Procurement

Basic Stance

Policy on Sustainable Procurement

The Sumitomo Chemical Group is committed to building mutually
beneficial and sound relationships with business partners. In
addition to ensuring fairness, equitability, and transparency in our
transactions with business partners, we are promoting sustainable
procurement activities throughout the supply chain with an
emphasis on compliance and respecting human rights, which will
encourage our partners to also engage in sustainability initiatives.
Furthermore, Sumitomo Chemical’s stance toward and policy
on sustainable procurement is clarified in the Basic Procurement
Principles and the Group Business Standards of Procurement, which
provide guidelines for procurement operations for Group companies
in Japan and overseas.

¥ Basic Procurement Principles (Outline)

. The Procurement Section shall strive to conduct procurement transactions on the basis of fair, equitable, transparent and free competi-

tion without involving personal interests or arbitrary considerations.

. The Procurement Section shall strive to select suppliers to transact with in accordance with the most appropriate and economically

rational methods and shall pursue the maintenance of sound business relationships with suppliers, aiming for mutual growth and
development.

. The Procurement Section shall strive to provide corporate services globally throughout the entire Group.

. Inits procurement, the Procurement Section shall give preference to those suppliers that are active in sustainability initiatives, with the

aim of fulfilling its corporate social responsibilities and building sound relationships with suppliers.

. The Procurement Section shall strive always to meet the quality requirements of Sumitomo Chemical’s internal sections that request

purchases of Goods and Services.

. In performing Procurement Operations, the highest priority shall be given to safe and stable operations in order to realize zero-accident

and zero-injury operations.

. In performing Procurement Operations, the highest consideration shall be given to customer satisfaction.

. The Procurement Section shall ensure the transparency of Procurement Operations.



Sumitomo Chemical Group Policy for Responsible Procurement of Minerals / Raw Material (Established March 17, 2020)

Recognizing the principles set out in our Sumitomo Chemical
Group Human Rights Policy, Sumitomo Chemical Group (Sumitomo
Chemical Co,, Ltd. and its group companies, hereafter “Sumitomo
Chemical Group”) defines those raw materials that involve a high
risk of having a negative impact on human rights in the supply
chain (including but not limited to Tantalum, Tin, Gold, Tungsten,
Cobalt, Mica, Graphite, Pulps etc.) as high-risk raw materials (‘HRRM").
Sumitomo Chemical Group recognizes the adverse impact against
human rights which may be associated with mining, extracting,
refining, manufacturing, trading, handling and/or importing/
exporting HRRM, and sets out the following Policy for Responsible
Procurement of Minerals/Raw Materials. Sumitomo Chemical Group
will comply with this policy, and requests all of its suppliers to
acknowledge the contents of this policy and comply with it.

Incorporating the essence of the standards set out in the OECD
Due Diligence Guidance for Responsible Supply Chains of Minerals
from Conflict-Affected and High-Risk Areas (the “OECD Guidance”)
with necessary adjustments, Sumitomo Chemical Group adopts the
following 6-step framework in conducting due diligence in respect
of HRRM:

1. Establish Strong Company Management Systems
Sumitomo Chemical Group will clearly communicate and explain
to suppliers and to the public the contents of this policy, and
appoint a senior executive and staff assigned to supply chain
management of HRRM. Sumitomo Chemical Group will request
HRRM suppliers to comply with this policy by abiding by the
standard contract clause or commitment letter.

2. Identify and Assess Risks in the Supply Chain
Sumitomo Chemical Group will establish a system of controls
and transparency over the supply chain of HRRM, and will peri-
odically identify and assess risks of HRRM suppliers through an
approach consistent with OECD Guidance Annex II. In identifying

Note: From FY2024, the “Sustainability Data Book” has been renamed to “Sustainability Report.”

and assessing the risks, Sumitomo Chemical Group will (i) request
HRRM suppliers to map its supply chain to origin and maintain a
database of the same, and (ii) conduct additional due diligence
procedures against the HRRM supplier, when red-flags of adverse
impact on human-rights are discovered in its supply chain, with
due attention to the geographical characteristics of conflict-
affected and high-risk areas.

. Design and Implement a Strategy to Respond to Identified Risks

Once risks are identified and mitigation measures are under-

taken, the senior executive assigned to HRRM, will compile a risk

management plan and will implement either of the following

measures:

i) continuing trade throughout the course of measurable risk
mitigation efforts;

ii) temporarily suspending trade while pursuing ongoing mea-
surable risk mitigation efforts;

iii) disengaging with the HRRM supplier after failed attempts at
mitigation, such as where lack of cooperation, refusal to follow
improvement requests etc.

Sumitomo Chemical Group will implement the risk man-
agement plan, monitor and trace the risks and progress of risk
mitigation efforts, report them to the assigned senior executive
of HRRM, and keep record of the same for a designated period.
Sumitomo Chemical Group will undertake additional assessments
of the identified risks once there is change of circumstance.

.Sumitomo Chemical Group will request HRRM suppliers who is

in a position to more directly and effectively mitigate the adverse
impact on human rights in the supply chain to undergo supply
chain due diligence audits conducted by Sumitomo Chemical
Group or by Sumitomo Chemical Group’s designated indepen-
dent third-party auditor.

5. Sumitomo Chemical Group will report the above HRRM related
activities through our web site, annual report, sustainability data
book etc. If required, Sumitomo Chemical Group will request
HRRM suppliers to report its HRRM related activities periodically to
Sumitomo Chemical Group, and to promptly report to Sumitomo
Chemical Group any signs of adverse impact on human-rights
discovered in their supply chain, and to follow any instructions of
corrective measures by Sumitomo Chemical Group.

6. Sumitomo Chemical Group will support relevant industry initiatives
in respect of HRRM and respond to changing situations flexibly.

Sumitomo Chemical Group requests all of its suppliers to
develop and implement its own initiatives in accordance with the
above 6-step framework, and to cause its upstream suppliers to do
the same.



Management System

Goals and Results

In line with the policy on sustainable procurement, we formulate and
implement plans related to sustainable procurement, share these
plans with Group companies. Furthermore, Sumitomo Chemical’s
stance toward and policy on sustainable procurement is clarified
in the Group Business Standards of Procurement, which provide
guidelines for procurement operations for Group companies in
Japan and overseas. We are promoting relevant initiatives across the
entire Group.

M FY2023 Group-wide Initiatives

Main Initiatives
Group purchasing information

Details
Participating companies: 25

exchange meetings 2times - Sustainability initiatives (respect for human rights, including high-risk raw materials, environmental conservation, etc.)
Company-wide procurement Participants: Representatives responsible for the procurement of business sectors
liaison meetings 2 times - Sustainability initiatives (respect for human rights, including high-risk raw materials, etc.); Shared information about BCPs

Procurement staff education

Participants: All procurement staff (including new employees and transferees)
- Sustainability initiatives (respect for human rights, including high-risk raw materials, environmental conservation, etc.)

M FY2023 Initiative for Suppliers

Main Initiatives

Suppliers Dialogues
3 times

Details

Participating companies: 42 (major suppliers of materials and equipment)
+ Shared information regarding occupational safety; Sustainability initiatives (respect for human rights), etc.

Supplier Information Exchange Meeting
1 time

Participating companies: 53 (major raw material suppliers)

+ We explained the Company’s efforts to reduce Scope 3*' emissions to our major suppliers,*? requested that each such
company cooperate with us in reducing GHG emissions and share related information, and introduced the Carbon Footprint
of Product calculation tool (CFP-TOMO®).

« Provided briefings on and requested cooperation in sustainability initiatives (respect for human rights, including high-risk raw
materials, environmental conservation, etc.), introduced on internal reporting systems, etc.

Evaluation of Established Suppliers
(Sustainable Procurement Rate Survey)

Targeted companies: All established suppliers, who together account for the top 90% of the raw materials purchased
Sustainable procurement rate*3: 76% (As of April 30, 2024)

Evaluation of New Suppliers

Due diligence rate for new suppliers: 100%
Suppliers who were rated “good” and with whom business began: 100%

Audits

Number of times monitoring was conducted in conjunction with quality audits: 11(All audits were documentation audits. We
confirmed that there were no problems on the sustainable procurement check sheets.)

Initiatives Related to
High-Risk Raw Materials

We conduct due diligence in accordance with the Sumitomo Chemical Group Policy for Responsible Procurement of Minerals/
Raw Materials. For conflict minerals (gold, tantalum, tungsten, and tin), cobalt, and mica, we request they use the template**
issued by the Responsible Minerals Initiative (RMI), and, for other high-risk raw materials, we request they use a document based
on the RMI. We have already received replies from all current suppliers of raw materials, including these high-risk raw materials.
Reply collection status:

« Conflict minerals, cobalt, and mica: 100% reply collection rate, 0% of suppliers have been determined to have a problem

« Other high-risk raw materials: 100% reply collection rate, we are engaging with some suppliers who need additional confirmation

Human Rights Questionnaire

- We followed up on progress at four of the five companies with which we conducted engagement activities* in FY2022, where it was
deemed necessary.

+ We newly conducted a survey of 10 major suppliers and have collected responses from all of them. We also assess the status
of initiatives on human rights.

*1 Emissions from the manufacturing and transportation of purchased raw materials
*2 Covers suppliers accounting for 90% of procured raw materials.
*3 The percentage of Sumitomo Chemical Group Sustainable Procurement Check Sheets that were returned

*4 .« Conflict minerals (gold, tantalum, tungsten, tin): Conflict Minerals Reporting Template (CMRT)
« Cobalt and mica: Extended Minerals Reporting Template (EMRT)

*5 Exchanging information on sustainability initiatives, sharing best practices in the Sumitomo Chemical Group, supporting suppliers, etc.



Examples of Initiatives

Sustainable Procurement Activities

Sumitomo Chemical has a webpage about sustainable procurement
in the Procurement Information section on its official website to
inform more stakeholders of its sustainable procurement initiatives.
The webpage features the Sumitomo Chemical Group Supplier
Code of Conduct. Moreover, Sumitomo Chemical has formulated
the Sumitomo Chemical Group Sustainable Procurement Check
Sheets to enable suppliers to conduct self-evaluations regarding all
items. Suppliers can now download these documents and report
the results of their evaluations.

Sumitomo Chemical Group Sustainable Procurement Check Sheets
I Compliance and Ethics

Questions in this chapter focus on whether the company properly
complies with laws and regulations; upholds and respects interna-
tional norms; complies with competition laws; maintains sound
relations with governments and administrative agencies as well as
prohibits bribery; prohibits the offering and receiving of inappropri-
ate profit; respects intellectual property; establishes a system for the
prevention, early detection, and remedy of wrongdoings as well as
protects whistleblowers; makes appropriate information disclosure;
protects the organization’s confidential information and personal
information; and develops cyber security measures.

I Society

Questions in this chapter focus on whether the company properly
respects human rights; prevents complicity in human rights viola-
tions; prohibits all forms of discrimination and harassment; complies
with laws and regulations regarding working hours, leave, etc. and
labor agreements; respects the ILO standards; reduces excessive
working hours; respects basic labor rights, including employees’
freedom of association and the right to collective bargaining; pro-
hibits forced labor; prohibits child labor; gives due consideration to
young workers; complies with legal minimum wage requirements
and gives due consideration to living wages; establishes and

implements a product quality management system; ensures safety
of products and services; clarifies and complies with relevant laws
and regulations, customer requirements, and internal quality control
standards; properly manages chemical substances and complies
with relevant laws and regulations; makes appropriate information
disclosure for products and services; take proper measures in the
event that an accident occurs or that a defective product should
be shipped out; advances efforts to reduce any negative impact on
local communities and contributes to local communities; manages
suppliers; establishes a system necessary to ensure a stable supply
of products and services; properly controls imports and exports; and
responsibly procures raw materials.

I Occupational Safety and Health

Questions in this chapter focus on whether the company properly
establishes and implements an occupational safety and health man-
agement system; prepares emergency scenarios, including natural
disasters and accidents, takes measures to improve facilities, for-
mulates manuals for emergency response measures, and provides
awareness-raising and training programs ; assesses safety and health
risks, implements proper safety and health measures, and provides
awareness-raising and training programs regarding safety and
healthy information; provides a safe and hygienic work environment;
implements proper health management measures; and categorizes
and records cases of occupational accidents and illnesses, provides
necessary treatment, and conducts investigations, reports, and takes
remedial measures.

IV Environment

Questions in this chapter focus on whether the company properly
establishes and implements an environment management system;
properly controls and reduces chemical substances released to the
environment; take measures to respond to climate change, such
as greenhouse gas (GHG) emissions reduction and adaptation to
climate change; properly manages, reduces, and responsibly treats
and disposes of waste; sustainably and efficiently utilizes resources
(energy, water, raw materials, etc.); and conserves biodiversity.

Sumitomo Chemical Group Supplier Code of Conduct

© https//www.sumitomo-chem.co.jp/sustainability/files/docs/
suppliers_code_of_conduct_e.pdf ¢

Sumitomo Chemical Group Sustainable Procurement Check Sheets

© https//www.sumitomo-chem.cojp/english/sustainability/files/
sustainable_procurement_checksheets_exlsx (3

Promoting Sustainable Procurement throughout the Supply Chain
We have every new supplier gain a better understanding of Sumitomo
Chemical’s policies and stances through the Sumitomo Chemical
Group Supplier Code of Conduct. We also have them fill out and sub-
mit the Sumitomo Chemical Group Sustainable Procurement Check
Sheets. This enables us to do our due diligence regarding their compli-
ance status, and, upon confirmation of satisfactory evaluation results,
we begin doing business with them. Following that, we regularly
monitor their compliance status and strive to prioritize procurement
from those suppliers who are working hard to ensure sustainable pro-
curement. We manage the data from the monitoring and periodically
assess the content.

For suppliers whose initiatives have been determined to be
insufficient according to their replies to the sustainable procurement
check sheets, we furnish feedback, such as requesting confirmation
of improvement plans, to raise awareness of and cooperation in
ensuring sustainable procurement. Furthermore, for suppliers
who have not shown improvement over the long term regarding
important initiatives related to human rights and other issues, we
designate them high-risk suppliers and offer more focused feedback
and monitoring.

In addition, we send out and collect the code of conduct and
check sheets from our main suppliers of raw materials. The collection
status is managed as our sustainable procurement rate.


https://www.sumitomo-chem.co.jp/sustainability/files/docs/suppliers_code_of_conduct_e.pdf
https://www.sumitomo-chem.co.jp/english/sustainability/files/sustainable_procurement_checksheets_e.xlsx

I System for Promoting Sustainable Procurement throughout
the Supply Chain

Sumitomo Chemical
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Suppliers (trading companies and manufacturers)

In addition to the initiatives above, from fiscal 2021, we have con-
ducted detailed surveys of the Company’s major suppliers through
questionnaires specially focused on human rights (the human rights
questionnaire). The questionnaires comprise two parts, questions
confirming the existence of company-wide management systems
and questions specially focused on human rights (the presence of
human rights risks and the status of risk mitigation measures). We
provide the results of the survey to all suppliers who respond. We also
conducted engagement with each supplier that we wish to see pro-
mote further measures on an individual basis. This includes exchang-
ing information on sustainability initiatives, sharing best practices in
the Sumitomo Chemical Group, and supporting suppliers.

{O Respect for Human Rights: B. Supplier DD () J

Initiatives Related to High-Risk Raw Materials

We formulated the Sumitomo Chemical Group Policy for Responsible
Procurement of Minerals/Raw Materials in March 2020. We define
high-risk raw materials as those that involve a high risk of having a
negative impact on human rights in the supply chain (including but
not limited to tantalum, tin, gold, tungsten, cobalt, mica, graphite,
pulps, etc.). In line with the characteristics of each high-risk raw mate-
rial, we promote initiatives aligned with the content of the OECD
Due Diligence Guidance for Responsible Supply Chains of Minerals
from Conflict-Affected and High-Risk Areas (OECD Guidance). In line
with this procurement policy, we designate high-risk raw materials
and conduct due diligence.

In line with this policy, we extract data on all raw materials, includ-
ing identified high-risk raw materials, from our internal database and
regularly confirm its accuracy for subject suppliers using templates
issued by the Responsible Minerals Initiative (RMI) or documents
based on said templates. If we determine there is a problem, we
request improvements be made, and, if we do not receive sufficient
cooperation, we take appropriate measures, such as suspending
procurement.

(2 Respect for Human Rights: C. High-risk Raw Material DD (3

Promoting Sustainable Procurement throughout the Group

We periodically hold Group purchasing information exchange
meetings that gather together responsible purchasing
representatives from each Group company in Japan and overseas to
discuss promoting sustainable procurement throughout the Group.
In addition, to ensure smooth communication, we set up a website
with the Group companies to reciprocally share information as we
strive to promote and encourage sustainable procurement as a
unified Group.

Supplier Information Exchange Meeting

Sumitomo Chemical regularly holds information exchange meetings
with major suppliers and has introduced initiatives related to the
sustainability of the Sumitomo Chemical Group. We aim to help
realize a sustainable society throughout the supply chain by helping
suppliers understand the Group's policies related to procurement
activities.


https://www.sumitomo-chem.co.jp/english/sustainability/files/docs/society_HumanRights#page=7.pdf
https://www.sumitomo-chem.co.jp/english/sustainability/files/docs/society_HumanRights#page=6.pdf
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