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[ Editorial Policy

The information contained in Kyowa Hakko Group
Sustainability Report 2007 refers primarily to the
performance of Kyowa Hakko Kogyo Co., Ltd.,
Kyowa Hakko Chemical Co., Ltd., Kyowa Hakko
Food Specialties Co., Ltd., Kyowa Medex Co.,
Ltd. and the domestic consolidated production
subsidiaries listed on Page 4. In June 2007, we
held a stakeholder meeting with representatives
of nonprofit organizations with the aim of reflect-
ing stakeholder opinions in report concept devel-
opment and contents. We obtained third-party
verification to improve the reliability of information
contained in the report and also obtained the
opinion of an expert in the field about the overall
concept of the report, which we have included in
the report.

In compiling this report, we referred to the
Environmental Reporting Guideline of the Ministry of
the Environment and the Responsible Care Code.
From the viewpoint of corporate social responsibility
(CSR), we have also included material concerning

business ethics, interaction with society and commu-
nities, voluntary initiatives by employees and the
social significance of our business operations.

To maintain continuity with past reports and reflect
differences in the attribution of emissions, we have
compiled data pertaining to three overseas produc-
tion companies (BioKyowa, Shanghai Kyowa Amino

Acid and Wuxi Xiehe Food) separately from data for
our Japanese operations.

" Areas and Periods Covered by Report
The information contained in this report covers produc-
tion, R&D and sales sites in Japan as well as production,

development and sales sites in other countries (Page 4).

Environmental loads and other data were gathered from
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Communication production and R&D sites in Japan and from BioKyowa,
Shanghai Kyowa Amino Acid and Wuxi Xiehe Food. Green Third-Party Verification

.‘\ Office Plan data for the head office and sales sites in Japan
\;i' have been integrated. Daiichi Fine Chemical, which joined the
] b ~ i - Group on June 1, 2007, is excluded from fiscal 2006 perform-
::.:‘ i ﬂ = 4 I ance. Statistics for Japan are for fiscal 2006 (April 2006 to March

gt - = 2007), while those for outside Japan are for the 2006 calendar

year. However, some information pertaining to fiscal 2007, such as

the results of initiatives, is included.
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The Kyowa Hakko Group’s Business Activities

H Corporate Philosophy

Kyowa Hakko will contribute to the health and well-being of people worldwide by
creating new value with the pursuit of advancements in life science and technology.

H Corporate Data

Corporate Name

Kyowa Hakko Kogyo Co., Ltd.

Industry Segment

Established July 1, 1949 *Pharmaceuticals: Manufacture and sale of pharmaceu-
. ticals and clinical diagnostic reagents

Paid-i ital illi
aid-in Capita ¥26,745 million (at March 31, 2007) eBio-Chemicals : Manufacture and sale of pharmaceu-
Representatives President and CEO: Yuzuru Matsuda tical and industrial-use raw materials,
) ) . healthcare products, agrochemicals,
Head Office 1-6-1, Ohtemachi, Chiyoda-ku, products for livestock and fishery

Tokyo 100-8185, Japan
TEL: +81 (3) 3282-0007

M Consolidated Financial Data

eChemicals

*Food

e Qther

industries and alcohol

: Manufacture and sale of solvents,

plasticizer raw materials and specialty
chemicals

: Manufacture and sale of seasonings,

baking ingredients and products,
such as premixes

: Wholesaling and transportation

Kyowa Hakko Kogyo Co., Ltd.
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Biotechnology is helping to enhance
the vitality and beauty of life.

We will use our original technology and
ideas to create products that will
enhance the lives of individuals.

Kyowa Hakko supplies many industries with amino acids,

nucleic acids and other products, using its world-class fer-

mentation technology. Amino acids are produced under a

global production network with facilities in Japan, the

United States and China.

Focusing primarily on cancer, allergies and central nervous
system diseases, Kyowa Hakko is using antibody technolo-
gy and other advanced technologies to create revolutionary
therapeutic agents through research and clinical develop-
ment activities on a global scale.

Kyowa Hakko Chemical Co., Ltd. Kyowa Hakko Food Specialties Co., Ltd.

* Net Sales e Sales Composition by Industry Segment (FY2006)
(FY)  (Millions of Yen)
06 354,274 1240,
05 353,440 0 Pharmaceuticals
’ .0% 33.99% Bio-Chemicals
04 358,963 ’ Chemicals
'03 348,838 Food
02 359,285 25.4% iy

e Operating Income

17.3%

e Operating Income Composition by Industry Segment

. (FY2006)
(FY)  (Millions of Yen) )
'06 30,698 6.0%
%
‘05 25,535 Pharmaceuticals
04 33507 26.0% Bio-Chemicals
' : 51.49% Chemicals
‘03 26,836 Food
g Other
02 16,089 13.49
e Net Income ¢ R&D Expenses
(FY)  (Millions of Yen) (FY)  (Millions of Yen)
'06 12,694 ‘06 33,342
‘05 16,273 ‘05 32,876
‘04 17,932 ‘04 28,762
'03 10,017 ‘03 29,206
02 8,485 ‘02 31,438
* Number of Employees ¢ R&D Expenses to Net Sales Ratio
(At Year End) 93 94
'06 5,756 % 88
) 8.4
05 5,800 80
04 5,960
03 6,294
‘02 6,749
" ’02 03 ‘04 05 ‘06
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Our mission is to create environment-
friendly materials so that we can
continue to live in harmony with the Earth.

B BUSINESS BASES

¢ Principal Production Bases
<In Japan>
Kyowa Hakko Kogyo Co., Ltd.*
Fuji, Sakai, Yokkaichi (Pharmaceuticals)
Tsuchiura (Healthcare), Yamaguchi (Hofu Plant, Ube Plant)
Principal Consolidated Subsidiaries
Kyowa Hakko Chemical Co., Ltd. Chiba Plant
Kyowa Hakko Chemical Co., Ltd. Yokkaichi Plant
Kyowa Hakko Food Specialties Co., Ltd. Tsuchiura Plant
Kyowa Medex Co., Ltd. Fuji Plant

We will continue to enhance food flavor
and safety by exploring the fundamental
characteristics of foods.

<Outside Japan>

Kyowa Hakko U.S.A., Inc. (New York, U.S.A.)
Kyowa Hakko Europe GmbH (Dusseldorf, Germany)
Kyowa Hakko U.K. Ltd. (Berkshire, U.K.)

Kyowa ltaliana Farmaceutici S.R.L. (Milan, Italy)
Kyowa Hakko (H.K.) Co., Ltd.

Kyowa Pharmaceutical (H.K.) Co., Ltd.

Kyowa Hakko Industry (Singapore) Pte Ltd.

Kyowa Hakko (Malaysia) Sdn Bhd.

Daiichi Fine Chemical Co., Ltd. Headquarters Plant (Takaoka, Toyama) ¢ Principal Laboratories

Other Consolidated Subsidiaries
Ohland Foods Co., Ltd. Chiba and Tsuchiura Plants
Riken Kagaku Co., Ltd. (Itabashi, Tokyo)
Kyowa F. D. Foods Co., Ltd. (Hofu, Yamaguchi)
Kyowa Hifoods Co., Ltd. Ube Plant

<Outside Japan>
BioKyowa, Inc. (Missouri, U.S.A.)
Shanghai Kyowa Amino Acid Co., Ltd. (Shanghai, China)
Wuxi Xiehe Food Co., Ltd. (Wuxi, China)
Kyowa Foods (Jiangyin) Co., Ltd. (Jiangyin, China)
Qingdao Kyowa Wanfu Foods Co., Ltd. (Qingdao, China)
Kyowa Hakko Pharmaceuticals (Suzhou) Co., Ltd. (Suzhou, China)

e Principal Sales Bases

<In Japan>

Kyowa Hakko Kogyo Co., Ltd.
Headquarters, Sapporo, Tohoku, Tokyo, Nagoya, Osaka, Chugoku,
Shikoku and Kyushu branches

* Throughout the report “Kyowa Hakko” means “Kyowa Hakko Kogyo Co., Ltd.”

<In Japan>
Kyowa Hakko Kogyo Co., Ltd.
Pharmaceutical Research Center (Fuji Plant/Shizuoka)
BioFrontier Laboratories (Machida, Tokyo)
Healthcare Products Development Center (Tsukuba, Ibaraki)
Technical Research Laboratories (Hofu Plant/Yamaguchi)
Kyowa Hakko Chemical Co., Ltd.
Yokkaichi Research Laboratories (Yokkaichi Plant/Mie)
Kyowa Hakko Food Specialties Co., Ltd.
Food Creation Center (Tsuchiura Plant/Ibaraki)
Kyowa Medex Co., Ltd.
Research Laboratories (Fuji Plant/Shizuoka)

<Outside Japan>

Kyowa Pharmaceutical, Inc. (New Jersey, U.S.A.)
BioWa, Inc. (New Jersey, U.S.A.)

Kyowa Hakko U.K. Ltd. (Berkshire, U.K.)
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A Message from the President

Kyowa Hakko will contribute to the health and well-being

of people worldwide by creating new value with the pur-

suit of advancements in life science and technology.
(Amended in March 1999)

Wachu Kyodo (Harmonious Cooperation)
Kappatsu Hatchi (Energy and Vitality)

Jinbun Ritsuyo (Self-knowledge and Service)

Kyowa Hakko has drafted seven management guidelines
based on its Corporate Philosophy that bear on opera-
tions; its relationships with customers, shareholders and
employees as well as society; its corporate ethics; and
the environment and safety.  (Introduced in March 1999)

5 KYOWA HAKKO GROUP SUSTAINABILITY REPORT 2007

Contributing to People’s Well-being Through
Fermentation

The prefix “bio” comes from the Greek word “bios,”
meaning “life,” and the word “biotechnology” is a col-
lective term for technologies that apply biological func-
tions to create engineering solutions. The Japanese
are a people who have long been highly skilled in the
use of biotechnologies in everyday living: for instance,
the traditional production of miso, tofu and sake and
indigo dyeing involve the clever use of the biological
functions of organisms. It is precisely because of this
solid foundation in the use of biotechnology in Japan
that many antibiotics (a classic example of medications
obtained from microorganisms) have been discovered
in Japan.

The Kyowa Hakko Group’s first business was the
manufacturing and sale of solvents, antibiotics, amino
acids, alcohol and other useful substances produced
by fermentation. This is a traditional Japanese technol-
ogy with a thousand-year history, and this was the
background to the breakthrough Kyowa Hakko
achieved in 1956 when it became the first company in
the world to successfully produce an amino acid on an
industrial scale by means of fermentation. Today
Kyowa Hakko continues to apply biotechnology to cre-
ate many new products that greatly contribute to peo-
ple’s health and well-being.

Continuation of the Founding Spirit is the
Essence of Social Responsibility

A passionate desire to eradicate tuberculosis prompt-
ed Kyowa Hakko Group founder Dr. Benzaburo Kato
to introduce in Japan the antituberculosis medication
streptomycin. The spirit of the company founder con-
tinues to epitomize the essence of Kyowa Hakko. |
believe that a company discharges its social responsi-
bility only when the labor of its employees, and the
products and services that result, benefit society and
are thoroughly integrated into its basic fabric. The
focus of Kyowa Hakko’s chemical operations is the
environment-friendly functional products sector. The
use in refrigerating equipment of chlorofluorocarbon
substitutes to replace CFC refrigerants, which destroy
the earth’s ozone layer, necessitates the replacement
of refrigerator lubricants with compatible substances. |
believe that we can contribute, albeit indirectly, to
ecosystem preservation by helping to protect the
ozone layer through the augmentation of production
capacity for isononanoic acid and octanoic acid, raw
materials used in these lubricants. Also, | am con-
vinced that the backbone of green chemistry is bio-
processes that involve the use of renewable biomass
resources as raw materials in the manufacture of
chemical products under mild conditions of room tem-
perature and atmospheric pressure. Such an approach
would also help conserve oil resources in the future.

Benefiting Customers and Host Communities
Business is all about knowing what customers desire
and providing appropriate products and services. Are
customers looking for price, quality or a completely
new function? It is important to rapidly and accurately
ascertain such customer requirements. The same can
be said of host communities. It is important to ascer-
tain through constant communication with area resi-
dents what people perceive to be problems in the
vicinity of business sites.

An example of the Kyowa Hakko Group’s commu-
nity involvement is the Bio-adventure Mobile
Laboratory program. Employees visit schools in a spe-
cially designed mobile laboratory filled with a variety of
experimental equipment to “deliver” science instruction

* |[PCC: Intergovernmental Panel on Climate Change

to students of local elementary schools and junior and
senior high schools. We are committed to continuing
our modest efforts to instill interest in genes and fer-
mentation, as well as Japan’s wonderful traditional
biotechnology. Most of all, we seek to cultivate an
active interest in science among the children who will
be tomorrow’s leaders.

Aiming to Be a Unique Company

Essential to Society

The Kyowa Hakko Group has set forth a long-term
vision of being “A life sciences company built on the
world’s very best fermentation biotechnologies.” Over
the years, the Group has brought the world Mitomycin
C and many other chemotherapeutic agents produced
by means of fermentation technologies. In the field of
antibody drugs, Kyowa Hakko was among the first
companies to adopt monoclonal antibody production
technology during the so-called biotechnology boom in
the 1970s, foresight that resulted in our current suc-
cess with POTELLIGENT® technology. In this way, the
Kyowa Hakko Group aims to be a unique company
essential to people the world over: a life sciences com-
pany that makes wide-ranging contributions to the
health and well-being of people through pharmaceuti-
cals and other beneficial products based on biotech-
nologies derived from fermentation, a traditional
Japanese technology.

The recently published IPCC* Fourth Assessment
Report outlines a future in which global warming
caused by fossil fuel consumption is a certainty. In this
era of environmental concern, wise corporate leader-
ship to chart a difficult course between growth strate-
gies and environmental protection is required. | would
like to ask for your continued guidance and encour-
agement in the coming years as Kyowa Hakko contin-
ues its quest to realize its long-term vision.

September 2007

Dr. Yuzuru Matsuda
President & Chief Executive Officer
Kyowa Hakko Kogyo Co., Ltd.

el
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POTELLIGENT® Technology

Kyowa Hakko has developed POTELLIGENT®
technology, an ADCC-enhanced antibody engi-
neering technology that dramatically increases
the activity of therapeutic antibodies, today’s
most closely watched biotechnology-based
pharmaceuticals. This technology enhances
cellular cytotoxicity by removing fucose, a
sugar chain that naturally occurs in antibody
molecules, and efficiently kills cancer cells and
other target cells. The technology is expected
to contribute to improvement in therapeutic
efficacy and medical care economics. In addi-
tion to application in therapeutic antibody
development at Kyowa Hakko, the technology
is actively being licensed out to pharmaceutical
and bioscience companies around the world.

For Tomorrow’s Healthcare

Dr. Kenya Shitara

Director, Antibody Business Office, Pharmaceuticals Business Unit, Kyowa Hakko

In 2006, Kyowa Hakko initiated clinical trials of KW-0761 and BIW-8405, two anti-
body therapeutics independently developed using POTELLIGENT® technology.
KW-0761 acts specifically on immune cells involved with allergic diseases and
leukemia/lymphoma cells, and is being developed for use in the treatment of these
diseases. BIW-8405, which acts specifically on a class of white blood cells known
as eosinophils, is being developed for the treatment of asthma. BIW-8405
is currently in Phase | clinical trial, and the development and market-
ing rights for Europe and North America have been licensed to
Medimmune, a major U.S. biotechnology company.

U.S. subsidiary BioWa is moving forward with POTELLIGENT®
technology out-licensing activities, and the technology has been
licensed to a total of nine companies (including two undisclosed
companies), such as Genentech, Biogen ldec, Medlmmune,
Medarex, and other leading antibody therapeutics companies

around the world.

POTELLIGENT® technology enhances antibody-dependent
cellular cytotoxicity (ADCC), an important physiological mecha-
nism of antibody therapeutics. Kyowa Hakko has also succeeded
in the establishment of COMPLEGENT™ technology, which
enhances complement-dependent cytotoxicity (CDC), another impor-
tant physiological mechanism. These technologies can be used con-
currently, and Kyowa Hakko plans antibody drug enhancement using
both technologies and promotion of out-licensing activities.

AKKO GROUP SUSTAINABILITY REPORT 2007

a

The BioWa, Inc. Story

BioWa is an antibody venture company established in Princeton, New Jersey, for
the purpose of strategically commercializing POTELLIGENT® technology. The com-
pany has exclusive licensing rights to POTELLIGENT® and COMPLEGENT™ tech-
nologies and engages in activities to out-license these technologies to clients.

The name BioWa was derived by combining “Biotechnology” and “Kyowa.” The
“Wa” in Kyowa means “harmony” in Japanese, and the company name reflects the
aspiration that the employees cooperate and work harmoniously to improve health
through advancements in life science and technology.

Kyowa Hakko established BioWa in February 2003, with only three employees. The
first president of BioWa was Dr. Nobuo Hanai, who was involved in antibody research and
played a main role in the establishment of POTELLIGENT® technology. He successfully
established BioWa'’s business in the United States, overcoming many difficulties. In April
2007, Dr. Masamichi Koike became president and is expected to achieve further develop-
ment of global technology licensing for POTELLIGENT® and COMPLEGENT™ to pharma-
ceutical manufacturers and bioscience companies.

The BioWa website President Koike (front row, second from the left) and the BioWa team
http://www.biowa.com/

New Drug Application in the U.S. for KW-6002 Anti-Parkinson’s Agent

On April 25, 2007, Kyowa Hakko filed with the U.S. Food and dopamine, efficacy decreases in long-term administration. KW-

Drug Administration (FDA) an application for approval of KW- 6002 acts to improve the motor functions of Parkinson’s dis-
6002 anti-Parkinson’s agent. Parkinson’s disease is an illness ease patients when used in combination with L-DOPA.
that strikes when a nervous system imbalance occurs as a KW-6002 is an agent that acts as an Adenosine Az2a recep-

result of lack of dopamine, neurotransmitter substance in the tor antagonist in the brain and is expected to become a new
brain. Although the mainstream therapy for Parkinson’s disease type of anti-Parkinson’s agent that can contribute to improve-
is administration of L-DOPA to replenish the decreased ment of Parkinson’s disease symptoms.

KYOWA HAKKO GROUP SUSTAINABILITY REPORT 2007 8



Specia
eature
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Hydroxyproline Derivative AHYP®
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Remake Fermented Coenzyme Q10

Tetsu_o Nakgno Akemi Kitamura
Marketing & Business Development Department, Kyowa Hakko Healthcare Products Development Center, Kyowa Hakko
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Takashi Kato

Manager, Education and Training Group, Marketing Department,
Pharmaceutical Business Unit, Kyowa Hakko

Motohiro Hayase

Manager, Yokohama No. 4 Sales Office, District Yokohama,
Tokyo Branch, Kyowa Hakko
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Corporate Governance

The Basic Approach to Corporate Governance
Kyowa Hakko’s corporate philosophy is to contribute to
the health and well-being of people worldwide by creat-
ing new value with the pursuit of advancements in life
sciences and technology. We have established the man-
agement organization and structures and are implement-
ing the measures needed to realize this philosophy. We
recognize that increasing the transparency of manage-
ment and strengthening management supervision are
important for continuously increasing corporate value
and are working to enhance corporate governance.

Strengthening Corporate Governance
and Internal Control
The Board of Directors and the Board of Auditors are the
foundation of Kyowa Hakko’s system of management
institutions. The Board of Directors consists of six direc-
tors, of whom one is an outside director, and four corpo-
rate auditors, of whom three are outside corporate
auditors (as of June 20, 2007). In accordance with audit
policies determined by the Board of Auditors, the corpo-
rate auditors attend important meetings, including meet-
ings of the Board of Directors. They also audit the
performance of the directors’ duties by surveying corpo-
rate operations and finances. The Company has estab-
lished the Management Meeting and introduced an
executive officer system to ensure efficient management
decisions and rapid decision making and has established
the Advisory Board (consisting of four outside advisors)
to strengthen the management structure and increase
management transparency and soundness.

At a meeting of the Board of Directors held in May
2006, Kyowa Hakko passed a resolution on a policy to
develop systems for ensuring the appropriateness of

B Corporate Governance Organization

business operations (internal control systems) and is
continuously developing systems based on specific
points of the resolution. The Audit Department, which
controls internal auditing, works with the corporate audi-
tors to conduct audits of business operations in the
Kyowa Hakko Group with regard to compliance with
laws, regulations and the Articles of Incorporation, and
from the perspective of management efficiency. It reports
the audit results and offers advice and proposals for
improvements and greater efficiency.

Managing Risk through In-house Committees
Kyowa Hakko has established in-house committees to
deliberate on basic policies of management and develop
responses to a variety of potential risk factors. These
committees submit annual reports on their activities to
the Board of Directors. The principal roles of the in-
house committees are described below.

¢ Risk Management Committee: Deliberates on measures to
implement group-wide risk management to identify potential
management risks; Assess risks from a group-wide perspective
and implements a risk response.

e Corporate Ethics Committee: Ensures and promotes legal
and ethical behavior in order to earn the confidence of the gen-
eral public; Formulates ethical codes of conduct for employees.
Focuses on the soundness and appropriateness of the corpo-
rate activities.

e Environment and Safety Committee: One of the President’s
advisory groups, debates basic policies relating to environmen-
tal protection and safety.

® Quality Assurance Committee: One of the President’s adviso-
ry groups, focuses on basic quality assurance policies.

¢ Information Disclosure Committee: Deliberates on important
matters relating to basic information policies and information
disclosure.

¢ Financial Management Committee: Focuses on the efficiency
of financing activities and discusses finance-related risks.

eInformation Security Committee: Discusses basic policies
relating to the protection and handling of confidential informa-
tion held by the Kyowa Hakko Group.

General Shareholders’ Meeting

— [
Board of Auditors \

Audit

dit Department

Audit Internal

Business Execution Organization

Functional Divisions
Pharmaceuticals Business Unit
Bio-Chemicals Business Unit
Kyowa Hakko Chemical

Kyowa Hakko Food Specialties
Other Subsidiaries and Affiliates

si0)pny 1uspuadapu|
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Officers’ Meeting

| Advisory Board

Advise

Advise

In-house Committees -

 Risk Management Committee

e Corporate Ethics Committee

© Environment and Safety Committee
 Quality Assurance Committee

e Information Disclosure Committee
¢ Financial Management Committee
e Information Security Committee
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Group Companies’ President’s Meeting

Basic Policy and Implementation Structure
The Kyowa Hakko Group regards compliance as a top
management priority and strives to promote corporate
ethics and ensure rigorous compliance with the law. The
Corporate Ethics Committee, established in July 1998,
has played a central role in the formulation of the Kyowa
Hakko Ethical Principles and the Kyowa Hakko Codes of
Ethical Conduct for Employees and the establishment of
the Ethics Hotline, an internal compliance-related report-
ing system. The Company has also established the
Corporate Ethics Department, a dedicated organization
whose role is to ensure the observance of corporate
ethics and compliance throughout the Group in Japan.

The structure for promoting corporate ethics is
shown below.

Board of Directors
Report Guidance
Director of Ethics

m
= Corporate Ethics Committee
w
g
2 Corporate Ethics Department
E—S
Report, Consult 4 Education

Each Office’s Managers
-

uoneanpg

Regular and Temporary Employees

Education and Awareness Activities

Kyowa Hakko emphasizes education and awareness
activities to ensure that all employees, including corpo-
rate officers, recognize the importance of corporate
ethics and acquire correct knowledge about ethics. We
engage in the following cornerstone education and
awareness activities once each year.

e Corporate ethics lectures: We hold lectures for corporate
officers, business site managers and general managers.
Depending on the specific topic, these lectures are conducted
by attorneys, university professors or other outside instructors.

e Corporate ethics briefing sessions: We hold briefing ses-
sions for all corporate officers and employees as collective
instruction conducted at individual business sites. The topic
changes each year, and the Corporate Ethics Department
conducts the briefings.

e E-learning instruction: We provide ethical instruction cen-
tered on case studies for officers and employees. Once each
year we use the e-learning system to conduct an ethics check
(@ monitoring activity) by which all officers and employees
review their own day-to-day behavior.

Corporate Ethics and Compliance

In addition to these activities, we continuously con-
duct department-level training about relevant laws, regu-
lations and rules.

Shared Widely Via the Intranet

The Corporate Ethics Department has opened its own
website on the intranet of Kyowa Hakko. The website
features Kyowa Hakko's ideas and system on corporate
ethics, a guide to the “Ethics Hotline” as an internal com-
pliance-related reporting system and other essential
information on corporate ethics. The website also releas-
es the monthly “Corporate Ethics News,” which has
some comments from the Corporate Ethics Department
on the latest topics.

Information Security, Personal
Information Protection, Control of Trade
Kyowa Hakko recognizes the importance of information
control in a corporation. We implement information
security measures and respond to various societal
requirements by putting in place internal systems and
regulations and conducting training to ensure compli-
ance with laws, regulations and rules, including the Act
on the Protection of Personal Information and security
export control laws and ordinances.

»» Management Guideline & Points

Extracts from the “Kyowa Hakko Ethical Principles”
Management Guideline |

We will respect corporate ethics and also fulfill social
responsibilities.

Key Points |
The Company will comply with the law, self-imposed
restrictions and the highest ethical principles in all business
practices.

While the Company is a for-profit organization, it will not seek
to realize gain or advantage that cannot be obtained without
violating the law or compromising its ethical principles.

The Company will engage in fair, transparent and free
competition and transactions in all business activities. The
Company will maintain sound and proper relationships with
political or administrative organizations and any other inter-
ested parties.
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Customer-centered Quality Assurance

Triple-check Quality Assurance System
The Kyowa Hakko Group consists of three companies,
which are active in four business fields. We maintain a
triple-check system to confirm that quality assurance
systems function properly from the customer’s perspec-
tive by maintaining quality assurance units at each manu-
facturing site (plant), quality assurance units for each
business field and the Quality Assurance, Environment
and Safety Department, which provides group-wide
audit support.

Kyowa Hakko
Quality Assurance, Environment and Safety Department

Pharmaceuticals Bio-Chemicals

=
| Quality Assurance Department

1

l Quality Assurance Section

Quality Assurance Department '

Quality Assurance Section l

Plant Plant

-
J

Kyowa Hakko Chemical 1 ( Kyowa Hakko Food Specialties )
Chemicals Food

Environment Safety & Quality Assurance Department Quality Assurance Department

Quality Assurance Section

Quality Assurance Section

Plant Plant

Overall support from the Quality Assurance,
Environment and Safety Department

< Quality assurance for each business field
Quality assurance and control at each plant

»» Management Guideline & Points

Customers

| Management Guideline |
We will provide products, services and information that are
superior in terms of quality and function in accordance with a
policy of placing top priority on customer satisfaction.

Points (Extract)

We will create products, services and information that satisfy
customers, are at the forefront of the era and have new value.

We will seek to engage in consultative selling grounded in
the point of view of our customer and provide high-quality
information and heartfelt service.

We will diligently work toward group-wide cooperation to
disseminate customer feedback with the aim of quickly
responding to customer needs and complaints.

We will actively collect safety information and incorporate it
into products, services and information while making the
necessary disclosures to customers.

We will closely examine raw materials and create quality
through sophisticated manufacturing processes.

We will implement such international quality assurance sys-
tems as GMP, ISO and HACCP to improve manufacturing
and quality management.

We will collaborate with outsourcing partners and suppliers
and strive to ensure the quality of outsourced products and
raw materials.
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Ensuring the Appropriate Use of
Pharmaceuticals

Kyowa Hakko provides information about the appropri-
ate use of pharmaceuticals in various forms, including
prescribing information, interview forms, product
overviews and instruction sheets, as well as responses
to telephone, e-mail and mail inquiries. This work is han-
dled by the Medical Information Center. The number of
inquiries handled has gradually increased, and the total
number in fiscal 2006 rose by 2,000 from the previous
year to exceed 27,000. More than three-fourths (75.7%)
of telephone inquiries were from pharmacists, and the
number of inquiries from pharmaceutical wholesalers is
on the rise. It is likely that the increase is attributable to
the launch of the new drugs Patanol and Bothdel, drug
price revisions and the launch of generic drugs corre-
sponding to Kyowa Hakko products. In April 2007, we
introduced a system to record all telephone calls as a
part of risk management, and a customer recognition
system with the aim of increasing customer satisfaction.

Medical Information Center

Breakdown of the Number of Telephone Inquiries in FY 2006

Industry participants Group employees
1.7% 4.8%

Patients and others Distributors
2.4% 10.8%

Other medical professionals
1.1%

Doctors 3.5%

Pharmacists
75.7%
Change in Number of Inquiries
(Inquiries)
30000
27,903
25,715
21,927
20000 . . i .
16.383
10,000 10,080

2001 2002 2003 2004 2005 2006

Relations with Shareholders and Investors
The Kyowa Hakko Group regards investor relations as
an important management priority and endeavors to pro-
vide shareholders and investors with business informa-
tion in a manner that is timely, appropriate and fair. We
have established a disclosure policy to ensure the infor-
mation benefits our customers, employees, society,
shareholders, investors and other stakeholders. Our aim
is to communicate a wide variety of information about
the Kyowa Hakko Group as one element of sincere and
highly transparent management.

Disclosure Policy
Based on the principles of transparency, fairness
and consistency, Kyowa Hakko strives to provide
timely, accurate disclosure of information to share-
holders and other investors in accordance with the
Financial Instruments and Exchange Law and the
timely disclosure rules of the Tokyo Stock Exchange
(TSE). In addition, Kyowa Hakko is committed to the
timely and active disclosure of other information that,
in the judgment of the Company, will be effective in
helping shareholders and other investors to under-
stand Kyowa Hakko.
(Established September 2006)

Shareholder Composition (As of March 31, 2007)

Securities companies
2.61%

Other corporations
4.23%

Foreig

Financial institutions
47.30%

Individuals
26.27%

Total 399,243,555 shares (61,247 shareholders)

Analyst meeting on financial results held on April 27, 2007

Investor and Partner Relations

Analyst Meetings

Kyowa Hakko holds meetings at which the CEO explains
to institutional investors, securities analysts and mass
media representatives the financial results for the interim
period and fiscal year. Interested parties unable to attend
the meetings may obtain accounts of the meetings from
the Kyowa Hakko website for

shareholders and investors. .EL
The CEO and other corporate
executives strive to actively '_.t
disclose business information 21
at all times and visit overseas

investors each year.

Kyowa Hakko Website for Shareholders and Investors
http://ir.kyowa.co.jp/english/index.cfm

Reports for Shareholders and Investors

—“To Our Shareholders” and the Annual Report—
Kyowa Hakko sends the report “To Our Shareholders”
(formerly the business report) to shareholders twice a
year and posts the report on its website for viewing by
investors other than sharehold-
ers. We distribute a printed o
English-language annual report
for overseas investors and post
the English version and
Japanese version of the report
on the corporate website.

Annual Report 2007

Relations with Business Partners

Since 2000, the Kyowa Hakko Group has conducted a
questionnaire survey among our principal suppliers of
raw materials, packaging materials and other items seek-
ing information on green procurement. The survey helps
to clarify our request for their cooperation in environmen-
tal consideration. The survey in 2005 covered the estab-
lishment of environmental management systems and
chemical substance usage restrictions. For 2007, we are
considering a change from green procurement to CSR
procurement.
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Employee Relations

Employee Training
In parallel with the corporate-culture reform initiatives (For
details, see page 21, Sustainability Report 2006.), Kyowa
Hakko also devotes considerable effort to human resource
development. Employee training is broadly divided into
rank-based training, upper management training, organi-
zational culture reform and support for employee
upskilling. There are also numerous programs specific to
individual business operations, including business
upskilling courses. Kyowa Hakko regards human resource
development as a key management priority and will con-
tinue to enhance and strengthen programs in this area.
There are also educational and training programs
designed to raise employee’s environmental and safety
awareness. Furthermore, we have created an ecology
page in the employee newsletter that provides employ-
ees with timely information concerning the environment,
health and safety.

Mission & Action for Progress (MAP)
System

In April 2005, Kyowa Hakko radically revised its existing
skill-development programs and introduced a manage-
ment tool named the “Mission & Action for Progress”
(MAP) system. The aim of this management approach is
to speed up the achievement of operational priorities
through appropriately repeated plan-do-see (PDS)
cycles. The MAP system is used as a tool to promote
communication between employees and supervisors.
Work targets and expectations about approaches to
work are clearly defined and result assessments are
clearly explained.

Women account for over 1% of the managers at
Kyowa Hakko. Through the ««URUQI (motivation) Project
and other activities, Kyowa Hakko is seeking to expand
opportunities for women.

Active Challenge System

(Internal Job-posting Program)

Kyowa Hakko operates an internal job-posting system
and a free-agent (FA) system for its employees. Job
details are posted on an internal website. The aim of this
recruitment method is to match the needs of the work-
place with the ambitions and career goals of employees.
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Award System

Kyowa Hakko presents a variety of awards, including the
President’'s Awards and awards for inventions, in recog-
nition of especially meritorious achievement by employ-
ees. (For details, see page 18, Sustainability Report
2002.) Employees who have made significant contribu-
tions in the areas of the environment, safety, or quality
are also recognized under this system.

President’s Award ceremony

Childcare Support Measures

Out of desire to provide childcare support for employees,

Kyowa Hakko has prepared the following programs joint-

ly with the labor union for study and sequential imple-

mentation.

e Implementation of support systems for employees
who take childcare leave (implemented in 2006)

e Enhancement of the system providing reduced work-
ing hours for childcare (implemented in 2006)

e Assistance for childcare service expenditures (under
consideration)

e Active publicizing of internal systems, information pro-
vision and development of a consultation system
(implementation planned for 2007)

e Publicizing of systems pertaining to the Childcare
Leave Law (implementation planned for 2007)

Employment of Workers with Disabilities
Kyowa Hakko’s rate of employment of people with dis-
abilities increased from 1.54% in June 2005 to 1.9%, the
standard in the Law for Employment Promotion, etc. of
Persons with Disabilities, in June 2006. The figure of
2.02% in June 2007 satisfied the legal standard. Kyowa
Hakko will continue to implement workplace environment
improvements consistent with the aptitudes and lifestyles
of individual employees.

Labor-management Communication

Both management and labor recognize the importance
of communication as the basis of labor-management
relations in Kyowa Hakko, and there is a shared commit-
ment to problem solving through proper consultation.
The key forums for labor-management communication
are the Management and Union Communication
Councils at central and site levels, which are used to dis-
cuss issues relating to corporate management and oper-
ational policies. The forum for consultation on salaries
and working conditions is the Remuneration Committee.
Meetings of the Management and Union Communication
Councils and Remuneration Committee are convened
from time to time to facilitate the resolution of issues that
arise in relation to reforms under the current medium-
range management plan. Labor and management are
working together in the spirit of cooperation to ensure
the survival and growth of business operations as the
source of employment.

Central Management and Union Communication Council

Mental Health Initiatives

On the basis of the General Outline for Measures to
Create Lively Workplaces, which focuses on mental
health, since 2006 Kyowa Hakko has implemented
comprehensive measures based on four types of mental
health care: self-care, care provided by line managers,
care provided by industrial physicians and healthcare
staff and care utilizing external resources. We have pro-
ceeded with group-wide development of systems
throughout Japan for the maintenance and promotion of
mental health, and since 2006, have conducted stress
diagnosis for all employees and provided feedback to
enable individual employees to implement stress coun-
termeasures. Eighteen employees have obtained indus-
trial counselor qualifications and act as mental health
promoters in workplaces.

Masahiro lwamoto
Industrial Counselor
General Affairs Section
Kyowa Hakko Food
Specialties Tsuchiura Plant

An article with the headline “Sharp Increase in Emotional
Disorders among Company Employees in Their 30s” recent-
ly appeared in a newspaper. While the pressure of results-
oriented jobs is one cause of increased emotional disorders,
another cause mentioned in the article as exerting a signifi-
cant impact is the workplace environment, for instance a
decrease in workplace communication.

At the Tsuchiura Plant, we have independently conduct-
ed communication training since the year before last with
the aim of improving communication by working on two
points: listening skills and stroking*. Although companies
implement various measures to promote mental health, |
feel that what is most necessary is to create personal rela-
tionships and workplace relationships that enable people to
talk freely when they have problems or worries.

*The term “stroking” refers to various forms of encouragement that affirm
the existence and value of others. Means of stroking are “skinship” (such
as shaking hands or hugging), language (such as words of praise or
encouragement) and nonverbal signals (nodding, watching intently).

»» Management Guideline & Points

Employees
Management Guideline

We will establish a motivating workplace by promoting the
enhancement of individuals’ abilities and creativity, as well as
emphasizing fair evaluation and treatment of employees.

Points (Extract)

We will nurture a corporate culture that encourages proac-
tive and creative work by providing opportunities for
employees to demonstrate these qualities.

We will carry out thorough evaluations and award compen-
sation based on work, special skills and performance.

We will upgrade training programs and a self-improvement
system.

We will provide support programs for financial planning.
We will ensure a safe and hygienic workplace.

We will create a work environment that fosters both mental
and physical health.

We will create a work environment that enables every
employee, including senior citizens, women, people with
disabilities and foreigners, to demonstrate their abilities.

We will create an environment in which employees can act
as members of the community and participate in activities to
improve the community.
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Occupational Safety and Health

Occupational Safety and Health
Management Systems, Risk Assessment
The Kyowa Hakko Group engages in safety and health
activities in accordance with the Management Guidelines
for Safety and the Environment (see page 25). On the
basis of the Environment and Safety Policy, Group
organizations individually decide policies, objectives, tar-
gets and plans and engage in safety activities in accor-
dance with their business circumstances. Progress is
checked in annual safety audits, improvements are sys-
tematically implemented, and the audit results are report-
ed to management at meetings of the Environment and
Safety Committee and reflected in the action plan for the
following year.

When starting up new businesses or changing exist-
ing businesses or processes, we conduct risk assess-
ments of technical and production processes, facilities
and machinery, and chemical substances. The Company
seeks to minimize risk by eliminating or mitigating risk fac-
tors in accordance with the danger or hazard risk level by
conducting safety and environmental impact studies. In
fiscal 2006, to enhance risk assessments, we began
training in comprehensive safety standards for machinery
targeting managers with responsibility for environmental
and safety matters and facilities managers of production
and research bases. Affiliated companies identify dangers
and hazards and engage in risk mitigation activities by
means of close-call analysis hazard prediction training
and risk assessments.

Training in comprehensive safety standards for machinery

Accident Statistics

In fiscal 20086, as in fiscal 2005, the number of accidents
resulting in lost working days at Kyowa Hakko, Kyowa
Hakko Chemical, Kyowa Hakko Food Specialties and
Kyowa Medex was zero, and the occupational injury fre-
quency rate*' and severity rate*? remained zero. As indi-
cated in the following graph, Kyowa Hakko has
maintained an occupational injury frequency rate that
ranks among the best in the chemical industry. For the
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Kyowa Hakko Occupational Injury Frequency Rate

20 All industries (Average)
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Kyowa Hakko Group (domestic companies) including
Kyowa Hakko, the number of accidents resulting in lost
working days was zero.

*1 Defined as the number of injuries resulting in lost days per million working hours
*2 Defined as lost days per thousand working hours

Awards
We received or set a number of major awards and acci-
dent-free records in Fiscal 2005 and 2006.

2006

Ministry of Health, Labour and Welfare Class 1 Safety
Record (6.2 million accident-free hours) Hofu Plant

Certificate awarded by the Japan Industrial Safety and
Health Association (JISHA) in recognition of a new acci-
dent-free record for the organic chemical industry
(22.76 million accident-free hours) (above, left) Kyowa
Hakko Chemical Yokkaichi Plant

Green Cross Award (for individuals) Kyowa Hakko
Chemical Yokkaichi Plant

Minister of Health, Labour and Welfare Safety Award
(above, right) Sakai Plant

2005

Certificate awarded by the Japan Industrial Safety and
Health Association (JISHA) in recognition of a new acci-
dent-free record for the organic chemical industry
(22.12 million accident-free hours) Kyowa Hakko Chemical
Yokkaichi Plant

Ministry of Health, Labour and Welfare Class 3 Safety
Record (14 million accident-free hours) Fuji Plant

Japan Association for Safety of Hazardous Materials
Chairman’s Award Kyowa Hakko Chemical Sakai
Distribution Center (Chiyoda Kaihatsu Osaka Sales Office)

Accident Prevention Assessments

To prevent fires, explosions and other safety-related
accidents, the Kyowa Hakko Group implements safety
activities centered on risk assessment. It is important for
a manufacturing plant that is surrounded by residential
areas to minimize the impact outside plant premises,
should a malfunction occur. Accordingly, Kyowa Hakko
conducts rigorous accident prevention assessments and
implements accident prevention measures. Although a
small fire broke out on December 25, 2006 at Kyowa
Hifoods when sparks from a metal cutting machine ignit-
ed rubbish in a dust collector exhaust duct, the fire was
extinguished in early-stage firefighting. The company
undertook improvements in equipment and procedures
to prevent a recurrence and resumed production.

Plant Emergency Drill (Hofu Plant)

On June 9, 2006, the Hofu Plant and the Hofu City Fire
Department jointly conducted a comprehensive disaster-
preparedness drill that simulated an alcohol tank explo-
sion and fire. The drill was conducted due to a previous
bitter experience with an explosion and fire accident and
the reorganization of the
plant fire brigade.

Emergency Drill (Hofu Plant)

Measures to Prepare for a Major Earthquake
The Kyowa Hakko Group in Japan is determined to fulfill
its social responsibilities as a manufacturer, particularly
its responsibilities as a supplier of pharmaceuticals. The
Group has made preparations that include the dispersal
of production and distribution operations, the earth-
quake-proofing of buildings and the preparation of man-
uals and other measures regarding equipment and
procedures. It also makes periodic reviews of these
preparations. Kyowa Hakko has augmented its emer-
gency communication system by installing satellite cellu-
lar telephones at all business sites, including sales
offices, and engaging in twice-monthly broadcast drills.
Each November, the Fuji Plant conducts disaster-
preparedness drills in preparation for an earthquake in

Security and Accident Prevention

the Tokai region. In 2006, the plant confirmed the extent
of its response capability by means of emergency instruc-
tions issued from the fire department to the brigades dur-
ing training with no advance disclosure of the instructions.
The plant intends to continue with practical drills based
on emergency situations. Furthermore, the plant has
established procedures for the provision of support to
area residents in times of earthquake emergency. These
include maintaining a primary evacuation site; the provi-
sion of food, water, bedding and other commodities;
temporary lavatory facilities and firefighting and lifesaving
services. In 2006, Kyowa Hakko headquarters conducted
a fire and emergency evacuation drill and an emergency
response headquarters establishment drill. Based on the
results, in June 2007 we introduced a safety confirmation
system for employees and their families for use in an
earthquake emergency. The headquarters and sales
offices have stockpiled drinking water and food and
deployed radios, helmets and other emergency supplies.

Distribution Safety
The Kyowa Hakko Group maintains a 24-hour emergency
response system to rapidly deal with emergencies during
the transportation of chemicals and alcohol. We have
introduced the Yellow Card and Container Yellow Card
systems and thoroughly
instruct distribution and
transportation workers
in disaster response
methods. There were no
distribution-related acci-
dents during fiscal 2006.

Checking the Yellow Card
(Kyowa Hakko Chemical Chiba Plant)

»» Emergency Action Guideline

Guideline for Action |

The basic principles for individual action are awareness of
one’s role as an official member of society and consideration
of how one should act in relation to society.

Points
» Consideration for human life and health is the first priority.

*We will strive to minimize impacts on customers,
shareholders, suppliers, consumers and communities.

*We will give priority to humanitarian and social contribution,
even if this causes a temporary disadvantage to the Company.

*We will take all possible care to protect and conserve the
environment.

*We will maintain a high standard of transparency and disclose
accurate information as part of corporate governance.
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Lecture given by Toshikazu Kamiya,
a general manager at the Center

Community Relations

Responsible Care (RC) Community Dialog
(Ube Plant)

Kyowa Hakko actively participates in community dialogs
conducted by the Japan Responsible Care Council.
Each year, the Ube Plant participates in a Responsible
Care Community Dialog meeting in the Ube-Onoda
District held jointly by five Japan Responsible Care
Council member companies. The 2007 meeting drew
about 50 participants, including representatives from res-
idents’ associations, environmental non-governmental
organizations and public administration. Plant tours (of
Central Glass Co., Ltd. Ube Plant) and explanations of
environmental activities from the member companies
were followed by vigorous questions from area residents
concerning odor,
chemical substances,
global warming coun-
termeasures, public
relations activities and
individual company

presentations about L
: ; The Ube-Onoda District Responsible

their environmental Care Community Dialog meeting

and security activities.  (March 15, 2007)

Health Promotion Lecture (Fuji Plant)

The Fuji Plant holds health promotion lectures for area
residents on the topic of contributing to the health and
well-being of people, the central tenet of Kyowa Hakko'’s
corporate philosophy. In October 2006, Toshikazu
Kamiya of the Healthcare Products Development Center,
delivered the second lecture in the series, titled The
Function of Amino Acids in Health Maintenance and
Promotion. He indicated that people can expect health
maintenance and promo-
tion benefits from know-
ing the characteristics of
specific amino acids and
skillfully selecting and
ingesting amino acids
suited to their individual
health conditions and
lifestyles.

Plant Tour (Sakai Plant)

Fifty-two members of the Sakai City Town Development
Expedition toured the Sakai Plant during an expedition in
the vicinity of the plant, where a gunsmith shop from the
Edo period and other historical structures remain.
Following a general explanation of the company and
plant, the participants toured the plant grounds, where a
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red-brick building that
housed the pilot plant for
Japan’s first commercial
manufacturing of syn-
thetic acetic acid and
other structures of his-
torical interest remain.

Members of the Town Development
Expedition

Cook Mama Invitational Table Tennis
Tournament

The 13th Cook Mama Invitational Table Tennis
Tournament, supported by the Japan Table Tennis
Association, drew 720 mothers living in Tokyo,
Kanagawa, Saitama and Chiba who are competitive
table tennis players. The participants took advantage of
the rare opportunity to compete against peers from other
prefectures in hotly contested matches. The event fea-
tured a rally and demonstration matches with members of
the Kyowa Hakko J ;
Table Tennis Team,
and the spectators
responded to super
plays, bloopers and ;
other thrilling action B%

with applause and o o
smiling faces. A hard-fought table tennis match

(February 2007, Yokohama Cultural Gymnasium)

Participation in the Kasumigaura Water
Quality Conservation Network Exchange
Project

The Tsuchiura Plant of Kyowa Hakko Food Specialties
has been awarded the Ibaraki Prefecture Governor’s
Environmentally Friendly Company Award (Environmental
Project Category) in recognition of its achievements in
separated collection of trash and recycling promotion
activities.

In a lecture for citizens’ groups on the theme Thinking
About the Problem of Trash, the plant delivered an activi-
ties report titled Kyowa Hakko’s Waste Recycling
Program. People involved with Lake Kasumigaura envi-
ronmental problems attended the lecture and listened
intently, indicating a high level of interest and concern
about the problem of trash.

Science Experiment Classes

Kyowa Hakko conducts science experiment classes to
communicate the fun and fascination of science. The
Hofu Plant’s Technical Research Laboratories have
planned voluntary science classes for local junior high
schools. Since 2000, the Biofrontier Laboratories have
operated a program by which volunteer researchers visit
elementary, junior high and senior high schools with the
Bio-adventure Mobile Laboratory, a dedicated vehicle
filled with a variety of experimental equipment, to “deliver”
instruction about the
mechanisms of genes,
beneficial microorganisms
and other science topics.
Kyowa Hakko engages in
other activities closely tied
to host communities, such
as the Children’s Science

A class sponsored by Hofu Plant taught using ~ EXperiments and Junior
microphotographs of amino acid crystals

Science School.

The Kato Memorial Bioscience Foundation
In fulfillment of the desire of Kyowa Hakko founder Dr.
Benzaburo Kato to promote the advancement of science
and technology, The Kato Memorial Bioscience
Foundation provides in wide-ranging research support
for young researchers who aim to conduct creative, pio-
neering research in the field of bioscience. In fiscal 2006,
the foundation supported 28 research projects.

Nippon Keidanren 1% Club

Kyowa Hakko participates in the activities of the Nippon
Keidanren 1% Club, a group established by the Nippon
Keidanren (the Japan Federation of Economic
Organizations) for companies that devote at least 1% of
their ordinary income to fund social contribution activi-
ties. We engage in activities that include support in the
fields of general and social education and academics
and research as well as the provision of assistance for
victims of the Chuetsu Offshore Earthquake.

Nineteenth Asahi Young Session
In a lecture titled Pursuing the Answer to the
Mystery of Allergies delivered on March 10,
2007, Dr. Kimishige Ishizaka, the immunolo-
gist who discovered immunoglobulin E and
elucidated the mechanisms of allergy, spoke
to high school students and other youths
about dreams, aspirations and guiding prin-
ciples for living.

WWF Japan

The World Wide Fund for Nature (WWF), one of the
world’s largest conservation non-governmental organi-
zations, engages in environmental conservation activi-
ties in about 100 countries around the world. WWF
addresses six critical issues: forests, freshwater ecosys-
tems, marine ecosystems, endangered species, climate
change and toxic chemical substances. The WWF’s
activities are all supported by donations from individuals
and corporations. Kyowa Hakko provides support as a
corporate member.

Distribution of Braille Calendars to
Schools for the Blind Nationwide

Each year since 1994, Kyowa Hakko has produced
Braille calendars for people with visual impairments and
distributed them free of charge to schools for the blind
nationwide. We delivered about 4,000 copies of the
2007 edition of the calendar to 71 schools across Japan.
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»» Management Guideline & Points

Management Guideline |

We will strive for management that is open to society and also
vigorously adopt thinking based on global standards.

[ Points (Extract)
We will carry out corporate activities that aim to realize growth
that is in harmony with the communities in which we have
operations, thus contributing to the development of society
and the economy.

We will work to earn the understanding and trust of local com-
munities through communications, including the exchange of
information, and participation in social contribution activities.

We will carry out social contribution activities that will provide
the young people who will lead the next generation with guid-
ance for their lives and dreams to follow.

We will respect the culture and customs of the regions in
which we operate—both inside and outside Japan.

In the event of a disaster, we will work closely with the local com-
munity in aid activities as well as recovery and reconstruction.
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Guidelines for Safety and the Environment

O Management Guidelines for Safety and the Environment

“Work to protect the environment and maintain safety and also provide products with consideration of the
environment and safety.” (Introduced in March 1999)

N\

We declare with profound respect for all living things that, in accordance with the “Basic
Policies for Health, Safety, the Environment and Product Safety,” we will carry out Responsible
Care activities extensively to preserve health, safety and the environment, as well as step up
quality assurance to ensure the safety of consumers in our daily business activities. (Introduced in April 1996)

The Kyowa Hakko Group establishes annual environ-
ment and safety policies and decides objectives, targets
and plans for the environment and safety on the basis of
the Basic Policy on Health, Safety, the Environment and
Product Safety, which was formulated in January 1996.
The Group has built an environment and safety manage-

Environment and Safety Management

ment system based on the integration of ISO 14001 and
Occupational Safety and Health Management Systems
(OSHMS). Kyowa Hakko is in the process of integrating
ISO 14001 at the head office, production and research
facilities, and distribution units.

 Basic Policy on Health, Safety, the Environment and Product Safety

Kyowa Hakko’s policy formulated at its establishment is to “contribute to the health and well-being of peo-
ple worldwide by creating new value with the pursuit of advancements in life science and technology.”
Based on this policy, we will exert ourselves to realize an affluent society by conducting business activities
with scientific consideration for health, safety, the environment and product safety throughout the whole life
cycles of our products, from research and development through production, marketing, use and disposal,
as well as by making efforts to ensure the quality and safety of our products, taking the safety of con-
sumers as a matter of the greatest importance.

O Guidelines for Action

As our first rule, we should strictly control ourselves with profound respect for all living things and with
modesty toward science, prove ourselves worthy of public confidence, and contribute to the growth of a
healthy and affluent society. Therefore, we should advance our business activities under the following prin-
ciples, with the protection of human beings and the environment, as well as the safety of consumers, as
our first consideration.

@ Along with the establishment of the basic policies and control systems for health, safety, the environment
and product safety as our highest principles in the management of Kyowa Hakko, we strive to enhance our
employees’ consciousness of health, safety, the environment and product safety by making these princi-
ples generally known to them and to advance our activities under these principles from a global standpoint.

® We observe international regulations, as well as domestic laws, rules, regulations and agreements rele-
vant to health, safety, the environment and product safety, in cooperation with relevant foreign and
domestic agencies and organizations and make efforts to raise our level of control over these principles
by observing our self-imposed control standards and utilizing auditing systems.

® Together with our efforts to ensure the safety of our business activities and to reduce negative impact on the
environment, we strive to ensure the quality of health, safety, the environment and product safety throughout
the whole life cycles of our products by engaging in overseeing the purchase of raw materials; the produc-
tion, transportation and sale of products; and the use and disposal of products by our consumers.

O We carry out assessments of health, safety, the environment and product safety prior to the development
of new technologies and products, the transfer of technologies and the start of novel businesses. These
assessments enable us to ensure our products meet the highest standards with respect to such tech-
nologies throughout the whole life cycles of such products commencing in the planning stage.

@ We contribute to health, safety, the environment and product safety on a global scale by working actively
toward the development of “earth-friendly” technologies and products as well as toward the development
of energy-conservation and resource-conservation technologies.

® We concentrate our efforts on research and development to keep abreast of scientific progress, and we
strive to strictly assure the usefulness and safety of our products.

(Introduced in January 1996)
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M Environment and Safety Management

Managerial Review and Policy Decision

The Environment and Safety Committee, made up
of the presidents of Kyowa Hakko Business Units,
Functional Division executives, the presidents of

Kyowa Hakko Chemical and Kyowa Hakko Food
Specialties and a union representative, reviews .
environmental and safety activities and discusses lon

new environment and safety policy in light of N
regulatory and industry trends. Following the
Committee’s deliberations, the CEO of Kyowa

Hakko decides the policy.

There are two types of audits: those conducted by
Kyowa Hakko alone and those conducted jointly
by Kyowa Hakko with Kyowa Hakko Chemical or
Kyowa Hakko Food Specialties.

Environment and Safety Conference
and Policy Announcement

Kyowa Hakko’s annual environment and safety
policy is announced at an Environment and
Safety Conference that convenes once a year

Continuous and is attended by the environmental and safety
Improvement

managers at Kyowa Hakko Group business sites
and affiliated companies. These form the basis
for the policies, targets and plans that guide the
n environmental and safety activities of individual
business sites and affiliated companies.

Scope of Activities

Environmental protection

Safety, health, security, accident
prevention

Product and chemical safety
Distribution safety

Earthquake preparedness

Communication

Environmental and Safety Audits

An overview of the environmental and safety audits con-
ducted with respect to the Kyowa Hakko Group and affil-
iated companies is provided in the table below.

M Environmental and Safety Audits

Scope All sites of Kyowa Hakko, Kyowa Hakko Chemical
and Kyowa Hakko Food Specialties (9 plants, 2
research laboratories, 8 sales bases, headquarters)
14 consolidated and non-consolidated subsidiaries
(production, engineering, transportation)

Items Progress with policies, objectives and targets; com-
pliance with environment and safety laws; environ-
mental safety-related risk management; progress
with the Kyowa Eco-project, consideration of safety
at business partners and other matters

Auditors | Environment and safety director, qualified ISO audi-
tors, environment and safety officers of the busi-
ness units, Kyowa Hakko Chemical and Kyowa
Hakko Food Specialties, local union representatives

Frequency | Kyowa Hakko, consolidated and non-consolidated
subsidiaries in Japan: once a year, overseas sub-
sidiaries: once in three years

In fiscal 2006, the results of a total of 38 audits performed
at all business sites of Kyowa Hakko and its consolidated
subsidiaries, most business sites of non-consolidated
subsidiaries and overseas business sites revealed no
major legal infringements or environmental accidents.

Complaints

In fiscal 2006, nine complaints were received about
Kyowa Hakko Group plants in Japan and overseas (fol-
lowing nine complaints in fiscal 2005): six complaints
about noise or vibration, one complaint about odors and
two complaints about dust. We regret the inconvenience
caused to residents in nearby areas due to demolition
work and other activities and have taken prompt action to
prevent the recurrence of these problems. We will pay
heed to these complaints in environmental assessments
and aim to reduce the number of complaints to zero.

KYOWA HAKKO GROUP SUSTAINABILITY REPORT 2007 24




~ 9oUBWLIOLISd [EJUSWUOIIAUT

14

Environmental, Safety and Product Safety Assessments

M Environmental, Safety and Product Safety Assessments

Environmental

Protection

5"§afety, Hygiene, Securi,‘

 Accident Prevention

Product Safety
Quality Assurance

Environmental impact of raw materials
Environmental impact of processes
and their elimination

Assessment at Recycling of waste materials

the R&D stage Life cycle assessment
Environmental impact of products after
use, et al.
Environmental impact, capacity of
removal facilities

Assessment at Local impact of processes

the manufacturing Compliance

stage Community dialog on important issues

Assessment at Information about responses to leaks

and other problems
Environmental impact of distribution

the sales and
distribution stage

Hazard/toxicity of raw materials Safety of raw materials, impurities
Safety of sub-reaction products Product safety and stability

Past examples of occupational injury Handling safety

Process safety

Occupational injury prevention Quality assurance

measures Change control
Process safety Product liability response
Compliance Compliance

Conformity to comprehensive safety
standards for machinery
Change management

Information about responses to fires Preparation of product handling
and other contingencies manuals
Compliance

Assessment at Content of information provided to Content of information provided to Provision of product information
TP customers customers Content of labeling

th%l:jt,lllzatloln t Content of Labeling Responding to consumer requests

and disposal stage Recycling and complaints

Reference: Environment and safety management regulations, environmental and safety Quality assurance regulations

Systems and regu|ations assessment regulations, environmental and safety standards for chemical substances 1SO 9000s, GMP

Joint Environmental and Safety Assessments

B Kyowa Foods (Jiangyin) Co., Ltd.
Kyowa Foods (Jiangyin) is a new company that was estab-
lished in November 2005 and began production in January
2007. The company, working in tandem with previously
established Wuxi Xiehe Food Co., Ltd., manufactures nat-
ural seasonings, Japanese seasonings and seafood sea-
sonings, among others. The company engages in
environmental and safety activities in accordance with its
policies of rigorously observing environmental protection
laws, while putting safety first and assuring work safety,
traffic safety and health. Once each month, the company
holds a safety meeting to share information, such as close-
call reports and safety patrol reports. The company has
identified issues involving wastewater treatment facilities
and safety education and training for new employees and
is taking measures to address them.

—

—
at
ih

A joint environmental and safety assessment

B Kyowa Hakko Pharmaceuticals (Suzhou) Co., Ltd.
The Suzhou Pharmaceuticals Plant is a new plant con-
structed in April 2006 in Suzhou Industrial Park (a state-
owned industrial park developed and certified by the
Chinese government). Electricity and steam supply and
other infrastructure are extremely well developed, and to
date, no emergency plant shutdown due to power outage
or other infrastructure failure has occurred. Validation work
for manufacturing is proceeding smoothly, and the compa-
ny has commenced manufacturing of some products.
Future plans call for the plant to apply for and obtain a
manufacturing license for tablets, principally the integrated
manufacture of Coniel® tablets. The company provides
education and training concerning safety and engages in
awareness movies at monthly general meetings.

The plant management team
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Safety and Environmental Consideration in Chemical Products

Safety Assessment of Chemical Products
The Kyowa Hakko Group conducts international chemi-
cal product safety assessments in cooperation with the
Japan Chemical Industry Association and the Japan
Plasticizer Industry Association. The Organization for
Economic Cooperation and Development (OECD) plays
a central role in conducting the HPV program (a program
for acquiring and assessing safety data for high produc-
tion-volume chemical substances for which such infor-
mation is insufficient) on a global scale. Kyowa Hakko
has acted as the lead company in preparing assessment
reports for two HPV products and has completed final
assessment. Kyowa Hakko has also acted as a support-
ing company for 12 products, of which assessment of
nine products has been completed.

We have registered as a sponsor of the Program for
Gathering and Disseminating Safety Information on
Existing Chemical Substances (Japan Challenge
Program) and, in a joint effort with other companies,
have reached the stage of submission of the final draft
report for one substance.

GHS Compliance

The Globally Harmonized System of Classification and
Labelling of Chemicals (GHS) to promote the safe use of
chemical substances, has become the subject of legis-
lation. The Kyowa Hakko Group is gradually converting
to GHS hazard labels and MSDS. Also, in accordance
with the revision to the Industrial Safety and Health Law,
we have held explanatory meetings concerning the
chemical substance hazard classifications and pic-
tograms that the GHS aims to standardize.

| LR = e N e -1
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A GHS hazard label

Ethical Considerations in Research and Development

M Bioethics

With the aim of assuring ethical and scientific validity in
human genome analysis and research using human tissue
and of preventing the loss of the dignity and human rights
of tissue donors, Kyowa Hakko has established the Ethics
Review Guidelines Concerning Research Using Human
Biological Materials, internal regulations based on Japan's
research ethics guidelines, and has established a Research
Ethics Review Committee in accordance with the guidelines
and internal regulations. The committee, made up of
employees, experts in the law and natural sciences, along
with members of the general public, discusses the ethical
validity of the use of human biological materials.

B Consideration of Human Rights in Clinical
Trials
Although the objective of pharmaceuticals development, as
the term indicates, is to rapidly develop and introduce med-
ications that provide relief and healing to patients, the devel-
opment process necessitates clinical trials conducted on
human subjects. When commencing a clinical trial involving
human subjects, Kyowa Hakko convenes an internal clinical

trial committee consisting of external physicians and
employees not involved in pharmaceutical development. The
committee discusses ethicality, including the protection of
the human rights and personal information of the trial sub-
jects (patients) and volunteers, as well as safety and clinical
trial quality. In the operation of internal clinical trial commit-
tees, we put ourselves in the position of the trial subjects
and strive to protect their human rights and interests.

H Consideration of Laboratory Animals

To ensure the appropriate conduct of animal testing,
Kyowa Hakko has established the basic policy Standards
for Conducting Animal Testing and policies governing
experiments for each research site and has established
steering committees at the head office and research sites.
QOur basic policy is the 3R principle: consideration of meth-
ods of replacing animal testing (Replacement), considera-
tion of methods of reducing animal testing (Reduction), and
the avoidance of unnecessary pain (Refinement). On that
basis, we define matters for consideration concerning the
ethics and usefulness of such testing and strive to plan and
conduct appropriate experiments.
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Action Plans and Performance in Fiscal 2006 (Environment and Safety)

Establishment of ISO 14001 environmental management

Kyowa Hakko, Kyowa Hakko Chemical, Kyowa Hakko Food Specialties,

Continued renewal of ISO 14001 certification at 8 business sites,

*From fiscal 2005 to fiscal 2007

Assessment of environmental activities

Provide safe and useful products

*1 The Kyowa Eco-Index compares unit emissions with Japanese averages on a production value basis. The

fiscal 2005 COD, nitrogen, and phosphorous figures were recalculated using fiscal 2004 pollution loads.

© C02, air-pollution, waste index = [Total emissions by the Kyowa Hakko Group / Total emissions in
Japan] / [Total production value by the Kyowa Hakko Group / Japan’s net domestic product]
CO2 emissions: Carbon dioxide emissions in fiscal 2005 (May 29, 2007 press release from the Ministry
of the Environment website)
S0x, NOx, dust emission volume: Emissions in fiscal 2002, based on survey of fixed sources affecting the
atmospheric environment (Environmental Statistics Book 2007, Environmental Policy Bureau, Ministry of
the Environment, Japan)
Waste emission volume, landfill volume: Industrial waste volume, treatment status in fiscal 2004
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(January 22, 2007, report from the Ministry of the Environment website)
Net domestic product: Statistical data (Economic and Social Research Institute, Cabinet Office,
Government of Japan)

 Water pollution index = [Total emissions by the Kyowa Hakko Group / Total emissions into closed bodies
of water] / [Total production value of the Kyowa Hakko Group / Net domestic product of prefectures sur-
rounding closed bodies of water]
COD, nitrogen, phosphorous: Volume occurring in fiscal 2004 in regions targeted by water regulations
(Environmental Statistics Book 2007, Environmental Policy Bureau, Ministry of the Environment, Japan)
Net domestic product of prefectures surrounding closed bodies of water: Fiscal 2004 Prefectural
Economic Accounts (Economic and Social Research Institute, Cabinet Office, Government of Japan)

Began introducing GHS-compliant labels
Registered as a Japan Challenge Program sponsor

 Fresh water usage volume index = [the Kyowa Hakko Group’s total usage volume / Japan’s total usage vol-
ume}/[the Kyowa Hakko Group’s total production value / Japan’s net domestic product]
Fresh water usage volume: Fiscal 2003 domestic non-commercial water (14.1 billion tons) + industrial
water fresh water replacement volume (11.1 billion tons)
(Data: Water Resources Department, Ministry of Land, Infrastructure and Transport in 2006)
*2 Evaluation © : Achieved target
O Improved, but did not achieve target
A Change in the scope of aggregation
x : Target not reached

system Kyowa Medex: Introduction of environmental activities assessment implementation of environmental activity assessments in internal audits © ISO 14001 integration at Kyowa Hakko P24
Expand the anplication Consolidated subsidiaries: Establishment of ISO 14001 system by fiscal 2007 Voluntary declaration system set up and launched at 4 companies (@) Qualitative improvement of environment management systems P24
of 2nvironmeﬁ¥al and safety Integration of ISO 14001 and Occupational Safety and Health ~ Kyowa Hakko, Kyowa Hakko Chemical, Kyowa Hakko Food Specialties, Environment and safety management systems in operation o Expansion of ISO 14001, OSHMS systems into affiliated P24
management systems Management System (OSHMS) Kyowa Medex: Operation of integrated management system Risk assessments introduced at affiliated companies companies P19
Audits of consolidated and non-consolidated subsidiaries Annually engage in audits of 85% of Group companies Audits of sites of consolidated and non-consolidated subsidiaries o Audits of consolidated subsidiaries (100%) P24
and sites in other countries.(100%)
Ensuring compliance Zero legal infringements, zero complaints Zero serious legal infringements concerning environmental safety (@) Zero legal infringements, zero complaints P24
9 complaints (noise and vibration: 6, dust: 2, odors: 1) X Secure compliance and establish a management and operation
Kyowa Eco-Index*" system for handling of waste materials and recycling
Kyowa Eco-Project
© CO2 emissions Reduction of CO2 emissions to 6% below fiscal 1990 levels or lower by fiscal 2010 729,000 tons*3, 3.6% increase from fiscal 1990 levels (scope of Achieve fiscal 2010 CO2 emissions at or below 6% from fiscal ~ P32, 33
aggregation reviewed) 0.75 0.85 A 1990 levels
Boiler fuel conversion at 2 plants
e Unit energy consumption Reduction of unit energy consumption by 1% or more per annum 4.5% improvement from the previous year’s level at 7 principal o Average reduction in unit energy consumption of 1% or higher ~ P32, 33
plants (7 plants)
\/olume of waste disposal at landfill sites Maintaining zero emissions, a target of 250 tons or lower Continued zero emission status. 97 tons, 12% reduction from the Maintenance of final disposal at landfills of less than 125 tons
previous year's levels in fiscal 2007**
0.006 0.006 (@) Formulation of medium-to-long-term plan for landfill volume P36
reduction at Daiichi Fine Chemical, a company newly included
in the Group (fiscal 2007)
e Reduction in chemical substance emissions 50% reduction in chemical substance emissions from fiscal 2003 12 chemical substances: 6.5 tons, 34% reduction from 2003 levels Reduction of fiscal 2007 chemical substance emissions by 50%
levels in fiscal 2007 PRTR Class 1 chemical substances: 32.8 tons, 15% reduction from 2003 levels O from fiscal 2003 P35
VOCs: 418 tons, 32% reduction from 2003 levels
\ Atmosphere
. .
Egz;'i:ﬁlgﬂ::pli';“izva:d © SOx emissions Below 2,595 tons*® 800 tons, 4% decrease from the previous year’s levels 2.2 2.0 (@) Below 250 tons*® in fiscal 2007 P34
performancg P * NOx emissions Below 731 tons*® 507 tons, 7% decrease from the previous year’s levels 1.0 0.9 (@) Below 610 tons*® in fiscal 2008 P34
¢ Dust emissions Below 287 tons*® 19.7 tons, 20% decrease from the previous year’s levels 0.64 0.48 (@) Below 110 tons*® in fiscal 2008 P34
Water
o Fresh water usage volume — 54.4 million tons, 2% reduction from the previous year's levels 34 3.2 Ongoing rationalization of water use P34
*(COD levels Below 920 tons*7 499 tons, 23% increase from the previous year's levels 1.3 1.5 O Below 920 tons*” in fiscal 2007 P34
e Nitrogen levels Below 850 tons*7 412 tons, 53% increase from the previous year's levels 1.0 1.4 (@) Below 850 tons*” in fiscal 2007 P34
* Phosphorous levels Below 25 tons*7 20.3 tons, 4% decrease from the previous year's levels 1.0 1.0 (@) Below 25 tons*” in fiscal 2007 P34
Disasters, accidents Record no labor/work or environment- or safety-related accidents Recorded zero labor/work accidents with absence and zero accidents at O No labor/work accidents, no environmental or safety-related P19
consolidated subsidiaries, and no environment or safety-related accidents @) accidents P20, 24
Distribution environment and safety Rationalization of distribution, assurance of environmental and Continued distribution streamlining Rationalization of distribution, ensure environmental safety in distribution P33
safety in distribution Low-emission cars accounted for 95% of cars in business use O 100% of corporate sales vehicles to be low-emission vehicles P19
100% of corporate sales vehicles to be low-emission vehicles by fiscal 2010 by fiscal 2010
[Administration] - - - -
Green Office Plan (GOP) Reduction of at least 1% per annum in power consumption 2.3% reduction from the previous year's levels (@) 1% or higher reduction in electricity use per year P32
Reduction in copy paper use of 10% below fiscal 2003 levels over 3 years 4.8% reduction from the previous year’s levels, 11.8% reduction o 10% reduction in copy paper use from fiscal 2003 levels over 3 years P32
from 2003 levels
Green purchasing of 70% in fiscal 2007 (value basis) Green purchasing of 75% of copy paper and office supplies (@) Green purchasing of 70% in fiscal 2007 P32
— i LCA/Material balance Transparency and analysis in material balance at each business LCA-type analyses of material balance and environmental loads, continued o Ongoing business assessments through LCA/material balance P29, 30. 31
assessments of each company’s resource efficiency and unit emissions assessments S
Consider the environment Green procurement Implementation of environmental consideration inquiries at business partner Began consideration of expansion from green procurement to CSR ©  Improve environment-related activities with business partners
throughout the entire companies procurement Preferential use of environment-friendly raw materials
product life cycle Packaging materials Application of Guidelines for Environment-supportive Packaging Materials Continuously improving pharmaceutical packaging materials (@) Promotion of streamlined packaging P10
Thorough environmental, safety and product safety Thorough environmental and safety assessment, risk management Ongoing emergency communication training for large-scale Thorough risk management, reduction of risk levels P20
assessments earthquakes Introduction of safety confirmation system for large-scale
Upgrade environmental and Ongoing safety confirmation system for large-scale earthquakes (@) earthquakes (head office)
safety assessments Conducted education in comprehensive safety standards for Implement activities to promote awareness of comprehensive P19
machinery at 6 plants safety standards for machinery
Environment-conscious technology and product Realization of development of technologies and products Consolidation of core technology for efficient development of bio- Development of environmental business outside of Company P39, 40
development processes with lower environmental loads (national research project) ©  Analysis of sales of environment-friendly products P34
Develop new products and technologies Sc}obslr iqtroduction of new dephosphorization technology at the
ofu Plan
Assurance of consumer safety and product user-friendliness ~ Comprehensive product information and disclosure Continuation of large-scale clinical trial of drugs targeted toward Large-scale clinical trial for EBM
establishment of evidence-based medicine (EBM) o Further improvement of product information services P26

%3 Kyowa Hakko Chemical conducted detailed audits of fiscal 2006 CO2 emissions in conformance with revi-
sions to the Act Concerning the Rational Use of Energy and the Act Concerning the Promotion of the
Measures to Cope with Global Warming and changed the scope of aggregation.

%4 This figure is for the production and research sites of Kyowa Hakko, Kyowa Hakko Chemical, and Kyowa
Hakko Food Specialties.

*5 The target is 50% of the emission level conforming to the legally mandated concentration.

%6 This is a new target that takes into account boiler fuel conversion.

%7 The target is 50% below the site’s self-imposed target level.
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Material Balance by the Kyowa Hakko Group Business Operations

Four Principal Companies Pharmaceuticals Business Unit _

LCA-type analyses
€02 emissions up to Energy efficiency per unit of production volume is a priority. Agricultural raw materials make up a high percentage of raw
mati‘i%‘f'sya?f J?ﬁvewz Environmental %1 Emission loads are small. materials used, and waste recycling rates are high.
: Research Costs Cooling water 17 million k2
o ¥1,310 milion
Agncultu_raf raw raw-aterials ’ Wastewater coD Environmental Water Environmental Water
materials 94,000 tons Agricultural Research Costs Agricultural Research Costs
€02 39,000 tons 54 million k2 || 490 tons '“5'6'(';’::::'5 ¥190 milion ;v ;Ste_;‘_'mk; 12‘:” 0 (')“l;:)e{::: ¥540 milion Zv;Stel‘l”ate’ 442;’? m
. £ million ons y million ke ons
Environmental x1 Environmental Environmental é
Management Costs T-N T-P Management Costs ™ TP Management Costs N TP g
reraliim Fr,ggorgg?grliigﬁsl ¥300 mition 410 tons 20 tons Pershemical ¥100 miion Atons Otons Petoheical ¥80 milion 390tns  181ons ?D
etrochemical raw 1,500 ¥100 milli f illi
o 550’000 - ¥i 670 ion tons million 27,000 tons ¥830 million %
€02 360,000 tons Cost *1 J Atmosphere Atmosphere ;
¥110 million Fossil fuels €0z SO0x Fossil fuels 2,200 tor:s CO2 SOx g'
*3 17,000 2 30,000tons | 4tons 66,000 «2 177,000 tons 740 tons o
€02 Atmosphere NOx Dust Nox Dust 3
/
Fossil fuels 91,000 Fertilizer 10 tons 0tons resh wate 190 tons 9 tons S /
€02 54,000 tons Fossil fuels tons 7 100 €02 SOx Fresh water 40 million ke 8 /
! 290,000« , 100 tons 710,000 tons|| 790 tons 3.8 milion k2 Production ¥70 milion Seawater Production ¥220 milion /
)
900 tons 45,000 tons /
Waste Waste
NOx Dust - R
Pharmaceuticals Bio-Chemicals Packaging Final disposal Packaging Final disposal
EFES“ I‘I”ate’ - Business Unit Business Unit 510 tons 20tons 1,000 tons ¥1::"S 1,100 tns L
million k2 million ¥220 million
Scawalar 900 tons 45,000 tons ¥1,130 miltion % %
Material 17 million ke N *4 : *4 f
Balances Production Total ::gf;;ﬂg - Transport C02 R;:ﬂ;ﬁ.;f _ Transport CO2
< - materlz-_xls 200 tons materials 2,600 tons |
) : 1.17 million tons ¥4 milion ¥ millon
=t oo Final disposal (
Al B{gﬂ?‘bcu‘![‘i’gna"d Packaging Kyowa Hakko Kyowa Hakko 82 s (
=il materials Chemical Food Specialties tons
2 ) Recycle 4,700 tons - " |
5 outout 1.1 miliontons || 30,000 tons ¥620 milion |
e ﬂ utpu =
*4 ‘\ .
Recycling of Client Transport C02 While substantial amounts of petrochemical raw materials and Agricultural raw materials make up a high percentage of raw [
packaging 17.000+ fossil fuels are used, efficiency is high. materials used, and both resource efficiency and waste recycling \ Y ¥
rates are high. \—"'1
. 0Sp Restaurant =
¥5 million \ i
/ Environmental Environmental Water \
v Agricultural Research Costs " - Agricultural Research Costs
/ N . raw materials - raw materials 920 mili Wastewater COoD \‘
/ *1  The figures shown here were extracted from the environmental accounts. 0tons ¥360 milion 24,000 tons ¥220 miltion 15 milonke 13 tons

*2 JLCA-LCA Database 2004 (2nd Edition), An Introduction to LCA Administration—Environmental Load of 4,000 Social Stocks, Japan Environmental Management Environmental ngis Environmental
Management Costs

Association for Industry (JEMAI) (1998) Management Costs N TP
*3 The amount of CO:2 fixed in products by means of the oxo process Petrochemical ¥100 million T- Petrochemical ¥20 million 1ton 0tons
*4  As the consignor, CO2 emission figures corresponding to the provisions of the Act Concerning the Rational Use of Energy have been used [ow matorls r;‘:lsr;‘;)tet::f ¥100 million
(ton-kilometer method). t*3 ¥640 millon

Atmosphere

C02
. N . 16, 1
Inputs (raw materials, fuels, water, packaging materi- 200,000 6700 6.000tns | 51 tons
als) and outputs (products, byproducts, water and €02 emissions are the equivalent of 10% of those of plants in Japan. 1:"* ;’"51
) ’ Fresh water tons ton
. L 300 tons Fresh water
atmospheric emissions, waste products) have been ) Production +810 mion 1.6 milion k¢ Production ¥30 milion
totaled for plants operated by Kyowa Hakko, Kyowa ras el Plants outside gan 800 1.1 milion tons 30,000 tons o
. L 23,000 t il N
Hakko Chemical, Kyowa Hakko Food Specialties and > * 73miionse|| 470 wns Patagns P Pl s
64 tons ons
Kyowa Medex. Figures for individual business opera- 1,600 tors r0me 1,000 tns Y60
tions are also shown. Inputs and outputs for the three Petrochemical % w
. . 20,000 tons, .
production plants outside Japan are shown separate- Fertilizer " ransport G0z Reccing of " Transport G0z
" L . 20,000 tor ien jal ien
ly from figures for Japan. CO2 emissions during the l " 10,000 tons meterils 3,800 tons

manufacture of raw materials and fuels were ascer- Fossil uels 9tons 3toms

32,000 ke

tained as accurately as possible for the purpose of
LCA-type analyses.

%3 The amount of CO2 fixed in products by means of the oxo process
Production -

5,700 tons

Fresh water Final disposal
7.4 million ke 674 tons
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Environmental Accounting Group-Wide Environmental Protection Activities

Kyowa Eco-Project (KEP)

M Resource Efficiency Year-on-year Evaluation/ A : Deterioration =9 : Unchanged N : Improvement -~
Resource Efficiency tons/¥100 million sales 175 2 303 N 200 > 652 N 271 N »To reduce the Group’s CO» emissions by 6% from the
/ fons/tons of production 229 A 216 - 09 - 047 N 055 N fiscal 1990 level by fiscal 2010
K2/¥100 million sales 145 = 207 w 72 > 253 > 123 = *To reduce energy consumption per unit by 1% per annum
Fuel Efficiency*? - , ;
Keons of production 189 A 15 - 022 - 018 - 025 - To reduce the Group’s environmental management
o100 milon s 089 33 106 9 20 20 = costs by 10% from the fiscal 2003
i il 0N million sales . . . . . a n g .
m e ‘ *To achieve final disposal at landfills for the Group of 125 m
g‘ tons/tons of production 116 2 0.023 = 0.033 w 0.0014 ~ 0.0040 ~ tons or less in fiscal 2007 é
S E;::sh Water Resource 1,000k¢/4100 million sales 281 A 124 N 17 N 12 N 23w %
iciency i . .
g 1,000k¢/tons of production 3.7 2 088 = 0.053 =~ 0.009 = 0.046 = The Kyowa Eco-Project is the core of the Kyowa Hakko 5
& Resource efficiency, fuel efficiency, and fresh water resource efficiency in the Bio-Chemicals business and at Kyowa Hakko Group’s global warming prevention and zero emissions g
5 Chemical increased owing to the introduction of new high-value-added products and production increases. Although activities. The project was launched in 1998, and over the AGas boilers at the ‘-E
) resource efficiency in the Pharmaceuticals business decreased, the impact on the Kyowa Hakko Group as a whole was course of nearly ten years, has brought many accomplish- L Hofu Plant )
\ & minor as resource use in this business is low. ments and environmental benefits. g
A\ § In June, we held the annual Eco-Project meeting, during § y
_‘\ B Unit Emissions which representatives of the Group’s business sites report-

ed on case examples and actively exchanged opinions. This

Bio-Chemical . o ) N : )
_ B':x)sﬁmeesr:ﬁﬁuts Kyowa Hakko Chemical | Four Principal Companies year’s case studies included fuel conversion from heavy oil

Unit CO2 Emissions tons/¥100 million sales 253 = 552 W 173 > 616 = 300 2 to gas at the Yokkaichi and Hofu Plants, the conversion of < {eiel
. . . y C

Unit Final Disposal tons/¥100 million sales 0.005 0.04 N 0o > 0.08 2 0.034 ~ waste oil to fuel and more thorough separation and sorting | / - .
Unit Water Pollution Emissions*3  tons/¥100 million sales 0.015 = 26 2 0.15 = 0.05 N 039 & of waste at eco-stations. Another topic of discussion was  AConversion from waste oil to g_
Unit A Pollution Emissions**  tons/¥100 milion sales 0.012 29 N 072 w 038 w 055 N the use of solar photovoltaic generation, wind power and ~ Byproductoil m
*1 Index of total usage of agricultural and petrochemical raw materials %3 Index of total COD, N and P levels Pther ren(?wable energy Source_s’ which are currently attract-
*2 Index of crude oil conversion to express energy usage in k¢ *4 Index of total SOx, NOx and dust emissions ing attention as energy alternatives.

} ) o ) . ) o . ) . The Ube Plant, in cooperation with the local government,

‘ FISC&| 2006 brought a marked reduloyon in unit emissions rates dge to recycling !oromotlon in the B{o—ChemloaIs .busmefss Iand participated in a one-day-per-month campaign to promote The Kyowa Hakko Chemical »
increased wastewater treatment efficiency at Kyowa Hakko Chemical. However, improvement of unit water pollution emissions commuting by means other than private cars. Yokkaichi Plant eco-station
in the Bio-Chemicals business, which worsened to fiscal 2004 levels, is an action point. The deterioration in unit CO2 emissions G

(at Kyowa Hakko and Kyowa Hakko Chemical) is attributable to the impact of a review of the scope of energy consumption.

Green Office Plan (GOP)

/ (
./ Environmental Accounting GOP Targets

y/ . i »To reduce electricity consumption by at least 1% per Making GOP Activities
B Environmental Protection Costs (¥ million) annum Second Nature

f Classification Principal Activities (FY2006) FY2005 FY2006 *To reduce copy paper use by 10% from the fiscal 2003
| i vesimont] Expense | invesimont | Experse

level over next three years Mariko Tamase * o
i ; ; i Business Department /
(1) In-Situ Operating Costs 359 3,851 1,037 4135 *To achieve a green purchasing ratio of 70% in fiscal 2007 S o Bt

(1) =1 Pollution Control Costs

At the Osaka Branch, each quarter we put up posters

(D Water pollution control Investment in water pollution control facilities, operation and The Kyowa Hakko Group’s head office, branches, plants and send e-mails to publicize GOP targets and
maintenance expenses 165 1,450 485 1,699 and research facilities, in cooperation with the labor union request the cooperation of employees, including
@ Air pollution control, etc. Investment in air pollution control facilities and odor control and Kyowa Hakko General Affairs Department, engage in those at the sales offices, in GOP implementation
facilities, operation and maintenance expenses 57 544 238 556 the Green Office Plan (GOP), a program of environmental activities. In this way, we have increased energy con-
(1) -2 Global Environmental Investment in new gas boiler construction, oxo process CO2 raw protection activities for administrative sections. servation, green purchasing and the use of recycled
Protection Costs material expenses 17 504 264 580 In the results for fiscal 2006, energy consumption was paper. With regard to waste, we conduct collection
(1) -3 Resource Recycling Costs Investment in water conservation facilities and waste recycling and reduced by 2.3% year on year due to initiatives such as a drives twice a year and recycle items in accordance
treatment facilities, operation and maintenance expenses 20 1,353 50 1,300 campaign to discontinue the wearing of neckties and suit with the manifest. We cannot achieve our GOP tar-
(2) Upstream and Downstream Costs Green purchasing and package recycling expenses 0 46 0 42 coats in summertime (from June to September) and efforts gets without the cooperation of all employees, and |
(3) Environmental Activities Costs Environmental management systems operation and environmental to turn off unnecessary lighting and optimize air conditioner aim to continue
impact monitoring expenses 30 456 100 436 temperature settings. Copier paper use was reduced by to appeal to my
(4) R&D Costs Expenses for R&D of environment-friendly products and curbing 4.8%, a reduction of 11.8% from the 2003 level, and the colleagues so
environmental impact 18 1,290 4 1,322 medium-term target was achieved a year ahead of sched- that GOP activ-
(5) Community Activities Costs Expenses for participation and cooperation in environmental ule. The green purchasmg ratio (the value of Eco-Mark prod- ities become o e T T
protection and nature conservation activities 0 14 0 14 ucts and other eco-friendly products expressed as a EEERE| FEMTE e o v
: : H : SRR
(6) Environmental Damage Related Costs | Ol polluton liabilty insurance premiums 0 1 0 1 percentage of total office supplies and copier paper pur- TR Tr I,
o . . S 2
Total 407 5658 1141 5.050 chased) was 75%, marking achle\{ement of the medium EUNNSR—— g b e sl i L
term target for the second consecutive year. the GOP
. J
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Global-Warming Prevention Initiatives

Results for Fiscal 2006 Medium-Term Targets

*To reduce the Group’s CO2 emissions by
6% from the fiscal 1990 level by fiscal
2010 (Kyowa Eco-Project)

*To reduce per-unit energy consumption
at the seven principal plants by at least
1% annually (Kyowa Eco-Project)

*To reduce per-unit energy consumption Plant.
to 90% of the fiscal 1990 level by fiscal
2010 (Japan Chemical Industry Association target)

4.5% year on year.

Reducing Greenhouse Gas Emissions
About 60% of Kyowa Hakko Group’s greenhouse gas
emissions originate from Kyowa Hakko Chemical, which
manufactures chemical products. In conformance with
revisions to the Act Concerning the Rational Use of
Energy and Law Concerning the Promotion of the
Measures to Cope with Global Warming, in fiscal 2006
Kyowa Hakko Chemical conducted detailed audits of
byproduct oil and byproduct gas CO2 emissions and
detailed audits of the scope of energy consumption at its
plants. The audit results showed that energy consump-
tion increased by 24,483 kiloliters and CO2 emissions by
114,900 tons from fiscal 2005 levels. However, due to
the audits, the figures for fiscal 2006 are more accurate
than the figures for previous years. Accordingly, we
added a supplementary note indicating the reason for
the increases and reported the results to the Bureau of
Economy, Trade and Industry in the periodic report man-
dated by the Act Concerning the Rational Use of Energy.
(We have indicated the difference in this report by chang-
ing colors in the graph on this page.)

The Group is reducing CO2 emissions at plants that
use large amounts of energy as a greenhouse gas emis-
sions reduction measure. In March 2007, we ceased oper-
ation of the heavy-oil-burning main boiler and switched to
using purchased steam and a gas boiler. The Kyowa
Hakko Chemical Yokkaichi Plant obtained funding from a
natural-gas conversion promotion subsidy project, convert-
ed its main boiler from heavy ail to gas and, in April 2007,
completed fuel conversion from heavy oil to gas. We fore-
cast a reduction of 58,000 tons (8% of the fiscal 2006 level)
in CO2 emissions due to fuel conversion in fiscal 2007. We
will undertake further energy conservation activities with
the aim of achieving the fiscal 2010 target of a reduction of
6% in CO2 emissions from the fiscal 1990 level.

Preventing Ozone Layer Depletion
Emissions in fiscal 2006 of specified chlorofluorocarbons
(CFCs) from freezers and other equipment used at 15
Kyowa Hakko Group business sites decreased year on
year by 1.98 tons, or 14%.
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ePer-unit energy consumption at the
seven principal plants was reduced by

eInvestments in boiler-fuel conversion
facilities were made at the Hofu Plant
and Kyowa Hakko Chemical Yokkaichi

*To reduce the Group’s CO2 emissions
by 6% from the fiscal 1990 level by fiscal
2010

*To lower unit energy consumption index
to 90% of the fiscal 1990 level by 2010

eTo reduce CO2 emissions at distribution
units

B CO2 Emissions
(Thousands of tons)

———————— 704 712708 707 g4

COz2 emissions

(FY) ’90 00 01 02 03 04 ‘05 '06
€O emissions of Kyowa Hakko, Kyowa Hakko Food Specialties, Kyowa Medex and other consolidated subsidiaries
1 CO; emissions of Kyowa Hakko Chemical

M Energy Consumption (Crude-oil equivalent)

(Thousands of )
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Energy consumption of Kyowa Hakko, Kyowa Hakko Food Specialties, Kyowa Medex and other consolidated subsidiaries

M Energy consumption of Kyowa Hakko Chemical

The scope of energy consumption statistics has been revised in accordance with the
revision to the Act Concerning the Rational Use of Energy.

M Trends in the Unit Energy Consumption Index
(Kyowa Hakko, Kyowa Hakko Food Specialties, Kyowa Medex and
other consolidated subsidiaries)

(ke /¥100 million) (%)

sumption Index

Unit Energy Con:

(FY) ’90 00 01 02 '03*  '04 05 06
1 Unit Energy Consumption @ Unit Energy Consumption Index (1990=100%)

* The deterioration in per-unit consumption in fiscal 2002 resulted from the sale of the liquor business.
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Preventing Air and Water Pollution

Results for Fiscal 2006 Medium-Term Targets

Atmospheric Emissions*!
SOx emission less than 2,595 tons
NOx emission lessthan 731 tons DusHe o
Dust emission less than 287 tons
Water Emissions*? COD levels
COD levels lessthan 920 tons
Nitrogen levels less than 850 tons

Phosphorous levels less than 25 tons

Phosphorous levels

*1 The value obtained by applying a value equivalent to 50% of the legally mandated concentration to the total volume

*2 50% of the value subject to voluntary management at business sites.

Air Pollution Prevention Measures

Although the problem of SOx emissions was a concern
for the Kyowa Hakko Group for many years, as the result
of study of a fuel conversion plan, the Hofu Plant ceased
operation of its heavy-oil-burning main boiler and
switched to using a gas boiler and purchased steam in
March 2007. The Hofu Plant accounted for 98% (784
tons) of the Group’s SOx emissions in fiscal 2006, and
the forecast for fiscal 2007 is less than 100 tons.

Water Pollution Prevention Measures
Group emissions of COD and nitrogen increased in fiscal
2006, as fermentation plants operated at high capacity
due to expansion of amino acid production. However, a
dephosphorization system at the Hofu Plant went into
operation in November 2006, and an increase in the
phosphorous removal rate of wastewater treatment facili-
ties resulted in a decrease in phosphor emissions. Also,
as the quality of recovered calcium phosphate has been
confirmed to be equivalent to that of imported phos-
phate rock, we are considering recycling it as raw mate-
rial for phosphoric acid production.

Employee support for conservation of biodiversity in
areas surrounding business sites is increasing. Examples
of this are voluntary participation (oy Hofu Plant) in Seto
Inland Sea wetlands restoration sponsored by
Yamaguchi Prefecture and participation in activities of
the Kano River System Water Quality Conservation
Council (by Fuji Plant).

SOx emission 800.0 tons, 4% reduction
NOx emission 507.0 tons, 7% reduction
19.7 tons, 20% reduction

499.0 tons, 23% increase
Nitrogen levels 412.0 tons, 53% increase

20.3 tons, 4% reduction

SOx emission
NOx emission
Dust emission

COD levels
Nitrogen levels

less than 250 tons
less than 610 tons
less than 110 tons

less than 920 tons
less than 850 tons

Phosphorous levels  lessthan 25 tons
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Chemical Substance Reduction

Results for Fiscal 2006 Medium-Term Targets

e Emissions of twelve targeted chemical
substances were 6.5 tons, 34% below

the 2003 level
*To reduce emissions of chemical sub-
stances by 50% from the 2003 level by

fiscal 2007 the 2003 level

eEmissions of PRTR Law-designated
substances were 32.8 tons, 15% below

eTo reduce emissions of chemical sub-
stances by 50% from the 2003 level by
fiscal 2007

¢ Emissions of VOCs were 418 tons, 32%

below the 2003 level

Restriction on Emissions of 12 Chemical
Substances

In fiscal 2006 emissions of 12 chemical substances tar-
geted by the chemical industry for priority efforts to
reduce emissions were 6.5 tons. This represents a
reduction of 34% from the 2003 level.

Curbing Emissions of PRTR* Law Class |
Chemical Substances

The Kyowa Hakko Group issued a report for fiscal 2006
for seven plants subject to reporting requirements for
PRTR Law Class | chemical substances. The total
amount of these substances handled by the Kyowa
Hakko Group in fiscal 2006 was approximately 230,000
tons, and emissions into the environment decreased to
32.8 tons. The decrease is mainly attributable to lower
emissions of xylene and toluene.

M Total Emissions of Class | Chemical Substances

—————————————————— A - -
442 443
””” Q... I '"-'"aﬁ"’3’5’6’"3755"’””"”-’Aﬁ.’.”"””’f’
= I . 328 iliated companies

o8 o= b 0 0~ b7 ___ [ ChibaPlant

I I l 71 Yokkaichi Plant
om0 Sakai Plant

| = 5 I Fuji Plant
NN BN BN BN BN OEE N Ube Plant

0 - Hofu Plant

(Fv)’99 °00 ’01 ’02 ’'03 ’04 ’'05 °’06

*PRTR: Pollutant Release and Transfer Register, relating to release amounts of
specific chemical substances in the environment.
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Managing Soil Pollution Risk

The Kyowa Hakko Group periodically analyzes soil and
groundwater at five production sites on the basis of sail
pollution countermeasure regulations established in 2004.
With regard to fiscal 2006 analysis results, internal envi-
ronment and safety audits conducted by the head office
confirmed that there were no problematic soil pollution
figures. When buying or selling land, we voluntarily con-
duct analysis in conformance with the Soil Contamination
Countermeasures Law if circumstances require.

Reducing Volatile Organic Compound
(VOC) Emissions

Kyowa Hakko Group has one dryer and four storage
tanks subject to regulation under the Air Pollution Control
Law. We analyze emissions from these facilities, decide
targets and dates for curbing emissions, and take meas-
ures for reduction. In fiscal 2006, the Group’s VOC emis-
sions increased by 20 tons over the previous year to 418
tons. The increase is partly attributable to an increase in
low-boiling-point VOCs, due to the introduction of new
products. We will strive for optimal operation of recovery
facilities and continue reduction efforts.

M Emissions of Volatile Organic Compounds (Fiscal 2006)

52
25
Total
emissions
79

418 tons [ Methanol
Acetone
PRTR substances

Ethyl acetate, etc.

Zero Emission

Results for Fiscal 2006 Medium-Term Targets

*To maintain zero emission status
(Final disposal at landfills for the Group
of 250 tons or less)*

eZero emission status was maintained,
with final disposal at landfills of 97 tons.

*To maintain final disposal at landfills of
125 tons or less in fiscal 2007 at Kyowa
Hakko, Kyowa Hakko Chemical, and
Kyowa Hakko Food production and
research sites

*To formulate a long-term plan for land-
fill volume reduction at Daiichi Fine
Chemical, a company newly included in
the Group (fiscal 2007)

* |n addition to recycling, the Kyowa Hakko Group deals with waste materials that require appropriate disposal through incineration. The Group's zero emission
strategy, therefore, calls for final disposal at landfills, which involves a high environmental risk, of no more than 0.1% of total waste.The original target was to
achieve a level at or below 250 tons (0.1% of 250,000 tons, the total in fiscal 2000) by 2007.

Maintaining Zero Emission Status

The Kyowa Hakko Group’s waste volume in fiscal 2006
was 104,883 tons, a reduction of 57% in comparison
with the basis year (2000). Final disposal at landfills was
97 tons, a substantial improvement on the target of 250
tons. As a result of converting the waste processing
method from incineration to recycling-centered process-
ing, we were able to cease operation of the Ube Plant’s
industrial waste incinerator. Improvements will continue
in fiscal 2007, as the number of operational incinerators
has decreased from six to four (including two waste-lig-
uid incinerators).

B Trends in Waste Materials and Final Disposal at Landfills
(Tons) (Tons)
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W Waste materials ™ Final disposal at landfills

Overall Flow of Waste Reprocessing and
Disposal

The Group’s overall plant emissions have increased due
to the elimination of industrial waste incinerators.
However, the business sites are moving forward with
external recycling aimed at achieving more upstream
recycling as part of Kyowa Eco-Project activities. For
instance, the Hofu Plant converts waste flexible container
bags and plastic bags into solid fuel or recycles them as
materials, the Tsuchiura Plant converts plastic bags and
waste paper into solid fuel, and the Fuji Plant dissolves
waste paper to produce recycled paper.

Waste Recycling Governance

When the Kyowa Hakko Group newly commissions the
processing of waste, the business site environmental
and safety managers or other responsible persons con-
duct environmental surveys. The business sites conduct
periodic outsourcing partner audits and have created a
system for summarizing the audit results on a list that is
shared group-wide. The aim is to use the list in outsourc-
ing partner selection and to simplify audit work.

Measures Concerning Polychlorinated

Biphenyls (PCBs)

In the past, the Kyowa Hakko Group used transform-
ers, condensers, stabilizers and other items containing
PCBs. In accordance with the PCB Special Measures
Law, these items have been placed in secure storage
facilities designed to prevent seepage into the ground.
We also appropriately manage the transformers of dis-
solved affiliated companies.

Condensers and transformers 91
Lighting stabilizers 3,441
Insulation oil containing PCBs 4549

/
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Site Data

Hofu Plant

Location

|

Telephone
Site area
Main activities

1SO 14001
accreditation date

1-1, Kyowa-machi, Hofu City,
Yamaguchi Prefecture

0835-22-2511

694,000 m?
Pharmaceuticals, foodstuffs,
biochemicals, alcohol

July 26, 1999

Initiative

Fiscal 2006

rformance Comparison

nteneros COHSTB?}L(:EO million of production) 180 79%
SOx emissions (tons/year) 784 101%
NOx emissions (tons/year) 196 103%
Dust emissions (tons/year) 9.7 88%
Wastewater volume (million tons/year) 18 102%
COD levels (tons/year) 302 158%
Nitrogen levels (tons/year) 322 181%
Phosphorous levels (tons/year) 10 146%
Volume of waste materials*' (tons/year) 62,255 77%
:?::rr?diiﬁfs‘iht’::te deposel (tons/year) i 33%

Ube Plant

Location

Telephone
Site area
Main activities

1SO 14001
accreditation date

Location

= Telephone
4 Site area
Main activities

1SO 14001
accreditation date

Sakai Plant

Location

Telephone
Site area
Main activities

1SO 14001
accreditation date
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2548, Fujimagari, Ube City,
Yamaguchi Prefecture

0836-22-5500
479,000 m?
Pharmaceuticals, biochemicals

September 11, 2000

055-986-7600
65,000 m?
Pharmaceuticals

May 29, 2000

1-1-53, Takasu-cho, Sakai-ku,
Sakai City, Osaka Prefecture

072-223-5554
21,000 m?
Pharmaceuticals

November 27, 2000

*crude-oil equivalent

Fiscal 2006
initiative Performance Comparison
unteneros conSlilTIl?/t:{(:r[]JU million of production) 58 127%
SOx emissions (tons/year) 4.1 9%
NOx emissions (tons/year) 2.2 28%
Dust emissions (tons/year) 0.04 20%
Wastewater volume (million tons/year) 23 100%
COD levels (tons/year) 143 99%
Nitrogen levels (tons/year) 71 104%
Phosphorous levels (tons/year) 8 87%
Volume of waste materials*' (tons/year) 6,196 111%
Z?::nmdeﬁl(l)fs‘i’tv::te depes (tons/year) 2 40%

Fuji Plant

1188, Shimotogari, Nagaiizumi-cho,
Sunto-gun, Shizuoka Prefecture

“crude-oil equivalent

Fiscal 2006

initiative Performance Comparison
Unit energy consumption  (k2*/m?-floor area) 0.21 105%
SOx emissions (tons/year) 0.1 3%
NOx emissions (tons/year) 3.0 43%
Dust emissions (tons/year) 0 0%
Wastewater volume (million tons/year) 2.5 101%
COD levels (tons/year) 2.6 79%
Nitrogen levels (tons/year) 3.3 109%
Phosphorous levels (tons/year) 0.25 50%
Volume of waste materials*' (tons/year) 630 96%
Volume of waste disposal 0 .
at landfill sites (tons/year)

Initiative

*crude-oil equivalent

Fiscal 2006

Performance Comparison

Unit energy consumption  (k2*/me-floor area) 0.157 98%
SOx emissions (tons/year) 0 =
NOXx emissions (tons/year) 0.5 82%
Dust emissions (tons/year) 0 —
Wastewater volume (million tons/year) 0.073 113%
COD levels (tons/year) 3.1 136%
Nitrogen levels (tons/year) 0.5 271%
Phosphorous levels (tons/year) 0.10 170%
Volume of waste materials*' (tons/year) 382 135%
Z?:gnmdeﬁl(l)fs‘iltv::te dopes (tons/year) 5 59%

“crude-oil equivalent

Location

Telephone
Site area
Main activities

1S0 14001
accreditation date

Location

Telephone
Site area
Main activities

1S0 14001
accreditation date

Tsuchiura Plant, Kyowa Hakko Food Specialties Co., Ltd. Including Tsuchiura(

a Plant, Kyowa Hakko Chemical Co., Ltd.

4041, Ami, Ami-machi, o Fiscal 2006
InaShiki'gun' Initiative Performance Comparison
Ibaraki Prefecture " _
Unit energy consumption 4.4 101%
029-888-8001 (k€*/¥100 million of production) : ’
178,000 m? SOx emissions (tons/year) 0.5 158%
Foodstuffs NOx emissions (tons/year) 2.8 81%
T 0
March 21, 2000 Dust emissions (tons/year) 0.22 108%
Wastewater volume (million tons/year) 0.6 122%
COD levels (tons/year) 7.6 119%
Nitrogen levels (tons/year) 0.6 45%
Phosphorous levels (tons/year) 0.05 54%
Volume of waste materials*’ (tons/year) 1,017 97%
Volume of waste disposal 0 _
at landfill sites (tons/year)
*crude-oil equivalent
11-1, Goiminamikaigan, Ichihara Fiscal 2006
; i Initiati
Clty' Chiba Prefecture (HERVE Performance Comparison
0436-23-9111 Unit energy consumption (£*/ton of productior) 176 109%
215,000 m* SOx emissions (tons/year) 0.3 150%
Chemicals NOXx emissions (tons/year) 30 75%
November 27, 2000 Dust emissions (tons/year) 2.1 84%
Wastewater volume (million tons/year) 1.83 102%
COD levels (tons/year) 18 90%
Nitrogen levels (tons/year) 11.4 109%
Phosphorous levels (tons/year) 0.6 67%
Volume of waste materials*' (tons/year) 685 73%
Volume of waste disposal 0
at landfill sites (tons/year) 43 S50

Yokkaichi Plant, Kyowa Hakko Chemical Co., Ltd. Including Yokkaichi (Pharmace

Location

Telephone
Site area
Main activities

1S0 14001
accreditation date

Location

Telephone
Site area
Main activities

1S0 14001
accreditation date

*crude-oil equivalent

2-3, Daikyo-cho, Fiscal 2006
Yokkaichi City, Mie Prefecture fnitiahive e —— - ——
0593-31-0624 Unit energy consumption (£*/ton of production) 187 111%
323,000 m? SOx emissions (tons/year) 0.4 25%
Chemicals, pharmaceuticals NOx emissions (tons/year) 265 93%
July 23, 2000 Dust emissions (tons/year) 7.5 72%
Wastewater volume (million tons/year) 2.80 151%
COD levels (tons/year) 9.5 33%
Nitrogen levels (tons/year) 2.4 30%
Phosphorous levels (tons/year) 1.2 32%
Volume of waste materials*' (tons/year) 32,377 103%
Zf::rr?diil(l)fs‘iht’::te dopes (tons/year) 21 51%

Fuji Plant, Kyowa Medex Co., Ltd.

600-1, Minamiisshiki,

*crude-oil equivalent

Fiscal 2006

Nagaizumi-cho, Sunto-gun, initiative Performance  Comparison
Shizuoka Prefecture Unit energy consumption
055-988-6000 (ke*/¥100 million of production) 14.0 80%
24,000 m? SOx emissions (tons/year) 0.59 203%
Diagnostic reagents, medical NOXx emissions (tons/year) 6.2 97%
equipment, contract analysis Dust emissions (tons/year) 0.12 52%
November 26, 2001 Wastewater volume (million tons/year) 0.08 87%
COD levels (tons/year) 0.04 200%
Nitrogen levels (tons/year) 0.02 —_
Phosphorous levels (tons/year) 0.01 =
Volume of waste materials* (tons/year) 68 105%
Volume of waste disposal 0 .
at landfill sites (tons/year)

“* Amounts calculated on the assumption that biologically treated sludge has an 85% water content

*crude-oil equivalent
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Environment-Friendly Products

<YOWA HAKKO KYOWA HAKKO FOOD SPECIAITIES

Opening Up a New World of Fermentation Cold-Sensitive Yeast

Green Sustainable Chemistry Dia Yeast REIZO/Dia Yeast FRZ

The expression “green chemistry” refers to the conversion of raw materials, reactions, solvents Bread is a fermented food made from flour and baker’s yeast. Dia Yeast REIZO and Dia
and products to safe alternatives to reduce the impact of chemical substances on human health Yeast FRZ are unique yeasts that yield bread dough with suspended fermentability at
and the global environment. When considered from this perspective, bioprocesses are manu- moderately low temperatures and ordinary fermentability at room temperature. As bread
facturing methods that use sustainable raw materials, products (including byproducts) and reac- dough made using these cold-sensitive yeasts can be stored at refrigerator temperature,
tion conditions. dough can be refrigerated for baking the following morning, thus reducing early-morning
work for bakers. Not only that, refrigerating dough instead of freezing it offers the added
benefit of energy conservation.

Kyowa Hakko’s BioFrontier Laboratories developed Dia Yeast REIZO and FRZ in the
1990s, and major baking companies have used these bread yeasts for many years to produce croissants and other

Crop biomass and agricultural waste, the principal raw materials in bioprocesses, are
resources in which atmospheric CO2 has been converted using the solar energy of plant photo-
synthesis. By way of contrast, since the second
half of the 20th century, our way of life has been

~___ 90UBLLIOMS [BlUSWIUOIIAUT

B Crop biomass \ Ethanol, hydrogen,
made possible by energy and raw materials it;rac:s,elgugggs:gg:tnc Bioprocesses methane, amino acids, delicious bakery products. As these yeasts not only contribute to the normalization of bakers’ working hours and
, N oio acide, . ' . h OHEE T T .
derived from use of oil and coal (fossil resources) m Waste material Micrigfég‘neisms } orga:?f:é?diflvitsamins improvement in production efficiency, but also make possible just-in-time production of the exact amount of bread /{'.
that are storehouses of CO2 from remote times. Elomass Plants and plant cells Commodity chemicals needed, when it is needed, they play an important role in the provision of the fresh-baked bread consumers prefer. /4
-ood waste, Animals and animal cells . .
That is to say, we are leading a life of affluence fishery waste, ‘ Biodegradable plastics !
thinnings, waste paper,
and comfort by releasing into the atmosphere —
today carbon dioxide stored up eons ago. /<YO\/\/ A | | ZS KKO C| | I: |\/| | C A |
The many technological advances since the
1970s, such as the decoding of genetic informa- The Past The Present Lubricant Raw Materials for Ozone-friendly CFC-substitute (HFC) Refrigeration
‘ tion of organisms and genetic recombination . |Son0nanOiC AC|d and Octanoic ACld |
| technology, have given rise to advancement in CO: @ D |
} technological innovation. We have come to the / \ Specified CFCs (HCFCs, R-22) are still used as the main refrigerants of domestic and commercial air con- 1

point where many chemicals that could previously
be obtained only by synthesis can now be manu-
factured by means of bioprocesses. These tech-

ditioners and industrial freezers. However, worldwide efforts to prevent damage to the ozone layer have \
been under way since the late 1980s. Several countries, including Japan and the United States, aim to |
end production of specified CFCs (HCFCs) by 2010. It is necessary to manufacture air conditioners and ‘

large-capacity freezers with systems that use ozone-friendly CFC-substitute refrigerants, such as ‘\‘\

Combustion
and matter
production

( Plants, animals ’
/

3

nologies are expected to provide solutions to the ‘e
future challenges of coping with fossil resource _}"ﬁl& HFC R-407C and R-410A. Compressor lubricants used in air conditioners, large-capacity \\--
: depletion and combating global warming. . (&Y ;va'.l' é?‘, freezers and other equipment must be highly compatible with CFC-substitute products. The \ =
iy gﬂg%‘:ﬂgﬁ 5 1||, i main ingredients of these lubricants are isononanoic acid and octanoic acid. Kyowa Hakko
y/ precticten "'53'-" 4 Chemical increased its production capacity of isononanoic acid to over 12,000 tons in 2005 and \\

that of octanoic acid to 40,000 tons in 2006 as required to meet expanding world demand.

Environmental and Social History

When asked for advice about which of two research subjects to choose, our founder told the person
concerned to “choose the subject that brings greater benefit to the world.” Based on this spirit, Kyowa
Hakko promotes the development of products and technology in its business
operations that contribute to society and environmental initiatives.

2001 © Received ISO 14001 certification at eight Kyowa Hakko, Kyowa Hakko Chemical, Kyowa Hakko Food Specialties and Kyowa
Medex plants.

® Business events @ R&D events @ Environmental events

1948 @ Establishment of Japan’s first mass-production system for the manufacture of acetone and
butanol from molasses. This technology will be the key to Kyowa Hakko’s future success.

1949 @ Kyowa Hakko Kogyo Co., Ltd. is established.

@ Conversion of boiler fuel to city gas at the Sakai Plant.

@ Conversion of boiler fuel to city gas at the BioFrontier Laboratories.

1956 @ Kyowa Hakko invents the world's first fermentation-based production method for 2003 @ Installation of energy-saving air distributors for wastewater treatment facilities at the Yokkaichi, Hofu and Fuiji plants.

L-glutamic acid, pioneering the use of fermentation technology to produce amino acids. Founder Dr. Benzaburo Kato 2004 ® Zero emission status is achieved throughout the entire Group.

1958 © Kyowa Hakko invents a fermentation-based production method for L-lysine.

1964 © Production of organic fertilizer using recycled fermentation mother liquor at the Hofu Plant.

1996 © Implementation of Responsible Care.

39 KYOWA HAKKO GROUP SUSTAINABILITY REPORT 2007

2005
2006
2007

@ Conversion of boiler fuel to city gas at the Fuji Plant.

@ Conversion of the part of boiler fuel to city gas at the Hofu Plant.

@ Conversion of boiler fuel to liquefied natural gas at the Kyowa Hakko Chemical Yokkaichi Plant.
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Stakehivlder Meeting

Kyowa Hakko has held stakeholder meetings since 2005. This year’s meeting was held
at the BioFrontier Laboratories on June 1, following a tour of the facilities.

The Educational Objective of the Bio
Adventure Project

Tatsumi: You showed us the Bio Adventure Mobile
Laboratory earlier. The logo is unique, isn’t it?

Hashizume: It represents a microorganism. As part of our
instruction for elementary school students, we distribute petri
dishes prepared for growing microorganisms and ask the
students to place objects of their choice on the dishes. They
bring in dishes containing pencil leads, human hair, leaves...,
all sorts of things.

Ohno: It turns out that microorganisms have grown in nearly
all of the dishes. When the children discover that micro-
organisms grow, no matter what is placed in the petri dishes,
they come to understand the ubiquity of microbes.

Tatsumi: Sometimes an exceptional event reminds us of
something that we read about in school. Even though we
only vaguely understood what we read at the time, the expe-
rience years later makes the meaning clear.

Kojima: It seems that we even surprise some of the teachers
who participate in the instruction with this teaching approach.

Fujisawa: Even employees from the Pharmaceutical
Research Center in Fuji and the Technical Research
Laboratories in Hofu volunteer for the program. It’s an activi-
ty in which mainly young researchers participate on a volun-
tary basis.
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ISO 14001 is a Guideline for Thought
and Action

Tsunoda: It’s necessary to understand the mutual connec-
tions between humans and ecosystems. How do we affect
ecosystems? And, conversely, how are we affected by
them? Although some organizations operate ISO 14001 sys-
tems based on the exclusion of human beings (workers) from
the environment, humans are part of the environment, too,
aren’t we?

Saito: The definition of “environment” in ISO 14001 is the
surroundings in which organizational activities occur. This
includes air, water, soil, plants, animals, and finally, human
beings. One aspect of “environmental impact” in the ISO
14001 definitions is the impact of organizational activities on
nearby people. As the ability of people to feel comfortable is
part and parcel of environmental impact, the fact that the
BioFrontier Laboratories makes the impact on human beings
a central consideration in its ISO 14001 activities, is a reflec-
tion of the personality of the organization.

Azuma: An ISO 14001 program isn’t the mere preparation of
documents. It's necessary to consider animals and plants,
even microorganisms, when developing a program.

Ueda: With regard to fermentation-related activities in partic-
ular, thanks to the activities of Professor Takeo Koizumi, peo-
ple have an image of microbes as having great power. When
| consider the question of ISO 14001 at the BioFrontier
Laboratories, | think that it’s extremely important to impart
the message that Kyowa Hakko takes a distinctive approach
in thinking about the environment as a basic premise of its
involvement in ISO 14001. Listening to the discussion today,
| think that the point that microorganisms and people and
pharmaceuticals and the environment are all linked, and what
it means for Kyowa Hakko to protect the environment in such
circumstances, comes through naturally.

Saito: It's about linkage with the core business. For instance,
inevitably Kyowa Hakko contributes to society through the
activities of its people. Although environmental impacts can

<Stakeholders>

|
Ms. Kimie Tsunoda  Mr. Akifumi Ueda Ms. Kikuko Tatsumi
Steering Committee of Representative Board Member,
the Valdez Society Citizens’ Science Initiative Chairperson
Japan Environmental Committee

Nippon Association of
Consumer Specialists

include both beneficial and adverse environmental aspects,
it's good to place importance on the beneficial aspects,
isn’t it? Of course, it’s also necessary to consider adverse
environmental aspects, such as waste that cannot be dis-
charged externally: for instance, how to dispose of biological
waste and the problem of biohazards—although | suppose
Kyowa Hakko doesn’t perform dangerous experiments.

Kojima: On the subject of environmental aspects, the site
reports of last year’s Sustainability Report provide information
on waste materials. In fiscal 2006, the total volume of waste
materials at the BioFrontier Laboratories was 71 tons, and
landfill volume was 3 tons. Although last year’s landfill volume
increased due to high emissions of vinyl chloride waste plas-
tic, this April we changed the disposal contractor, and the
waste is now recycled as a raw material for roadbeds.

Accordingly, this year we are a step closer to achieving
zero emission status. With regard to biological sample
waste, we carefully manage it internally and consign it in
sealed containers to a reliable disposal contractor.

Ohno: On the subject of the risks associated with recombi-
nation, biological samples and the like, we have prepared
mechanisms for conducting experiments in laboratories
without discharging substances externally.

Saito: Research results are achieved, but lots of waste is
generated. Debate inevitably occurs about whether it is more
beneficial to achieve results or avoid waste. | think that
precedence should probably be placed on the Company’s
business. The question is how to control adverse environ-
mental aspects, and the Company should achieve results
while considering how to reduce them if possible. Among
the ISO 14001 objectives, the term “prevention of pollution”
appears. This term means to reduce, avoid and—another
important consideration—control the emission and discharge
of waste and pollutants into the environment. The idea is to
simultaneously curb adverse aspects to prevent them from
worsening and create beneficial environmental aspects
(research results).

Linking the Potential of Kyowa Hakko
with the Potential of Microorganisms

Tsunoda: Are materials from tropical forest organisms
included among the microbiological resources that Kyowa

President
AUDIX Registrars Inc.

<Participants from Kyowa Hakko>

Noboru Kojima, Manager, Environment and Safety
Department, BioFrontier Laboratories

Takuro Ohno, Environment and Safety Department,
BioFrontier Laboratories

Kazuko Hashizume, Research Planning
Department, BioFrontier Laboratories

Mr. Yoshitaka Saito Masaki Azuma, General Manager, Quality

Assurance, Environment and Safety Department

Toshio Fujisawa, Manager, Quality Assurance,
Environment and Safety Department

Hakko works with? The Millennium Ecosystem Assessment
issued by the United Nations is connected with corporate
social responsibility. Many useful resources remain untapped
in tropical forests, and the question of how to harvest
them—for instance, how to harvest them without destroying
ecosystems or how to properly employ local people to har-
vest them—is a pharmaceutical-related CSR issue.

Azuma: Kyowa Hakko has engaged in pharmaceutical devel-
opment from microorganisms found in tropical forests by
means of joint research with universities in Southeast Asia.

Tsunoda: The inclusion of the ecosystems of developing
countries or collaboration with workers among the ISO
14001 objectives and targets is a conceivable means of
linking the ISO 14001 program with ecosystems, isn’t it? |
think it would be good if there were a “win-win” target to
halt ecosystem degradation.

Ueda: With regard to working with microorganisms in busi-
ness activities, in a future in which various resources become
depleted, | think that a competitive advantage in biological
resources will lead to business strength. Following hundreds
of years of use of fermentation in Japan, Kyowa Hakko is
revisiting fermentation from a scientific perspective and
applying it in business activities. | think that this course of
action will become the Company’s greatest strength in the
coming years. With regard to the environment as well, the
power of microorganisms in environmental purification and
pollution prevention is likely to come under intensive reexam-
ination. | envision Kyowa Hakko as engaging in business
activities grounded in the use of microorganisms, with those
activities extending into the areas of food, pharmaceuticals
and the environment.

Tsunoda: In the 2008 report, it would be good to have a
discussion of the tremendous potential of ISO activities at
the BioFrontier Laboratories among the various ISO activities
at Kyowa Hakko. As the ISO activities of research institutions
don’t receive much media coverage, such information would
likely have a major impact on other companies.

Azuma: We hope to draw upon your opinions, increase the
positive aspects and decrease the negative aspects of our
business activities, and create a better Kyowa Hakko. Thank
you very much.

.
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Third-Party Assessment
(Viewpoint)

Itaru Yasui, Ph.D.

Vice-Rector
United Nations University

Emeritus Professor, University of Tokyo
Former Head of the Center for Collaborative
Research, University of Tokyo

An expert in materials chemistry, Dr. Itaru Yasui
has been implementing major environmental
research projects for the past 15 years and is
an important opinion leader in this area. He is
concerned that there have been no compre-
hensive environmental research projects to
meet today’s need for research data based on
intelligent insights. In line with his view that
appropriate policy decisions must be based on
a comprehensive viewpoint, he is currently
implementing his own Internet-based campaign
asking people to consider the extent to which
an individual can achieve comprehensiveness.

http://www.yasuienv.net

CSR in Advanced Companies

The British Treasury issued the Stern Review on the eco-
nomics of climate change toward the end of October
2006. This was followed in quick succession by the
release of former U.S. Vice President Al Gore’s movie “An
Inconvenient Truth” and the announcement of an outline
of the IPCC’s report. And, in June 2007, then Prime
Minister Shinzo Abe’s proposal to halve worldwide green-
house gas emissions by 2050 was agreed to in principle
at the G8 Summit. It just might be that these develop-
ments were an historic turning point in mankind’s
response to global environmental problems. This move-
ment arose because the problem of global warming has
become a vote-winning issue for politicians, including
those in the U.S., and a money earner for the business
world. Scholars who have been urging a response to
environmental problems, may greet the G8 Summit action
with bewilderment and a sense of discomfort that a
greenhouse gas emission proposal should be so readily
agreed to without due consideration.

The fact is, halving greenhouse gases worldwide by
2050 will be no simple matter. This is because emissions
from developing countries, including China, India and
Brazil, are on track to increase. If that situation is accept-
ed as is, it is questionable whether the objective can be
achieved even with an 80% cut in emissions from devel-
oped countries. Still, if no action is taken on grounds of
difficulty, the world will probably miss the turning point.
What is the important consideration in such circum-
stances? It is for companies to bring their core business-
es into alignment with global environmental imperatives.

Although people talk about the importance of CSR, the
talk is limited to compliance, a more basic issue than CSR.
What does a company aspire to achieve in its core busi-
ness and what should its relationship with consumers be?
Earnest discussion of such matters, which you might say
are obvious, is the starting point of CSR.

These days, ISO 26000 is becoming a hot topic. This
is an ISO standard concerning social responsibility for all
organizations, including companies. Although it will be a
voluntary standard that entails no certification, the
requirements define an organization whose activities are
consistent with the sustainable development of society
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and whose approach to social responsibility is an integral
part of its core business.

As | read this year’s Sustainability Report, what first
caught my attention was what was written in the section
about the stakeholder meeting. The meeting was some-
what different in nature from ordinary stakeholder meet-
ings with respect to the participation of members drawn
primarily from the BioFrontier Laboratories Environment
and Safety Department and Research Planning
Department. When | read the account of the round-table
discussion and attempt to understand what transpired
intuitively, | get the impression that evidently Kyowa
Hakko may at last be returning to its founding business—
or perhaps | should say, may focus its efforts on fermen-
tation technology. When | flipped through the pages and
read from that perspective, | found descriptions that sug-
gest that Kyowa Hakko may have set a new course for its
fermentation technology involving inclusion in the scope
of its activities the manufacturing of general-purpose
chemicals, not amino acids and food-related products
only. The message is that this simultaneously contributes
to CO2 reduction. Upon reading this | felt | understood the
company’s focus and direction.

Although the report contains a veritable wealth of other
information that promises to yield many interesting discov-
eries if analyzed, there is so much information that | was a
bit concerned whether anyone will carefully read it. To
mention one such obscuring detail, the 2006 data show
an increase in CO2 emissions, which seems to have result-
ed from a close examination of energy consumption that
revealed energy consumption previously excluded from
the calculation. Although | think this honesty is to be com-
mended, the resulting loss of continuity with historical data
is a demerit that may warrant correction.

Examination of this type of data makes it easy to
understand the truly meticulous concern for detail at work.
It makes me wish that politicians exercised this much
attention in the management of their own finances. To
repeat my point, the true essence of CSR is the way the
core business of a company is integrated with the various
components of the environment. | look forward with antici-
pation to the future development of CSR at Kyowa Hakko.

Third-Party Verification

Sustainability Report 2007
Third-Party Verification—Written Opinion
(Translation from Japanese)

L]
s:’a September 4, 2007
LARZY TN 4P

Dr. Yuzuru Mgts‘{:da
President and Chief Executive Officer % A m—)
Kyowa Hakko Kogyo Co., Ltd. V
Akio Yamamoto
Chairman, Verification Advisory Committee

Yasuo Tanaka
Chief Director, Responsible Care Verification Center
® Objectives of Verification

This Responsible Care Report Verification refers to “Sustainability Report 2007," which was prepared by

Kyowa Hakko Kogyo Co., Ltd. It expresses our opinion as chemical industry specialists.

® \/erification Procedures

» At the corporate level: The consistency of the report with the evidence was checked, and the methods used
to aggregate and compile performance indicators reported from each site (office, plant) were confirmed by
interviewing those responsible for operations and the compilation of data, and by seeking documents and
requesting explanations of those documents.

» At the site level: The consistency of the report with the evidence was checked, and the methods used to
calculate and aggregate performance indicators reported to the head office by each site (office, plant) and
the accuracy of numerical values were confirmed by interviewing those responsible for operations and the
compilation of data, and by seeking documents and requesting explanations of those documents. The site
selected was the Sakai Plant.

» Performance indicators and information in the report were verified by sampling.

@ Opinion

1)The reasonableness of methods used to calculate and aggregate performance indicators (numerical data),
and the accuracy of numerical values.

» Performance indicators were calculated and aggregated reasonably by the head office and the Sakai Plant.

= The performance statistics were calculated and aggregated accurately across the scope of the survey.

» Performance calculation using Excel risks accidental replacement of fixed numbers such as coefficients.
Accordingly, it is advisable to ensure that figures cannot be overwritten.

2) Consistency between information in the report and evidential documents and materials.

e It was confirmed that information shown in the report was consistent with the evidential documents and
materials that were examined.

» There were issues with the appropriateness of expressions or ease of understanding at the draft stage, but
these have been corrected in the present report, and there are now no specific aspects that require further
documentation.

3) Evaluation of Responsible Care (RC) activities

« We were impressed that Kyowa Hakko actively undertakes to develop new products with the aim of
contributing to society through its business activities.

» We were impressed with Kyowa Hakko's efforts to enhance corporate governance by such means as
strengthening internal control and establishing an internal compliance-reporting system.

* We were impressed that the Sakai Plant promotes understanding among area residents through advance
explanations of important new plant facilities, that it actively seeks to reduce atmospheric emissions of
organic matter, that it has continued its accident-free record, that it practices neatness, orderliness,
cleanliness and cleaning, and that it has worked to improve wastewater treatment facilities.

4) Characteristics of the report

» We were impressed by Kyowa Hakko's effort in again holding a stakeholder meeting, soliciting the views of
concerned parties and reflecting those opinions in the report.

* The report is designed for easy reading: the Foreword contains information on highlights and featured
topics, and technical terminology is appropriately explained where it appears.

* The report contains information on therapeutic antibodies developed using fermentation technology and on
Kyowa Hakko's involvement in green chemistry.
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Electron microscope photograph of
Escherichia coli

General-purpose Escherichia coli strains
that have no pathogenic factors are used in
the production of various substances.

For instance, Kyowa Hakko has established
an interferon production technology that
uses the Escherichia coli.






