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CSR Report 2010: Full Report

(PDF on website)

Contains the full content of the

printed report as well as other

important subjects and detailed

data

CSR Report 2010: Digest

The report presents the

activities of the Showa Denko

Group, with a special focus on

items of interest to

stakeholders, based on

requests from and opinions

expressed by stakeholders.

Editorial policies

This Report has been edited as an annual report on non-financial information, presenting efforts by the Showa

Denko Group to contribute to the environment and society. This Report is divided into the following four sections:

Special Features; CSR Management; Social Commitment Report; and Environmental and Safety Efforts. For

detailed financial information, please refer to the Financial Statements and the Annual Report

(http://www.sdk.co.jp/html/ir/library/index.html).

As for disclosure items, we analyzed our stakeholders' opinions and requests and covered priority topics, focusing

on action policies and performance in 2009 and giving specific examples. The Special Feature introduces company

efforts to reduce greenhouse gas emissions and develop environmental and energy technologies for a sustainable

society. The interactions between the Showa Denko Group and local communities through recycling activities are

also introduced.

To make it easier to read and understand, the printed report is a digest chiefly covering subjects in which

stakeholders have shown a high level of interest (based on comments received). This website version contains the

full content of the printed digest report as well as other important subjects and data, for a more detailed and

comprehensive report on the Showa Denko Group's activities.

■ The Showa Denko CSR Report 2010, organized by media type
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Report Scope

Period covered by this Report

This Report covers information for the period January 1 to December 31, 2009, with some information also

provided for 2010.

The term ”the year” as used in this Report refers to the 2009 calendar year. The term ”fiscal year” as used in this

Report refers to the period from April 1, 2009, through March 31, 2010.

Organization covered

”Showa Denko” as used in the text of this Report refers to Showa Denko K.K.; “Showa Denko Group” is used to

refer to Showa Denko and its consolidated subsidiaries in Japan. The financial performance data provided herein

are consolidated figures for the Showa Denko Group; environmental performance data are for Showa Denko K.K.

Where environmental performance data include figures for Group member companies, the scope of applicability is

noted for each category of data. Social performance data provided herein represent information and figures for

Showa Denko K.K. Information on consolidated subsidiaries in Japan and abroad has been added to the sections of

Community Relations and Employee Relations.

Publication date

August 2010 (The next edition is scheduled for publication in August 2011.)

Guidelines referenced

Sustainability Reporting Guidelines 2006 (G3 Guidelines) from the Global Reporting Initiative (GRI)

Environmental Reporting Guidelines 2007 from the Ministry of the Environment of Japan

Prepared by

CSR Office, Showa Denko K.K.

13-9, Shiba Daimon 1-chome, Minato-ku, Tokyo 105-8518, Japan
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CSR in the Showa Denko Group

CSR is a product of the human

capabilities of all Group personnel

Safety and security initiatives

Consideration for the environment

Future topic:

The advancement of globalization

Showa Denko's roots go back to 1908, when its founder Nobuteru

Mori began an iodine business on Japan's Boso Peninsula. The

company fully utilized Japan's abundant hydroelectric power

resources to create electrochemical products that contribute to the

development and modernization of society. Past achievements of the

company include the production of ammonium sulfate fertilizers to

secure a stable food supply and starting production in Japan of

aluminum and ferrochrome, for which the nation had previously

been dependent on imports. The spirit of perseverance that has

enabled the company to confront past difficulties and create new

businesses responding to the needs of the times is ingrained as part

of the genetic makeup of the Showa Denko Group.

When I assumed the position of President and CEO in 2005, I worked

to establish a corporate structure in which CSR serves as a

cornerstone of management, declaring that the Group would aim to

be an enterprise trusted and valued by society.
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The Passion Project medium-term consolidated business plan, which

started in 2006, identified contribution to the sound growth of society

as the goal to be achieved by the Group. Under this plan, we have

made advances in management to create a healthy balance between

economic, social, and environmental aims. CSR in the Showa Denko

Group refers to continuing efforts to supply products and services

that contribute to a sustainable growth of society, and to grow the

Group while continuing to maintain the Passion for Change inherited

from our predecessors. The foundation of these actions is faithfully

putting into practice our Code of Conduct established in 1998.

This is the final year of the “Passion Extension,” which is based on

the accomplishments under the Passion Project, and we aim to

complete our CSR goals by year-end.

Also in the medium-term consolidated business plan for 2011 and

after, which is now being prepared, we will aim to make

contributions by advancing our position as a unique chemical

company with individual products in the areas of energy, the

environment/resources, and electronics, chosen as domains useful

for achieving a sustainable growth of society.

No matter how the Group's Vision, Code of Conduct, and the

systems/rules aim high, if the employees operating the organization

do not take them to heart, those ideals and systems will be nothing

more than empty slogans. It is very important that everyone in the

Showa Denko Group contributes to a sustainable growth of society

through their own thoughts and actions.

For this reason, everyone in the Group should understand the proper

courses of action required for each position and act on his/her own

initiative with these goals in mind. It is also important for the

employees to communicate with the public concerning our Group,

products, and businesses. I am certain that such actions and

behavior will lead to strong Group CSR performance.

Striving to combine the thoughts, skills and power of all employees

to meet the expectations of stakeholders, I will lead the way in

contributing to the sound growth of society.

6



While the chemical industry creates materials that provide a wide

range of convenience and comfort, it also needs to control risks to

the environment, health, and safety.

Responsible Care refers to voluntary activities in which a business

handling chemical substances strives to protect and improve the

environment, safety, and health throughout the entire product life

cycle - from the development of a chemical substance through its

manufacture, distribution, use, final consumption, and waste

disposal. Showa Denko has carried out such activities since 1995.

They make up the core of CSR activities within the Group, and we

are making continuous efforts to improve these activities and to

better communicate with stakeholders.

For the past two years, we have been promoting “active safety”

activities intended to eliminate equipment-related accidents and

occupational injuries. The entire Group is working together as one to

eliminate accidents through efforts to analyze accidents and other

problems both inside and outside the Group and prevent their

recurrence.

The Showa Denko Group's business is the supply of a variety of

materials, components, and parts made from raw materials that

include petroleum and mineral resources. As such, our business has

a major impact on the environment. Recognizing the size of this

impact, our mission is to lessen the burden our businesses place on

the environment while simultaneously improving the quality of our

products and services.

In the area of greenhouse gas emissions, last year we were able to

achieve our reduction targets through measures that included

installation of an additional GHG decomposition unit and the shift in

fuel, although production cuts also had an impact. We expect that

we will meet our greenhouse gas emissions reduction targets for the

Kyoto Protocol commitment period through 2012 without resorting

to emissions trading, thanks to the achievement of improved

efficiency in naphtha cracking furnaces and other efforts.

Furthermore, in line with long-term targets, we are continuing to

make a variety of approaches, including improvement in energy

efficiency, development of new processes, and introduction of

alternative raw materials.

Our environmental initiatives are covered in the Special Feature of

this Report. We will continue to promote coexistence with the

environment and contribute to a sustainable growth of society,

respecting the feedback from all stakeholders.
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Today is said to be the age of human rights.

The ISO 26000 guidance standard on social responsibility, due to

take effect at the end of this year, has been developed through

debate among a variety of stakeholders. The human rights issue was

the major factor behind this development.

The Showa Denko Group is operating around the world, with

employees from various regions and with a diverse range of customs

and cultures, and linked to a diverse range of stakeholders. We will

need to ensure that all such individuals and cultures are duly

respected as we move forward and grow together.

Over the past few years, the percentage of the Showa Denko Group

employees overseas has steadily risen, and is now more than 45

percent. Utilizing the individual strengths of these colleagues and

allowing them to fully demonstrate their abilities will lead to the

growth of the Group and contribute to the sound growth of society as

well.

I hope that this report, which covers the essence of these efforts,

will be read by as many of our stakeholders as possible. We

welcome your frank opinions on its content.

(July 2010)
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Utilizing the full power of the Group

to reduce greenhouse gas emissions

The Showa Denko Group develops next-generation

technologies to help build a sustainable society.

Low-Carbon Society

= The battery age will be coming soon

The Showa Denko Group is focusing on the

development of lithium-ion batteries and fuel cells.

21,673 attend eco plant tours

The plastic chemical recycling facility at the Showa

Denko Kawasaki Plant. More than 20,000 visitors

have toured this facility, one of the very few of its

kind anywhere in the world.

Supporting people with links to the

community by collecting aluminum cans

In addition to manufacturing aluminum cans, the

Showa Denko Group continues to collect aluminum

cans for reuse as raw materials.
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Utilizing the full power of the Group to reduce

greenhouse gas emissions

Low-Carbon Society = The battery age will be

coming soon

Recognizing that its businesses have a major impact on the earth's environment, the Showa Denko Group

contributes to the realization of a sustainable society through the development of next-generation technologies as

well as the promotion of various measures, including highly efficient operation, energy conservation, and shift to

alternative raw materials and fuels.

Reducing greenhouse gas emissions

The year 2009 was the second year of the Kyoto Protocol commitment period. Progress in environmental

measures, such as the GHG decomposition unit installed at the Kawasaki Plant and shift to fuels with lower GHG

emissions, combined with the effects of production cuts, resulted in a decrease of 11% vs. the base year on

average over the commitment period (the first two of five years).

Results showed that unit energy consumption fell to 92% of the base-year level, as in 2008, due to the effects of

reduced production.

This year, we renovated our ethylene plant at the Oita Complex, introducing naphtha cracking furnaces with higher

efficiency and improving the heat recovery/distillation systems. This renovation has enabled us to reduce CO2

emissions by 59,000 tons a year, helping us achieve the reduction targets for the 2008-2012 period without the use

of emissions trading.

We are considering additional measures for energy conservation and efficiency improvement to achieve long-term

goals, in preparation for the new medium-term business plan for 2011 and after.
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Greenhouse gas emissions*1 performance and goals; unit energy consumption*2

*1 Greenhouse gas emissions
This refers to the volume of emitted greenhouse gases under Japan's Act on Promotion of Global
Warming Countermeasures. Through fiscal 2008, this law applied only to large-scale enterprises; it has
since been amended to cover all enterprises. Thus, the figure for fiscal 2009 in this report covers even
small-scale facilities without manufacturing functions, such as head office and branch offices. These
figures do not include emissions from the transportation sector. See pages 79-80 for greenhouse gas 

emission from the  transportation sector.

*2 Unit energy consumption
This refers to unit energy consumption for Showa Denko K.K., based on the voluntary targets of the
Japan Chemical Industry Association.
This figure represents the total consumption of energy necessary to produce one unit of a product. A
lower figure means production is being carried out more efficiently and with a lower environmental
impact.
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Kawasaki Plant

Plant participates in joint project at the Chidori and Yako

complexes

The Kawasaki Plant is currently participating in a joint project to

recycle the steam used in power generation at Tokyo Electric

Power's Kawasaki Thermal Power Plant, supplying this steam to

plants operated by ten companies in the nearby Chidori and Yako

districts.

Plans call for this project to supply approximately 300,000 tons of

steam per year. Supply of steam began in February 2010.

This project is expected to save fuels equivalent to 11,000

kiloliters of crude oil and reduce carbon dioxide emissions by

25,000 tons per year as the ten companies.

Steam supply line

Showa Denko Electronics K.K.

Reductions in power consumption relating to

air-conditioning in clean rooms

Showa Denko Electronics is producing HD media for use in PCs

and other devices, and developing LEDs that are expected to

serve as the next-generation lighting technology. The power

consumption due to air-conditioning in the clean rooms for the

manufacture of these products accounts for roughly one-half of all

the energy used by the plant.

Last year, the company made efforts to reduce power

consumption relating to air-conditioning in clean rooms, by

adjusting the volume of outside air intake in accordance with

Japan's characteristic seasonal changes, sharing air-conditioning

equipment with other parts of the plant, and using refrigerator

waste heat. As a result, the company saved electricity and steam

equivalent to 2,200 kiloliters of crude oil - corresponding to about

10% of the energy use by the plant as a whole - and reduced

carbon dioxide emissions by 3,000 tons.

Showa Denko Electronics K.K. Clean room

Showa Denko Group's Efforts
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TOPICS1

Increasing the light output efficiency of organic

electroluminescence (EL) devices

Organic EL devices are light-emitting devices based on organic

compounds. Applications include low-energy light sources in

mobile-phone displays. Organic EL devices have high theoretical

energy efficiency; in contrast to LEDs, which are point light sources,

the entire surface of an organic EL device emits light. For these

reasons, organic EL devices are expected to become next-generation

energy-saving light sources. By improving light output efficiency, the

Showa Denko Group has achieved a 30 lm/W emissive efficiency for

its coated phosphorescent-polymer-based organic EL devices. This

represents the world's highest level of emission efficiency for coated

organic EL devices. Through the development and provision of

high-efficiency organic EL devices, we intend to help develop

next-generation energy-saving lighting equipment and build a

sustainable society.

High-efficiency organic EL device

TOPICS2

Mass production begins for silicon carbide (SiC) epitaxial

wafers with very smooth surface

Expectations are high for popularization of hybrid and electric

vehicles, with their significant potential to fight global warming. SiC

power semiconductors have gathered attention as power control

devices for use in such eco vehicles. Not only are SiC power

semiconductors smaller and lighter than the mainstream silicon (Si)

power semiconductors used today, they cut energy loss in the power

control process to roughly one-tenth that of Si power semiconductors.

The Showa Denko Group has begun mass production of SiC epitaxial

wafers with the world's highest level of surface smoothness. By

rapidly developing and introducing next-generation SiC power

semiconductors for eco vehicles and other products, the Group will

contribute significantly to the emergence of a “low-carbon” society.

SiC epitaxial wafer with very smooth surface

Resource-and energy-conservation technologies; topics for 2009

Environmental and energy-related social issues are expected to increase, including climate change and the

declining availability of mineral resources such as crude oil. Demonstrating the full range of its capabilities as a

chemical company with special strengths in inorganic materials and metals, the Showa Denko Group is committed

to building a sustainable society by creating and providing innovative technologies in areas related to the

environment and energy. Introduced below are some topics that emerged in 2009 in relation to technological

developments in environment and energy.
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TOPICS3

Commencement of incinerator-based thermoelectric power

generation experiments

Estimates suggest 70% of the energy used in Japan is released into

the environment as waste thermal energy. Thermoelectric power

generation is a new technology that puts this massive amount of

unused energy to effective use by converting thermal energy into

electricity. While the development of thermoelectric power generation

is already under way for lower-temperature environments such as hot

springs and diesel engines, the Showa Denko Group has begun

experiments to verify these technologies at medium temperature

range of 300-600°C, where higher output from waste heat at waste

incinerators is expected. Our commitment to progress in aspects of

thermoelectric power-generation modules like increased output and

durability will contribute to effective use of thermal energy while

helping to resolve global issues such as carbon dioxide emissions and

resource depletion.

High-output thermoelectric power-generation
module

 
1/2

Low-Carbon Society

= The battery age will be coming soon
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Utilizing the full power of the Group to reduce

greenhouse gas emissions

Low-Carbon Society = The battery age will be

coming soon

Breakdown of Japan's carbon dioxide emissions
by sector

Source: 2006 Environmental White Paper

Next-generation batteries are expected to help us conserve energy and address environmental issues through their

applications in electric vehicles and devices for storing energy from natural sources, including solar and wind

power. In September 2009, Showa Denko established a new Advanced Battery Materials Department to integrate

the Group's total capabilities in the development of lithium-ion batteries and fuel cells and to open up new

possibilities in this area.

Progress in battery technologies will transform the future

People have called for a response to environmental issues for

some time now, and recent years have seen a boom in

activities to reduce carbon dioxide emissions, said to be a

cause of global warming.

A look at carbon dioxide emissions, using Japan as an

example, shows that the transportation sector accounts for a

large percentage of all such emissions (Fig. 1). With emerging

markets gaining economic strength, the number of motor

vehicles will grow, resulting in increases in carbon dioxide

emissions. The European Union, often seen as taking the lead

in environmental issues, has enacted the legal requirement of

a reduction in carbon dioxide emissions per kilometer traveled to 120 g by 2015. Since the increasingly popular

hybrid electric vehicles (HEVs) emit roughly 100 g/km of carbon dioxide, this figure would represent a considerable

advance. Still, the EU has begun discussions on raising the hurdle even higher, to 95 g/km by 2020.
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Japan's power sources and electrical
consumption patterns

Prepared based on the Agency for Natural Resources and
Energy's “FY2008 Annual Energy Report (Outline)”

Fig. 2 depicts changes in the volume of electricity used daily

and the shares accounted for by different power sources in

Japan. It shows that increased demand during the daytime is

covered primarily by thermoelectric power. Since

thermoelectric power generates more carbon dioxide

emissions than other power sources, reducing the share of

thermoelectric power and increasing the share of nuclear

power may be the most effective way to reduce the

environmental impact of power generation. We must also

boost our use of natural energy sources, including solar and

wind power. However, it is difficult to control nuclear power

generation precisely to adjust the amount of power generated

in daytime and at night. It is also difficult to generate power

constantly based on natural energy sources. Finding a way to

increase the role played by these power sources will require a

method and a place to store electricity for use during peak

hours.

Secondary lithium-ion batteries and fuel cells are promising technologies for addressing these concerns, and work

on these technologies is proceeding worldwide. The Advanced Battery Materials Department has been established

to accelerate the development and sale of materials for use in these lithium-ion batteries and fuel cells, drawing on

the broad range of technologies accumulated by the Showa Denko Group to date to create next-generation

batteries.

Fuel cells

A fuel cell is a clean energy system that generates electricity directly from the chemical reaction between hydrogen

and oxygen in the air. Compared to existing power generation methods, fuel-cell equipment will make it possible

to harness waste heat and offers high energy efficiency and reduced carbon dioxide emissions. They are also quiet.

Fuel cells are eventually expected to be widely deployed for a wide range of applications, including motor vehicles,

stationary power plants, and PDAs.

16



Principle of a secondary
lithium-ion battery

Individualized Products of the Showa Denko Group

Lithium-ion batteries

Lithium-ion batteries are secondary batteries using lithium oxide in the cathode and graphite in the anode. When

the battery is charged, lithium ions move from the cathode into the layers of graphite of the anode, and when the

battery is discharged, lithium ions move back to the cathode. Since the movement of lithium ions is the only

change that follows charging and discharging, the electrodes and liquid electrolyte are not subject to chemical

reactions. The most important characteristic of lithium-ion batteries is that they can store a larger amount of

energy than any other secondary batteries. As such, they are expected to be used in electric vehicles and other

applications for large-scale electricity-storage systems.
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Tadashi Iino
Okawa Development Center
Advanced Battery Materials Department

Yusuke Yamada
Okawa Development Center
Advanced Battery Materials Department

Four strategic approaches

Separators

Bringing fuel cells closer to home using carbon separators

Fuel cells, which generate electricity through the reaction

between hydrogen and oxygen, represent a clean energy source

whose emissions consist almost entirely of water vapor and are

expected to power the motor vehicles of the future. We are

currently pursuing research to manufacture separators - crucial

fuel cell components - from carbon, a lightweight material that is

also resistant to corrosion. The current development efforts for

motor-vehicle applications focus on surface treatment of metal

separators, an approach that involves corrosion and cost issues

for long-term use. On the other hand, carbon at this point lacks

sufficient strength when used in thin structures. We are striving

daily to overcome this problem to help accelerate the use of fuel

cells.

VGCFTM conductive additive

Extending battery life through high-performance conductive additives

VGCFTM, developed jointly by Prof. Morinobu Endo of Shinshu

University and Showa Denko, is a type of carbon nanotube with

high dispersibility due to its large fiber diameter. It has

demonstrated the effects of lengthening the cycle life of

lithium-ion batteries when added to battery cathodes and anodes.

As batteries increase in size for use in motor vehicles and other

applications, it becomes increasingly important to achieve longer

lifespan to lengthen battery replacement intervals. For this

reason, interest in VGCFTM is certain to increase in the future. We

believe thoughtful response to the individual needs of battery

makers and improved quality will help expand the applications for

lithium-ion batteries.
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Shunsuke Yoshioka
Technology Development Department
Advanced Battery Materials Department

Hitoshi Yokouchi
Isehara Development Center
Advanced Battery Materials Division

SCMGTM anode material

Developing high-quality anode materials using graphite-based technologies

Lithium-ion batteries, already widely used in mobile devices such

as laptop computers and mobile phones, are expected to enter

even broader use in applications such as electric vehicles and as

storage devices for power generated from wind and solar power.

Demand for ever better performance continues to grow. In

response, Showa Denko has developed SCMGTM (a synthetic

graphite anode material) to improve battery capacity and

lengthen cycle life (i.e., the number of times a battery can be

charged and discharged). SCMGTM is based on Showa Denko's

graphite technologies. We are currently striving to improve

quality and reduce costs to meet large-scale demand for this

material, including use in motor vehicles.

Carbon-coated Al collector foil

A low-resistance cathode realized through the Group's collective strengths

Full-fledged sales of electric vehicles, picked as a favorite in the

race to make eco-vehicles a reality, have now begun. The battery

plays a critical role in an electric vehicle, and we have succeeded

in commercializing cathode materials for lithium-ion batteries to

minimize resistance, increase capacity, and reduce size by coating

an ordinary aluminum-foil cathode with carbon. While the theory

behind this technology was known before, practical use involved

resolving numerous difficulties. We have commercialized this

product by integrating a wide range of knowledge and

technologies possessed by the Showa Denko Group, including

knowledge of aluminum and carbon materials and roll-to-roll

technologies for high-speed carbon-coating.

Utilizing the full power of the Group to reduce

greenhouse gas emissions
2/2
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21,673 attend eco plant tours Supporting people with links to the community by

collecting aluminum cans

Visitors on site tours can view the recycling process
through windows.

Total numbers of visitors touring the plastics chemical
recycling plant (cumulative)

In addition to contributing to the realization of a sustainable society through recycling businesses linked with its

main operations, the Showa Denko Group aims to achieve dialogue with society and coexistence with the

community through activities such as the recycling of used plastics and aluminum cans. The chemical recycling

plant for used plastics at the Kawasaki Plant offers tours where members of the general public can see separated

plastic wastes being recycled, thus contributing to raising environmental awareness.

Making ammonia from used plastic

In 1931, the Kawasaki Plant became Japan's first facility to produce ammonia and ammonium sulfate by a

domestically developed process. With its long history and numerous achievements, it continues to serve as the

major manufacturing site for Showa Denko's Chemicals Sector. Even today, it remains a core manufacturing

facility for the industrial ammonia used as raw material for synthetic fibers and as nitrogen oxide reducing agent.

In 2003, at a time when collection and reuse of plastics had spread throughout society, the Kawasaki Plant became

the site of a new advanced plastic chemicals recycling facility that produced ammonia from used plastic.

Recycling of plastics includes thermal recycling, whereby heat energy is collected; materials recycling, whereby

recycled materials are reused as materials; and chemical recycling, whereby recycled materials are broken down

into their original chemical substances. This facility within the premises of the Kawasaki Plant produces ammonia

as a means of chemical recycling. As one of the very few facilities in the world employing the method of a

pressurized two-stage gasification furnace, the plant conserves energy and reuses all carbon dioxide, and other

emissions generated by the production process.

Ever since the start-up of this facility, the Kawasaki Plant has welcomed visitors from outside so that they can see

how used plastics collected from sorted household recyclables are reused.
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The flow of plastic chemicals recycling

Collecting used plastics from

ordinary households and

businesses

Turning the plastic into refused

plastic fuel (RPF) after crushing it

and removing metal such as the

iron

Reforming the material into

synthetic gas in the low- and

high-temperature pressurized

two-stage gasifi cation furnaces

Producing ammonia through the

reaction of the synthetic gas with

a catalyst under high temperature

and pressure

Shipping the resulting product

nationwide as ECOANNTM

eco-ammonia

Used to make clear resins, acrylic

fibers, adhesives, nitrogen

fertilizer, and nylon fibers
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In question-and-answer sessions, visitors have
the opportunity to ask various questions. One
example: “Can you recycle even dirty plastics?”

Plant tours also serve as venues for communication

with people from outside the company

Today, the plant accepts groups of 11 or more members for tours of

the plastics recycling facility. Individuals are welcomed once a month,

on the third Thursday of the month. For a brief time after the tours

began in 2003, most visitors were from companies buying the

ammonia produced at the plant. However, as awareness of

environmental issues spread, starting about four years ago, the

general public has accounted for a steadily growing proportion of

visitors. The plant tours are currently thriving, booked to full capacity

each day. Visitors include members of the general public, citizens'

groups, children on school field trips, and families, as well as members

of local governments and businesses and overseas visitors.

The recycling process is separated into two facilities: one plant that

crushes, selects, and molds the used plastics brought on site, and a gasification facility that recycles this material

into hydrogen and carbon monoxide. Tour groups are first given a description of the entire process at the crushing

and molding facility and a tour of that facility. After a question-and-answer session, they move to their next

destination - the gasification plant at the Kawasaki plant by bus. In this way, visitors get to see how used plastics in

familiar forms (like food trays) are crushed, formed into RPF, and then processed at the gasification plant - which is

as big as a 20-story building - to be finally converted into ammonia.

Seeing the actual plant in operation gives a deeper understanding of the meaning of waste sorting and plastic

recycling than can be communicated through repeated accounts in print or in speech. The tours also help visitors

learn about the inside of a chemical plant, a place few have the opportunity to see, and to feel close to the plant.

The tours also benefit the plant; accepting regular tour groups made up of members of the general public creates

an atmosphere with a stronger awareness that the plant is a part of the local community.

Since beginning operations seven years ago, we've obtained a true sense of how the tours of the plastics recycling

facility not only help more people understand our environmental efforts, but also serve as opportunities to broaden

communication with a wide range of people, ranging from children to adults, including students, homemakers,

businesspeople, and overseas visitors.
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Yasuko Matsunaga

Member of a citizens' group in

Yokohama

Seeing the results of waste sorting increased my

motivation to sort waste

Based on the recommendations of someone who had taken part in a site

tour in the past, I applied for the tour with the members of a citizens'

group in which I take part. I try to sort plastic waste every day, but I

was delighted to see the results of these efforts at the plant. Seeing with

my own eyes the actual process of recycling plastics increased my

motivation to sort waste. I would recommend this plant tour to others as

well.

I try to describe things from the perspective of the

general public

My job is to accept applications for the site tour and to guide visitors on

the tour. I haven't been doing this job for long and I still have things to

learn, but I hope this helps me describe things from a perspective closer

to that of the general public. Many visitors do some research before

their tours and ask lots of questions. I think this is a good experience for

me, too. I think another good point of these tours is the way they let

people feel close to the plant by seeing its interior and speaking with us,

the staff members.

Yuka Takazawa

Tour guide, Plastic Chemicals Recycling

Promotion Office
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Supporting people with links to the community

by collecting aluminum cans
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21,673 attend eco plant tours Supporting people with links to the community by

collecting aluminum cans

A thank you message from an elementary school
for a site tour

Society has developed various systems for recycling aluminum cans, including collection by municipalities. As part

of these efforts, the Showa Denko Group, which also produces aluminum cans, continues its own activities to

collect and recycle aluminum cans, with the cooperation of a broad range of parties, including employees,

suppliers, and community members.

Our aluminum-can recycling activities have continued since 1972

The Showa Denko Group traces its aluminum-can collection and

recycling activities back to their start in 1972, when it asked

employees to recycle cans. In 1982, the Oyama Plant (in Tochigi

Prefecture) and the Sakai Plant (in Osaka Prefecture) opened recycling

centers at which they purchased aluminum cans directly from

members of nearby communities. In 1990, this program expanded to

include the Head Office and all aluminum-related plants. The Showa

Aluminum Can Recycling Center K.K. was established in 1995. Since

then, we've continued to expand our aluminum can recycling

operations.

Today, Showa Aluminum Can Recycling Center has branch offices in

Oyama, Hikone (Shiga Prefecture), and Yachiyo (Chiba Prefecture).

The center handles the collection, selection, and pressing of used aluminum cans. Furthermore, it commissions

outside firms to melt them and produce recycled aluminum metal. An important characteristic of the business is its

continued focus on collection activities rooted in the local community. In particular, it encourages welfare facilities

and schools located near its offices to handle the primary collection of cans, then collects the cans from these

partners. This generates revenue for the schools and other facilities, which helps people with disabilities achieve

economic independence and helps provide operating funds for schools and student associations.
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Total donations made through aluminum-can
recycling activities (cumulative)

Broadening cooperation with the community through recycling

Based on the idea of getting more welfare facilities and schools

to take part in recycling programs, we've continued to rely on

such facilities for a significant portion of the cans we gather.

However, it is supermarkets and other businesses that account

for the larger proportion of the volume of cans collected. This

helps broaden the scope of cooperation in recycling to include

more members of the community. We work with local

supermarkets by installing recycling boxes in front of their

stores and encouraging their customers to recycle.

Activities to collect aluminum cans from Showa Denko Group

employees, ongoing for many years now, have spread

throughout the Group. In fiscal 2009, approximately 6,890,000

cans were collected, with an employee participation rate of

93.7%. As part of the revenue generated by these activities, 1,540,000 yen was donated to welfare organizations

in each community.

Indisputably, aluminum can recycling helps protect the environment, by putting resources to effective use and

reducing energy use. The Showa Denko Group strives to broaden the scope of grassroots aluminum-can recycling

to benefit the community.

The flow of aluminum-can recycling

Collecting cans from

supermarkets, schools, welfare

facilities, and other facilities

Removing foreign matter such as

steel cans, then compressing the

aluminum cans

Melting the cans at high

temperature after removing

materials such as iron, glass,

stone, and sand

Producing recycled metal by

casting the melted aluminum

Forming the recycled metal into

rolls of aluminum for delivery to

aluminum can plants

Creating new aluminum cans from

used ones
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Aluminum-can recycling is supported by the kindness of

individuals and the community.

Many people with disabilities work every day to collect aluminum cans in

their communities. Our job is to collect these cans from them. I visit

many facilities at which people with disabilities collect cans. Each time I

do, the same thing happens: facility users say “Thank you” with heartfelt

smiles. Behind this “thank you” is the kindness of community residents

who want to put their aluminum cans to use for the operation of these

facilities. Aluminum-can recycling links together the kind hearts of

individuals.

I am glad to see that our recycling business can help contribute to

society as much or even more than to the environment.

In the future as well, I will keep doing my work with the awareness that

I am making a contribution to society in my own small way.

Hidekazu Enomoto

General Manager,

Operation Department,

Showa Aluminum Can

Recycling Center
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Collecting aluminum cans in partnerships with
schools (Kitakata Plant)

Cleanup and aluminum can collection activities at
the Matsubara swimming area at Lake Biwa

Collecting aluminum cans at Ainosato Kawahigashi
Kureyon

Examples of efforts at our plants and Group companies

CASE1 Recycling activities conducted jointly with schools, local governments, and others

Many worksites run active aluminum can collection programs in

partnership with nearby schools and local communities. Some of the

partner schools incorporate aluminum can recycling into lessons on the

environment. At the Kitakata Plant, pupils in two elementary schools

bring aluminum cans collected from home. The money earned from

these cans is used to buy school supplies and to meet other needs. In

2009, the two schools together collected about 25,000 cans. Recycling

partnerships are also under way with local children's clubs, sports

clubs, and other organizations. Similar activities are under way at the

Omachi Plant, the Higashinagahara Plant, and the Tokuyama Plant. In

2009, in partnership with 12 elementary and junior high schools, the

Omachi Plant collected 530,000 aluminum cans.

CASE2 Community cleanup activities and aluminum can collection

The Hikone Plant, Showa Denko Packaging's Hikone Plant, Showa

Aluminum Can's Hikone Plant, and Sanyo Showa Panel System Corp.'s

Hikone Plant, all located in the city of Hikone in Shiga Prefecture,

participate in various local cleanup events, including Environmental

Beautification Day, Zero Waste Day, Lake Biwa Day group cleanup,

and the Omi Eco-Foster Project. These activities are joint efforts

involving government, community members, and business, whose

purpose is to beautify the local environment and collect and recycle

aluminum cans left on roads and lake shores. The Omi Eco-Foster

Project enrolls volunteers from government, the community, and

business for work to beautify roads and other public spaces in Shiga

Prefecture. Group facilities at the Hikone district have participated in

this project since 2002; through 2009, more than 200 Group employees have volunteered, helping solidify ties to

local communities.

CASE3 Activities to aid those with disabilities

Since August 2009, Union Showa Yokkaichi Plant has worked with the

I-Project in aluminum can collections. The I-Project promotes the

independence of children with disabilities. Union Showa supports

activities that help those with disabilities achieve independence by

returning earnings from the aluminum recycling to the I-Project.

Similarly, the Higashinagahara Plant in Fukushima Prefecture supports

Kureyon, a facility where individuals with disabilities can find work, and

Fure-Aizu Smile, an organization active in caring for those with

disabilities. It supports these organizations by contributing proceeds

from the recycling of aluminum cans gathered by these individuals

from local homes to defray project costs and to provide an income

source for those with disabilities. Kureyon began collecting aluminum

cans 10 years ago. In 2009, it collected over 30,000 cans.
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Crushing aluminum cans

What it means to work

Launched in 2005 as a workshop involving the families of children with

disabilities and other concerned individuals, the I-Project later became a

nonprofit organization and source of support for such individuals. Last

October, it assumed the structure of a social welfare corporation

dedicated to the continuing struggle to help provide individuals with

permanent support. The goal of the organization is to provide the

support needed by those with disabilities to gain their independence

while remaining in the regions where they were born. This support

provides opportunities for individuals to mature into adulthood with as

much work experience as possible, regardless of disability. We believe

this opportunity to take part in the process of aluminum recycling gives

those with severe disabilities an ever-growing understanding of work.

Aluminum cans are collected with the cooperation of neighborhood

residents and nearby stores, eldercare facilities, and other facilities.

Participants set the aluminum cans in the compactor, then step on the

foot pedal and apply their full weight to crush the cans one by one. This

is an important task for those assisted by the I-Project. Countless

crushed cans are shipped from the Union Showa Yokkaichi Plant. While

this tends to be a slow process, with a specific goal set before them, the

participants gradually became more proficient and productive. Our goal

is to handle a large volume of cans and to increase income for

participants.

Hiroyuki Imamura

Chief Director of the I-Project

21,673 attend eco plant tours 2/2  
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An introduction to Showa Denko Group’s CSR promotion

system and 2009 CSR performance.

Reports on internal control systems or other efforts to

ensure the soundness, effectiveness, and transparency

of management and to ensure continuous improvement

in corporate value.

An introduction to our efforts in the areas of risk

management and compliance.

An introduction to management policies on

environmental issues, health, and safety, including

Responsible Care action guidelines and promotion

system, the PDCA cycle, and audit system.

An introduction to current performance and targets in

the areas of environmental protection, security and

disaster prevention, occupational health and safety,

chemical safety, and quality assurance, based on the

medium-term Responsible Care action plans.

The Showa Denko Group seeks to earn the full trust and confidence of society by providing safe and useful products

and services, thus fulfilling its corporate social responsibility (CSR).
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Considering CSR to be a cornerstone of management, the Showa Denko Group examines all its measures from the

perspective of CSR.

For this reason, Showa Denko has established its CSR Committee at a level higher than the Management

Committee to oversee management strategies and measures. Chaired by the President & CEO, the CSR

Committee consists of members of the Management Committee. Under this structure, its members examine CSR

policies, plans, and performance.

The cornerstone of CSR in the Showa Denko Group is the sincere and straightforward practice of the Code of

Conduct. The Group aims to clarify its efforts and results based on the Code of Conduct and obtain the public's

understanding through communication with stakeholders. The Group also aims to respond to the stakeholders'

comments so as to encourage its future growth.

Committees on risk management, corporate ethics, security export control, Responsible Care, safety measures,

and IR have been established beneath the CSR Committee, forming a structure that examines business execution

from a cross-functional perspective.

This Report covers the plan-do-check-act (PDCA) cycle that forms the framework of these efforts, while details are

covered in both the full report and the website version.
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Corporate governance structure
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2010 CSR performance and issues

Fully achieved／  Achieved 80% or more／  Achieved less than 80%

 2009 plans 2009 achievements Evaluation 2010 plans

Compliance

Building a firm
foundation for
the PDCA cycle
in Responsible
Care (RC)
activities and
other domains

Compliance structure
checked through RC audits
State of compliance checked
via interviews with sites and
affiliates in Japan, based on
checklists

Building a firm
foundation for
the PDCA cycle
in RC activities
and other
domains

Achieving a
systematic
understanding of
applicable laws
and regulations
Continued
training
regarding
specific laws and
regulations
Systematizing
ethics training
and adopting
relevant tools

Lists prepared of relevant
laws and regulations
Ongoing training on
individual legal affairs and
export controls
Conducted ethics training
targeted at individual
employee level

Establishing
ethics education
at trainings for
various levels of
employees
Continued
training with
regard to
individual laws
and regulations

Risk management

Thoroughly
applying the
principles of risk
management
PDCA cycle

Interviews involving periodic
risk assessment (third
review) and RC audits
Incorporated into the action
plans of each site and
affiliate

Enhancing risk
management
Identifying
previously
unidentified risks
Promoting
risk-reduction
plans

Promoting the
BCP and
responses to
new influenza
strains

BCP preparation
- BCP focused on responses
to new influenza strains
Promoting responses to new
influenza strains
- H1N1: Prepared an action
plan and took appropriate,
efficient responses in the
field
- H5N1: Reviewed the action
plan

BCP preparation
at all business
sites
- Earthquake,
explosion, fire
risks
Promoting
responses to
new influenza
strains
- H5N1:
Reviewing the
action plan

Internal control
over financial
reporting

Promoting
internal control
over financial
reporting

Established a basic system
of internal control over
financial reporting
Established a system of

Efficiently and
effectively
promoting the
system of
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internal control over
financial reporting and
assessed the status of its
operation

internal control
over financial
reporting

Corporate
governance

Maintaining the
corporate
governance
system

Strengthened the Board of
Directors' functions of
monitoring and supervising
business execution
Established a China Office to
strengthen governance at
Group companies in China

Strengthening
the corporate
governance
system

Dialogue with
stakeholders

Customers and consumers

Maintaining lines
of
communication
with customers
through business
transactions
Reducing
complaints

Activities continued to
improve quality assurance
The number of complaints is
once more trending
downward

Maintaining lines
of
communication
with customers
through business
transactions
Reducing
complaints

Shareholders

Continuing IR
activities
(promoting
overseas IR)

Promoted in accordance with
IR plans

Continuing IR
activities
(promoting
overseas IR)

Employees

Promoting
cooperation with
the labor union
concerning CSR
activities

Dialogue with the labor
union continued
CO2 diet activities continued

Promoting
cooperation with
the labor union
concerning CSR
activities

Promoting
awareness of
guidelines for
Code of Conduct

Provided e-Learning to
managers
Reconfirmed the guidelines
for Code of Conduct during
Corporate Ethics Month

Promoting
awareness of the
guidelines for
Code of Conduct

Conducting
employee
awareness
surveys and
analyzing results

Conducted an employee
attitude survey (February
2009; response rate:
69.8%) and analyzed results

Studying and
implementing
responses based
on results of
analysis

Partners
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Initiating
self-assessment
on CSR
procurement

Held briefings for partners
on CSR procurement
Sent self-assessment forms
to approximately 600
partner companies and
received responses

Providing
feedback to
partners that
conducted
self-assessment
in 2009
Beginning CSR
visits to partners
of particular
importance

Society

Promoting
dialogue

Participated in RC
community dialogues in the
Kawasaki, Toyama, and Oita
districts (FY 2009)
Dialogue with communities
continued, using plant tours
and other means

Promoting
dialogue

Increasing
corporate value

Promoting the
“Passion
Extension”
business plan

Achieved Showa Denko
Group greenhouse gas
emissions reduction targets
Implemented structural
reform, including business
acquisition and optimization
of production systems
Established an Advanced
Battery Materials
Department

Completing the
Passion
Extension
business plan

Responsible Care
(RC)

Promoting the
medium-term
RC plan

Promoted in accordance with
the plan
Reported on pages 48-52. 

Promoting the
medium-term
RC plan

Interactions with
society

Expanding and
enhancing “site
CSR reports”

The number of “site CSR
report” publishing sites
increased by 10 vs. 2008.

Utilizing “site
CSR reports” in
communicating
with local
residents

Employees
Promoting
diversity
programs

Promoted diversity
programs
Education, awareness-
raising
Campaign initiated to
encourage male employees
to take childcare leave (17
employees took such leave
as a result)
Proactive hiring and
placement of women
employees

Promoting
diversity
programs
Continuing
educational and
awareness-
raising activities
Firmly
establishing and
putting to use
measures
related to
support for
childcare
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Hiring of non-Japanese
employees (seven persons)

Expanding
opportunities for
women
employees
Support for
career
development of
women
employees
Continuing hiring
of non-Japanese
employees

Promoting
human-rights
education in the
Showa Denko
Group

Human-rights education
implemented Group-wide
Cooperative structure
developed with three
affiliate companies

Considering
further
expansion of
human-rights
education
throughout the
Showa Denko
Group
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Corporate governance

Showa Denko works to ensure the soundness, effectiveness, and transparency of its management and to

continually improve its corporate value. To this end, the Group is improving its corporate governance based on the

following strategies:

Strengthening compliance

Strengthening management supervision and oversight functions

Clarifying management responsibilities

Rapid, effective decision-making and task implementation

Strengthening the information disclosure system

Group management

The Showa Denko Group has formulated its Vision, Code of Conduct, medium-term business plans, management

policies, and annual action plans while respecting the independence of affiliate companies.

Group affiliates undertake business activities in cooperation with sections in charge of their businesses and report

on the execution of their business activities in accordance with Group management rules.

Risk management is carried out on a Group basis in accordance with Group's risk-management rules. The Group

works to ensure thorough compliance throughout the entire Group by establishing guidelines for corporate conduct

based on business type and conditions of affiliates.

Showa Denko auditors and internal-audit sections audit and examine the performance of affiliates as necessary. In

addition, auditors work to ensure coordination with corporate auditors of key affiliates in various ways, including

periodic meetings.

Corporate Vision

When its medium-term consolidated business plan was formulated in January 2002, Showa Denko defined its

Vision. In August 2005, we partially revised its wording to emphasize corporate-wide CSR activities and to

establish better relationships based on trust with our stakeholders all over the world.

36



Code of Conduct and Guidelines

In 1998, Showa Denko established its Code of Conduct, which sets company behavioral standards and fundamental

goals for its executives and employees. This Code of Conduct represents the Group's principles for promoting CSR,

based on the Group's Vision, and we strive to put this Code into practice. In 1999, the company established

Guidelines that provide specific examples related to compliance with the Code. These guidelines were revised in

2005 and 2008. Group member companies are also establishing their own Guidelines for Code of Conduct to reflect

their own specific circumstances.

Showa Denko's management organization

Board of Directors

At Showa Denko, the Board of Directors is responsible for important decision-making and supervisory functions,

while corporate officers are responsible for business execution functions. The Board of Directors consists of 8

directors, including one outside director. Chaired by the President and CEO, the Board both determines the

company's fundamental policies and considers and makes decisions on matters stipulated in the Companies Act and

the Articles of Incorporation, in addition to decisions related to key issues regarding the execution of business

operations. The Board of Directors also oversees each Director's executive actions.

Board of Auditors

Showa Denko employs an auditor system. The Board of Auditors consists of five auditors, including three outside

auditors. Auditors attend meetings of the Board of Directors and other important meetings within the company,

offer opinions when needed, and audit the execution of business operations, offering suggestions and advice to

ensure that the Company operates in a sound manner. Auditors also seek to strengthen consolidated Group

management by enhancing the overall auditing of Group member companies.

Corporate Officers

To ensure swift decision-making in the execution of business operations and to invigorate such operations, Showa

Denko has adopted a corporate officers system.

CSR Committee

Showa Denko has established a CSR Committee at the highest management level to oversee all management

strategies from a CSR perspective. Chaired by the President & CEO, the CSR Committee's membership consists of

members of the Management Committee.

Management Committee and R&D Committee

Meeting weekly in principle, the Management Committee consults and makes decisions on issues to be submitted

to the Board of Directors and on important general issues related to company management. The R&D Committee

deliberates and makes decisions on important issues related to research and development.
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Business-sector structure

To clarify its system of responsibility for implementing business operations, Showa Denko has adopted a structure

based on business sectors. To ensure thorough performance evaluations that focus on results, we have also

implemented a system for evaluating the performance of business sectors.

Committees

Showa Denko has established a number of committees to handle specific issues central to the execution of business

operations. These include the Risk Management Committee, the Corporate Ethics Committee, the Responsible

Care Committee, the Security Export Control Committee, and the IR Committee. Each committee conducts

investigation, research, and deliberations related to its areas of responsibility.

Internal Audit Office

As an organization under the direct authority of the President, the Audit Office performs internal audits. The Audit

Office investigates the status of execution of company business operations, including those of Group member

companies, and verifies their accuracy, appropriateness, efficiency, compatibility with Group management policies

and plans, and soundness.

These measures also include assessment of internal control over financial reporting as well as the planning,

drafting, and implementation of various steps to maintain and improve the quality of such reporting.

Legal Advisor

Showa Denko works to ensure compliance with laws, obtaining advice on legal matters from its Legal Advisor as

needed.

Accounting audits

Showa Denko works to ensure the soundness of its accounting practices, undergoing periodic accounting audits by

certified public accountants.
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Risk management

Showa Denko regards risk management as one of the most important aspects of company management. As such,

the company seeks to improve, maintain, and promote its risk management system.

The Company has established a Risk Management Committee to promote risk management groupwide. This

Committee prioritizes risks that threaten company policies, plans, and the Group as a whole based on assessments

of their potential impact and likelihood. It also provides support for promoting measures to circumvent such risks

and to respond to them should they occur. Major topics affecting the entire Group are presented for discussion at

the CSR Committee, where decisions are based on deliberations from a wide range of perspectives.

In addition, specific risks involving matters such as environmental protection, security and disaster prevention,

chemical substances, quality, intellectual property, fair trade, export controls, and contractual agreements are

managed through a system of prior examination and decision-making, in accordance with internal regulations.

Actions taken in the event of emergencies, including accidents and disasters, are implemented as stipulated in the

emergency situation action guidelines and other internal regulations.

The risk-management PDCA cycle

The Group has taken “risk inventories” since 2007, assessing the importance of risks, proposing and promoting risk

countermeasures, and implementing annual reviews to strengthen risk management.

The results of these efforts are summarized and presented at meetings of the Risk Management Committee. The

information is organized into specific topics to be addressed companywide. When necessary, cross-functional

efforts based on these topics are implemented companywide.

Examples of companywide efforts include preparation of the Business Continuity Plan (BCP) for the event of

large-scale earthquakes and countermeasures against a new strain of influenza (H5N1) in 2007 and 2008, and

responses to actual outbreak of new influenza (H1N1) in Japan and overseas in 2009.

In the review undertaken in 2010, we provided the information on various cases to other workplaces within the

Group to help identify risks from a broad-ranging perspective, including viewpoints not previously recognized.

The risk-management PDCA cycle
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Business Continuity Plan (BCP)

Since 2007, each business section has prepared its own BCP. After establishing a promotion structure and

formulating basic policies, each section performs a business impact analysis (BIA) and takes other steps to identify

key, high-priority measures.

This is followed by process analysis, including identifying bottlenecks for priority measures and considerations of

strategies and countermeasures. These activities are documented and implemented fully through training and

drills. This initiative continued through 2009 and remains under way in 2010, as the list of products subject to

review continues to be expanded.

Countermeasures against new influenza strains (H5N1 and H1N1)

Based on the basic plan for responding to new influenza strains (H5N1), established in 2008 as a fundamental policy

for such measures, all Group member companies have prepared their own action plans and drafted specific

countermeasures corresponding to various alert levels. Specific measures focus on steps to prevent employee

exposure to new flu strains and the spread of such viruses and on the BCP. These measures are discussed in detail

in action manuals and implemented firmly through training and drills. With the actual outbreak in 2009 of the new

H1N1 influenza strain, we implemented these measures after ascertaining accurate information on various related

issues both in Japan and around the world, based on plans developed for the H5N1 influenza. Countermeasures

against new influenza strains (H5N1) continue to be refined in 2010 based on experiences with our response to the

H1N1 virus.

Information Security

With the rapid growth of the internet, the quality and quantity of the information a company can handle and the

speed at which it can do so have grown dramatically. At the same time, the risk of information-related crimes and

accidents has never been higher, including the theft of personal information, leaks of internal company

information, and unauthorized alteration of company websites. Showa Denko has established Basic Guidelines for

Information Security, Information Security Regulations, as well as Personal Information Protection Guidelines,

seeking to develop a system to prevent information security incidents and to minimize any resulting damage to its

business while ensuring business continuity. We are also proceeding with activities intended to raise employee

awareness through e-learning-based training. This will ensure a thorough understanding of these basic guidelines

and regulations throughout the organization.

As part of efforts to maintain the effectiveness of our information security systems, we take steps to prevent

unauthorized access from outside the organization, to prevent information leaks, and to strengthen information-

security governance at each overseas Group member company. Especially in 2009, we strengthened measures to

prevent infections by and the proliferation of computer viruses. As part of its BCP, Showa Denko in 2009 sought to

secure stakeholders' confidence by enhancing the reliability of its information networks, establishing a system for

allowing employees to work from home in the event of disasters, and enhancing its measures to protect

information assets from various threats.
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Corporate-ethics-related brochure

Compliance

The Showa Denko Group places adherence to societal norms and business ethics at the top of its management

agenda and emphasizes compliance in all management activities. In January 2003, we established the Corporate

Ethics Committee to ensure legally compliant management. Since 2005, we have strengthened compliance

organizations and systems in each business sector and at each site. Other efforts include preparing lists of and

ensuring thorough compliance with applicable laws and regulations. In 2009, we improved head-office support

functions for each area of laws and regulations to enhance the support functions for the Group.

In 1987, in the area of security-related trade controls, we established the Security Export Control Committee,

which works to enhance compliance with these controls.

Corporate Ethics Hot Line

Our Corporate Ethics Hotline serves employees of all Showa Denko Group companies. The purpose of this Hotline

is to prevent or quickly correct violations of corporate ethics or of laws, regulations, or company rules. Under this

system, employees can report any concerns directly to the Corporate Ethics Committee, through the company

intranet or e-mail, telephone, or post. Anonymous reports are accepted, but measures are in place to ensure no

disadvantages occur when employees provide names. Other measures also ensure employees filing reports receive

feedback on the results and that this feedback is adequate. Since January 2005, in addition to their availability

within the company, these services have been made available at outside law offices.

Corporate Ethics Month

Since January 2004, we have designated each January as Corporate

Ethics Month.

During Corporate Ethics Month, all Showa Denko Group executives and

employees are encouraged to carefully review the Code of Conduct

and its Guidelines and to reexamine his or her actions in that light.

Each year, all executives and managers are required to sign and

submit a declaration of compliance with the Code of Conduct and the

corresponding Guidelines.

Case-study-based learning continues as part of Corporate Ethics

Month, drawing on the company intranet and other means. An

e-learning program for managers, introduced in 2009, continues to

provide required training for personnel promoted to management positions.
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Security Export Controls

Last year, the Foreign Exchange and Foreign Trade Act was amended for the first time in 22 years in response to

changing conditions, including advancing globalization, progress in information technologies, and growing numbers

of improprieties. In particular, in the area of technology exports, all international transactions are now subject to

regulations, including the provision of technologies from residents in Japan to residents staying overseas.

Regulations have been tightened for transactions related to the buying and selling of goods involving their

movements between foreign states, and the brokering of technology between foreign states. Corresponding

penalties have also been increased.

The Showa Denko Group will therefore review its own systems and internal rules to ensure even more rigorous

compliance with security export controls.

The Showa Denko Group strives to prevent illegal exports through careful, multistage inspections of all products

and technologies targeted for export, focusing especially on the following major aspects of export control: 1)

identifying whether the items are subject to export restrictions; 2) confirming the applications of the items to be

exported; and 3) reviewing customers and consulting with the relevant authorities in case of doubt.

Personnel in charge of export operations participate in in-house training programs, e-learning activities, outside

training sessions, and practical skills certification exams to raise awareness of security export controls.

Due to rigorous export control measures and efforts by the personnel concerned, there was no violation of the

Foreign Exchange and Foreign Trade Act in 2009 with regard to our security export controls.

42



Global Responsible Care Verification Certificate

Responsible Care Action Guidelines

Showa Denko enacted the Responsible Care Action Guidelines in 1995

as its corporate policy related to the environment, safety, and health

and declared that it would implement Responsible Care. Since then, all

business sectors of the Company have been engaged continuously in the

relevant activities under these Guidelines. These activities also are

being expanded throughout the entire Group.

In 2005 we signed the Responsible Care Global Charter, which contains

international guidelines to Responsible Care activities, declaring our

support for and intention to implement Responsible Care.
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Responsible Care Action improvement Guidelines

Throughout the entire life cycle of chemical substances, we shall make our best efforts to review and

improve business activities from the viewpoints of ensuring safety and health and protecting the

environment.

1.

In manufacturing activities, we shall make our best efforts to reduce the burden on the global

environment not only through conventional approaches to environmental protection but also through

promotion of switching raw materials, energy conservation, waste reduction and recycling, and

reductions in the release of chemical substances.

2.

In the development of new products and businesses and in the establishment, enlargement, and

renovation of facilities, we shall undertake our best efforts to ensure safety and health and to protect

the environment.

3.

We shall promote R&D and develop technologies that will contribute to the improvement of safety

and health and to the protection of the environment. We shall also promote the marketing of

alternative or new products.

4.

We shall investigate the effects of the products and materials we handle on safety, health, and the

environment, and we shall encourage our employees to develop a deep knowledge of safe use and

handling and provide our customers with such information as well.

5.

In overseas business activities, technology transfer, and international trading of chemical products,

we shall give full consideration to ensuring safety and health and to protecting the environment.

6.

We shall comply with international rules and domestic laws and regulations and make our best

efforts to cooperate with the relevant international organizations and both foreign and domestic

regulators.

7.

We shall participate proactively in various activities related to environmental protection and make

our best efforts to communicate with society and local communities to achieve better understanding

and trust.

8.
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Responsible Care promotion system

Responsible Care activities are promoted by the Responsible Care Committee, throughout the Showa Denko

organization and throughout the Group.

As of July 2010, Responsible Care activities were conducted at the head office, six business sectors (13 business

divisions and 15 regional offices), three branches, the Corporate R&D Center, and 14 Group companies  .

In addition, as part of its efforts to strengthen the Group's Responsible Care activities, Showa Denko is expanding

the scope of such activities by ascertaining performance and providing on-site guidance concerning Responsible Care

for domestic and overseas Group member companies involved in manufacturing, in addition to the 14 companies

mentioned above.

In addition to establishing the new Risk Management Committee, the organizational reforms conducted in January

2007 placed the Responsible Care Committee beneath the CSR Committee, to promote Responsible Care as a key

activity included in our CSR efforts.

Responsible Care promotion system

* 14 Group companies
Tsurusaki Kyodo Doryoku K.K., Tokyo Liquefied Oxygen Co., Ltd., Showa Titanium Co., Ltd., Shinshu Showa Co., Ltd., Showa Denko
Packaging Co., Ltd., Showa Aluminum Can Corp., Showa Denko Sakai Aluminum Co., Ltd., Showa Denko Electronics K.K., Showa Denko
Kenzai K.K., Union Showa K.K., Niigata Showa K.K., Showa Aluminum Can Recycling Center, HI-PACK CO., LTD., Showa Tansan K.K. (Showa
Highpolymer was merged into Showa Denko in July 2010. Its Responsible Care records in 2009 are reflected in the Group's overall
performance.)

*
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Responsible Care Committee (June 2010)

The PDCA cycle

The Showa Denko Group works to achieve continuous improvement in

its Responsible Care activities through the plan-do-check-act (PDCA)

cycle of formulating Responsible Care activity plans (plan),

implementing these (do), auditing and evaluating the results (check),

and reflecting these via management review in the next round of

objectives and activity plans (act).

The PDCA cycle

Auditing structure

The Showa Denko Group carries out the following audits at each stage, to confirm that activity plans concerning

Responsible Care are implemented according to plan.

Self-auditing

Using checklists, the workplaces of Showa Denko and major Group companies evaluate their own Responsible Care

systems and the status of its implementation, promoting continuous improvements by reporting to the Safety

Measures Committee on the results of these self audits and reflecting such results in objectives and activity plans fo

the following fiscal year.

Workplace auditing

The Safety Measures Committee conducts on-site audits of the state of the efforts at respective workplaces

described above, provides guidance as needed, and reports on the results of these audits to the Responsible Care

Committee. The Responsible Care Committee examines these results and reflects them in companywide policies,

objectives, and plans. At manufacturing companies within the Group, both in Japan and overseas, other than the

above companies, Responsible Care efforts are subject to onsite checking of their status and to on-site guidance.
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Overall auditing

The Audit Office audits the status of Responsible Care measures throughout Showa Denko and reports on the results

of these audits to the Responsible Care Committee.

Third-party verification

Showa Denko has undergone third-party verification in such aspects as Responsible Care activities and the accuracy

of data collection. The content of this CSR Report 2010 has been verified by SGS Japan Inc.

In the future, we will continue to draw energetically on third-party verification to ensure continued improvements in

our Responsible Care systems and in our performance.
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Every two or three years, the Showa Denko Group establishes a medium-term Responsible Care activities plan,

which is then used as the basis for annual action plans during the period covered.

All workplaces promote Responsible Care and draft detailed action plans based on the comprehensive plan, tailored

to local conditions and circumstances.

The following table lists the targets, achievements, and ratings for primary activities undertaken in 2009, together

with plans for 2010.

We will continue these efforts to achieve our goals.

Environmental conservation

Fully achieved / Achieved 80% or more / Achieved less than 80%

(Figures shown are for Showa Denko alone)

2009 target and plans 2009 results and progress Rating 2010 policy/plans

Environmental management

【policy】
Zero environmental problems

【plans】
Steady implementation and
comprehensive awareness of
active satety efforts (utilizing
checklists to prevent
environmental problems)
Planning and implementing
reductions in potential risks

Achieving the target of zero
environmental problems
Providing appropriate legal
and regulatory information
and thorough reviews of legal
responses
Using checklists to prevent
environmental problems

【policy】
Zero environmental
problems

【plans】
Steady implementation and
comprehensive awareness of
active safety efforts (utilizing
checklists to prevent
environmental problems)
Planning and implementing
reductions in potential risks

Global warming initiatives

【policy】
Reducing unit energy
consumption to 80% or less

【plans】
Creating energy conservation
measures

Unit energy consumption:
92% relative to 1990 levels,
up 1% from 2008
Implementation of regular
reporting by respective
worksites

【policy】
Reducing unit energy
consumption to 80% or less

【plans】
Creating energy
conservation measures

【policy】
Achievement of Kyoto
protocol targets by the
Showa Denko Group

Greenhouse gas emissions:
reduced by 16% vs. 1990
levels for both Showa Denko
K.K. and for the entire Showa
Denko Group

【policy】
Achievement of Kyoto
protocol targets by the
Showa Denko Group
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【plans】
Implementing reduction plans
at each site

Shifted fuel (Omachi); started
up greenhouse gas
decomposition equipment
(Kawasaki), etc.
Designated shippers' energy
consumption unit for 2008 and
reduction plans for 2009
reported to authorities

【plans】
Implementing reduction
plans at each site

Reducing industrial waste

【policy】
Achieving zero emissions

【plans】
Eliminating landfill waste
through efforts such as more
effective use of sludge
Showa Denko: 2,000 t or less
Group companies: 1,300 t or
less

Landfill waste: 1,632 t at
Showa Denko (down 85 t from
2008; 8% relative to 1990
levels); 1,120 t at Group
companies (down 221 t from
2008); targets achieved

【policy】
Achieving zero emissions

【plans】
Eliminating landfill waste
through efforts such as more
effective use of sludge
Showa Denko: 1,900 t or
less
Group companies: 1,200 t or
less

【policy】
Contributing to a
recycling-based society

【plans】
Promotion recyclimg
Targets:
- Stable operation of the 
 used-plastic based ammonia 
 plant
- Reducing paper waste at 
 offices
-  Aluminum can recycling: 
 Group participation rate100, 
 with each employee 
 bringing in 100 cans over 
 three monts on the average

Chemical-recycling
production: up 2% from 2008
Reductions in paper waste
(head office): 0.3 t increase
from 2008
Aluminum can recycling:
Group participation rate 94%,
with each employee bringing
in an average of 222 cans
over a three-month period

【policy】
Contributing to
recycling-based society

【plans】
Promoting recycling

49



Security and fire prevention

2009 target and plans 2009 results and progress Rating 2010 policy/plans

Equipment safety

【policy】
Zero equipment incidents

【plans】
Holding and utilizing active
safety study meetings
Enhancing the engineering
change management system
Promoting voluntary safety
initiatives

One equipment incident (down
from six in 2008)
Wire rupture on a simple lift
Adoption of active safety
checklists largely complete
Participation by head-office
staff in on-site safety
inspections
Continuing efforts related to
voluntary safety initiatives

【policy】
Zero equipment incidents

【plans】
Holding and utilizing active
safety study meetings
Enhancing the engineering
change management system
Promoting voluntary safety
initiatives

Occupational safety and health

2009 target and plans 2009 results and progress Rating 2010 policy/plans

Occupational safety

【policy】
Zero lost-time injuries
Build up the best safety
management system in the
chemical industry

【plans】
Strong worksite focused on
safety and training
Addressing equipment and
process deficiencies
Stricter safety standards
(expanding attainment of
Occupational Safety and
Health Management System
accreditation)

Three incidents resulting in
lost-time injuries (same
number as in 2008) and three
minor incidents (up from zero
in 2008)
Rate of incidents resulting in
lost-time injuries: 0.34 (same
rate as in 2008)
Equipment and process
improvements advanced using
active safety checklists
Showa Denko Electronics, the
Oita Complex, and Showa
Aluminum Can's Ohmuta Plant
recognized by third-party
safety awards
The Kawasaki Plant, the
Corporate R&D Center
(Toke), the Chichibu Plant,
and the Higashinagahara Plant
certified under the
Occupational Safety and
Health Management System
in the first half of 2010

【policy】
Zero lost-time injuries

【plans】
Strong worksite focused on
safety and training
Addressing equipment and
process deficiencies
Stricter safety standards
(expanding attainment of
Occupational Safety and
Health Management System
accreditation)

Health management

【policy】
Zero work-related illnesses

Zero work-related illnesses 【policy】
Zero work-related illnesses
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【plans】
Enhancing sanitation
management structure
Improving work environment
and work methods

【plans】
Enhancing sanitation
management structure
Improving work
environment and work
methods

【policy】
Promoting Showa Denko
Group Health 21Plan

【plans】
Enhancing health support
system
Mental-healthcare efforts at
worksites

Implemented preventive
activities to reduce lifestyle-
related diseases in accordance
with Showa Denko Group
Health 21 Plan
Implemented specific medical
examinations and specific
health guidance through an
outside specific health
guidance agency (first
implemented for a total of 201
individuals at four sites: the
Kawasaki, Yokohama, and
Chiba districts and the Head
Office)
Presented successful Health
21 Plan cases at worksites and
hosted promotional meetings
and training sessions headed
by public health nurses and
other nurses
Held mental-healthcare
training and mental-health
seminars for newly hired and
promoted employees

【policy】
Promoting Showa Denko
Group Health 21 Plan

【plans】
Enhancing health support
system
Mental-healthcare efforts at
worksites

Chemical substance safety

2009 target and plans 2009 results and progress Rating 2010 policy/plans

Chemical substance management

【policy】
Zero accidents/incidents
involving chemical
substances or violations of
chemical substances
legislation

【plans】
Comprehensive
implementation of
compliance, education, and
management structures
Collecting, assessing, and
providing safety information
(REACH compatibility, etc.)

Zero accidents/incidents
involving chemical substances
or violations of chemical
substances legislation; target
achieved
Chemicals Management
Officer provided information
on relevant legislation and
follow-up training
Prepared to respond to
chemical regulations such as
REACH and CLP

【policy】
Zero accidents/incidents
involving chemical
substances or violations of
chemical substances
legislation

【plans】
Comprehensive
implementation of
compliance, education, and
management structures
Collecting, assessing, and
providing safety information
(REACH compatibility, CLP,
etc.)
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【policy】
Reduced chemical emissions

【plans】
Developing and
implementing reduction plans
for each worksite (at least
10% per year)

Emission of PRTR-listed
substances: 284 t, down 22%
from 2008; target achieved
Emissions of toxic
atmospheric pollutants: 46 t,
down 25% from 2008; target
achieved

【policy】
Reducing chemical emissions

【plans】
Developing and
implementing reduction plans
for each worksite

Quality assurance

2009 target and plans 2009 results and progress Rating 2010 policy/plans

Quality assurance

【policy】
Products that offer total
safety in use
No product accidents, no
major complaints

【plans】
Securing product safety
(performing appropriate risk
assessments for newly
developed products and
specified products)
Thorough quality controls
(setting challenging target
values to achieve major
reductions in customer
complaints)

Zero product accidents, one
major complaint

Implemented necessary risk
assessments, such as product-
safety inspection meetings
Only one-third of all sites set
targets for reduction vs. 2008
targets

【policy】
Products that offer total
safety in use
No product accidents, no
major complaints

【plans】
Securing product safety
(performing appropriate risk
assessments for newly
developed and specified
products; ensuring
compliance with inspection
standards for products
subject to absorption by or
contact with the human
body)
Thorough quality controls
(setting challenging target
values to achieve major
reductions in customer
complaints)
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An introduction to the relationship the Showa Denko

Group intends to establish with its stakeholders (with

stakeholders’ comments)

An introduction to our efforts in the areas of chemical

and environmental education, building safe and

comfortable communities, Responsible Care community

dialogue, and overseas efforts

An introduction to our efforts to achieve comprehensive

product safety; to meet environmental and social

needs; and to improve quality assurance and quality

control

An introduction to CSR procurement activities to meet

environmental and social needs throughout the supply

chain

An introduction to fundamental policies about

information disclosure and communication with

shareholders and investors

An introduction to our efforts to build workplaces that

make the most of a diverse workforce, including the

Showa Denko Group’s human rights policies and

systems, human resources and training systems, and

hiring and training of global human resources

The Showa Denko Group believes that CSR basically means to earn the trust and support of all stakeholders

through the Group’s business activities and to build an environment where employees can work with pride.
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Relationship to stakeholders

Stakeholder perspectives

Customers

We strive to ensure satisfaction with Group products and services, thereby securing our customers' patronage.

Communication forums

Regular meetings

We would like to see continued review of manufacturing processes, directed toward improvements in

surface quality.

Company responses and challenges

Working to improve surface quality by tracing manufacturing processes all the way back to the design

and development stage, and making periodic progress reports.

Advancing development in accordance with established plans with customers.
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Shareholders and investors

We strive to ensure satisfaction with Group performance and continued shareholding.

Communication forums

General meeting of shareholders

We would like to learn about your structural reform undertaken during the period of the Passion Project

medium-term consolidated business plan, future courses of action for your businesses, and businesses on

which you will focus future efforts.

We would like to learn more about Showa Denko Group's thinking on how best to secure profits.

We would like to learn about Showa Denko Group's use of natural energy sources in its businesses.

Company responses and challenges

In our structural reform, we discontinued part of the aluminum business and reduced fixed costs in the

segment, as well as conducting impairment for aluminum and other segments. In the future, we will

focus on businesses such as ultrabright LEDs, components and materials for batteries for use in electric

vehicles, and the organic EL business, in addition to the current key business of hard disk media. We aim

to develop and supply state-of-the-art materials capable of meeting market needs through

interconnections of inorganic, aluminum, and organic chemical technologies.

We believe that contributing to the creation of a better society through supplying products well-suited to

societal progress will enable us to earn strong evaluations from markets and will help the bottom line as

well.

The Group has made aggressive use of hydroelectric power. Since electricity generation from solar and

wind power sources is unstable and very limited in volume, we believe it is difficult to commercialize it

on our own.

SRI evaluation feedback

There is a need for environmental measures from a supply-chain management perspective.

There is a need for appropriate responses to global markets.

Social contribution activities should be performed by establishing corporate foundations, supporting

citizens' groups, and making donations through traditional business systems.

Regarding environmental performance, while some efforts have been undertaken, there are many areas

in which no results are apparent, and there is still room for improvement.

Company responses and challenges

We began CSR procurement in 2009. In the future, we will advance CSR activities that take the supply

chain into account by deepening our dialogue with suppliers.

In 2009 we established a new China Office as a head office organization to provide cross-functional

support for marketing in China and for the administrative sections of subsidiaries in China, responding to

the globalization of the marketplace.

The Group offers economic support to organizations such as those providing welfare services, through

our aluminum-can recycling business.

We will steadily expand the scope of disclosure of environmental performance. Beginning this year, we

have added coverage of wastewater discharge volumes to the CSR Report. In addition, we will enhance

the publication of reports on individual sites.
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Business partners

We strive to maintain mutually beneficial relationships based on trust in transactions with the Group.

Communication forums

Dialogue at CSR procurement

We would like to see CSR visits used as opportunities for future initiatives in areas where legal and

regulatory understanding was inadequate, such as the Act against Delay in Payment of Subcontract

Proceeds, Etc. to Subcontractors.

Company responses and challenges

We are using methods such as self-assessment forms and CSR visits to raise awareness.

Through dialogue with individuals, we are working to organize CSR activities well-suited to the actual

circumstances of our partners.

Local communities and authorities

We strive to ensure that local communities and authorities have confidence in the safety and stability of our

operations.

Communication forums

RC dialogue

The current environment at plants is very good, with close attention paid to disaster prevention. The

company should disclose information on everything that takes place and work to achieve coexistence and

mutual prosperity based on dialogue with the public. (Oita district)

We would like to know how you deliver information on subjects such as emergencies and accidents to

community residents. (Toyama district)

Company responses and challenges

We know that companies that do not recognize the need to grow together with members of the

community will be weeded out. Thus, we disclose information proactively, distributing the CSR Report

and “site CSR reports” to community members. We are striving to prevent accidents through active

safety efforts, while developing joint disaster-prevention organizations with the companies who share

our complexes.

We carry out thorough emergency drills at our plants. These include drills on emergency contact,

fire-fighting, and reporting problems to the community center.

Plastic chemicals recycling plant tour (Kawasaki Plant)

I was pleasantly surprised and filled with hope when I saw how my recyclables were put to use. As a

window to the world of chemistry, it was very impressive. When I get home, I will tell others about it.

I was able to get a real feel for how much things have changed in the world over the last 10 years, and I

now think I have a good understanding of chemical recycling. This understanding has inspired me to

separate wastes properly in the future.

Corporate R&D Center “Open laboratory”

I love experiments, and I felt glad that my father works for this company.

I felt that chemistry is an essential part of life.

I was glad to be able to enter the industrial park, where I usually cannot go, and see what are inside.
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Company responses and challenges

Since 1994, the Corporate R&D Center in Chiba has opened its doors for events such as tours,

experimental lessons for children, and small concerts. In the future as well, the Group will strive to

contribute to the community and carry out activities to encourage understanding of chemistry through

chemical and environmental educational activities.

CSR report workshop

To what degree do you take into consideration environmental impact when purchasing raw materials?

For example, impact of raw material imports and resources mining on biodiversity? We would like to see

efforts along these lines reported in the CSR Report.

While you have established numerical targets for emissions of greenhouse gases, we would like to know

the extent to which you achieve these targets on your own and the extent to which you use emissions

trading.

Company responses and challenges

We began CSR procurement in 2009. We will promote CSR activities that take the supply chain into

account by deepening our dialogue with suppliers. We will report on these efforts in future versions of the

CSR Report.

In our strategies for achieving our greenhouse gas emissions reduction targets, we will consider the

development of environmental and energy technologies as well as the use of social systems such as

emissions trading. We will continue to report on these in the CSR Report.

CSR report survey

As a chemical company, we would like to see you continue to manufacture products while lessening

environmental impacts and ensuring safety. We also hope you will enhance your CSR activities.

We hope you will carry out activities including cooperating with and supporting outside organizations such

as nonprofits and local governmental agencies in areas such as building a low-carbon society and giving

consideration to biodiversity, which cannot be done by one company alone.

Company responses and challenges

We aim to become a trusted group of companies by deepening our two-way dialogue with society

through community dialogue and site reports, as well as by enhancing the Group's Responsible Care

structure.
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Employees and their families

We strive to provide rewarding worksites in which employees and their families can take pride.

Communication forums

Dialogue with labor union

We would like Showa Denko Group's CSR activities to be communicated clearly to employees.

Company responses and challenges

We will continue Group CSR training activities

Surveys and interviews with women employees

We would like to see opportunities provided to encourage women to think about their careers.

Company responses and challenges

We held a seminar for women employees and their superiors, inviting an outside career counselor.
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A school lecture

A chemistry experiment on a plant tour at Showa
Titanium

Activities that promote education related to chemistry and environmental issues

In addition to contributing to society through its products and services, the Showa Denko Group works to promote

a deeper understanding of chemistry. The Group is an energetic participant in the education of young people - the

next generation - and contributes to local communities through demonstrations and lectures on chemistry and the

environment.

In the Oita Complex's on-demand classes, for over six years, employees have visited a total of 24 elementary and

junior high schools as part of efforts to deepen community ties, demonstrating chemistry experiments before some

1,900 pupils. The “open laboratory” events held at the Corporate R&D Center in Chiba since 1994 have welcomed

more than 8,000 visitors and given opportunities for young people to experience chemistry experiments first hand.

Other sites are also pursuing strong ties to their communities through educational efforts related to chemistry and

the environment.

Employees as instructors

The Oyama Plant sends employees to universities to serve as

instructors in courses on aluminum fabricating technologies and

aluminum products. In Thailand, Showa Aluminum Thailand contributes

to the community by sending employees to schools and nearby firms to

serve as instructors in a broad range of areas, ranging from “five S”

activities (seiri, seiton, seiso, seiketsu and shitsuke, or orderliness,

neatness & tidiness, cleaning, cleanliness, and good manners) and

safety and environmental management to work attitudes, finding

employment, and personnel systems.

Environmental and chemistry experiments during plant tours

Each year, Showa Titanium in Toyama holds plant tours to which it

invites elementary school pupils. These tours include demonstrations of

environmental and chemistry experiments. In 2009, teachers and 57

fifth-graders from a nearby school took part in experiments involving

liquid nitrogen, photocatalysts developed by Showa Titanium, and

dye-sensitized solar cells. These experiments appeared to exercise an

even greater fascination over teachers than pupils.
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Acid-rain generation experiment booth in the
Ohmori Danjiro environmental experimental
laboratory

Forklift drills held as part of the Yokohama Plant's
community disaster-prevention drills

RC community dialogue in the Kawasaki district

Environmental and chemical education at environmental expositions and at other

events

In November 2009, as a member of the environmental subcommittee

of the Higashine-Ohmori industrial park liaison council, Showa Denko

HD Yamagata took part in “The Ohmori Danjiro environmental

experimental laboratory”, an experimental event held as part of

“Environment Week Higashine 2009”. The latter event is organized by

the city of Higashine in Yamagata Prefecture. “The Ohmori Danjiro

environmental experimental laboratory” promotes an interest in

environmental issues among children. Directing an experiment in

which children create acid rain from their own breath, Showa Denko

HD Yamagata imparted to the participating children a vivid sense of

the urgency of environmental issues.

Building safe, secure communities

The Yokohama Plant has concluded a disaster-prevention agreement

with local governments to support community recovery efforts in the

event of an earthquake or other disaster by providing food, water,

forklifts, and other heavy equipment. Alongside local government, the

Yokohama Plant also took part in community disaster-prevention drills

held in November 2010 involving forklift mobilization drills and

communication drills using amateur radio. The Chichibu Plant has

concluded an agreement on community safety with the city of Chichibu

and is currently working with the community to ensure community

safety through crime-prevention patrols during hours in which children

go to and return from school.

Responsible Care (RC) community dialogues

The Responsible Care (RC) community dialogues organized by the

Japan Responsible Care Council represent efforts to achieve dialogues

between companies and government representatives/community

residents, and to preserve the safety of local communities and

environment. Last year, Showa Denko took part in RC community

dialogues in the Kawasaki, Oita, and Toyama districts. Showa Denko's

Kawasaki Plant and Showa Tansan's Kawasaki Plant participated in the

RC community dialogue in the Kawasaki district. The event included

presentations on the environmental efforts of participating companies

and panel discussions, in which community members took part for an

exchange of views.
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"Miracle League of Summerville" player driving a
hit and running to first base

Received Best Working Women Award from
Thailand's Ministry of Labor in recognition of
company management capabilities and social
contributions

Overseas efforts

Overseas as well, we seek to deepen interactions with local communities in ways suited to local customs and

culture. We strive to serve as good corporate citizens and to build relations of trust with our communities and

employees.

Showa Denko Carbon

Volunteers from Showa Denko Carbon, Inc. (South Carolina, U.S.A.)

are supporting the Society for the Prevention of Cruelty to Animals; the

Boy Scouts; fund-raising events to fight cancer; and the “Miracle

League of Summerville”, established to give children with disabilities

the opportunity to play baseball. Furthermore, in support of the

“Trident United Way”, they painted at a local school and repaired

gymnasium booths on “Day of Caring” 2009.

Lianyungang Zaoling Abrasives

Located in China's Jiangsu Province, Lianyungang Zaoling Abrasives has begun exchange with the Lianyungang

Young People's Japanese Association, a volunteer organization in the city of Lianyungang that promotes the study

of Japanese. It also seeks to deepen community interaction by participating in the city's annual Japanese speech

contest for university students.

Showa Aluminum Thailand

Showa Aluminum Thailand (SAT) in Ayutthaya, Thailand, participates in

a scholarship program and hosts plant tours targeting students. In

2009, it welcomed more than 80 students. In January of each year, it

provides support to disadvantaged students at nearby schools in the

form of school supplies and food. Other SAT efforts include charity

activities for Buddhist ceremonies and fundraising to fight AIDS, as well

as relief for victims of floods that occur every year. SAT has grown

deep roots in the community as a trusted business, for example being

nominated by the city as a member of its committee on safety,

welfare, human rights, and other issues.
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SAM Angel Tree Party working committee
members in costume

CSR Report presentation

Showa Aluminum Corporation of America

Showa Aluminum Corporation of America (Ohio, U.S.A.) hosts an Angel

Tree Party in December each year, inviting children from

disadvantaged families in the local community with the volunteer work

and donations of its employees. In 2009, 28 children from 11 families

in the Madison area were invited to the party, where they received

such presents as coats, boots, and large food baskets, had lunch, and

enjoyed playing on a giant slide.

CSR Report presentation

As part of “Corporations and Eco Action 2009” held in November

2009 by the Minato Eco-Conscious Consortium, various companies

presented CSR reports to interested stakeholders. Showa Denko

took part in this event, presenting the Showa Denko CSR Report

to stakeholders keenly interested in its CSR activities.

Participants posed numerous questions and offered views and

comments on subjects such as environmental considerations

during purchasing and climate change issues. The comments

received have been reflected in subsequent CSR activities and in

the preparation of this CSR Report 2010. Moving forward, through

such activities, we remain committed to maintaining a dialogue with our stakeholders.
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Ensuring product safety

Observance of relevant lows and internal rules

To make it possible for customers to use Showa Denko Group products in full confidence, product safety must

remain a top-priority issue. With this in mind, we have established and periodically review the Quality Assurance

and Quality Control Rules (see illustration below) as company rules regulating our actions, alongside laws and

regulations.

These rules have been established to ensure the rational, systematic implementation of product-safety activities

through all stages, including product design and development, commercial introduction and manufacture, and

sales, as well as after-sales information management.

For products and ingredients that can be absorbed directly or indirectly into the human body or come into contact

with the human body, such as raw materials for pharmaceuticals and cosmetics, we have established effective

systems to ensure at all times that the products we provide to our customers are safe. These include rigorous

screening of products brought to market and mechanisms that limit changes that can be made in manufacturing

conditions.

The screening process does more than simply verifying product safety: Screening committees and other

organizations also undertake thorough studies of potential risks associated with each item and ways to avoid such

risks. These studies examine various aspects, including the properties of each product, intended use, usage

patterns, and user characteristics and issues related to disposal.

Quality Assurance and Quality Control Rules
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Showa Denko's analysis & physical properties
center

Trends in annual numbers of complaints

Efforts to meet environmental and social demands

There is growing sentiment worldwide, particularly among customers

in the information technology, electronics, and automotive industries,

to select and procure products with the lowest possible environmental

impact, based on the philosophy of caring for the Earth through all

stages of a product's life cycle, from production, through use, and all

the way to disposal.

The Showa Denko Group does its utmost to meet requests from

customers to reduce the use of harmful substances and to provide

assurance that the Group's products do not use or contain harmful

chemical substances as regulated by the EU or other regions. The

Group also responds in good faith to CSR-related inquiries and surveys

from customers.

 

Improving quality assurance and quality control levels

Quality management system

Rather than a defensive approach to quality assurance that seeks to prevent defects from occurring, the Showa

Denko Group implements a proactive approach in which customer satisfaction constitutes the key to the Group's

own satisfaction. The Group does this by developing and supplying products that will satisfy our customers.

The Group's worksites and most of the Group member companies, including overseas companies, have undergone

inspection and registration of quality management systems under applicable international standards, including ISO

9001 and ISO/TS 16949. These companies and facilities constantly strive to improve the quality of their products

and services by applying and improving the effectiveness of these quality management systems.

 

Reducing complaints

To minimize problems for our customers, the entire Showa

Denko Group works to reduce the number of complaints

received. Over the years, our efforts have steadily reduced the

incidence of customer complaints. Although the number of

complaints plateaued in 2008, we achieved major reductions

once again in 2009.

This year, we plan to seek to earn even higher levels of trust

from our customers and to further increase corporate value by

achieving even greater reductions in the number of complaints

and by keeping product-related accidents at zero. We plan to

do this by proceeding with the steady implementation of a

quality management system.
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Activities targeting improved quality management levels

The Showa Denko Group performs periodic audits groupwide across business divisions and worksites to raise

quality management levels.

These audits cover a broad range of quality management issues, including organizational vision, management

leadership, activities to ensure customer satisfaction, quality assurance activities, product safety and risk

management, day-to-day administration, and human-resource development.

In 2009, we implemented vigorous audits at 58 sites, identifying issues and providing advice on improvements.

This year's audits will continue to focus on increasing the effectiveness of the quality management system.

In addition to annual periodic events such as training seminars for internal auditors, presentations on quality-

assurance and quality-control rules, and product risk seminars, we undertake a wide range of other educational

and training activities throughout the year, including field seminars to improve the skills of internal auditors.
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A briefing on CSR procurement at the Kawasaki
Plant

CSR procurement activities begin

The society and the environment are primary concerns of the Showa

Denko Group throughout the supply chain. Purchasing and

procurement sections pursue CSR activities in compliance with Showa

Denko Group CSR Procurement Guidelines and solicit the cooperation

of partners (suppliers), one of our major stakeholder constituencies.

In 2009, briefings were held to earn the understanding and support of

partners concerning Group CSR procurement concepts. Held at 13

worksites across Japan from August 20 through September 14, these

briefings welcomed 610 participants from roughly 500 companies.

In October, the Group sent self-assessment forms to 600 partner

firms asking them to check on CSR initiatives on their own. We

received responses from about 500 companies, or 80% of the total.

In May 2010, we provided the cumulative responses provided on the self-assessment forms as feedback to each

partner. This information included companywide and industry averages in each area of social responsibility,

including business ethics and compliance, quality and product safety, and environment protection, as well as radar

charts indicating the position of each partner and comments on each partner's efforts.

In April, the Group launched a program of CSR visits, whereby Showa Denko personnel visited partners especially

crucial for business continuity to assess and discuss the status of related efforts. These CSR visits will continue

throughout the year, with the goal of building even stronger relations of trust with as many partners as possible.

Plans for 2010 call for self-assessments and CSR visits targeting new partners and for follow-up efforts undertaken

in cooperation with partners to resolve CSR issues.

While the Group's CSR procurement activities have only just begun, with the support of our partners, we plan to

make steady progress in these activities.
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Explanatory meeting on R&D progress

for institutional investors and securities

analysts

Basic policy on information disclosure

Showa Denko believes disclosure and investor relations play a vital role in deepening shareholder and investor

understanding of our approach to various issues, including corporate management, business activities, and

strategy, helping these stakeholders accurately assess our corporate value. Our information disclosure measures

are based on the following policies:

We seek to communicate proactively with shareholders and investors and to improve management

transparency.

1.

We strive to disclose information concerning Showa Denko in a clear, fair, timely, and accurate manner to

deepen understanding of and trust in our company.

2.

Communicating with shareholders and investors

Communicating with institutional investors and shareholders

We keep domestic institutional investors, analysts, and other market

participants informed in various ways, including meetings to explain

annual and semiannual financial results, conference call for results

announced for the first and third quarters, and meetings to outline

progress with management plans.

Overseas institutional investors and shareholders receive English-

language versions of our annual results and transcripts of conference

call, and other materials. In addition, several times each year, the

President and/or members of the management team visit Europe,

North America, and Southeast Asia to report in person on various

issues, including Group business results and management plans.

The company takes every opportunity to participate in individual

interviews, small group meetings, and other forums for interacting

with institutional investors and shareholders.
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An IR & Eco Forum

Communicating with individual shareholders and investors

Individual shareholders and investors receive Interim Reports and

Business Reports as well as announcements of semiannual and annual

results. Via our website, they also have access to materials used in

meetings in which results are announced, as well as video and audio

footage of such meetings. This information is made available soon after

the actual meetings. In another effort to improve dialogue with

individual shareholders and investors, we have set aside an area of our

website to respond to their IR-related inquiries. Our numerous

initiatives involving dialogue with stakeholders also include our

participation in IR & Eco Forums held for individual investors.

Shareholder meetings

Showa Denko holds a regular general meeting of shareholders each year at the end of March. In addition to

invitations issued around four weeks before these meetings, we post related information on our website to ensure

shareholders have enough time to consider various proposals. We have adopted a system whereby shareholders

can exercise voting rights via the Internet, allowing even greater numbers of shareholders to participate.

At these meetings, reports are presented on a giant screen to make the proceedings as easy to follow as possible.

Issues discussed include progress on the medium-term management plan and other business issues. Venue space

is also set aside to introduce some Showa Denko Group products and technologies.
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Human rights policies and systems

As set forth in the Showa Denko Group Vision, respect for human rights truly represents the foundations for

contributing to the sound growth of international society. The Group sees human rights efforts as an integral part of

improving business ethics and promoting CSR. In 2008, it developed and expanded its existing system for

promoting human rights and established a new Human Rights Committee to enhance efforts related to various

human rights issues.

This Committee meets annually to examine and approve reports on activities during the current year and to plan

activities for the following year. Last year, the Committee took up matters related to human resource diversity,

including career advancement for women, employment of non-Japanese employees, and expanding opportunities

for those with disabilities. Once each year, the Committee also holds a Human Rights Promotion Conference, with

personnel in charge of human rights at each site in attendance, to confirm policies determined in the Human Rights

Committee and to incorporate these into initiatives at each site.

We will continue to address human rights issues, adding various new perspectives, including (1) respect for

diversity, (2) promotion of global initiatives, and (3) continuing training to raise awareness of human rights.

Personnel system and training

The fundamental concept of Showa Denko's personnel system is to provide motivated and capable employees with

opportunities to thrive, and to reward them appropriately in keeping with their contributions. Since the company

and individual employees are bound on an equal footing by a contractual relationship based on the employment

relationship, our goal is to build a win-win situation and to grow side-by-side.

In 2008, based on these fundamental concepts, Showa Denko overhauled its career-planning system, making it a

tool to support the efforts of employees to achieve autonomous and continual career development. This measure

recognizes the importance of the thoughts of employees on what responsibilities they want in the future and their

own career goals. It also establishes systems including a study-abroad system and support for foreign-language

study, in addition to training by job level and specialized training to support proactive skills development for

employees.
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Showa Denko's training system

Employment and development of global human resources

One important business strategy is the employment and development of human resources capable of thriving

globally, thereby ensuring the smooth expansion of the Showa Denko Group's businesses overseas and enhancing

international competitiveness.

In recent years, Showa Denko has advanced global hiring activities to ensure an environment in which outstanding

human resources can thrive, regardless of nationality. We hire new non-Japanese university graduates on a

continuing basis, recruiting not just international students studying in Japan but directly recruiting new hires from

universities in China and Thailand. These employees are then given the opportunity to thrive and to demonstrate

their high skills at each worksite, after undergoing Japanese language training, where needed.

In the area of personnel training, in addition to the medium- to long-term development programs already

established for Japanese employees, we have initiated global human resource development programs for

personnel, including non-Japanese employees. As part of these efforts, from this fiscal year, we have begun

holding sessions in China for local full-time employees at the management level.
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Ren Yu-xin
General Manager, HR/General Affairs Department,
Showa Denko
(Shanghai) Co., Ltd.

VOICE　China Management Training

China Management Training was held this year in Shanghai as a

first effort to develop core human resources, to improve the

efficiency of organizational management, and to advance the

localization of the workforce at Showa Denko Group companies

active in China. Conducted three times a year, this training will

help participants learn and master knowledge and skills related to

management, leadership, and problem-solving through projects

like group activities led by outside trainers. Participants also

receive an overview of Showa Denko Group business activities

and policies and efforts in the areas of CSR, quality assurance,

and environmental protection.

I feel confident that such participation deepens the understanding

of topics such as the Showa Denko Group's history, management

vision, and business development of those attending this training. I believe their participation also

strengthens their sense of belonging to the Group and their sense of mission. Further, I think the event

helps to recognize anew their roles, responsibilities, and abilities as managers. By carrying out the ideas

introduced in this training, including leadership and problem-solving skills, they will be able to contribute to

the growth of the Showa Denko Group in the expanding Chinese market.

Respect for diversity

Promoting employment and career advancement for women

As part of a management policy emphasizing respect for employee diversity, Showa Denko seeks to create

opportunities for women employees to thrive, based on the five-year basic policy, F Plan, in place from 2008

through 2012.

During 2009, through efforts including expert training sessions for members of management and seminars for

women employees and superiors led by outside career consultants, we maintained an ongoing schedule of training

activities to develop a management outlook that respects diversity.

With respect to hiring, we carried out various activities, including recruitment seminars for female university

students and improvement in the recruitment website, to attract more attention to Showa Denko. Of those joining

the company in April 2009, women accounted for approximately 25% of new employees with university degrees

and approximately 15% of new employees with high-school diplomas, both representing increases over previous

figures.Thanks to such efforts, at the end of 2009, women accounted for 6.8% of the workforce (an increase of 0.7

percentage point from 2008) on a nonconsolidated basis and 8.9% of the consolidated workforce in Japan (an

increase of 1.0 percentage point from 2008). (Women accounted for 19.0% of the consolidated workforce

overseas, representing an increase of 0.4 percentage point from 2008.)

Percentages of women managers also show a gradual upward trend, rising to 1.2% (an increase of 0.1 percentage

point from 2008) on a nonconsolidated basis and 1.8% on a consolidated basis (an increase of 0.3 percentage point

from 2008) in Japan. For reference, on a consolidated basis, women accounted for 3.7% of managers overseas (an

increase of 1.0 percentage points from 2008).

We are committed to continuing to build foundations that enable diverse human resources, including women, to

thrive within the organization.
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Percentage of employees with disabilities

Overview of the F plan

Number of employees in the Showa Denko Group

 
Nonconsolidated +

seconded employees
Consolidated (Japan) Consolidated (global)

 To tal
of which
Female

Total
of which
Female

Total
of which
Female

2005 6,020 337 - - - -

2006 5,747 318 - - - -

2007 5,557 311 6,026 414 11,329 2,206

2008 5,440 333 6,247 496 11,756 2,191

2009 5,278 361 6,449 575 11,564 2,200

Expanding opportunities for those with disabilities

To establish an environment in which a wide range of

individuals can work side-by-side, Showa Denko aggressively

promotes employment and career-advancement opportunities

for those with disabilities. Since 2006, the proportion of

company employees accounted for by those with disabilities

has consistently met legal requirements. In addition, to

provide support for long-term employment, we work to match

prospective employees with disabilities to jobs well-suited to

them, accepting pre-employment interns from schools for the

disabled and engaging in joint efforts with Public Employment

Security Offices. We also strive to develop jobs and areas of

responsibility in which those with disabilities can make the most of their own individual abilities after joining the

company.
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Proactive employment of individuals with disabilities

—Chichibu Plant—

Since 2009, the Chichibu Plant has taken energetic steps to

increase employment of people with mental disabilities,

establishing a two-year training period to allow employees to

select jobs at which they can excel after comparing their own

individual skills against job requirements. During the training

period, consideration is given to helping employees find jobs

suited to their own individual capabilities and strengths, after

achieving growth and gaining a feeling of accomplishment through

specific training stages, including time to get accustomed to the

rhythms of working life and to gain experience in a wide range of

jobs, ranging from light work to complex manufacturing tasks.

The plant seeks to establish an environment in which these

employees and other staff members in the workplaces that

welcome them can work side-by-side in mutual understanding.

Related measures include operating procedures designed to be

understandable at a glance and the exchange of work logs.

A work scene

Working hours (per employee per year) Annual paid holidays taken (per employee per
year)

Creating a comfortable workplace

Showa Denko believes that it is essential to respect a work-life balance, encouraging employees to work with vigor

and enthusiasm, and in harmony with society.

As the first step to this end, Showa Denko is working to reduce working hours. While the percentage of annual paid

holidays taken by employees is increasing from year to year, we will take various measures, including a

reexamination of work modes, to link these efforts to further reductions in total working hours.
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The Kurumin logo certifying a company that
supports employees raising children

Promoting a sound work-life balance

To support ways of working suited to diverse employee lifestyles, Showa

Denko has established the support systems described below for both work

and home life. These systems surpass legal requirements.

Encouragement to use these systems has increased employee willingness to

use them. In 2009, all eligible female employees took childcare leave, as

did 20 male employees.

The company will continue to improve work conditions to make it possible

for all employees to achieve harmony between their lives both on and off

the job.

Main systems Description

Childcare leave
Eligible: Employees with one or more years of continuous service who live with
dependent children of less than two years of age. Available through the day
preceding the child's second birthday.

Family care leave

Eligible: Employees with one or more years of continuous service who have a
family member requiring long-term care. Both short-term leave (30 days in
total over a three-month period) and long-term leave (12 consecutive
months or 12 months in total over a two-year period) are offered.

Shortened working hours
for childcare/family care

Eligible: Employees with one or more years of continuous service and who have
a child of preschool age or who are eligible for family-care leave. Eligible
employees may choose to reduce standard working hours by up to two
hours/day.

Cumulative leave

Eligible: Employees who have accumulated leave time (annual paid holidays
carried over from year to year). Eligible employees may take leave to attend
school events at day nursery, kindergarten, or elementary school until their
child graduates elementary school, or to care for a child until the child
graduates elementary school.

Child healthcare leave
Eligible: Employees with six or more months of continuous service who have a
child who has yet to graduate elementary school. Eligible employees may
be absent for up to eight days of work per eligible child per year.

(Portions in blue represent systems that exceed legal requirements in japan.)
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A mental health seminar

Mental and physical health

Measures to maintain and promote both mental and physical health are

important in encouraging employees to apply their individual strengths

to contribute to the organization and to society.

The Showa Denko Group promotes various mental healthcare

initiatives, including seminars and mental healthcare training as

required courses in training programs provided when employees join

the company or when employees are promoted. In addition, the

Showa Denko Health Insurance Society provides mental health

counseling by psychiatrists in the head-office district (including the

Tokyo and Yokohama areas), the Chiba district, and at the R&D Center

(Toke), through a free telephone consultation and counseling program

subcontracted to an outside service provider.

Health 21 Plan

Since 2005, we have promoted the Showa Denko Group Health 21 Plan to safeguard employees' physical health.

The plan gives priority to the issue of metabolic syndrome, aiming to help employees prevent the emergence or

exacerbation of lifestyle-related symptoms through improvement in diet and exercise.

Showa Denko organized a Health 21
walking event at the Kawasaki Plant. This
event featured activities in which employees
and their families picked sweet potatoes
and fished with a dragnet.

The menus in employee cafeterias in the
Chiba region have been modified to ensure
well-balanced, low-calorie meals.
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Participating in and contributing to community events

—Showa Denko HD Yamagata K.K.—

Showa Denko HD Yamagata K.K., the Showa Denko Group's hard

disk media production facility, cosponsors the Higashine

Sakuranbo Marathon, the largest in the Tohoku region. This

marathon is held each year in early June at the peak of the cherry

season. The ninth marathon, held June 6, 2010, was the first to

welcome more than 10,000 entrants. Under a clear sky, runners

from across the country ran among the brightly colored cherry

trees.

Prior to the marathon, Showa Denko HD Yamagata cleaned up

the streets on the perimeter of the plant, which served as part of

the half-marathon course, as well as the parking lots for event

staff. In addition, 17 volunteers from the company served on the

health and first-aid squad for the event. These volunteers

provided 5,000 towels chilled with ice water to runners. The

runners appeared to be very happy to receive these towels in

place of the usual sponges, and their happy smiles gave ample

reward for the strenuous work of wringing out all those towels.

Nine staff members from Showa Denko HD Yamagata ran in the

marathon, while five took part in the walkathon, enthusiastically

taking part in promoting the city of Higashine, Japan's leading

cherry-producing region, and enlivening the community.

Sakuranbo Marathon

Employee awareness surveys

Since 2004, to learn how its employees view the Showa Denko Group, their own workplaces, and their superiors,

and their thoughts on other topics, the Group has undertaken employee awareness surveys on a periodic and

continuing basis. The survey results also help us to grasp what we need to do to improve our future management.

Our employees are the driving force behind progress in reforms within Showa Denko and in achieving sustainable

growth. We regard these surveys to be essential in increasing employee motivation and encouraging employees to

demonstrate their creativity.

As with the previous two surveys, the results of the 2009 employee awareness survey demonstrated the

faithfulness of our employees toward work, their sense of prioritizing customer needs and wishes, and their strong

sense of mission in ensuring a stable supply of high-quality products. This year's survey was undertaken

side-by-side with customer interviews, enabling us to gather feedback to back up the results of the awareness

survey.

Nevertheless, the survey results also indicated low satisfaction with the personnel system. This points to a need to

continue with efforts that strengthen supervisors' management skills; to enhance structures and training systems

for long-term skills development; and to review and enhance the personnel system. Based on this year's survey,

we have also begun studying various measures whereby managers would continually repeat the cycle of drafting

and implementing specific improvement plans to generate increasingly focused measures suited to workplace

conditions.
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An introduction to our efforts to promote energy

conservation; to reduce greenhouse gas emissions; and

to reduce environmental impact in supply chain

management

Reports on primary resources used in Showa Denko's

business activities and environmental impact of such

activities

Reports on survey results and emissions volumes for

substances covered by the PRTR Law throughout the

Group; reports on emissions volumes by site

Reports on our efforts to reduce emissions of harmful

atmospheric pollutants as well as environmental impact

on the atmosphere and water quality; reports on

countermeasures against soil and groundwater pollution

An introduction to our efforts to reduce volumes of

waste generated, to increase reuse, and to ensure

efficient use of materials

Reports on corporate investments to reduce

environmental impact and conserve energy; the

amounts invested; and the anticipated benefits

Recognizing environmental conservation as a high-priority management issue, the Showa Denko Group is

committed to cutting emissions of chemical substances and reducing industrial waste generation to prevent global

warming and other environmental problems.
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Trends in unit energy consumption
(Showa Denko K.K. only)

Reducing unit energy

consumption to 80% or less

Achievement of Kyoto

protocol targets by the

Showa Denko Group

Unit energy consumption:

92 % relative to 1990

levels, up 1% from 2008

Implementation of regular

reporting by respective

worksites

Greenhouse gas emissions:

reduced by 16% vs. 1990

levels for both Showa Denko

K.K. and for the entire

Showa Denko Group

Designated shippers' energy

consumption unit for 2008

and reduction plans for

2009 reported to authorities

【Policy】

Reducing unit energy

consumption to 80% or less

Achievement of Kyoto

protocol targets by the

Showa Denko Group

【Plans】

Creating energy

conservation measures

Implementing reduction

plans at each site

Promoting energy conservation

Regarding energy conservation as a major issue

both for preventing global warming and protecting

resources, the Group is currently advancing various

measures to conserve energy, including reviewing

and optimizing production processes and modifying

facilities.

In 2009, the Group made efforts to reduce unit

energy consumption, including improving production

facilities and enhancing energy recovery. However,

because of the impact of production cuts in 2009, the

unit energy consumption for the year stood at 92%

of the level in 1990, the reference year. The Group

will continue promoting energy-conservation activities as it seeks to meet its goal for 2010 of unit energy

consumption at or below 80% of 1990 levels.

The Company also operates hydroelectric power plants near its inland sites, which supply approximately 21% of its

total electricity use. The Group will continue to draw on hydroelectric power generation as a clean energy source.
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Freight ton-km
(Showa Denko K.K. only)

Transportation sector's CO2 emissions and energy
consumption rate (Showa Denko K.K. only)

Reducing greenhouse gas emissions

The year 2009 was the second year of the Kyoto Protocol commitment period. Progress in environmental

measures, such as the GHG decomposition unit installed at the Kawasaki Plant and shift to fuels with lower GHG

emissions, combined with the effects of production cuts, resulted in a decrease of 11% vs. the base year on

average over the commitment period (the first two of five years).

Results showed that unit energy consumption fell to 92% of the base-year level, as in 2008, due to the effects of

reduced production.

This year, we renovated our ethylene plant at the Oita Complex, introducing naphtha cracking furnaces with higher

efficiency and improving the heat recovery/distillation systems. This renovation has enabled us to reduce CO2

emissions by 59,000 tons a year, helping us achieve the reduction targets for the 2008-2012 period without the use

of emissions trading.

We are considering additional measures for energy conservation and efficiency improvement to achieve long-term

goals, in preparation for the new medium-term business plan for 2011 and after.

Reducing environmental impact through supply chain management (SCM)

Lessening environmental impact in transportation

In the area of logistics, Showa Denko is striving to reduce its environmental impact and improve transportation

efficiency by minimizing waste and effectively controlling the entire flow of goods, from raw materials procurement

through production and transportation and delivery to customers.

In FY 2009, unit energy consumption worsened by approximately 3% from the previous fiscal year, due to a

massive decrease in shipping volume as a result of the dramatic changes in the global economy. This is thought to

have resulted primarily from differences in structural composition between sectors and business divisions, and

changes in the composition of transportation means.
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In the transport sector, we are continuing to promote a modal shift

from trucks and lorries to sea and rail transportation, methods that

enable shipping of larger volumes of cargo with lower environmental

impact. In March 2010, we opened a new distribution facility for

liquefied ammonia, which can be transported by sea, at the Port of

Souma in Fukushima Prefecture (in the town of Shinchi) to improve

transportation efficiency and service levels. We have substantially

reduced environmental impact of liquefied ammonia transport by

shifting from lorries (from the Kawasaki Plant to customers in the

Tohoku region) to ships (from Kawasaki Port to the new distribution

facility).

In the future as well, we plan to proceed with efforts to reduce CO2

emissions and alleviate traffic congestion while improving logistics

efficiency through modal shifts and elimination of unnecessary

back-and-forth shipping.

New distribution facility for liquefied ammonia
(Port of Souma)

Additional efforts include reductions in the number of shipments by increasing the size of delivery lots, raising

efficiency in loading trucks and containers, and engaging in joint shipping with other companies in the industry

(after obtaining consent from customers). Also, in cooperation with transportation companies, we are aggressively

switching to more fuel-efficient vehicles and encouraging ecological driving through adoption of digital tachograph

and GPS systems - all efforts that cut energy use. We are also focusing on comprehensive, safe transportation

practices.

Amendments to Energy Conservation Law

As required for designated shippers under the amended Energy Conservation Law, Showa Denko reports on energy

consumption and CO2 emissions associated with transport and submits plans to reduce transport-related unit

energy consumption. We also proactively implement measures to improve transport-related unit energy

consumption and reduce CO2 emissions.

FY2009 ratios for use of various modes of transport
(Showa Denko K.K. only)
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The diagram below summarizes the resource use and environmental impact associated with the operations of

Showa Denko and its Group companies.

To reduce our impact on the environment, the Group is currently pursuing the efforts described in the following

pages.
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Typical environmental impact index at Group companies*4

 200 6 2007 2008 2009

GHG emissions (kt-CO2) 473 430 401 425

Final landfill disposal (t)*5 1,715 1,540 1,341 1,120

Emissons of JCIA PRTR-listed substances (t) 76 68 90 69

*1 Greenhouse gas emissions

This refers to the volume of emitted greenhouse gases under Japan's Act on Promotion of Global Warming

Countermeasures. Through fiscal 2008, this law applied only to large-scale enterprises; it has since been amended

to cover all enterprises. Thus, the figure for fiscal 2009 in this report covers even small-scale facilities without

manufacturing functions, such as head office and branch offices. These figures do not include emissions from the

transportation sector. See pages 79-80 for greenhouse gas emission from the  transportation sector.

*2 Emissions of toxic atmospheric pollutants are included in emissions of PRTR-listed substances.

*3 Wastewater volume from designated facilities: Wastewater volume from business facilities designated under the

Water Pollution Control Act.

*4 Scope of the Showa Denko Group:

Total for the ten consolidated manufacturing subsidiaries in Japan: Showa Highpolymer, Showa Tansan, Showa

Titanium, Showa Aluminum Can, Showa Denko Packaging, Showa Denko Kenzai, Niigata Showa, Nippon Polytech,

Showa Denko Kenso, Touhoku Metal Chemical. GHG emissions include those for Showa Denko Electronics and

Tsurusaki Kyodo Doryoku and exclude those for Niigata Showa, Nippon Polytech, and Showa Denko Kenso, which

are not required to report emissions as emitters designated under the Act on Promotion of Global Warming

Countermeasures.

*5 The figures given for waste emissions volumes cover waste from 2009 production activities only.

*6 Polychlorinated biphenyl (PCB): PCB is a material with high electrical insulation and chemical resistance. It was

used in wide-ranging applications, including insulating oil for electrical appliances, paints, and carbonless copy

paper. Due to its carcinogenicity and other problems, however, the manufacture, import, and use of PCB are now

prohibited.
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PRTR-listed substances released and transferred (FY
2009)

Release of PRTR-listed substances
(Showa Denko K.K. only)

Reduced chemical emissions

(at least 10% per year)

Emission of PRTR-listed

substances: 284t, down

22% from 2008; target

achieved

Developing and

implementing reduction

plans for each worksite

PRTR

As a member of the Japan Chemical Industry Association (JCIA), Showa Denko since 1996 has voluntarily

undertaken surveys of the volumes of chemical substances it has discharged and transported. In 2009, the

Company performed a survey of 480 substances, including substances subjected to the PRTR Law, submitting a

report to the JCIA on 104 substances (of which 79 were subject to the PRTR law). The total annual release of

PRTR-listed substances was 284 tons, down 61 tons from the previous fiscal year. Showa Denko will continue to

make focused efforts to reduce discharge volumes by preparing reduction plans for each site for PRTR-listed

substances and for substances with high annual discharge volumes. The Company is currently seeking to ascertain

and assess potential impact in areas surrounding its sites and improve communication with local communities and

governments concerning risks as it works to reduce discharge volumes.

FY2009 list of PRTR-listed substances released and transferred (Showa Denko K.K. only)

Substances subject to the PRTR Law, other than dioxin: 79 substances

(Substances with 1 t or less emissions or transfer volumes are excluded.)
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JCIA
No

PRTR
No

CAS
No

Substances

FY2009
Release (t/y)

FY2008
Total

release
(t/y)

The amount
of increase

and
decrease

for FY2008
(t/y)

FY2009
Total

amount
of transfer

(t/y)

FY2008
Amount

of
transfer

(t/y)
To
Air

To
Water

To
Soil

Total

150 227 108-88-3 Toluene 30.9 0.0 0.0 30.9 42.9 -12.0 278.7 117.1

21 145 75-09-2 Dichloromethane 22.5 0.0 0.0 22.5 55.5 -33.0 64.6 4.5

177 268 106-99-0 1, 3-Butadiene 10.4 0.0 0.0 10.4 11.6 -1.2 0.0 0.0

199 299 71-43-2 Benzene 10.0 0.0 0.0 10.0 12.8 -2.9 333.5 354.2

176 266 108-95-2 Phenol 4.4 0.0 0.0 4.4 8.0 -3.6 0.0 0.0

251 304 * Boron and its compounds 0.1 2.9 0.0 2.9 3.8 -0.9 4.6 6.4

89 43 107-21-1 Ethylene glycol 0.0 2.1 0.0 2.1 1.6 0.5 0.1 0.1

102 63 * Xylene 2.0 0.0 0.0 2.0 3.0 -1.0 0.0 0.0

 1 32 1717-00-6
1, 1-Dichloro-
1-fluoroethane

1.8 0.0 0.0 1.8 2.1 -0.3 0.0 0.0

 24 *
Alkylbenzene sulfonate

0.0 1.6 0.0 1.6 1.5 0.2 2.8 2.4

73 11 75-07-0 Acetaldehyde 1.2 0.0 0.0 1.2 1.1 0.1 147.0 205.9

1096 283 *
Hydrogen fluoride and its
water-soluble salts

0.1 1.1 0.0 1.2 1.2 0.0 12.5 3.1

244 232 * Nickel compounds 0.0 1.1 0.0 1.1 0.4 0.7 12.6 11.5

225 1 *
Zinc compounds (water-
soluble)

0.0 1.0 0.0 1.0 0.8 0.2 13.4 8.6

137 172 68-12-2 N, N-Dimethylformamide 0.0 0.0 0.0 0.0 0.0 0.0 297.8 0.0

139 177 100-42-5 Styrene 0.6 0.0 0.0 0.6 0.5 0.1 46.0 46.0

 2 59 110-86-1 Pyridine 0.0 0.0 0.0 0.0 0.0 0.0 26.7 0.0

1068 207 * Copper water-soluble salts 0.0 0.0 0.0 0.0 0.0 0.0 12.9 8.0

263 335 98-83-9 -Methylstylene 0.0 0.0 0.0 0.0 0.0 0.0 9.5 0.0

11 95 67-66-3 Chloroform 0.1 0.0 0.0 0.1 0.2 0.0 6.6 7.5

64 3 79-10-7 Acrylic acid 0.2 0.0 0.0 0.2 0.2 0.0 6.0 4.4

1117 22 107-18-6 Allyl alcohol 0.0 0.0 0.0 0.0 0.0 0.0 5.3 0.2

248 252 *
Arsenic and its inorganic
compounds

0.0 0.0 0.0 0.0 0.0 0.0 4.7 1.3

115 102 108-05-4 Vinyl acetate 0.3 0.0 0.0 0.3 0.3 0.0 4.4 4.1

246 99 1314-62-1 Vanadium pentaoxide 0.0 0.0 0.0 0.0 0.0 0.0 3.2 3.5

 3 09 9016-45-9
Poly (oxyethylene)
nonylpheny ether

0.0 0.0 0.0 0.0 0.0 0.0 3.1 2.6

205 314 79-41-4 Methacrylic acid 0.0 0.0 0.0 0.0 0.0 0.0 2.6 0.0

82 16 141-43-5 2-Aminoethanol 0.0 0.2 0.0 0.2 0.2 0.0 2.3 0.8

298 226 106-49-0 4-Toluidine 0.0 0.0 0.0 0.0 0.0 0.0 2.1 0.0

74 12 75-05-8 Acetonitrile 0.1 0.0 0.0 0.1 0.5 -0.4 1.6 0.9

 30 7 *
Poly (oxyethylene) alkyl
ether (C=12-15)

0.0 0.1 0.0 0.1 0.1 -0.1 1.0 1.4

Total of the PRTR-listed substances 84.8 10.1 0.0 94.9 148.3 -53.5 1,305.4 794.7

Total of the other substances (including JCIA
PRTR-listed substances)

169.2 19.5 0.0 188.7 215.4 -26.8 1,313.6 541.2

Total 254.0 29.6 0.0 283.5 363.8 -80.3 2,619.0 1,335.9
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Oita
(Release of PRTR-listed substances: 8.9t)

Higashinagahara
(Release of PRTR-listed substances: 21.0t)

Kawasaki
(Release of PRTR-listed substances: 46.8t)

Shiojiri
(Release of PRTR-listed substances: 1.2t)

Omachi
(Release of PRTR-listed substances: 15.9t)

Kitakata
(Release of PRTR-listed substances: 1.1t)

Release of PRTR-listed substances at respective sites (sites with total release of at

least 1 ton) (Showa Denko K.K. only)
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Oyama
(Release of PRTR-listed substances: 4.5t)

A briefing at the Higashinagahara Plant
(October,2009)

PCB control

The status of stored polychlorinated biphenyl (PCB) waste is checked at regular intervals based on the Company's

checklist. This waste is stored appropriately in adequate facilities to prevent leakage. In addition, each business

unit reports on the status of stored PCB waste and related matters to the prefectural governor, as required under

the Law Concerning Special Measures Against PCB Waste.

Taking full advantage of the waste processing facilities of Japan Environmental Safety Corporation, our mission is

the systematic disposal of PCB waste.

Follow-up report on phosgene leaks

Showa Denko is working to prevent the recurrence of phosgene

gas leaks at the Higashinagahara Plant in August and November

2008 by taking thorough safety measures in accordance with

instructions issued by regulators. Results are introduced and

explained to local residents in annual site briefings and in the

periodic newsletter from the worksite. The Showa Denko Group

as a whole is working steadily to prevent similar accidents, taking

into account such risks as a chlorine gas leak.
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Total amounts released of harmful atmospheric
pollutants (Showa Denko K.K. only)

Reduced chemical emissions

(at least 10% per year)

Emissions of toxic

atmospheric pollutants: 46t,

down by 25% from 2008;

target achieved

Developing and

implementing reduction

plans for each worksite

Reducing emissions of toxic atmospheric pollutants

On completing the JCIA Phase 2 Voluntary program for

reducing discharged volumes of 12 harmful atmospheric

pollutants, the Showa Denko Group is now working to achieve

a new target: a 10% year-on-year reduction in pollutants

released in relatively large volumes.

In 2009, the total amount discharged of nine substances

handled by the Company was 46 tons, a decrease of 15 tons

from the previous year. This decrease is attributable to efforts

including promotion of methanol recovery and recycling at the

Kawasaki Plant and complete elimination of use of

dichloromethane at the Oyama Plant.

The Group remains committed to achieving steady reductions

in the discharge of toxic atmospheric pollutants through a

combination of various measures, including switching to substitute materials and boosting recovery and recycling

rates.
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Dichloromethane 1,3-Butadiene Acrylonitrile

Benzene Formaldehyde Acetaldehyde

Tetrachloroethylene Chloroform Trichloroethylene
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Changes in amount discharged

Changes in amount discharged

Reducing atmospheric impact

The Showa Denko Group is working to reduce emissions of

pollutants such as sulfur oxides (SOx), nitrogen oxides (NOx),

and soot through the following measures:

Shift in fuel

Modifying combustion processes (e.g., using low-NOx

burners)

Appropriate operation and management of

desulphurization and denitration systems

Reductions in fuel consumption through exhaust heat

recovery systems

Strengthening monitoring systems

Amounts of SOx, NOx, and soot released fell this year from 2008 levels. The Group will continue to seek to reduce

its environmental impact on the atmosphere.

Reducing water quality impact

The Showa Denko Group continues in efforts to reduce its

impact on water quality in areas such as chemical oxygen

demand (COD, total nitrogen, and total phosphorus through

the following measures:

Improvements in manufacturing processes

Improvements in wastewater processing equipment and

operation and control factors

Promoting water reuse

Strengthening monitoring systems

COD and discharge of nitrogen and phosphorus fell from 2008 levels. The Group will continue in efforts to reduce its

impact on water quality.

Measures to prevent soil and groundwater pollution

On occasions such as changes in the uses of plant sites or soil removal, the Showa Denko Group undertakes

surveys and other measures in line with the Soil Contamination Countermeasures Law and local government

regulations. Soil improvements at the Higashinagahara Plant, which began in November 2006, were completed in

May 2009.
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Changes in final landfill volume

Data for 2007 and earlier years represent total values for
January through December, while 2008 data are total
values for April 2008 through March 2009 (January through
December for the Kawasaki Plant).

Eliminating landfill waste

through efforts such as

more effective use of sludge

Showa Denko: 2,000t or

less

Group companies: 1,300t or

less

Promoting recycling

Landfill waste: 1,632t at

Showa Denko (down 85t

from 2008; 8% relative to

1990 levels); 1,120t at

Group companies (down

221t from 2008); targets

achieved

Chemical-recycling

production: up 2% from

2008

Eliminating landfill waste

through efforts such as

more effective use of sludge

Showa Denko: 1,900t or

less

Group companies: 1,200t or

less

Promoting recycling

Reducing industrial waste and encouraging recycling

To reduce the volume of industrial waste generated and

disposed of, the Showa Denko Group seeks to curb waste

generation, encourage reuse, and identify ways for effective

use of wastes.

Reuse of waste acids and waste alkalis

Use of waste oil and waste plastics as fuels (heat

recovery)

Effective use of inorganic sludge (e.g., in cement)
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The final landfill waste volume for 2009 was 1,632 tons, a decrease of 85 tons from the previous year. We

achieved our 2009 target (no more than 2,000 tons in landfill waste) through reductions attributable to the

promotion of effective use of wastes as well as decreased production. At the same time, Group companies reached

the target of no more than 1,300 tons of landfill waste, generating a total of 1,120 tons of such waste. We intend to

continue making progress in reducing waste, setting 2010 targets of no more than 1,900 tons in landfill waste for

Showa Denko K.K. and no more than 1,200 tons for Group companies. In addition, 13 sites, approximately 40% of

all sites, achieved zero emissions (final landfill waste corresponding to no more than 1% of all wastes). We plan to

continue striving to expand the number of zero-emissions sites this year.

In addition, Showa Denko is currently assessing contractors for intermediate processing and final disposal to

ensure appropriate processing and disposal of generated waste.

With respect to the discharge of bauxite residue into the sea, the Company in 2009 maintained the volume of such

discharge at 38% below 2000 levels. The Company plans to completely eliminate the discharge of bauxite residue

into the sea by 2015 and will continue to work to reduce discharge volumes.
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2009 results

Showa Denko is committed to ongoing environmental investment designed to reduce energy consumption and

minimize environmental impact of our operations. Since 2000, environmental investment and associated expenses

as well as their effects have been subject to evaluation in the form of environmental accounting.

Investments made in 2009 included renovation of equipment at the Kawasaki Plant to increase production

efficiency and investments related to hydroelectric power generation at the Omachi Plant.

As a result, we have reduced environmental impact values in all items from 2008 levels.
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(million yen)Cost

  
Capital

investment
Expenses

Cost
within
business
site

Pollution
prevention

Capital investments and expenses associated
with prevention of atmospheric/water/soil
pollution, noise, vibration, odor, etc.

381 396

Global
environmental
protection

Capital investments and expenses associated
with energy conservation and combating global
warming and ozone-layer depletion

763 963

Resource
recycling

Capital investments and expenses associated
with resource conservation and waste treatment

142 2,248

Upstream and downstream
costs

Costs associated with reducing environmental
impact in business operations upstream and
downstream, including green purchasing and
recycling of products and packaging

0 165

Administrative costs

Administrative costs relating to environmental
conservation, including environmental issues
training, introduction of environmental
management systems, and environmental
impact evaluations

43 639

R & D costs
Costs associated with research and development
of environment friendly products and
technologies

38 301

Community outreach costs

Environmental conservation costs for local
community outreach activities not directly linked
to business operations, such as environmental
conservation projects in communities, dialogue
with residents, and plant tours

0 10

Other
Compensation for health damages resulting from
environmental pollution, etc.

0 247

 T otal 1,367 4,969

(Showa Denko K.K. only)
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(t) (million yen)

Investment in the environment
(cumulative total from 1990)

Investment in safety and disaster prevention
(cumulative total from 1990)

Reducing environmental impact

 19 90 2009

SOx 3,698t 494

NOx 3,522t 1,389

Soot and dust 283t 94

COD 786t 433

Total nitrogen 607t 574

Total phosphorus 51t 10

Landfill disposal 19,723t 1,632t

Unit energy consumption 100％ 92%

(Showa Denko K.K. only)

 

Economic benefits

Energy conservation 101

Resource recycling 438

Waste reduction 79

Other 0

Total 618

(Showa Denko K.K. only)
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An introduction to measures to prevent equipment-

related accidents, as well as earthquake preparedness

and use of maintenance-prevention information

An introduction to our efforts to eradicate workplace

injuries and related activities; reports on asbestos

An introduction to our efforts to ensure safety of

chemicals, including the provision of safety information

on all products in Japan, the Japan Challenge Program,

and international activities and trends

Other key components of the Showa Denko management policy include safe & stable operation and Responsible

Care areas where efforts will help reduce accident rates.
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Holding and utilizing active

safety study meetings

Enhancing the engineering

change management

system

Promoting voluntary safety

initiatives

One equipment incident

(down from six in 2008)

Adoption of active safety

checklists largely complete

【Policy】

Zero equipment incidents

【Plans】

Firmly establish “active

safety” activities

Enhancing the engineering

change management

system

Promoting voluntary safety

initiatives

Equipment safety

Based on its policy of completely eliminating equipment-related accidents, the Showa Denko Group is undertaking

a “active safety” initiative to analyze past accidents and other problems and to prevent their recurrence.

Systematized using active safety checklists, these active safety activities are in use at all business facilities to

prevent accidents. We plan to continue and refine these activities to incorporate studies of potential accidents and

of the essential nature of safety, after which the activities will be deployed across all facilities, including R&D

centers and those of affiliates.

Equipment accidents are trending downward due to sustained implementation of such activities. However, we had

two incidents in 2009: a wire rupture on a simple lift (used for cargo only) and a small fire affecting research

equipment. While these equipment-related accidents were minor and did not result in injuries, we have

implemented thorough countermeasures to prevent their recurrence. We are committed to continuing to strive

toward the goal of zero equipment-related accidents, working within the framework established by these active

safety activities.

Seismic safety measures

The Showa Denko Group is currently performing systematic assessments of the earthquake resistance of its

existing facilities and buildings and of various seismic safety measures. In 2009, at the Oita Complex, we continued

working to implement countermeasures against liquid-surface fluctuations in the floating-roof tanks used to store

hazardous materials. At the Kawasaki Plant, we continued working to reinforce the seismic resistance of office

buildings and embankments. Home to a number of chemical plants, these sites already incorporate systems that

shut down plants automatically to minimize damage in the event of major earthquakes, based on on-site

seismometers.

Earthquake early warning systems have also been established at all 19 sites, including plants, the head office,

branch offices, and the Corporate R&D Center.
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Deploying the MP information system

The Showa Denko Group is continuing to develop a database of cases within the Group involving equipment

problems, accidents, and significant near-misses, as well as countermeasures. In 2009, the information on

approximately 1,400 cases collected through 2008 was updated for use in all aspects of equipment maintenance,

including improvements in usability, equipment design and inspections, and maintenance planning. We intend to

intensify these activities, based on a clear understanding of their direct consequences for active safety activities.
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Changes in frequency rate of lost-time injuries

Strong worksite focused on

safety and training

Addressing equipment and

process deficiencies

Stricter safety standards

(expanding attainment of

Occupational Safety and

Health Management System

accreditation)

Three incidents resulting in

lost-time injuries (same

number as in 2008) and

three minor incidents (up

from zero in 2008)

Equipment and process

improvements advanced

using active safety

checklists

Four sites certified under

the Occupational Safety and

Health Management System

【Policy】

Zero lost-time injuries

【Plans】

Strong worksite focused on

safety and training

Addressing equipment and

process deficiencies

Stricter safety standards

(expanding attainment of

Occupational Safety and

Health Management System

accreditation)

Occupational safety

To eliminate workplace accidents, the Showa Denko Group

promotes active safety activities that draw on risk

assessments to identify and correct risk sources. This initiative

was launched in 2008.

Specifically, in addition to active safety checklists based on

past accidents, our primary sites have begun using

occupational health and safety management systems that

focus on risk assessments. As of May 2010, nine worksites

achieved the relevant certifications.

The number of lost-time injuries across the Group totaled four

(Showa Denko 3, Group companies 1) in 2009. As of May, one

lost-time injury occurred in 2010. All worksites have already

established activities to identify and correct risk sources, and these activities will be made even more

thoroughgoing.

* Scope of Group companies (As of December 2009):

Tsurusaki Kyodo Doryoku K.K., Tokyo Liquefied Oxygen Co., Ltd., Showa Titanium Co., Ltd., Shinshu Showa Co.,

Ltd., Showa Denko Packaging Co., Ltd., Showa Aluminum Can Corp., Showa Denko Sakai Aluminum Co., Ltd.,

Showa Denko Electronics K.K., Showa Engineering Co., Ltd., Showa Highpolymer Co., Ltd., Showa Denko Kenzai

K.K., Union Showa K.K., Niigata Showa K.K., Showa Aluminum Can Recycling Center, HI-PACK CO., LTD., Showa

Tansan K.K.
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Occupational health and safety awards

Recipient site Date receive Type of award

Showa Denko
Electronics

February 2010
Accident-free record certificate from the Ministry of Health, Labor
and Welfare (electric machinery and instruments manufacturing
industry, type II)

Oita Complex May 2010
First Prize, 2010 Japan Chemical Industry Association/JRCC Safety
Awards

Ohmuta Plant, Showa
Aluminum Can Corp.

May 2010
Award for Excellence, 2009 Japan Aluminum Association
Occupational Safety Awards

Oita Complex awarded First Prize in the Japan

Chemical Industry Association/JRCC Safety Awards

The Oita Complex was awarded First Prize in the Japan Chemical Industry Association/JRCC Safety Awards.

Based on “Safety activities from the heart,” the Oita Complex promotes its own safety program, including

efforts to assess the safety achieved through manager safety-awareness self-assessment sheets, to

communicate examples of failures, to organize training sessions to ensure employee awareness of dangers,

and to prepare site-specific safety training videos. The goal here is to ensure that all employees regard

safety activities as their own responsibility. Thanks to safety activities conducted in cooperation with partner

companies, the facility has recorded zero accidents and zero injuries from shutdown maintenance activities

performed every four years. (These maintenance activities involve some 200,000 employees.)
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The Ohmuta Plant of Showa Aluminum Can Corp.

wins the Award for Excellence in the Japan Aluminum Association Safety Awards.

The Ohmuta Plant of Showa Aluminum Can Corp. has won the Award for Excellence in the Japan Aluminum

Association Safety Awards. The plant continues its four-year streak of operating with no lost-time injuries or

other incidents.

We believe this is the result of sustained action to build a safe workplace to which all employees of the

Ohmuta Plant have contributed.

Safety and sanitation activities at the Ohmuta Plant have been performed at each workplace based on

annual action plans. The plant has added risk-assessment items, incorporating lessons learned from

near-misses. Various new measures have been introduced, and corrective measures are checked by safety

patrols.

The plant manager and all employees will continue working as a team to strengthen safety and sanitation

activities. We will make sure that there will be no overlook of unsafe conditions or unsafe behavior in the

workplace. We will continue to take appropriate safety measures to prevent any workplace accidents.
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Showa Denko Electronics was awarded an accident-free

record certificate by the Ministry of Health, Labour and

Welfare.

Showa Denko Electronics presented with accident-free record

certificate from the Ministry of Health, Labor and Welfare On

February 19, the director of the Labor Standards Bureau

presented Showa Denko Electronics with a type-II accident-free

record certificate from the Ministry of Health, Labor and Welfare.

Presented to business facilities meeting accident-free record

criteria (total working hours) established by the Ministry for each

industry, this certificate comes in types I to V, depending on the

length of the accident-free period.

Showa Denko Electronics has been accident-free since it began

operating. In May 2009, its total accident-free time (i.e., time

with no employee lost-time injuries) surpassed the type-II criteria

of 10.5 million hours (for the electric machinery and instruments

manufacturing industry).

Asbestos

Conditions related to asbestos were as follows.

Use of asbestos

The Group neither manufactures nor sells any products incorporating asbestos.

The Group uses sealing materials containing asbestos for certain production facilities, including those for chemicals.

We are currently replacing these materials with materials that do not contain asbestos.

Health damage

For employees who have directly or indirectly handled asbestos, we perform periodic health checkups as required

by relevant laws. No incidents of health damage have been reported to date.

We also provide asbestos health checkups for former employees of the Showa Denko Group, in addition to

responding to various inquiries. In 2009, five cases were recognized as occupational accidents.

We have received no reports of injury or damage to health from families of employees, former employees, or

residents of local communities.
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Comprehensive

implementation of

compliance, education, and

management structures

Collecting, assessing, and

providing safety information

(REACH compatibility, etc.)

Zero accidents/incidents

involving chemical

substances or violations of

chemical substances

legislation

Chemicals Management

Officer provided information

on relevant legislation and

follow-up training

Prepared to respond to

chemical regulations such

as REACH, CLP and GHS

【Policy】

Zero accidents/incidents

involving chemical

substances or violations of

chemical substances

legislation

【Plans】

Comprehensive

implementation of

compliance, education, and

management structures

Collecting, assessing, and

providing safety information

(REACH compatibility, CLP,

etc.)

Safety information

The Group provides its customers and consumers with information on any risks or hazards related to its products

via labeling and MSDSs prepared for all products in Japan based on JIS standards. We are also in the process of

revising all labels and MSDSs to include GHS information.

For overseas products as well, we are making progress in including GHS information on labels and MSDSs in

accordance with the relevant regulations in each country.

Furthermore, the Group prepares yellow cards to protect against accidents involving chemical substances during

road transport. Truck drivers are required to carry the cards at all times when transporting harmful substances.

Japan Challenge Program

The Japan Challenge Program is an initiative under which industry and government cooperate to collect safety

information on existing chemical substances and broadly disseminate information on chemical safety to members

of the public.

For three of the substances for which Showa Denko registered itself as a sponsor under this program in September

2005, collection, assessment, and reporting of safety information had been completed by 2009.
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Responding to international activities and trends

Global Product Strategy (GPS)

As it works to achieve the goal agreed to in the World Summit on Sustainable Development (WSSD) “to minimize

the negative effects of chemical substances on people and the environment by 2020”the Showa Denko Group is

seeking to implement integrated management of chemical substances under the International Council of Chemical

Associations (ICCA).

It is also aggressively working to strengthen product stewardship in various ways, including participation in new

voluntary chemical management activities at the JCIA and the JRCC to enhance risk assessment and risk

management, taking the supply chain into account and collecting information and assessing safety at the

manufacture, sale, and use/consumption stages.

* In accordance with the 2002 resolution of Strategic Approach to International Chemicals Management (SAICM),

we aim to achieve by 2020 the goal of minimizing the significant influence of the manufacture and use of chemical

substances on human health and the environment (Global Product Strategy or GPS).

HPV Program

The High Production Volume (HPV) Program involves the collection and assessment of safety information for

high-volume toxic chemicals, defined as chemicals with annual production volumes exceeding 1,000 tons.

Showa Denko participates in this program for 12 substances, including allyl alcohol, an organic chemical.

Assessments are now complete for nine of these substances.

The results of these safety assessments have been incorporated into revisions of MSDSs and other literature,

together with results from the Japan Challenge Program, and will be widely disseminated to the public.

Foreign laws and regulations

In response to the enforcement of EU Regulations on the Registration, Evaluation, Authorization and Restriction of

Chemicals (REACH) and the Regulation on Classification, Labeling and Packaging of chemical substances and

mixtures (CLP), we are participating in various activities as a member of the REACH subcommittee in the JCIA. We

are ascertaining proper responses to the REACH and CLP regulations mainly through the activities of the REACH

Promotion Group, which consists of members from various business divisions, Group companies as well as staff

sections at the head office and overseas companies.

For products exported to the EU and subject to REACH regulations, we are carrying out our registration activities

within the Substance Information Exchange Forum (SIEF), including participation in consortia in Japan and

overseas, in preparation for full registration of substances. We are also striving to collect relevant information from

our supply chains. For products exported to the EU but are not subject to REACH regulations, we will continue to

make progress on hazard assessment and exchange of information throughout supply chains, and we will complete

all procedures for products requiring CLP notification by their deadlines. Furthermore, we are responding carefully

to new legal and regulatory trends in South Korea, Taiwan, China, Malaysia, and elsewhere.
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CSR Report 2010 response to third-party assessments

Counting the Responsible Care Report, an annual document published from 1997 that became the CSR Report in

2005, this year's report marks the Showa Denko Group's 14th CSR Report.

Over this period, our goal has been to disclose accurate information in an appropriate manner. To continue to

improve the reliability and quality of this information, the CSR Report has undergone third-party assessments

since 2006.

Starting last year, third-party assessments of the report have been performed by the SGS Group, a global

company providing assurance services. In response to assessments by the SGS Group, we have steadily expanded

the scope of the information disclosed.

Starting this year, the report consists of two parts: the full report and a digest intended to provide information on

our Group CSR efforts to a wider audience. The reviewers have devoted much time and effort to verification and

inspection amid the increasingly complex CSR Report editing process. We wish to take this opportunity to express

our gratitude for their efforts.

As noted in the Message from Management, Showa Denko Group's CSR activities are the product of the human

capabilities of various individual staff members. While we continue to make progress around the world to build a

company that contributes to the sound growth of society through all its business activities drawing on these human

capabilities, certain issues remain regarding the gathering of information on a global basis and the scope of

disclosure for such information, as noted in the Third-Party Opinion.

We are currently in the process of drafting a Group CSR plan alongside the new medium-term consolidated

business plan to take effect next year. Globalization and diversity are two key topics within this plan. The plan also

incorporates dialogue with a wide range of stakeholders regarding Showa Denko activities. Our goal is to continue

to report on CSR matters in increasingly broad-ranging, systematic, and comprehensive ways.

The views of a wide range of stakeholders are critical to improving CSR efforts within the Showa Denko Group. We

welcome frank opinions on this report and on the web version of CSR reports from all our stakeholders.

Norikuni Imoto

Representative Director and Senior Managing Corporate Officer,

Chief Risk Management Officer (CRO)

Showa Denko K.K.
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Glossary
5S : An abbreviation for seiri (orderliness), seiton (neatness 
& tidiness), seiso (cleaning), seiketsu (cleanliness), and 
shitsuke (good manners).

12 harmful atmospheric pollutants : The 12 substances 
arethe hazardous air pollutants selected by the JCIA for 
voluntary control, which include acrylonitrile, acetaldehyde, 
vinyl chloride monomer, chloroform, 1, 2-dichloroethane, 
dichloromethane, tetrachloroethylene, trichloroethylene, 1, 
3-butadiene, benzene, formaldehyde, and ethylene oxide.

Bauxite residue : Unwanted substance remaining after 
alumina is extracted from bauxite ore during the alumina 
production process.

BCP (Business Continuity Plan) : Corporate risk 
management to prepare for emergencies such as natural 
disasters or major fi res, in the form of plans for the rapid 
restoration of business operations following such events.

Career-planning : “Caree-planning” refer to plans intended 
to visualize and help achieve employee’s own goals and 
ideals for the future.

CO2 diet : In 2008, the Showa Denko Group initiated 
carbondioxide diet efforts. The key point of these activities 
is to have each employee declare his or her own efforts 
to reduce carbon-dioxide emissions and to strengthen his 
or her efforts while keeping a monthly self-assessment log 
on the corporate intranet. Progress on these efforts will 
proceed through labor-management cooperative efforts.

COD : Chemical oxygen demand, a common index of 
water quality, is the amount of oxygen required to fully 
oxidize chemicals in water.

Corporate governance : Narrowly defined, this refers 
to relationships between shareholders and company 
management and to a company’s decision-making and 
business execution structures and systems. More broadly 
defined, it refers to the relationships between a company 
and its stakeholders that help define the company’s 
ultimate goals.

Day of Caring : An event in which companies participating 
in Trident United Way support the community as 
volunteers.

Designated shipper : A shipper shipping cargo of 30 
million ton-kilometers or more per fiscal year.

Digital tachograph : A tachograph is a device installed 
in a motor vehicle to record driving behavior. Tachographs 
help drivers and managers achieve safe, economical 
driving by recording driving speeds and times and logging 
related data. A digital tachograph makes possible more 
detailed and precise recording and analysis than traditional 
tachographs, which record data on paper.

Earthquake early warning system : A system intended 
to predict the arrival times and intensity of an earthquakes 
at Group facilities and to warn employees, based on 
data provided by the Meteorological Agency of Japan on 
earthquake epicenter location and magnitude.

Environmental accounting : A method whereby 
companies and other organizations measure and manage 
their effects on the environment in monetary terms as 
accurately as possible and report the results.

Frequency rate : Number of deaths and injuries occurring 
per one million workinghours, as calculated by the 
following formula: Frequency rate = (Number of deaths and 
injuries) / (total working hours) X 1,000,000

GHS : This is a system for classifying the hazards and 
toxicity of chemical substances according to certain criteria, 
reflecting the results on labeling and MSDS, and using these 
to prevent accidents and protect human health and the 
environment.

Greenhouse gas (GHG) : This refers to gases in the 
atmosphere that have greenhouse effects. GHGs emitted 
in a large volume by human activity cause global warming. 
GHGs include carbon dioxide, methane, nitrous oxide, and 
chlorofluorocarbons. Ordinarily, infrared light released from 
the earths’ surface, as it is heated by sunlight, is emitted 
into outer space. GHGs absorb this infrared light, heating 
the earth.

Internal control : Processes incorporated in business 
operations and executed by all members of the 
organization to obtain reasonable assurance that four 
objectives are met: operational effectiveness; operational 
effi ciency; reliability of fi nancial reporting; and compliance 
with laws and regulations on business activities.

IR : Investor relations.

ISO (International Organization for Standardization) :  
A private-sector international specialist organization 
established in 1947 to promote international 
standardization of products and services. In 1987, it 
established the ISO 9000 series of standards on quality 
control and assurance; in 1996, it began establishing the 
ISO 14000 series of environmental standards. Plans call for 
implementation of the ISO 26000 guidance standard on 
social responsibility in 2010.

ISO 26000 : An international standard applying to 
social responsibility in various organizations. ISO 26000 
establishes seven principles of social responsibility 
(accountability, transparency, ethical behavior, respect for 
stakeholder interests, respect for the rule of law, respect 
for international norms of behavior, and respect for human 
rights) and seven social responsibility core subjects 
(organizational governance, human rights, labor practices, 
the environment, fair operating practices, consumer issues, 
and community involvement and development).
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Kyoto Protocol : An international convention on 
preventing global warming, established at COP3 in Kyoto, 
Japan in 1997 to set numerical targets on greenhouse gas 
emissions for individual countries. Japan’s target is to 
reduce greenhouse gas emissions by 6% vs. 1990 levels 
over the years 2008 through 2012.

Legal requirements : This rule sets the minimum 
percentage of regular employees with disabilities, as specifi 
ed under the Disabled Persons’ Employment Promotion 
Law. Private firms and national/local governments 
must employ persons with disabilities at the specified 
percentages or more. With regard to a private firm with 56 
or more employees, the required percentage is 1.8% .

Modal shift : Switching the primary means of transporting 
goods from trucks and aircraft to rail and sea transportation 
to reduce environmental impact and increase efficiency.

MSDS : This is a document provided by the supplier to 
the user (customer) of a chemical substance, covering 
such matters as its name, toxicity, and physical/chemical 
properties; cautions concerning its handling and storage; 
and emergency measures.

NOx : NOx generally occurs as a result of oxidation of 
nitrogen in the air where fuels and wastes are burned. This 
pollutant is said to contribute to photochemical smog.

Occupational health and safety management systems :  
They are intended to allow organizations to reduce the 
likelihood of problems by identifying, establishing, and 
implementing countermeasures against risks related to the 
occupational health and safety of employees.

Polychlorinated biphenyl (PCB) : PCB is a material with 
high electrical insulation and chemical resistance. It was 
used in wide-ranging applications, including insulating oil for 
electrical appliances, paints, and carbonless copy paper. 
Due to its carcinogenicity and other problems, however, the 
manufacture, import, and use of PCB are now prohibited.

Responsible Care : “Responsible Care” is the chemical 
industry’s global voluntary initiative, representing a 
commitment to work together to continuously improve the 
environmental, health, and safety performance of chemicals 
over their entire life cycles, namely, the development, 
production, distribution, use, final consumption and disposal.

Risk assessment : A series of processes intended to 
identify the risks and dangers inherent in a workplace; 
to estimate the extent of damage and likelihood of 
occurrence based on such identification; and to prioritize 
countermeasures and determine risk-reduction measures.

SCM : SCM refers to company activities to comprehensively 
control the entire flows of articles and information using 
information systems, covering all stages from purchase 
of raw materials through product manufacture, inventory 
control, distribution, and sales.

Soot : Soot and solid particles generated from the burning 
of fuels and other materials.

SOx : SOx is generated through the combustion of a sulfur-
containing fuel. This pollutant affects the respiratory organs.

Stakeholders : Individuals or organizations affected by, 
or having an effect on, a company’s business activities, 
including shareholders and other investors; employees; 
customers and consumers; partners and suppliers; 
government agencies; and nongovernmental organizations 
(NGOs).

Third-party verification : The term refers to the 
verification by an independent organization to increase the 
reliability of activities and data of a company or association.

Total nitrogen : Total nitrogen is the sum of inorganic 
nitrogen (e.g., nitrite, nitrate, and ammonium ions) and 
organic nitrogen (nitrogen in protein and various other 
organic compounds).

Total phosphorus : Total phosphorus is the collective 
term for inorganic and organic phosphorous compounds. 
Phosphorus is an essential element for all living things, but 
excessive phosphorus concentrations can, for example, 
lead to algae blooms.

Trident United Way : A nonprofit organization engaged 
in support activities with a focus on education, income, and 
health to revitalize the communities of Berkeley, Charleston, 
and Dorchester counties in the U.S. state of South Carolina.

Unit energy consumption : The term refers to total 
consumption of energy necessary to produce one unit of 
product. When this value falls, the production efficiency 
increases while environmental impact decreases.

Work-life balance : This refers to enabling each citizen to 
do rewarding work with a sense of fulfi llment and to fulfi ll 
his or her job responsibilities, as well as providing choices 
and opportunities for diverse ways of living throughout 
various phases of life, including childcare and middle/
advanced ages. Moving a step beyond the traditional 
concept of balance between work and home, a company 
must encourage the fullest development of employee 
abilities, creating an environment in which employees can 
focus on their work and achieve success.

Yellow card : This refers to an emergency contact card 
briefly describing appropriate response by transportation 
company personnel, police, and fire-fighters in the event of 
accidents involving hazardous or toxic substances.

Zero emissions : A concept, now a goal throughout 
society, to eliminate the generation of various waste 
substances by reusing materials rather than processing 
them as waste. Proposed by the United Nations University 
in 1994, this concept seeks to realize a recycling-based 
society by reducing to zero the level of emissions into the 
environment through the most efficient resource and energy 
use possible.
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