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Carbon Neutrality

The world is pooling its wisdom to face the
daunting challenge of becoming carbon neutral
by 2050. As a chemical company, we hope to
contribute to solving global issues by taking the
lead in innovation, making the most of our
technological strengths.

Three
directions

Ecosystem
Conservation

In recent years, there has been widespread
support in the international community for the
goal of “halting the decline in natural capital by
2030 and putting it on a recovery track.” We
recognize once again that our business is based
on the bene ts of various natural resources, and
we will promote efforts to sustainably use the
limited natural resources available to us.

Healthy Lives

We have come to realize over the past few
years how thankful we are to live in good
health. We want to develop businesses that
help people around the world lead healthy
lives and provide a healthy and vibrant
workplace for our employees where they can
spend their precious lifetime.
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Introduction to Sumitomo Chemical | Chairman’s Message

A Ak Ao

Masakazu Tokura

Chairman of the Board
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We will demonstrate the true value of
the Sumitomo Chemical Group and
bring about changes toward achieving
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a sustainable society.

In 2021, as the fight against COVID-19 continued with the vaccine rollout underway, the
world economy showed signs of recovery. Meanwhile, society became more divided and its
sustainability was in crisis as inequalities between generations and between the rich and poor,
divisions of the world—represented by the U.S.-China relationship—and global warming

became even more serious.

ABa1ens s,[ealway) owowns

These enormous social issues would be difficult to solve with international politics and
negotiations between nations or government efforts alone. We in the corporate sector have a
substantial role to play in dealing with these challenges, particularly through innovation. It takes
the power of science and chemistry to drive innovation, and this is exactly where the chemical

industry should play its part.

In April of this year, we launched our new Corporate Business Plan under the leadership of =
Qo
. . . . . . . pl
President Iwata. We will take the seismic changes in society as sources of new business 8
@D
opportunities and advance our transformation to make each of our businesses stronger— 3
. . .. . . . 3
accelerating green transformation, digital transformation, and innovation to reach the next -
stage.
We are convinced that in the years ahead, despite all the challenges, the world will make great
strides in solving the problem of global warming and eliminating disparities and divisions and
progress toward the realization of a sustainable society. We at the Sumitomo Chemical Group
will continue to advance toward a new world and toward a new Sumitomo Chemical.
We would greatly appreciate your continued strong support and cooperation. o
3
o
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Introduction to Sumitomo Chemical | Corporate Philosophy

Achieving Growth for the Company and
Contributing to Society by Upholding the

Corporate Philosophy

The Framework of

Sumitomo Chemical’s
Corporate Philosophy

Sumitomo Chemical has its origin in the
business of the Sumitomo, a family with a
history spanning about 400 years, and the
company has upheld Sumitomo’s fundamental
principles for business management to this
day. In its Business Philosophy, Sumitomo
Chemical articulates the essence of its
corporate vision, mission, and values, founded

on the Sumitomo Spirit.

The
Sumitomo
Spirit

Business Philosophy

Basic Principles for
Promoting Sustainability

Charter for Business Conduct

The Sumitomo Spirit

The Sumitomo Business Principles

Sumitomo’s business should seek to thrive
and prosper by putting trust rst and building on reliability.

Sumitomo’s business should clbsely watch the changing of
the times and carefully weigh opportunities and risks and

should never chase short-term gains in good times and bad.

Trust placed in us by business partners

Putting trust rst and
and society should be our rst priority.

building on reliability

Firmly warn us to avoid being preoccupied

Never chase
by pursuing easy gain F

short-term gains

o

Jiri-Rita Koushi-Ichinyo*

“Our business must bene t society at large,”
not just our own interests.”

* This means that Sumitomo’s business must
not only advance its own interests. but also
contribute to the nation and society.

Business Philosophy

1. We commit ourselves to creating new value by building on innovation.
2. We work to contribute to society through our business activities.
3. We develop a vibrant corporate culture and continue to be a company that society can trust.

9 Sumitomo Chemical Annual Report 2022



Sumitomo Spirit

Sumitomo Chemical’s Approach to

Image of Enhancing Corporate Value

Enhancing Corporate Value Based
on Corporate Philosophy Bene ting

Society at large,
not just Our Own
Interests
(Koushi-Ichinyo®)

[B21WSYD OWONWNS 0} UONANPOIIU|

The Sumitomo Spirit of “Jiri-Rita Koushi-lchinyo” means that
“Sumitomo’s business must contribute not only to its own
development but also to society,” a concept that the
Sumitomo Chemical Group has valued since its foundation
and is also consistent with Creating Shared Value. We will
achieve sustainable growth of our group (Bene ting
Ourselves) and create value for society (Bene ting Society)

while constantly transforming our business by adding a

anfe) [e100s Buieal)

green transformation perspective. By doing so, we aim to

Enhancing Corporate Value

create economic value and social value in an integrated

£13100s 8|qeUIRISNS JO UoINeZI[eal 0} Bunnguiuo)

manner (Bene ting society at large, not just our own

interests), thereby enhancing corporate value. . . Bene ting
' Creating Economic Value Ourselves

i
Sustainable growth of business (Qiri®)

*in Japanese

=
g )
4 J Basic Principles for Promoting Sustainability 3
Principle 1 '_ Creating ‘economic value Which'he'lps create social value (Promoting “Jiri-Rita Koushi-Ichinyo™)
: Principle ;i _ Contribution to solving glabally vital issues
A% princ.iple 3 Aétive participation in global initiatives : : —
-Principle 4 Collaboration with stakeholders ¢
Prihciple_s. Top management commitment and participation by all
Principle 6 Enhancing corporate governance S
’ 5
. @
Charter for Business-Conduct o

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

We will observe national and international laws and regulations and will carry out activities according to our corporate rules.

We will develop and supply useful, safe products and technologies that will contribute extensively to the progress of society.

We will take voluntary and active initiatives to achieve zero-accident and zero-injury operations and to preserve the global environment.

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

We will endeavor to make our workplaces sound and energetic.

Every one of us will make efforts to become a professional who has advanced skills and expertise in his or her eld of responsibility.

We will actively communicate with our various stakeholders such as shareholders, customers, and regional communities.

. We, as a corporate member of an international society, will esteem the culture and customs of each region around the world and contribute
to the development of those regions.

10. We will strive for the sound development of our Company through business activities conducted in accordance with the guiding principles stipulated hereinabove.

© ©® NG A ®N PR
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The History of Sumitomo Chemical

A Story of Evolving with the Times
and Pioneering the Future
with the Power of Chemistry

Sumitomo Spirit

the origin of “Jiri-Rita Koushi-Ichinyo”

I Origin of our company

The Besshi Copper Mine opened a smelter in 1884 and started full
operation in 1893. Expansion of this smelting and refining business
resulted in an unexpected problem of air pollution: sulfur dioxide gas
emitted from the smelting process caused damage to local agricultural
production. Then the company decided to take a drastic measure
to prevent the emission of the harmful gas—using sulfur dioxide to
produce calcium superphosphate fertilizers.

To carry out this decision, the Sumitomo Fertilizer Works was
established in 1913, becoming the origin of Sumitomo Chemical. This
business not only helped prevent the air pollution from the emissions,
but also contributed to the development of agriculture by supplying
fertilizers to farmers at low cost.

The Sumitomo family has passed down from generation to generation
the words “Jiri-Rita Koushi-Ichinyo,” which means that its business
must benefit society at large, not just its own interests. This business
principle is embodied in the way Sumitomo addressed the problem

of air pollution they faced, and its commitment to contributing to the
development of a sustainable society through business, which that
story demonstrates, is deeply embedded in Sumitomo Chemical’s
Business Philosophy.

Calcium superphosphate warehouse

The First Step in our Ability to Develop Solutions

Using Technology

Birth of the Idea of Creating New Value
through the Power of Chemistry

View of entire works after the rst-phase ammonia plant completion

Net Sales / Sales Revenue™?" [
1915-1977: Non-consolidated 1978-2021: Consolidated

*1 Since FY2016, Sumitomo Chemical has used IFRS (International Financial Reporting Standards).

*2 In FY1995, Sumitomo Chemical changed its scal year to end on March 31.
Revenue from January-March 1995 has been added to FY1994.

1915 1920

Sumitomo Chemical Annual Report 2022

Going from a fertilizer manufacturer to
a chemical company

The business that the company thus started, however, consumed
only a small amount of sulfur in its production of fertilizer, accounting
for only a mere 6% of the ore output of the Besshi Copper Mine. In
order to increase the consumption of sulfur, in the form of sulfuric
acid, the company decided to enter the ammonium sulfate business,
which led to efficient use of sulfuric acid. Along with this, it also started
manufacturing ammonia, a raw material for ammonium sulfate. After
that, by introducing new technologies from outside, the company
further expanded its business scope to include other industrial
chemicals, including nitric acid, methanol, and formalin. In this way,
a foundation was built for the company to develop from a fertilizer
manufacturer into a chemical company.

1925 1930 1935

1940



The Sumitomo Group’s history dates back to about 400 years ago, when the Sumitomo family started its business in Kyoto,
venturing into a broad range of fields, including copper smelting and refining, trading, and mining. In 1690, they discovered
the Besshi Copper Mine in Ehime Prefecture. Sumitomo Chemical began its business journey by manufacturing fertilizers to
prevent smoke pollution caused by the family’s copper smelting operations, and has since been operating for over a century

as one of the Sumitomo Group companies.

Creating Value in All Fields

by Building a Broad Technology Base

Transformation into a comprehensive
chemical company

In working to expand from the fertilizer business to the industrial
chemicals business, the company found it essential to enter the field
of fine chemicals, to grow into a diversified chemical company that
can create synergies with its varied businesses. In 1944, Sumitomo
Chemical merged with the Japan Dyestuff Manufacturing Company,
which was engaged in the dyestuff and pharmaceuticals businesses.
This marked the start of Sumitomo Chemical’s fine chemicals business,
which continued to grow in the years that followed.

After World War I, Sumitomo Chemical entered the agrochemicals
business, comprised of household insecticides and crop protection
products. In 1953, the company launched Pynamin, a household
insecticide. Meanwhile, Sumithion, a crop protection product developed
in-house, became a blockbuster. Driven by the twin engines of a
household insecticide and a blockbuster crop protection product
with a high safety profile, the agrochemicals business grew to play an
important role in the company’s fine chemicals sector.

The pharmaceuticals business expanded through alliances
and mergers with foreign companies. With new drug candidates
successively coming into its pipeline and the launch of new treatments

Pynamin Plant

1945 1950 1955

for psychiatric and neurological diseases and cardiovascular diseases,
as well as anti-inflammatory and analgesic agents, this business
achieved solid growth.

In 1958, Sumitomo Chemical completed the construction of
manufacturing plants for ethylene and polyethylene in Ehime, Japan,
and entered into the petrochemicals business. This was followed by
the construction of a larger-scale ethylene plant in Chiba, Japan, and
the expansion of the business into a wide range of petrochemical
derivatives. The petrochemicals business expanded on the back of the
rapid growth of the Japanese economy.

Ethylene Plant

1960 1965

Sumitomo Chemical Annual Report 2022
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The History of Sumitomo Chemical

A Story of Evolving with the Times and Pioneering the Future

with the Power of Chemistry

Sumitomo Chemical to Build a Global Sumitomo Chemical
Brand and Enter the World Market

Construction of Singapore Petrochemical
Complex and entry into the U.S. agrochemical
market

In 1971, at the request of the Singapore government, the Singapore
Petrochemical Project, Sumitomo Chemical’s first overseas project for
its petrochemicals business, was initiated. Establishing a petrochemical
base in Singapore had an immense significance for the company,
because in Singapore naphtha was available at competitive prices and
the location would allow the company easy access to the Southeast
Asian market, where enormous growth in demand was expected.

While there were times when the future of this project became
extremely uncertain, including the experience of the oil crisis, the
Singapore Petrochemical Complex finally started full operation in 1984.
These endeavors and achievements in Singapore brought the company
valuable experience and know-how, which supported its efforts toward
full-fledged globalization in the years that followed.

In 1988, we established Valent U.S.A. in the United States, entering
the world’s largest (at that time) crop protection market. Since then, in
the agrochemicals business, Sumitomo Chemical successively launched
new products from the 1990s to 2000s, including crop protection

Singapore Petrochemical Complex

Net Sales / Sales Revenue™?2"[

1915-1977: Non-consolidated 1978-2021: Consolidated
*1 Since FY2016, Sumitomo Chemical has used IFRS (International Financial Reporting Standards).

*2 In FY1995, Sumitomo Chemical changed its scal year to end on March 31.
Revenue from January-March 1995 has been added to FY1994.

1975 1980
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products and household insecticides, by leveraging its advanced R&D
capabilities. In addition, we have expanded the scale of our business
through measures such as expanding our production capacity for
methionine, a feed additive used to promote growth of poultry, and
pursuing acquisitions both inside and outside Japan.

Valent U.S.A. Corp., a development and sales base in the United States for agrochemicals

Dongwoo Semiconductor Chemicals (currently, Dongwoo Fine-Chem)
(South Korea)

1985 1990 1995

2000



Deepen Global Management

and Develop Competitive Businesses in Global Markets

I IT-related Chemicals Sector established
and business grows

In the latter half of the 1990s, digitalization began to advance rapidly, with
the internet, PCs, and cell phones becoming widely used in society. In
response to these societal changes, Sumitomo Chemical decided to de ne
information technology-related businesses that handle components and
materials for electronic devices as one of the pillars that support the future
of Sumitomo Chemical, and established the IT-related Chemicals Sector.
With a particular focus on the South Korean, Taiwanese and Chinese
markets, the company set up local production companies and actively
expanded the business. Backed by rapid expansion in the use of liquid
crystal display panels, the business for display components, including
polarizing Ims and color Iters, achieved remarkable growth.

Separation of the pharmaceutical business and the
inauguration of Sumitomo Dainippon Pharma Co., Ltd.

In 1984, Sumitomo Chemical and Inabata & Co., Ltd. spun off their
pharmaceuticals manufacturing and sales businesses to form Sumitomo
Pharmaceutical Co., Ltd., with the aim of improving efficiency and
agility in manufacturing, sales and R&D and increasing competitiveness.
Furthermore, in 2005, Sumitomo Pharmaceutical merged with Dainippon
Pharmaceutical to establish Sumitomo Dainippon Pharma Co., Ltd.,
with the goals of strengthening their business base in Japan while also
expanding their global reach. Sumitomo Dainippon Pharma has actively
been promoting the sales of LATUDA®, an atypical antipsychotic agent
developed in-house, in the U.S. and the EU.

I Implementation of the Rabigh Project

The Rabigh Project, a substantial project to construct a world-scale oil
re nery and petrochemicals complex in Saudi Arabia, got its start in 2004
when Sumitomo Chemical and Saudi Aramco signed a memorandum
of understanding. Saudi Aramco selected Sumitomo Chemical as its
partner for this project, highly valuing Sumitomo Chemical’s outstanding
technological capabilities, robust sales force in Asia, and the achievements
of its petrochemicals business in Singapore. In 2005, Rabigh Re ning and
Petrochemical Company (Petro Rabigh) was established as a joint venture
between Saudi Aramco and Sumitomo Chemical, with the Phase | Project
starting commercial operations in 2009, and the Phase Il Project starting in
2019.

2005 2010 2015
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Joint information meeting on the merger of Dainippon Pharmaceutical
and Sumitomo Pharmaceuticals

Petro Rabigh (Saudi Arabia)

Sumitomo Chemical remains committed to its principle of
contributing to the development of a sustainable society
through business, even after more than a century

has passed since its foundation.

The company will continue to work to resolve various
issues facing people around the world

and achieve long-term sustained growth.

(100 Million yen)
30,000

25,000

20,000

15,000

10,000

5,000

2020 y)
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Ability to reach global markets

Highly competitive power in global markets

Information by Region

Sales Revenue by Region (%) Number of patents held by region (SC-only) (%)

Number of employees by region (%)
12 27 02

31 15 \
0.5 25 17 0.3
— D— ‘ (—

Japan
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Asia

32.3

FY2021 Fy2021 3.0 At the end of o North America
2,765.3 billion yen 13,759 Fy2021 o Europe
306 34,703 340 Latin America
o Middle East & Africa
38.9 34.3 Oceania, etc.

The Sumitomo Chemical Group has been expanding its
business around the world with the aim of building the
Sumitomo Chemical brand on a global scale. The Group’s
current overseas sales revenue ratio exceeds 60%. We
intend to continue to aggressively expand the Group’s
competitive businesses to markets around the world to
achieve sustainable growth.

Number of overseas bases

Deepening Global Management

By combining the best
technologies, locations,
partners, and human
resources, we are developing
competitive businesses
around the world.

ABa1eAs S,[ea1Way) owoNwns
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Loyal employees 2
The Power to Shape the Future
The Sumitomo Chemical Group Employee opinion survey (FY 2022, Average point for all the employees)
employs more than 30,000 people
worldwide. The high level of loyalty Highly rated and a state of positive awareness among many employees
that each and every one of our
employees brings to their daily Willingness to continue to work with us You do not think there is any discrimination in
work is one of the Group’s great the workplace on the basis of gender,
K i age, origin, nationality, etc. g
strengths. We will continue to 3
o
break through challenges while =
. lrean @
pursuing new possibilities every =
day through friendly competition u /5'0 u /5'0 %

among all employees with a high,
passionate sense of mission.

Willingness to use digital
technology for personal growth

4.0,

You can go home without worrying
about your surroundings.

4.1

Environment in which it is easy to
work while raising children and caring
for family members

4.0 ..

* Average score of employees with children of
elementary school age and younger

Sumitomo Chemical Annual Report 2022
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Introduction to Sumitomo Chemical | Sumitomo Chemical’s Five Business Areas

Sumitomo Chemical’s
Five Business Areas

Essential Chemicals & Plastics, Energy & Functional Materials,
IT-related Chemicals, Health & Crop Sciences, Pharmaceuticals
—— as a diversi ed chemical company, Sumitomo Chemical
globally supplies products that support a wide range of industries
and people’s daily lives across these ve business sectors.

B Essential Chemicals & Plastics

Polyole n Business The Essential Chemicals & Plastics Sector has manufacturing facilities in Japan, Saudi Arabia,
and Singapore, and leverages the strengths of each of these facilities to manufacture synthetic
resins such as polyethylene, polypropylene, and methacrylic resin, as well as raw materials for
synthetic bers, and various industrial chemicals. Through these operations, Sumitomo Chemical
meets the diverse needs of customers by providing chemical products that underpin a variety of

Methyl Methacrylate (MMA) Business

License/Catalyst Business

industries.
Automobile seats with cushion Automobile instrument panel Various products made Large aquarium panel A plant in Thailand where Sumitomo
materials made using propylene made of polypropylene using polyethylene made of methyl Chemical licensed its propylene oxide
oxide as a raw material methacrylate production method

I Energy & Functional Materials

Advanced Polymers Business The Energy & Functional Materials Sector provides a wide variety of functional chemical products
that contribute to reducing the environmental impact and conserving energy and natural
resources, including inorganic materials such as alumina used in energy-saving products,
high-performance polymer additives, super engineering plastics and lithium-ion secondary battery
Battery Materials Business material used in electronic components and next-generation vehicles.

Specialty Chemical Business

Inorganic Materials Business

Products made using Aluminum ingots Resorcinol A tire made using Super engineering Separator “PERVIO™”
alumina and alumina synthetic rubber plastics
powder

17 Sumitomo Chemical Annual Report 2022



IT-related Chemicals

Display Materials Business The IT-related Chemicals Sector provides a wide range of products to support the age of loT:
optically functional Ims, touch screen sensor panels, color resists and polymer OLED
materials that are used to make LC and OLED displays; photoresists and high-purity chemicals
required in the semiconductor manufacturing process; compound semiconductor materials
used in antenna switches and other components of communication terminal equipment.

Semiconductor Materials Business
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Polarizing Ims Touch screen sensor Color Resists “DyBright™”  Photoresist “SUMIRESIST™”  Compound Semiconductor ~ Polymer OLED inks
“SUMIKARAN™" panels materials

I Health & Crop Sciences

Agrosolutions Business The Health & Crop Sciences Sector is engaged in the manufacture and sale of crop protection

chemicals, fertilizers, feed additives, household insecticides, products for control of infectious

diseases, and active pharmaceutical ingredients and intermediates. By providing these

products, Sumitomo Chemical aims to contribute to a stable supply of crops, help increase

Pharmaceuticals Business food production in response to an increase in the world population, prevent the spread of
infectious diseases, and achieve hygienic and healthy lives.

Environmental Health Business

ABa1eAs S,[ea1Way) owoNwns

Feed Additives Business
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Various crop protection Products used for Olyset™Plus, long-lasting DL-methionine and Active pharmaceutical 5

chemicals, including insecticides insecticidal mosquito methionine hydroxy analog ingredients =
insecticides and herbicides net for malaria prevention used as feed additives

B Pharmaceuticals

Prescription Drugs Sumitomo Chemical started its pharmaceuticals business as the rst Japanese company to S

Diagnostic Drugs manufacture syrlnhetlc pharmaceutlcgls based on its advanced orgf'inlc synthesis technology. §

The company is currently developing the Sector through Sumitomo Pharma Co., Ltd., S

Contract Development and specialized in the prescription pharmaceuticals business, and Nihon Medi-Physics Co., Ltd., @

Manufacturing Organization . ) ) ) . =)

specialized in the radiopharmaceuticals business. %

Sumitomo Pharma Co., Ltd. Nippon Medi-Physics Co., Ltd.

Osaka Research Center Manufacturing of PET radiopharmaceuticals

Sumitomo Chemical Annual Report 2022 18



Introduction to Sumitomo Chemical |  Flow of Value Creation

Flow of Value Creation

In line with Sumitomo Spirit and other Corporate Philosophy, we are developing
five businesses by leveraging our core competencies accumulated through
more than 100 years of history. In 2019, in order to demonstrate our “contributing
to developing a sustainable society,” we have identi ed “material issues to be
addressed as management priorities,” and starting this year, we are working on
a New Corporate Business Plan that takes into account green transformation.
This will enable us to achieve stable pro tability and a sound nancial position,
while contributing to solving social issues and developing a sustainable society
in the environment, food, healthcare, and ICT-related elds. And by making them
a further strength, we will be able to sustainably increase our corporate value.

Strategy

New Corporate
Business Plan

Change
and

Innovation
with the
ower of Chemistry

Our roots Our business &
Strengths

Our Business Sectors
The Sumitomo Spirit

> P.09 Essential Chemicals & S P.63
Plastics ’ . . .
Basic Directions

Sumitomo Chemical’s Energy & _ S P.47 _ _ _
Business Philosophy Functional Materials Further improve business portfolio

(strengthen and reform businesses)
=2l IT-related Chemicals > P.71

Improve nancial standing

Over 100-year history Health & Crop Sciences => P. 75

Accelerate the development of
- P. 11 next-generation businesses

Pharmaceuticals > P.79

Obligations and contributions
toward becoming carbon neutrality
Investment of management

resources

Improve productivity and
strengthen businesses through

Sumitomo Chemical’s digital innovation

strengths (core competencies)

accumulated throughout its
history => P.15

Employ, develop and leverage
human resources for sustainable
growth

Ability to develop innovative
solutions by leveraging

its technological expertise in
diverse areas

Ensure full and strict compliance
and maintain safe and stable
operations
I Ability to reach global markets

I Loyal employees

t

To further Sumitomo Chemical’s strengths

19 Sumitomo Chemical Annual Report 2022



The Material Issues to Be Addressed
as Management Priorities - P. 39

Key Issues
for Sustainable Value Creation

Material Issues for Social Value Creation = P. 41

@ Contribute to the environment
« Climate change mitigation and adaptation
« Contribute to recycling resources
« Sustainable use of natural capital

777
777

Contribute to the food supply

« Advance sustainable agriculture

SSSS
A\\"

LMW-)  Contribute to healthcare

ép Contribute to ICT

Material Issues for Future Value Creation = P. 51
> Advance innovation

Bolster competitiveness
0 leveraging DX

¢ ® v Human resources
DE&I*, Development & Growth, Health
*Diversity, Equity & Inclusion

Foundation for
Business Continuation - P. 57

Occupational safety and health,
and industrial safety and disaster prevention

Product safety and quality assurance
Respect for human rights
Cybersecurity

Compliance

Anti-corruption

Created values

The social value we create

Contribute to solving social issues through

our business and aim for the development of

a sustainable society

@' Environmental Field
Recovery of the global environment

and realization of a world where
people and nature coexist in harmony

Food Field

Ensuring food security and
harmony with the environment

“M-) Healthcare Field

Ensuring healthy lives for people
around the world

{}3, ICT related Field

Realization of an inclusive society
using ICT

KPI FY2021 FY2024(Target)

ROE 14.5% 11.7%

The social value we create

Achieving stable pro tability and a sound nancial position

Consistently achieve
the following targets

over 10%

ROI 6.6% 1.2%

over 7%

D/E ratio 0.8times 0. 7times

Approx.O . Ttimes

Dividend
PaygllljteRnatio 24.2% Approx.30%

Approx.30%

Sumitomo Chemical Annual Report 2022
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Introduction to Sumitomo Chemical | Data Highlights

Data Highlights

= = Sales Revenued left axis0
[ Jm Core Operating Incomex right axist
[3®] Core Operating Income to Sales Revenue

. FY2020
¥2 3 4 . 8 billiom core Operating Incomerd ‘\:59.0% ¢

(Bilions of yen) (Bilions of yen)
3,000 2,765.3 450

21905 2,318.6 22258 22870
234.8

7
12 0% 204 3
8. 5%
8 8% 132 7y
g% 6 5%

"18/3 "19/3 '20/3 21/3 '22/3

2,000 300

1,000

Terms of trade improved, especially for petrochemicals, and shipments also
recovered, especially in the automotive sector. Shipments of display,
semiconductor-related materials, and agrochemicals remained strong. As a
result, sales revenue increased by 478.3 billion yen from the previous scal
year, while core operating income increased by 87.2 billion yen over the
previous scal year.

= m Total Assetsa left axisD
[4&-] Asset Turnover right axisCl
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Total assets increased by 317.9 billion yen over the previous consolidated

scal year, to 4,308.2 bilion yen. Trade receivables and inventories
increased due to higher raw material prices and other factors.
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= m Net Income Attributable to
Owners of the Parento left axis0

-8~ Basic Earnings per Sharea right axis0
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In addition to the improvement in core operating income, net income
attributable to owners of the parent increased by 116.1 billion yen over the
previous year, mainly due to foreign exchange gains resulting from the yen’s
depreciation at the end of the period.

= m Interest-bearing Liabilitiest left axisO
-o- D/E Ratio™nright axist - Net D/E Ratio™ right axisO

vs. FY2020
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The balance of interest-bearing liabilities was at year on year. On the other
hand, the D/E ratio and net D/E ratio both declined due to an increase in
equity attributable to owners of the parent resulting from improved net
income attributable to owners of the parent.

*1 D/E ratio=Interest-bearing liabilities/Total equity

*2 Net D/E Ratio=Net Interest-bearing Liabilities
(Interest-bearing Liabilities—Cash and Cash Equivalents)/
Equity attributable to Owners of the Parent



=u m Cash Flows from Operating Activities
[ J= Cash Flows from Investing Activities

[1® Free Cash Flow
vs. FY2020 ¢
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Cash ows from operating activities decreased by 202.7 billion yen mainly
due to an increase in working capital. Cash ows from investing activities
decreased by 62.0 billion yen, mainly due to the impact of the loan to Petro
Rabigh in the previous year. As a result, free cash ow decreased by 140.8
billion yen to 56.3 billion yen.
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Due to an improvement in net income attributable to the owners of the
parent, both ROE and ROI exceeded gures for the previous scal year.
ROE achieved its target of 10%.

= m Cash Dividends per Shared left axisO
-®- Dividend Payout Ration right axis

vs. FY2020
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100.0

Record annual dividend per share was 24 yen in scal 2021, thus, the
dividend payout ratio was 24.2%.

Research and Development Expensesa left axiso
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R&D expenses decreased by 3.7 billion yen over the previous scal year, to
174.9 bilion yen, mainly due to a decrease in R&D expenses in the
pharmaceutical sector.
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Data Highlights

Unit Energy Consumption
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GHG Protocol Standards

One of the material issues to be addressed as management priorities is
“contribute to the environment,” which is the “sustainable use of natural
capital.” In FY2021, the nal year of the Previous Corporate Business Plan,
we achieved a signi cant 14% reduction compared to FY2018, achieving
our target of a 3% improvement.

Water Usage
= m Freshwaterd []= Seawater

vs. FY2020
970 million tons =10 fmien i
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We will work to reduce water usage through effective use of water,
depending on the application, while endeavoring to assess risks to water
supplies. Seawater is used for cooling plants and other facilities.
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Greenhouse Gas Emission Volumet scope 1+2(] 13 iior
= m Greenhouse gas emission volume in Japan @
[J= Greenhouse gas emission volume outside Japan

7 6 4 8 thousand (Greenhouse Gas Vs, FYZOZQhousan , ¢
tons Emission Volume) + 2 2 6 tons
] )

[J Thousand tons[J
12,000

10,000
8,000 7,758 7.258 7217 7,422 7,648
6,000
4,000

2,000

0
"18/3 "19/3 '20/3 2173 '22/3

GHG Protocol Standards

One of the material issues to be addressed as management priorities is
“contribute to the environment,” which is the “climate change mitigation and
adaptation.” We will accelerate the reduction of GHG emissions in line with
the grand design for achieving carbon neutrality by 2050, which was
formulated in December 2021.

Lost-workday Incident Rate* DECENTWORKAND

ECONOMCGROWTH
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The frequency rate of lost-workday incidents for FY2021 was 0.29, falling
short of the target of less than 0.1. We will investigate the cause of the
problem, thoroughly implement basic safety rules, and work on measures to
prevent recurrence.

* Indicates the frequency of industrial incidents as the number of deaths and
injuries per one million hours of total work time.
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Sumitomo Chemical has raised “promotion of diversity, equity and inclusion”
as one of the material issues to be addressed as management priorities. We
aim to achieve a ratio of over 10% female employees in positions equivalent
to manager or above at Sumitomo Chemical proper by fiscal 2022.

*All numbers as of April 1 of that year
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Sumitomo Chemical has raised a goal for all employees of Sumitomo
Chemical proper to “take at least 80% of their paid leave each year on
average.” From fiscal 2020 onward, we will continue to work on attaining
this goal.
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Due to active R&D and patent acquisition activities in recent years, the scale of our
patent asset size has remained at a relatively high level. By deploying and making
thorough use of arti cial intelligence and materials informatics technologies on the
front lines of R&D, and by strengthening collaboration with academia and
startups, we will continue to build up and strengthen our patent portfolio.

*1 Patent asset size is evaluated using the Patent Asset Index™, generated using the
patent analysis tool LexisNexis PatentSight®

*2 The Patent Asset Index™ is an index for comprehensively assessing the status of
legally active patents based on quantity (number of patents) and quality (countries of
registration and number of citations)

With the goal of further strengthening the Board of Directors’ oversight and
advisory functions to increase the transparency and objectivity of
management, in June 2018 we added one outside director, increasing the
total number to four (including one female director). As a result, of the 12
members of the Board of Directors, four are outside directors.

*As of July 1, only for scal 2022
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One Year at Sumitomo Chemical

Pharmaceuticals

Urovant, a consolidated subsidiary
of Sumitomo Pharma, launched
GEMTESA®, a treatment for
overactive bladder, in the U.S.

Pharmaceuticals

Myovant, a consolidated
subsidiary of Sumitomo

Pharma, received approval
for MYFEMBREE®, the first
once-daily treatment for heavy
menstrual bleeding associated |
with uterine fibroids in the U.S.

In fiscal 2021, the final year of the Corporate Business Plan, we have paved the way for growth through aggressive
business operations, including the decision to increase production capacity for semiconductor materials, for which
demand is growing, and the launch of three promising post-LATUDA agents in pharmaceuticals. It was also a year in
which we continued to take steps to ensure the sustainability of our company and society, including the formulation of a
grand design for achieving carbon neutrality and steady progress in our chemical recycling efforts.

Received U.S. registration approval
for Accede™ plant growth regulator

Essential Chemicals & Plastics
Decided to construct chemical
recycling pilot facility for acrylic
resin

Decided to expand capacity
of a manufacturing facility
of high-purity chemicals for
semiconductors at its Ehime
Works and in South Korea

Decided to enhance production
systems for semiconductor
photoresists on a global level

Established SUMIKA DX ACCENT
Co., Ltd., a joint venture with
Accenture

Received Gold Medal in EcoVadis
sustainability assessment for the
second consecutive year

25 Sumitomo Chemical Annual Report 2022

o o——
Decided to switch all electricity purchased for
the Oita Works to renewable energy and change
fuel used in the plant, reducing greenhouse gas
emissions by approximately 30%
> P.42
G . L Returned
Devel_oped a versgtlle, accurate Al predlctlon_ Tokyo Head
technique even with a small number of experiments, Office to
using the chemical materials open platform Nilnlseali

framework with National Institute for Materials
Science, Asahi Kasei Corporation, Mitsubishi
Chemical Holdings Corporation, Mitsui Chemicals,
Inc.

after 28 years




Energy & Functional Materials
Decided to withdraw from the EPDM (ethylene-
propylene-non-conjugated diene rubber) business

Essential Chemicals & Plastics
Launched Meguri®, a new brand for
recycled plastic products

Pharmaceuticals

Sumitomo Pharma and its subsidiary Sunovion
executed a collaboration and license agreement
with Otsuka Pharmaceutical Co., Ltd. for the
worldwide joint development and commercialization
of four novel candidate compounds currently under
development in psychiatry and neurology area by
Sumitomo Pharma and Sunovion

Decided to construct a new
manufacturing plant for nucleic acid
drug substances at Oita Works

Pharmaceuticals

Enzyvant, a consolidated subsidiary of
Sumitomo Pharma, received approval
in the U.S. for RETHYMIC®, a one-time
regenerative tissue-based therapy for
pediatric congenital athymia

Received CDP’s highest rating in
Corporate Climate Change Action,
for the fourth consecutive year, and
Water Security Action, the second
consecutive year

Formulated grand design to achieve Carbon
Neutrality by 2050
> P.42

R&D

Decided to build new research facilities in Chiba
and Osaka and reorganize research laboratories in
Osaka, Tsukuba, and

Chiba, to accelerate

the creation of next-

generation businesses

Image of the new research facility in Chiba

Energy & Functional Materials
Decided to expand production
capacity of LCP (liquid crystal
polymer) at Ehime Works

Transition Loan arranged to finance the construction
of their new LNG-fired power generation facilities
was selected by Japan’s Ministry of Economy,
Trade and Industry for “FY2021 Climate Transition
Finance Model Project,” the First in the Chemical
Sector

R&D

Essential Chemicals & Plastics

Decided to change the name of
Petrochemicals & Plastics Sector to “Essential
Chemicals & Plastics Sector”

Decided to construct a new
manufacturing plant for active
pharmaceutical ingredients and
intermediates for small molecule
drugs at the Oita Works

Essential Chemicals & Plastics
Developed a new polyethylene
product, Sumicle®, aiming to
achieve horizontal recycling of
plastic products

Formulated New
Corporate Business
Plan for FY2022 to
FY2024

-> P.35

Four themes related to chemical recycling technology development projects were

selected for their Green Innovation Fund Project
> P.46

R&D
Started joint development of energy-saving and highly effici

ent hydrogen

production process with Microwave Chemical Co., Ltd. to help achieve carbon

neutrality by 2050
> P.43

Received a Minister of the Environment Award (Silver Award)

in the Environmentally Sustainable Corporations Section of
Ministry of the Environment’s “ESG Finance Awards Japan”

the
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Sumitomo Chemical’s Strategy (]| President’s Message

President’s Message

We will strive to strengthen each of
our businesses and get even stronger
as an integrated business group to generate
synergies as a diversified chemical
company to the full.

%w 3 —

Keiichi Iwata

Representative Director & President
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Since becoming President, | have
been committed to transforming
our corporate culture.

Eliminating “losses due to inaction” and in-
creasing the “speed of business operations”

Three years have passed since | took of ce as President in April
2019. During this time, there have been signi cant changes in
the environment that | did not anticipate, such as the COVID-19
pandemic and Russia’s invasion of Ukraine. | now strongly feel
once again that in order to continue to be a company that grows
even in highly uncertain, turbulent times, there are “things that
we should change” and “things that we should maintain and
continue to protect.”

I would like to start with what we should change. When | be-
came President, | set the goal of developing a corporate culture
full of entrepreneurial spirit. Speci cally, | have stressed eliminat-
ing “losses due to inaction”—opportunities that may be lost as
we fail to take action—and increasing the “speed of business
operations.” At Sumitomo Chemical, its people are so faithful
to their duties that they tend to readily follow precedents that
have been successful, while we do not have a culture in which
people are blamed for a failure. | therefore felt that we should
be more aware that we may lose opportunities if we do not
take on new challenges. In these times of dramatic changes, a
company cannot survive unless it is willing to constantly try new
things, instead of repeating the same old thing. With a sense of
urgency, | determined to work on making elimination of “losses
due to inaction” a part of our corporate culture.

What is important is not just to make a commitment but to
translate this to a desire to “try something new.” | thought that
if there was any sense of getting nowhere within the compa-
ny—such as “we don’t know what to do” or “even if we take
action, it won’t make much of a difference”—| would like to

break through it by clearly showing management’s vision on the
way forward for our business. Accordingly, we have laid out the
future direction for our individual businesses. For example, we
will work to develop and implement in society new technolo-
gies for achieving carbon neutrality in the Essential Chemicals
& Plastics business. Meanwhile, in the area of biorationals* of
the Health & Crop Sciences business, we will take on the chal-
lenge of reducing environmental impact and increasing food
production at the same time. As we share a clear picture of the
future for each of our businesses and make decisions and take
actions every day toward that goal, | feel that our mindset has
been changing gradually.

We also see the “speed of our operations” signi cantly in-
creasing. For example, we are advancing planning for initiatives
toward carbon neutrality at great speed, now becoming a front-
runner in the industry. In addition, for new plant construction
and capacity expansion projects, we have restructured our en-
gineering team and process, so that the time from planning to
start-up is now about three to six months shorter than before.
Society is changing rapidly. To keep up with it, we must always
ask ourselves what we should do to further speed up our op-
erations and put them into action, while also leveraging digital
technology.

*The Sumitomo Chemical Group de nes microbial pesticides, plant growth regulators and rhizosphere microbial
products derived from natural sources, as well as solutions using these products to protect crops from pests and
enhance crop quality and yield, as “biorationals.”

Our corporate philosophy brings coherence
to our diversity.

Meanwhile, there is an essential element in our corporate culture
that we want to maintain and continue to protect. A research
report published in the U.S.* points out that there are four traits
shared by companies that have survived for long years. First,
they are sensitive to changes in the environment. Second, they
are tolerant of new initiatives. Third, they are implementing a
conservative nancial policy. Fourth, they have strong cohesion
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