Review of the Business Environment in
FY2023 and Progress of the Mid-term
Management Plan SPEED 25/30

In FY2023, the business environment showed a recovery trend,
supported by a steady increase in demand centered on
materials for smartphones and the effect of the weak yen. On
the other hand, the unstable international situation continues,
with Russia’s invasion of Ukraine entering its third year and
tensions in the Middle East escalating. As a result, economic
security aimed at stabilizing the supply chain for semiconductors
and display-related products has become an important issue
for our Functional Colorants Segment as well. Additionally, the
persistently high energy prices due to the weak yen are
affecting our domestic businesses such as Basic Chemicals and
Agro-Science.

Even in such an environment, we achieved an increase in
both sales and profits, with net sales of 44,261 million yen (up
937 million yen from the previous year) and operating profit of
3,951 million yen (up 250 million yen). Furthermore, | believe it
is worth noting that we were able to increase the annual
dividend to 75 yen (up 10 yen).

In the Mid-term Management Plan SPEED 25/30, we
envisioned the business environment in 2050 and formulated
our “ideal figure”in FY2030 and our "target figure” in FY2025
using a backcasting method. In FY2023, which marks the
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Message from the President

We aﬁn to enhance our mid- to long-term
corporate value by accelerating SPEED 25/30
towards realizing our“ideal figure”in FY2030.

Yuto Matsumoto ‘
President and CEO

halfway point of Phase 1 up to FY2025, the Functional Colorants
Segment showed remarkable growth, particularly in the OLED
materials business, where adoption by major customers further
expanded. Also, to promote growth in new business areas such
as cutting-edge electronic device materials, we established the
Organic & Optical Device Materials Division in April 2023, and
set up the Advanced Device Materials Department as a
subordinate organization to actively incorporate new areas of
business such as semiconductor resist materials. We will also
actively expand into materials for perovskite solar cells.

In the Agro-Science Segment, we are working on the
development and expansion of agricultural materials, and have
completed the first phase of expansion work for oxygen supply
materials. In the future, we plan to proceed with data collection
on the user side to further expand sales and begin the second
phase of expansion work.

[ Mid-term Management Plan—P. 23 J

The Increasing Importance of Business in
South Korea

The importance of business in Korea is increasing year by year
for our Group. With active capital investment in SFC and REXCEL

in Korea, we established the Korea Business Strategy Office
under the direct control of the president in July 2023, creating
a system that allows for quick management decisions on capital
investments and other matters.

At SFC, we are also focusing on the bio business to foster a
second pillar of business following OLED materials. In November
2023, we established and started operations at BioPark, a research
and development and production base. We aim to enter the
biopharmaceutical field by further developing the technology
cultivated in materials for PCR diagnostic kits, which was developed
as a horizontal expansion of the OLED materials business, with the
goal of entering oligonucleotides for nucleic acid medicine, the
next generation of pharmaceuticals.

In addition, as the importance of REXCEL, which has played a part
in OLED material manufacturing, has increased, we made it a
subject of group consolidation from April 2023.To respond to the
expansion of production of electronic materials requiring advanced
purification technology such as OLED materials, the second plant at
the Chungju campus started operations in April 2024. Also, at the
Eumseong campus, which is responsible for the synthesis of energy
materials and electronic materials, a new plant is under construction
and will start operations in September 2024.

Through these efforts, we will further expand and strengthen our
business in Korea and enhance our global competitiveness.

Mid-term Management Plan—P. 23
Global Expansion of the Hodogaya Chemical Group —P. 31

Challenges in New Business Areas

In FY2023, the Functional Colorants Segment, which includes the
OLED materials business, accounted for 50% of our segment sales
ratio, and the imbalance in operating profit by segment is a major
issue. While investments in research and development for new
product development and advance investments to improve
production capacity in the OLED materials business are bearing
fruit, some other areas are experiencing delays in development and
market size contraction, and we recognize that we are still in the
process of reaping the benefits.

We will continue to strengthen our efforts on materials for
perovskite solar cells, which could be a solution to future energy
problems, and battery materials, in which we have made advance
investments in anticipation of the global rise in EV demand, as
important themes that will form a new business portfolio. Our
stakeholders expect us to achieve sustainable growth and balance
a diverse business portfolio through advance investments and
technological development in these areas.

We will continue to promote efforts to overcome challenges in
new business areas and strengthen our overall business portfolio.

[ AtaGlance—P.7 Mid-term Management Plan—P. 24 J

Challenges in Research and Development
Contributing to the Realization of a
Sustainable Society

R&D expenses for FY2023 were 5,011 million yen, reaching 11.3%
of sales. This ratio is high within the chemical sector and is on par
with pharmaceutical companies, which are considered to be
leaders among research and development-oriented companies. In
FY2023, advance investments mainly in OLED material-related areas
in Korea bore fruit, resulting in significant sales growth and increased
corporate value. It is necessary to invest these profits in advance in
the next growth areas to nurture second and third pillars.

As information terminals such as smartphones and tablets have
become necessities in daily life, we expect the electronic materials-
related business to continue growing in the future. While we will of
course continue to grow OLED materials and semiconductor-
related materials as one pillar, we are also developing materials for
perovskite solar cells, which Japan is urgently working to
commercialize, as an extension of the technology we have
cultivated so far.

Furthermore, we are also focusing on agro-related businesses.
“Food”is the basis of life, and its demand will never disappear. We
will continue to research and develop products that respond to
climate change and improve productivity, centered on agricultural
materials such as oxygen supply materials. In this field, we are also
considering entering the global market through partnerships with
global companies.

Through these efforts, we will contribute to the realization of a
sustainable society and further accelerate our growth.

[ R&D and Intellectual Property Strategy—-P. 29 J

Aiming for Growth by Focusing on Each
Component of the ROIC Tree

To realize our growth strategy, while maintaining financial
soundness, we have made capital investments of 10.8 billion
yen and R&D investments of 13.8 billion yen over the past three
years. In the Mid-term Management Plan SPEED 25/30, we set
a target of 9% ROE for FY2025, but the actual result for FY2023
was 5.5%, which we recognize as a major challenge.

| believe that to improve ROE, we need to actively implement
measures to improve performance for each component of the
ROIC tree. We must clearly define how much each measure
contributes or will contribute to the improvement of ROIC and
focus on that. For employees, if they can understand which
component of the ROIC tree their work corresponds to and
how it contributes to value enhancement, it will lead to high
motivation in their work.

In Phase 2 of the Mid-term Management Plan SPEED 25/30,

Hodogaya Chemical Co,, Ltd. Integrated Report 2024
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Message from the President

which starts from FY2026, we plan to work on visualizing ROIC.
As a preliminary step, to make all employees understand the
importance of ROIC and encourage actions that contribute to
improving ROIC, we intend to break down each component of
the ROIC tree and refine it so that we can clearly explain the
challenges that each employee should address.

As improving ROIC directly leads to improving ROE, we
recognize it as a challenge that we must tackle to realize our
growth strategy.

[ Financial Strategy—P. 26 J

Sustainability Management Aimed at
Realizing the “Ideal Figure” in FY2030

In FY2023, we achieved the FY2025 targets for energy intensity and
carbon dioxide emission intensity (per unit of sales) ahead of
schedule due to changes in product composition. In addition,
external evaluations have improved, with our FTSE Russell score
increasing to 3.6, maintaining the EcoVadis Silver Medal, our CDP
(Carbon Disclosure Project) rank rising to B, and our “Integrated
Report 2023" receiving the “Excellence Award” at the 3rd Nikkei
Integrated Report Awards.

We recognize that these improvements in evaluation are not the
result of significantly changing our efforts, but rather the result of
enhancing ESG information disclosure, reflecting on the fact
that our sincere efforts were not easily visible from the outside.
We also believe it is the result of each employee making efforts
toward “environmentally friendly manufacturing” with high
awareness, even with limited resources.

Our VISION: The corporate image we aim for, advocates
“‘environmentally friendly manufacturing” This includes two
meanings: “creating environmentally friendly products”and
“adopting environmentally friendly manufacturing methods!
In Phase 2 of the Mid-term Management Plan SPEED 25/30, we
aim to develop products and services that contribute to the
harmony between the environment and chemistry, accelerate
sustainability efforts, contribute to a sustainable planet and
society, and contribute to the creation of an environmentally
conscious society, and we will proceed with more in-depth
consideration from Phase 1.

Also, as a chemical manufacturer, safe operation is our
primary mission. In FY2023, we achieved zero accidents at all
business sites. We will continue to further enhance our
Responsible Care activities and work towards zero accidents,
zero disasters, and safe operations.

Management Philosophy — P.1  Mid-term Management Plan — P. 22
Hodogaya Chemical Group’s Sustainability — P.38  Responsible Care — P. 41

Towards Further Advancement of Human
Capital Management

Since becoming president in 2016, | have been working to
make our Company “a place where personnel can have
aspirations, experience job satisfaction and feel happy to work
for the Company." Our aim is to be a company with high
productivity and profitability, and consequently high salary
levels, as well as a company where people can take pride in
their work, which leads to motivation and job satisfaction.
Furthermore, | believe that a safe work environment and
appropriate work-life balance are necessary, and we have been
advancing initiatives in these areas.

Promoting Diversity

As a chemical manufacturer, we face the challenge of having
few female recruits, but this is also an opportunity to promote
diversity. In overseas chemical companies, the number of
female employees active on site is increasing. In our Company
too, by actively promoting DX and creating a work environment
where we can shift to monitoring and decision-making tasks in
instrument rooms, we can expand opportunities for women to
play active roles.

We aim to increase the percentage of female managers to
13% by FY2025, and in 2023 we invited a female Outside
Director, while in 2024 a female Executive Officer was also
appointed. In the future, we want to actively appoint women
to positions that participate in management meetings and raise
awareness of participation in management.

Education and Global Talent Development

Our Company's educational programs are comprehensive,
providing career education for next-generation management
talent and female employees. In FY2023, as a new initiative, we
sent young researchers for training in Korea. After the training,
the researchers all mentioned the difference in sense of speed.
While working environments differ, we plan to send researchers
to Korea on a rotation basis for relatively long-term training in
the future, not only to feel the difference in speed but also to
have a positive influence on their own work methods and to
develop a global perspective. Also, for our Company, where
50% of sales come from overseas and we have many overseas
bases, developing global talent is essential. In particular, it's
important to develop talent familiar with non-English languages
and cultures, such as Chinese and Korean. Overseas business
experience is very beneficial for career development, and |
hope employees will take on these challenges more and more.

Next-generation Management Talent

The drivers of value creation are those who can learn, think, and
act on their own. Providing an environment where people can
continue to learn leads to the development of new products
and improved productivity. Regarding the development of

talent to lead the next generation of management, we have
non-members of the Board of Directors and Management
Committee attend as observers to watch and learn from the
discussions. Executive Officers attend the Board of Directors
meetings, and manager-level personnel attend the
Management Committee meetings, participating in case
explanations and Q&A sessions as appropriate, making these
venues that combine practical experience and education.

Recently, an Outside Director advised me,“You shouldn't say
everything. For the sake of developing talent, it's better to let
others answer." | once again recognized the importance of
meetings as educational venues, also to provide opportunities
for Outside Directors to understand the personalities and
thinking of next-generation management talent.

[ Human Resource Strategy — P. 47 Corporate Governance — P. 53 }

Further Strengthening Group Governance

In overseas subsidiaries, especially in Korea, quick decision-
making is often required, which | think is partly due to the
national character. Also, in Korea, there seems to be a strong
tendency to prioritize investment in research and development
over dividends, with the idea of returning value to stakeholders,
including shareholders, through corporate growth. In the
Hodogaya Chemical Group, for our Korean subsidiaries, in
addition to governance based on capital structure, we dispatch
and station personnel from Director to Section Manager levels,
having them handle practical operations. These individuals are
highly trusted by the subsidiary’s management, and through
close communication, they confirm the way business is
conducted and its direction, acting as a bridge to the Company’s
management.

While the importance of governance is increasing globally
and external scrutiny of companies is becoming stricter, we aim
to ensure the effectiveness of necessary governance while not
stifling the uniqueness of our subsidiaries under the name of
governance, aiming to enhance the corporate value of the
entire Group. | believe this has become our hidden advantage.

To Be Needed by Society for the Next 100
Years

I am now advocating the slogan “Changing Together The
meaning of this slogan is not just a superficial partial change,
but to achieve a"transformation”that changes significantly from
within to the target figure and ideal figure set forth in SPEED
25/30, with the aim of continuing to grow as a company for the

next 100 years. On the other hand, there are things we must
cherish without changing, such as the DNA of the Group
represented by the spirit of Hompo Koshi” (the first one to do
so in the country) cultivated as a 100-year-old company, the
technologies that have been passed down continuously, and
the joy as a manufacturer of developing, producing, and selling
high quality products.

The current Mid-term Management Plan SPEED 25/30, which
started in April 2021, began preparation two years prior,
drawing a growth strategy using a backcasting method from
the assumed business environment in 2050, and in the process,
we carefully considered what to ‘change” and what "not to
change!” We will soon enter the preparation stage for Phase 2
of the Mid-term Management Plan, but amidst rapidly changing
world conditions, we must reconsider how we envision the
business environment in 2050. With the management
philosophy of “contribute to the creation of an environmentally
conscious society”as our axis, we will spend the next two years
or so reviewing our “ideal figure”in FY2030, and discuss our
vision, corporate image we aim for, and the composition of our
business portfolio not only among management but
throughout the entire Group.

We must not overly focus on immediate challenges and the
current situation, but rather consider how to approach our ideal
figure for FY2030.

While discerning carefully what needs to be changed and
what should remain unchanged to realize our desired future
vision speedily, all members of the Hodogaya Chemical Group
will work on our business with great dedication, as a united
team.

Lastly, we sincerely appreciate the continued support from
all our stakeholders.

Hodogaya Chemical Co,, Ltd. Integrated Report 2024
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At a Glance

“Five Core Segments” of the Hodogaya Chemical Group

% Functional Colorants Segment

Ability to embody the needs of customers in the global arena by making full use of the
DNA of the Group including our organic composite technology

OLED Materials and Advanced Device Materials Businesses Colorants Business

© Emitting materials, transport materials,
capping layer materials

® Bio materials (oligonucleotide synthesis)

@ Dyes for color filters

© Imaging materials for copier toner

© Materials for perovskite solar cell

© Materials for semiconductors (resist materials)

netssles 2], 2 billion JPY

Operating Profit 3 .1 billion JPY

(Operating margin 15.1%)

® Aluminum coloring dyes
® Stationery dyes
® Dyes for hair color treatment

® Natural dyes
(for food and industrial use)

_\

Ability to deliver specialty products to global markets by making full use
of our phosgenation technology, etc.

Functional Polymers & Specialty Chemicals Business Construction Materials Business

@ Urethane materials (PTG, BIO-PTG, PTG- © Waterproof materials for civil
SOFTENA, etc.) engineering and construction
(urethane based)

@ Phosgene derivatives (intermediates
for pharmaceuticals, functional
polymers, and electronic materials)

© Adhesives
© Release agents Net sales

© Waterproofing and leak-plugging work

i 8.3 billionJPY

il 13 ) ) i
operating Profit =), 0D pillion JPY

(Operating margin —%)

Global network (as of March 31, 2024)

© Head Office

© Osaka Branch Office
© Koriyama Plant

©® Yokohama Plant

© HODOGAYA CHEMICAL (U.S.A.), INC.

® SFCCO,, LTD.

© HODOGAYA CHEMICAL KOREA CO.,, LTD.

© HODOGAYA (SHANGHAI) TRADING CO., LTD.

Overseas

6 b ® Nanyo Plant/Nanyo Branch 5 . ©® HODOGAYA CHEMICAL EUROPE GmbH
ases Plant countries o LEXCEL cO, LTD.
and regions
® Tsukuba Research Laboratory ©® Taipei Office

SUSTAINABLE 28 34\4/’
DEVELOPMENT -

G S, A S e T [ P B [ S
e = ot -
%, S - == [
s’ L Kl ligl0|@le | &

17 e
RRTHEGOAS

netsales 7 & illion JPY

operating rofit (), 2 pillion JPY

(Operating margin 2.6%)

Creativity to explore new applications based on the
hydrogen peroxide production technology

accumulated over many years

P.34
>
DS
Hydrogen peroxide Sodium percarbonate —'\'\f
v
1 1 .2% Peracetic acid (disinfectant agents, food additives) Industrial chemicals

e
0 pj:ltlpg Pr
3.

y (]
billion JPY

netsates 4, O pjllion JpY

operating Profit (), 3 pillion JPY

(Operating margin 7.6%)

Ability to develop attractive products based on our
formulation techniques

Agrochemicals and Agricultural Materials Businesses m » P35

@ Herbicides @ Pesticides

@ Fungicides @ Agricultural materials (oxygen supply materials)

Netsaes ] .7 billion JPY

operatingrofit (), 2 billion JPY

(Operating margin 14.7%)
Ability to transport security and safety based on its expertise on handling
hazardous substances and chemicals

Logistics Business

® Warehousing (hazardous substances and chemicals / general goods)
Yokohama Branch, Koriyama Branch, Nanyo Branch

® Consigned freight forwarding ~ ® ISO tank container storage services

* Sales ratio of the Other segment was 0.4%.

Hodogaya Chemical Co,, Ltd. Integrated Report 2024
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Products of Hodogaya Chemical Group Around You

Materials produced using technologies of the Hodogaya Chemical Group are used in many products in your day-to-day lives. Let’s look
at some of the products around you that you may not have noticed. B Functional Colorants Segment B Specialty Polymers Segment [ Basic Chemicals Segment B Agro-Science Segment M Logistics Segment

Watches
Our urethane materials are used in
wristbands.
- Sportswear
Our urethane materials are used in spandex.
\

LCDTV

Our dyes are used in
color filters for display.

Copiers and laser printers

Our imaging materials are used in an
additive of toners.

Copy paper
Hydrogen peroxide is used to bleach paper
pulp.

“ Inner/outer wear

Ice cream

Our natural food dyes
are used for coloring.

Audio players

Our dyes are used in the aluminum bodies.

Processed foods
Our urethane materials are used in spandex.

Our natural food dyes are used in f,'*
various food products.
- Adhesive tape Plastic bottles
g (\\ Our release agents are used on the back of Our disinfectant agents are used for
Smartphones, tablets (- tape for easy release. Meat, vegetables, fruit il cleaning bottles.

Our OLED materials are used in OLED displays.

Our dyes are used in the aluminum bodies. Our peracetic acid products are used for

disinfecting.

Railway Agricultural Land and Facilities Mega solar power plants
Our herbicides are used to remove Our oxygen supply materials for agriculture are used to Our herbicides are used to remove
weeds from rail tracks. improve soil fertility and prevent moisture damage. weeds from mega solar sites.

il |
‘ ‘!\\.‘

\

Golf courses, athletic fields, parks

da

9,

=

-
Our herbicides are used for lawn weed —~— § - é .
removal. —~ >s = é == ([
: /NI‘ = =& SZ SZ |
P = ‘< — SZ | /I
=y N Ny |:::: v EE EE — = ==:~£EEEE:==
I} ~ —— J =S ’
==T \. 1 Sy == ==g J ¢"~= =
s S S
= :: 9 gg : ’ g
N [ | — =
3
e’

ALY

i

~—ap-

L
LLLANNNNNY

Dishwashing detergents

Our cleaning agents are used in

powder detergents for dishwasher. N
Cd

[ RN - ; Aquafarms
. § R Our veterinary medicines are used for fish
parasite removal.

1
1111111}

Pharmaceuticals

Our specialty chemicals are used for

Our bleaching agents are used in

Al laundry detergents. production of pharmaceutical products.
o Hair coloring products Endoscopes Automobile tires Buildings
Our dyes are used in hair coloring Our disinfectant agents are used for Our adhesives are used Our waterproofing materials are used for
products. cleaning. in tires. rooftops and balconies.
- Hair dryers sen Materials for PCR diagnostic kits Automotive parts Warehouses
~ Our urethane materials are used in Materials that bond to synthetic DNA are Our urethane materials Our Logistics Segment has been providing
\ hairdryer brushes. used in the virus detection process. are used for various storage and transportation services for

parts of automobiles. hazardous substances and chemicals.
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The Hodogaya Chemical Group’s History of Innovation

Hodogaya Chemical was founded in 1916 as the first company in Japan to manufacture caustic soda using
an electrolysis method.
Since its foundation 109 years ago, Hodogaya Chemical has responded to the needs of the times by
applying technologies developed over the long years, and through continuous innovation, created a wide
range of products from dyes and agricultural chemicals to pharmaceutical intermediates, polyurethane
materials and OLED materials, which support people’s lifestyles and society.

All members of the Hodogaya Chemical Group are committed to launching SPEED 25/30 as a corporate
group that contributes to the development of society through the creation of products and services that
benefit people for the next 100 years.

® 1967

New York Office opened.
(incorporated in 1986)

® 1939

Tsurumi Plant (current
Yokohama Plant) was
established.

Name changed to Hodogaya
Chemical Co,, Ltd.

®1916

Toyo Soda Co., Ltd.
(present-day Koriyama
Plant) opened.

® 1971

Nanyo Plant opened.

1915

Hodogaya Soda Works
founded in present-day

©1978

Hodogaya Vandex Construction
Products Co., Ltd. established.
(changed its name to Hodogaya
Construction Products Co., Ltd. in
2017).

® 1991

Tsukuba Research Laboratory
was established.

® 1993

Hodogaya Contract Laboratory Co., Ltd.

founded.

® 1994

HODOGAYA AGROTECH Co., Ltd. founded.

(Changed its name to HODOGAYA
AGROTECH Co.,, Ltd. in 2011.)

© 1997

Hodogaya Logistics Co., Ltd. founded.

Shanghai Office opened.
(Incorporated in 2014)

® 2006

Some of the shares of Nippon
Polyurethane Industry Co., Ltd. sold.
(all shares sold off in 2012.)

$2008

Office in Korea opened (incorporated in

HODOGAYA UPL Co., Ltd. established.

©2010

Disseldorf Office opened.
(incorporated in 2018)
Taipei Office opened.
Shares of SFC Co. Ltd. (Korea)
acquired.

Operating profit ~ Net sales

®2015 er ts
(Billion JPY) (Billion JPY)

Company transitioned to one with 12.0 120.0
Audit & Supervisory Committee.

2016
Celebrated its 100th anniversary

$2022

Transition to the Prime Market of the
Tokyo Stock Exchange. 8.0 80.0
Head office moved (Shiodome)

$2023

REXCEL CO., LTD. (Korea) added
to scope of consolidation

Completed construction of
SFC BioPark (South Korea)

Net sales

— Operating profit

Hodogaya Ward, 40 400
Yokohama City,
Kanagawa.
* Non-consolidated figures through 1976, but consolidated figures since 1977.
*The figures for 19461950 are unknown because of postwar disposal.
(Maarch 31 eachyea) 1920 1930 1940 1950 1960 1970 1980 1990 )‘\J/—-’Sj 2000 2010 2023 ’ ’
\aardl each year) ~
To20

L1920\ 1930\ 190\ 1950 .\ _1%0 .\ 1970 .\ 1980\ 1990 .\ 2000 .\ 2010 .\ 2020 N

1915 1926 1950

Production of
agrochemicals started.

Production of caustic soda
using an electrolysis

Production of phosgene
started.

method launched (first for
Japan 1927

Dye production launched.

Products developed

Broke free of chemical industry’s Became an integrated chemicals

>

9 reliance on imports manufacturer as society industrialized post-war recovery

é Founder Otosuke Isomura and modernized

.-

o

=N 1914 1923 1939 1950s

2 World War | The Great Kanto Earthquake World War II Postwar
rebuilding

1963

Production of urethane
materials (PTG) launched.

1966
Hydrogen peroxide
production started.

1967

Production of urethane
waterproof materials started
(first in Japan).

Developed various products that supported

1960s 1973
Rapid economic  Oil crises
growth

1978 1984

Production of Charge transport
charge control materials (CTM)
agents (CCA) for production launched.

toners launched.

Expanded business fields to electronic materials with
an eye toward the advent of an electronics era

1985 1991

Economic bubble burst

Plaza Accord

2001

Production of OLED
materials and hole
transport materials (HTM)
launched.

2004 2017

OLED materials and electron Production of OXYATTACK

transport materials (ETM) (disinfectant agent for food

developed. products), a peracetic acid
formulation, started.

Urethane waterproof material
Sugomaku production launched.

2020
Mass production of materials for
PCR diagnostic kits launched.

Created an environmentally conscious society through new materials
and products with a light environmental burden

2008

The collapse of
Lehman Brothers

2011 2020
Great East Japan Novel coronavirus disease
Earthquake (COVID-19)

Original products (1916-) ‘ Raw materials and intermediates

Major product groups

Aromatic or organic compounds

Organic and optical device
materials

Natural materials

Various dyes

Organic compounds

Urethane materials

Salt electrolysis }——‘ Chlorine ‘

Pharmaceutical/ agrochemical raw

Technological roots and change

Aromatic or organic compounds

Hydrogen

Hydrogen

materials Industrial chemical raw
materials
Phosgene
Urethane waterproof materials

Various herbicides

Materials for copiers [

Aluminum coloring dyes [

OLED materials
[ |

Bio Business

Color filter dyes

Stationery dyes I

Raw materials of spandex

Raw materials for release agents

Construction materials

Herbicides

Technical grade active ingredients

(in-house and in-licensed)

[k

Dyes for hair color treatment

Pharmaceutical intermediates

Agricultural materials

Hodogaya Chemical Co,, Ltd. Integrated Report 2024
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Hodogaya Chemical Group Value Creation Process

The Hodogaya Chemical Group, based on changes in the internal and external environment as well as the

demands of our stakeholders, has established a corporate image that we aspire to be: A corporation that

contributes to establish a sustainable society by means of our original portfolio and environmentally friendly

manufacturing, with a focus on specialty products. We will continue to solve social issues and contribute to the

realization of a sustainable society through the value created by our business activities under the catchphrase

Your Dream is Our Business.

@

Global
environment

PURPOSE - Management Philosophy -

Through constant innovation of chemical technology, we will provide

high-quality products and services throughout the world and contribute to

the creation of an environmentally conscious society.

Inputs (FY2023)

Financial capital

Financial foundation and investments that
underpin value creation
« Net assets 57,443 million JPY
« Net assets per share 6,014.71 JPY
« Equity 47,734 million JPY
« Interest-bearing debt 9,386 million JPY

00
22) .
Human capital

Personnel who can learn, think,
and act on their own

« Number of employees 922
« Percentage of overseas personnel 32%
» Labor costs 2,606 million JPY
« Investment in education per employee

Strengths
accumulated over
many years

A solid foundation
of three core
technologies

High-
purification
technology

Business Model

Always provide
high-quality
products and

service

R&D
function

Cutting-edge research
targeting the
technologies of the next

Outputs (FY2023)

Sales by segment

"l

44,261

million JPY

Functional Colorants

VISION

- Target Corporate Image -

A corporation that contributes to
establish a sustainable society by
means of our original portfolio and
environmentally friendly manufacturing,
with a focus on specialty products.

~

comes

Economic Value

Capital policy to enhance
corporate value

« DOE 1.6%
*10-yearTSR  +102.2% (annual+7.3%)

Human Value

Create a pleasant environment, active
contributions from diverse personnel
« Improve employee engagement
« Percentage of overseas sales 50%
« Percentage of female managers 11.3%
« Certified as a Health & Productivity

Management Outstanding
QOrganization for four consecutive years

« Percentage of personnel taking

_ mpacts

External Environment

000

People

(society and
organization)

Q
[na]
——
Q00
[nnn na]

Governance

(development of new materials)
« R&D expenses 5,011 million JPY
« Ratio of R&D expenses to net sales 11.3%
« Know-how regarding protecting intellectual property

Manufactured capital

Global production base network

« Global production base network
(3 domestic, 1 overseas)

« Capital expenditures 5,780 million JPY
« Ratio of capital expenditures to net sales 13.1%
« Use of environment-friendly materials

Social and
relationship capital

Long-term customer base and relationships
of trust through co-creation with various
stakeholders

« Purchasing policy for both Hodogaya
Chemical and partners

« Sales subsidiaries (6 domestic, 6 overseas)

« Development and production of secure, safe
products

«Trust and the HCC brand built up over a 109-
year history

Natural capital

Efficient use of resources

« Energy use (crude oil equivalent) 21,920kl
« Water use 9,853 kt

Ever-evolving three
competitive
advantages

Value creation

Research and
development

Manufacturing
technology

Strengths—>P.16

H Responsible Care
B Human Resources
m Respect for Human Rights

Sales
function

Value is generated
through solutions
for customers’
problems

Foundation to Support Value Creation

P41 u Corporate Governance
P47 = Compliance and Risk Management
—P49

Leverage unique
technology and
network to respond
to diverse needs

-P51

—P.58-59

Basic Chemicals

7,846 million JPY
17.7%

Agro-Science

4,940 million JPY
11.2%

Logistics
1,704 million JPY
3.9%

Business Overview—>P.32

(non-consolidated) 54 thousand JPY generation | 21,238 million JPY childcare leave Male 109%
« Average training hours per employeg6 . Development Production 48.0% . . ; y ie_ma‘e !\cli/A
ZECUE capability in . + Percentage of personnel taking pai
’ m&%‘zgﬁ;mﬁgwes receed 620 flfnctior{al fu izdl Esrl‘ciiige of personnel who acqu??e(?
materials High-guality Compliance Proficiency qualification
manufacturing with the . (Japan) 100% (management)
Society Intellectual capital greatest attention to the Specialty Polymers
; - Evaluation environment and safety 8341 million JPY Intellectual Value
Technology and collaborative foundation technology for b
that underpins global competitiveness functional 18.8% Generate new innovation and raise
« Participate in industry-academia collaborations materials corporate value

« Increase percentage of sales
accounted for by new products

Manufacturing Value

Increase competitive advantage for
business expansion

« Construction of a new biotechnology
building (BioPark) at SFC CO,, LTD. in
South Korea

« Expansion of environmentally friendly
products

Social Value

Consideration for the local environment
through our business activities

« Comply with global-level purchasing policy

« Zero statutory and regulatory
violations, zero lost-time injuries

« Social contribution activities 17 million JPY

Environmental Value

Consideration of global
environmental issues

« Energy intensit
04952 ki/million JPY of net sales

* CO2 emissions (Scope 1 + Scope 2)
35,649t
(0.805t-CO2/million JPY of net sales)

« Water discharge volume 9,873 kt
« Industrial waste volumes 2,523t

Materiality~>P.19

Hodogaya Chemical Co,, Ltd.

Mobility

« Providing safe logistics
functions

Life sciences

« Maintaining people’s
health and safety and
contributing to the
provision of safe and
secure medical services

Integrated Report 2024



@ Power to Achieve Our Vision and Future that the Hodogaya Chemical Group Envisions

Explanation of Value Creation Process

Business Model

The Hodogaya Chemical Group has built a three-pronged business model in which the R&D, production, and sales functions all
collaborate to quickly ascertain the diversifying needs of society and respond quickly to the differing needs of its various customers.
Utilizing the Company intranet, the R&D, production, and sales functions share information efficiently and quickly regardless of location,
leading to product development. In addition to working to improve efficiency by holding monthly production and sales meetings, we

A Solid Foundation of Three core Technologies

share customer requests and needs obtained by sales departments with business divisions and production bases. We also have in place

a system that allows us to quickly select the systems necessary for product improvement and new R&D themes.

( R&D Function >

@"%\ @ ) (=)

Relevant by

.

capital \ / \ / \ /
Human Intellectual Social and Financial
capital capital relationship capital

capital

Features / What We Are Appreciated For

® Technical personnel who develop new materials
that contribute to comfortable and abundant
lifestyles

® Ability to select cutting-edge research themes

® Intellectual property activities to ensure
protection of elemental technologies

® Good relationships with universities and research
institutes

Sales Function

Relevant

Issues to be Addressed for Deepening Activities

® Securement and development of highly skilled technical
personnel by expanding and upgrading training systems
and improving engagement

® Acceleration of product development by strengthening
cooperation between domestic and overseas R&D bases

® Strengthening of new material development capabilities
by promoting industry-academia joint research

® Aggressive investment in R&D expenses

Production Function

Relevant
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capital capital

Human Financial Intellectual Social and Human Manufactured Social and Financial Natural
capital capital capital  relationship capital capital relationship capital capital
capital capital

Features / What We Are Appreciated For
® Global customer base and trust built up over 109 years since
the Company was established

® Passion and planning ability to accurately identify and fulfill
social and customer needs

® Improvement of brand recognition by building a product

lineup full of originality with a focus on specialty products
Issues to be Addressed for Deepening Activities b

@ Strengthening of communications with customers to
improve customer satisfaction

® Review of business division structure to strengthen sales
capabilities (specialization in sales by further strengthening
sales support organization)

@ Sales channel diversification and overseas sales increase by
strengthening of internal and external collaboration

Features / What We Are Appreciated For

® Reductions of GHG emissions, water discharge volume, and
industrial waste volumes

® Optimization of multiple manufacturing base locations

@ Strengthening of BCP measures

Issues to be Addressed for Deepening Activities

® Reduction of GHG emissions, industrial waste volumes

® Manufacturing base optimization

@ Strengthening of BCP measures

® DX-based efficient production

® Improvement in speed of new product launches by improving
process development capabilities

® Securement and development of highly skilled technical
personnel by expanding and upgrading training and improving
engagement

1. High-purification
technology

Leveraging advanced refining
technologies that achieve a higher
level of purification

2. Development capability in
functional materials

Developing materials with new
functionality that leads to
comfortable and abundant lifestyles

3. Evaluation technology for
functional materials

Knowledge, experience, and skill.
Evaluation technology that
supports materials of the future

Highly purified raw materials that can be
used in new fields and are always in demand
for constantly evolving applications. The
Hodogaya Chemical Group's advanced
refining technology solves the most
stringent demands and meets customer
expectations.

The goal is to fulfill dreams — abundant
lifestyles that are safe, secure, and
comfortable. The Hodogaya Chemical
Group will open up all kinds of fresh
possibilities for its technology while
offering new materials that feature a wide
array of functions.

The responses to the Hodogaya Chemical
Group's products, which are finished with
a high degree of sophistication, are
reflected in the trust our customers place
in us. We transform the results from
evaluations into new designs and cutting-
edge materials ahead of others.

Ever-evolving Three Competitive Advantages

1. Value creation

2. Research and development

3. Manufacturing technology

Creating new value that leads to
solutions for all of our customers’
issues

Cutting-edge research targeting
the technologies of the next
generation

High-quality manufacturing with
the greatest attention given to the
environment and safety

The Hodogaya Chemical Group accurately
identifies the needs of society and its
customers, and then responds with
passion and innovation, creating products
with high added-value underpinned by its
technological expertise and know-how.

Leveraging state-of-the-art research
facilities and advanced research capabilities
honed over its long history, the Hodogaya
Chemical Group carries out cutting-edge
research projects that lead to the creation
of entirely new value.

Having built a reputation for dependably
supplying high-quality products while
ensuring excellent cost competitiveness,
the Hodogaya Chemical Group has put in
place a manufacturing system that is
based on high standards for safety and the
environment.

Outcomes / Impacts

As a chemical manufacturer, the Hodogaya Chemical Group aims to be acompany that can contribute to the creation of an environmentally

conscious society by leveraging its high levels of specialty and originality. To be growing for the next 100 years, we believe that we must

realize, in a variety of ways, the Hodogaya Chemical Group's catchphrase: Your Dream Is Our Business. By rapidly responding to global

social issues and meeting the expectations of all stakeholders, we aim to increase corporate value and achieve sustainable growth.

Hodogaya Chemical Co,, Ltd. Integrated Report 2024
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