ties of the Company in ensuring that compliance-based man-

agement is always promoted in all quarters of operations

throughout the Company. The Committee has the mission

and authority to investigate and supervise legal and ethical

compliance across the Company and recommend improve-

ments as necessary.

Speak-Up System
We have in place a “Speak-Up System” for our compliance

program that enables employees and others working at our

Company to report to the Compliance Committee or designat-

ed outside lawyers any violations or suspected violations of

laws, regulations or Company rules when their immediate res-

olution through the ordinary channel of reporting to his or her

superiors appears difficult or impractical. All information pro-

vided by an informant is kept strictly confidential, and the

informant does not risk unfair treatment, such as dismissal,

transfer or discrimination, for the reporting conduct itself. The

Speak-Up System is expected to serve as an effective tool for

restraining illegal or unethical practices to occur and stimulat-

ing self-governing effect against such practices.

Compliance of Sumitomo Chemical Group
We require consolidated Group companies to adopt compli-

ance systems comparable to those of the Company, includ-

ing the Compliance Manual and the Speak-Up System, in

order to promote compliance-based management through-

out the Group. With respect to overseas Group companies,

we request each of them to create and adopt a Code of

Ethics, in place of the Company's Compliance Manual, which

reflects relevant laws, regulations and business practices

legitimately followed in the countries in which they operate,

and to build and establish an effective compliance system

based on the Code.

Recent Initiatives
In April this year, we updated the Company’s Compliance

Manual to reflect legislative and other changes such as

amendments to or new enactment of Japan’s various laws,

revisions of our Company rules, and changes in the social envi-

ronment seeking greater importance on compliance. The
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Sumitomo Chemical Charter for Business Conduct

1. We will respect Sumitomo’s business philosophy and act as highly esteemed good citizens.

2. We will observe laws and regulations, both at home and abroad, and will carry out

activities in accordance with our corporate rules.

3. We will develop and supply useful and safe products and technologies that will con-

tribute significantly to the progress of society.

4. We will engage in voluntary and active initiatives to achieve zero-accident and zero-

injury operations and preserve the global environment.

5. We will conduct business transactions based on fair and free competition.

6. We will endeavor to make our workplaces sound and energetic.

7. Every one of us will strive to become a professional and achieve advanced skills and

expertise in our field of responsibility.

8. We will actively communicate with our various stakeholders, including shareholders,

customers, and local communities.

9. As a corporate member of an international society, we will respect the culture and

customs of every region of the world and contribute to the development of those

regions.

10. We will strive for the continued development of our Company through business activ-

ities conducted in accordance with the guiding principles described herein.

Manual has been provided to all our Board members, officers,

employees and others working at our Company. To help them

fully understand the latest update and raise the level of their

awareness about compliance, we intend to implement a series

of company-wide educational programs about compliance.

In parallel, we have conducted comprehensive surveys

about the status of compliance systems in operation at each

of our consolidated Group companies both in Japan and

overseas. The surveys were intended to determine how effec-

tively the Group companies are operating their compliance

systems and what improvements are desired. Based on the

results of these surveys, we will provide better support and

guidance to enable each of our Group companies to further

enhance their compliance-based management.




