On-site training

" | Strengthen the building-in of quality

in design and development

Social Activity Performance
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\ ‘3 Quality management that links production,

sales and technology

Plants
(production)

Relationship with Customers

Quallty Assurance

'ZEON delivers products that satisfy the customers”: Article 4 of “ZEON's 7
/ the principles that form the basic policy at ZEON. We put this article
practlce by providing a stable supply of products that satisfy our

_! Quality Management

We are working to strengthen the links between the
plants, Operation Department and research units
(R&D Center) in order to improve quality

management on a company-wide basis and

Assess current conditions
Common view between plants
Planning improvements and

modifications

create an integrated organization for produc-
tion, sales and technology.
The Quality Assurance Department continues to

Quallty Assurance

Department

Assess issues
Improvement activities

maintain close communication with the quality
assurance units at the plants in order to solve
any issues that arise at the plants.
The Quality Assurance Department investigates
the causes of defects and evaluates counter-
measures at production facilities, working to
resolve issues from the client perspective.
Our aim is to eliminate customer complaints
completely by reducing process errors (which are
directly related to complaints) at all production
facilities in the group.

Mechanism

Objectlve

Mechanism for
- | developing policy

Mechanism for identifying the issues at each organizational
layer based on the President's policy, and then carrying out

the required countermeasures.

i Quality Assurance Mechanisms

In order to ensure the stable supply to customers

| Mechanism for
| management
| planning & review

Mechanism where the unit manager (plant manager and
Operation Department head) evaluate the status of results
in relation to the issues in the organizational layer, identify
for themselves the strategy that can be taken for the next
and which enables
improvement of the organization's quality management

improvement,

of high-quality products, we have constructed
various quality assurance mechanisms based on
1S09001:2000, an international standard for quality

the continuous | management systems.

Design reviews for the
- | design and development
*_| of products

Product safety is reviewed at every stage from the initial
research stage to final product sales using our own
checklist to verify the safety of products from various

aspects.

¥ Status of 1ISO9001 Acquisition
At ZEON, all four plants and the operation

Mechanism for
product
safety evaluations

Mechanism for evaluating product safety in all stages, from
the initial stages of research to the sale of the product and
finally to disposal, and for performing a multifaceted safety

check for the product.

departments (polymer departments and specialty
materials departments) have already acquired
1SO9001:2000.

Mechanism for
modification
management

Mechanism for establishing rules when modifying a
process, such as when improving a product, and for
preventing in advance the occurrence of any issues.

At our affiliates, ISO9001 certification registration
has been performed, focusing on the production

Mechanism for
| dealing with
abnormalities

Mechanism for pinpointing the cause of a process
abnormality that occurs in the production equipment, and for
eliminating the quality abnormality by removing the cause
and taking a permanent recurrence countermeasure.

departments.
Further, some affiliates have also performed
assessment and registration in combination with

Mechanism for dealing
| W|th complalnts

Mechanism for responding quickly and openly to customer
complaints and i |mprovmg quality by preventing recurrence.

1ISO14001 (environment management system) in
order to construct a comprehensive management

system.
Status of ISO9001 Acquisition at the ZEON group
Target Registration No |Registration Date| Date of Latest Update or Renewal
ZEON Kasei Co., Ltd., Ibaraki Plant JTA-0424 2001. 5 |May. 2007 (update)
ZEON Polymix Co., Ltd.* JSAQI3 2000. 4 | Apr. 2007 (renewal)
o Toyama Plant| JQA-QMA9271 | 2002.12 | Dec. 2006 (update)
pr ptes Inc.
e o T — Sano Plant JQA-QMAL0869 | 2003.12 |Dec. 2006 (renewal)
- Statusof ISO9001 Acquisition at the ZEON = = ZEON Chemicals Yonezawa Co., Ltd.* 03319-A 2006. 6 |Jun. 2007 (renewal)
o Registration |Registration| Date of Latest | |ZEON Logistical Materials Co.Ltd. |  JMZOA-705 | 2000. 7 | Jun. 2007 (renewal)
e Target No. Dete |Update or Renewal | | RIMTEC Corporation JQA-QMA11709 | 2004.10 | Sep. 2006 (renewal)
il Takaoka Plant | JSAQ012 | 1994.10 | Jul. 2006 (update) Tokyo Zairyo Co.,Ltd. JOA-QMA11669 | 2004.10 | Sep. 2006 (renewal)
4| Tokuyama Plant | JSAQ013 | 1994.10 | Sep. 2006 (update) | |ZEON Medical Co.,Ltd.™ SY 50041053 0001| 2004. 4 | Apr. 2007 (renewal)
Kawasaki Plant | JSAQO016 | 1995. 1 | Nov. 2006 (update) | |[ZEON Chemicals (ZCLP) CERT-01747 2000. 4 | Mar. 2007 (renewal)
| Mizushima Plant| JSAQO046 | 1995. 6 | May. 2007 (update) | |ZEON Chemicals Europe (ZCEL) FM01982 1989. 6 | May. & Nov. 2007 (renewal)
Polymer Departments | JSAQ432 | 1999. 2 | Feb. 2007 (renewal) ZEON Chemicals Thailand CO,, Ltd. (ZCT)| ~ C2003-02279 2003. 9 |Jun. 2007 (renewal)
Specialty Materials 2004. 4 | May. 2007 (update) ZEON Advanced Polymix Co., Ltd. (ZAP) 149044 2004. 2 | Dec. 2006 (renewal)

Departments

JSAQ1972

* Assessment and registration combined with 1ISO14001

*%* Assessment and registration is included in 1ISO13485 (quality management standard for the
design, development, production and sales of medical equipment)






Social Activity Performance

2 Community

Relationship with the Local

Our relationship with the local community is also described in the site reports “Living together with the

local community” on page 35 onwards.

! Television appearances

In February 2007, President Furukawa made a
special appearance on the Toyama Television
program The Good Life to thank the local community
following the 50th anniversary of the Takaoka Plant
in 2006. He also spoke of the mission to “make
Toyama a leading international production hub” and
extolled the virtues of “working at ZEON”,

Meanwhile, ZEON Environmental Materials president

e

Television interview

Sawa (see page 53) appeared on the Okayama
television program “lI Love Café” to talk about
ZEON's water-saving products such as the combined
kitchen and toilet sewage treatment system.

J Responsible Care and Community
Dialogue

The 5" Responsible Care Regional Dialog in
Yamaguchi East was held in September 2006.
Management of the community dialog event, held
every two years, is shared on a rotating basis among
16 companies that own production facilities in the
Shunan industrial complex with 5 organizing
companies.

The Tokuyama Plant acted as an organizer for the
most recent community dialogue, which attracted
some 166 people including local and national
government, industry bodies and education

16 )

! Joint initiatives with universities

As part of the centenary anniversary celebrations at
Tohoku University in 2007, ZEON exhibited phase-
difference films and diffuser panels at a “large-screen
LCD television” exhibition staged in March 2007 by
the New IT Industry Creation Division of the New
Industry Creation Hatchery Center (NICHe), a joint
university-industry initiative of Tohoku University.

ZEON's exhibit at NICHe

authorities.

In November 2006, the Mizushima Plant organized
the Responsible Care Dialogue for the Okayama
region, which witnessed a lively discussion among
130 people including the government and companies
members as well as various other interested parties.

Okayama Community Dialog

Yamaguchi East Community Dialog



N CSR Report

I Relationship with Employees

Ferformance

ZEON strives to be a company that inspires pride in each and every employee

We strives to be a company as well as a trusted presence in the community and inspires pride
in every employee. To this end, the company pursues the three key goals of “Speed”, “Dialogue”
and “Social Contribution” in line with the ZEON's 7 articles, particularly article 5 (Utilizing the
strengths and abilities of the individual within the organization) and article 6 (Working together

as a team and sharing the benefits fairly).

B Encouraging employees to take up new
l_challenges and achieve their goals

At ZEON, we believe that a truly competitive
company is the sum of the skills of its employees. To
this end, the corporate environment is designed to
motivate and inspire employees to rise to new
challenges while pursuing continuous improvement
through innovation, predicated on clearly enunciated
duties and outcomes for every individual coupled
with equitable remuneration for the achievement of
expected outcomes.

The company is committed to rewarding innovative
practices that generate added value and maintaining
fair and equitable distribution of opportunities and
outcomes.

Fair performance assessment procedures

All employees are subject to performance assessment
through a goal-oriented evaluation process predi-
cated on fair and equitable evaluation of individual
outcomes and achievements together with positive
encouragement for personal development and
improvement.

Details of the performance assessment process are
freely available to all employees, and evaluation
discussion meetings are held in all departments and
divisions at the start and end of every accounting
period. These initiatives are designed to ensure
fairness and equity from multiple perspectives. In
addition, individual employees are provided with
direct feedback on the results of their evaluation.

Merit-based bonuses

The merit-based bonus system at ZEON uses a clearly
defined formula of targets versus achievements to
ensure fair and equitable sharing of benefits among
all employees. The bonus system considers
achievement at three levels - by the individual, by the
department/division and by the company as a whole -
and is designed to promote a collective sense of
purpose in working towards challenging targets.

Awards system the ZEON Challenge Award
Awards schemes include Employee of the Month

ZEON Chaflenge Award 2008

FY2006 recipients
of the President’s
Award

(bestowed by department managers on a monthly
basis) and the annual President's Award, whereby
individual employees and departments nominate
specific challenge at the start of the year and are
judged on their progress in the nominated area.

The selection process emphasizes individual
achievement, in terms of identifying employees who
make an outstanding contribution to the company.
The annual presentation of the annual President's
Award involves a lavish ceremony and dinner
function.

The event always includes surprises - for example, the
families of the winners are invited to attend,
unbeknownst to the winners themselves. It provides
an important opportunity to celebrate their
achievements while looking forward to the challenges
of the coming year.

B Promoting dialogue and improving
the workplace environment

ZEON has led the industry in introducing workplace
initiatives predicated on the key concepts of
“Reliability”, “Motivation”, “Achievement”, “Security”
and confidence. The company also provides a range
of employee health and welfare programs including
“Better Workplace Environments”, “Promoting
Dialogue”, “Improve Your Health” and “Supporting
Self-Reliance Based on Life Plan”.

The “Promoting Dialogue” program encompasses all
forms of dialogue including dialogue between
management and workers, dialogue between the
company and workplaces, and inter-workplace
dialogue (also known as communication). The aim is
to break down the barriers between organizations and
ensure that the entire workforce is pulling in the same
direction. In this way, we can make the company a
source of pride and inspiration for employees.

Discretionary work hours scheme

In recognition of the diversification of living and
working patterns, ZEON has introduced initiatives
designed to allow employees a greater degree of
choice in “working arrangements”. “A discretionary
work hours scheme for employees” engaged in R&D
was introduced in April 2000.

This was followed by a similar scheme for employees
involved in planning and development work, launched
in November 2005.

Child care and nursing care support schemes
ZEON provides support for employees balancing
work and family commitments in the form of paid
child care leave (conditions apply).

Employees who take advantage of child care and
nursing care leave are eligible for special support
subsidies.

17 )

—

abessaN

(

ﬁ JuswabeueN ﬂ

el
@
w
ﬁ
o
e
3
o
=
0
o

suoday a11s

(



Social Activity Performance

Rent subsidy system and home ownership
allowance

In response to employees' diverse needs, we have put
effort into expanding the housing assistance system.
In addition to conventional assistance such as
company-owned dormitories and corporate housing,
we have introduced a rent subsidy system and a
home ownership allowance.

Dialogue with management level

Importance is attached to dialogue between
management and employees at, for example, the
annual policy meeting held by the president himself
at the head office and other offices, audits by the
president together with management level, and
research hearings.

After the president's audit and research hearings, we
promote even deeper interaction over drinks.

Dialogue planning

We hold dialogue promotions at each office and
workplace aimed at all employees with the goal of
creating a culture of mutual regard and improving
situated empowerment. We are thus creating an
environment in which employees can interact freely
and openly with one another.

. Head office ialogue promotion
(coastal dragline fishing)
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| Relationship with Employees

¥ “Human Resources” Utilization
Policy that gives Consideration to
Each Individual's Career

We aim at a workplace that enables a diverse range of
human resources to participate actively regardless of
gender and even after the retirement age.

We also assist each employee to work actively toward
his or her goal.

Recruitment of female employees

For working women, bearing children and raising
them while holding down a job are very important
issues.

As the result of our yearly expansion of the next-
generation child-rearing assistance system, the
number of workers who take up the system is on the
increase.

In fiscal 2006, 100% of female employees who gave
birth also took child-care leave. The rate of employees
resuming work after child-care leave is currently at
least 80%.

These advantages are furthering the recruitment of
female employees.

ZEON Master system

In fiscal 2006, we introduced a retired worker
reemployment system, and many veteran employees
are active in various workplaces.

As of July 1, 2006, 86 (70%) of our 123 retired workers
have been reemployed.

Career design training

In addition to traditional training and development,
we are conducting career design training courses for
employees aged 30, 40, 50 or 57 as part of human
resource development and training aimed at self-
reliance and self-fulfillment by the individual.

Each individual is making gradual but steady progress
by depicting future images of work and personal life,
establishing future objectives, forming the objectives
into an implementation plan, and undertaking regular
post-course follow-up training in line with the
individual's ability and aptitude and based on the
individual's own values and awareness of issues.

Career design training course (group discussion)



