22

23

24

31

34
35
39
40
41
42

43

44
45
47

48
— 49

52

53

56

95

Chapter 1 Our Vision

Chapter 2
Sustainable Growth Strategy

Members of the One Global
Leadership Team

Executable Plan Based on the “Forging
the future” Management Policy

Message from the CFO

Business Strategy
Message from the Business Unit Heads
Specialty Materials
Industrial Gases
Health Care
MMA
Petrochemicals and Carbon Products

Message from the Chief Supply Chain
Officer

Innovation
Message from the CTO
Innovation Strategy
Intellectual Property Strategy

Digital
Message from the CDO
Digital Strategy

Message from the Chief Strategy
Officer

Building an In-House Understanding of
the Management Policy

Chapter 3
Strengthening ESG Activities

Chapter 4
Financial/Non-Financial
Information

© Return to the previously viewed page

—— Digital

Digital Strategy

We are making steady progress with our digital
strategy aimed at improving earnings and developing
Smarter Employees. We are working to become a
digital chemical company by utilizing digital
technologies and digital business models, coordinating
across divisions to create new value, and leading
transformation inside and outside our organization.
This will allow us to cement the competitive advantage
of the Mitsubishi Chemical Group.

DX across all end-to-end processes to become
a digital chemical company

Our digital divisions have been tasked with playing three
key roles: (1) Trusted Operator, creating environments to
take full advantage of digital technologies; (2) Business
Creator/Co-Creator, creating and co-creating new value;
and (3) Change Instigator, leading our transformation
journey*. We are implementing a range of projects on the
road to becoming a digital chemical company. We have
clarified what we need to do under each of these three
roles, set KPIs, and are monitoring progress to steadily
execute our strategy. In the past few years, there have
been significant expectations for the digital divisions to
act as Business Creator/Co-Creator and Change
Instigator, so we are focusing our efforts on projects
where we can play these roles.

When implementing projects, we take into account
the timelines and scale of expected outcomes as well as
the role we are playing. In parallel with initiatives for
“tactical improvements” to quickly unlock potential value,
we are pursuing the phased implementation of multiple
projects that span everything from “basic transformation”
to “enterprise transformation” in order to generate
outcomes that will have a substantial impact over the
medium to long term.

Through these programs, we will use end-to-end
processes at the MCG Group as the starting point for our

organizational and corporate operations.

* Created in-house based on 2020 Global Technology Leadership Study
by Deloitte Tohmatsu Group

Relationship between a digital chemical company and
Smarter Employees

Hyper Digital business, Informed
Awareness agility Decision-Making

Real-time deep Fact-based
understanding Smarter decisions

Employees

Fast Execution

Rapid action,
ongoing review

v
Global excellence

Key projects

Creating environments to take full
Trusted Operator . .
advantage of digital technologies
Management: Realize data-driven decision-making by visualizing
earnings and business performance
Manufacturing: Introduce operational data sharing platform to control

plant operations remotely
HR: Develop Smarter Employees, set up reverse mentoring for IT

Business Creator/Co-Creator Creatlng and co-creating
new value

Sales: Improve commercial capabilities through dynamic pricing
GX: Use digital technologies to strengthen LCA system
HR: Introduce global HR system

(GIEGCEILEICEILIE Leading our transformation journey

Procurement: Transform our procurement functions

R&D: Develop and utilize unique data-based applications to speed up
customer solution proposals

Infrastructure: Consolidate global ERP system

Infrastructure: Promote citizen development using low-code platform

Logistics: Establish collaborative logistics in the chemical industry
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Need to work smarter to become a digital chemical company

Digital chemical company

Optimized information
and resource sharing
Leaner, digital, empowered

Contributes in each
business area
Employee engagement

Smarter Employees

Find better ways to work in all businesses

@ Visualize information on organizations and employees globally
Connect employees with different values and develop new
knowledge through collaboration

@ Develop the next generation of leaders, nurture talent for
transformation, encourage personal development
Research, think, and learn

Road to becoming a digital chemical company

@ Enterprise
transformation
Accelerate and
mature process-
oriented enterprise
operations

@ Process
@ Basic transformation

transformation Strengthen individual
Standardization and processes for
simplification of competitive advantage
end-to-end processes (10% differentiated
(90% standardized) for competitive

advantage)

(© Tactical improvements

Quickly unlock potential value
through cooperation between, and
improvements at, business groups
and functional units
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- Digital

Digital Strategy

Promoting DX throughout the supply chain

Change Instigator

R&D: Development of MI Bridge, a Data Utilization
Application to Accelerate Customer Solution Proposals
The MCG Group has built a data utilization application
called MI Bridge. Ml Bridge enables co-creation between
data scientists and material science and business experts.
By incorporating the appropriate data processing and
machine learning algorithms on Ml Bridge, data scientists
enable researchers to easily register experimental data,
search for experimental data, and perform inference and
inverse analysis using machine learning techniques.
Through “MI Bridge,” researchers’ experience and tacit
knowledge can be shared, thus integrating insights in
material design. This can reduce material development
time and create new added value, leading to the
acceleration of solution proposals to customers. The MCG
Group is committed to promoting MI Bridge's internal
adoption and feature enhancement, with the ultimate
objective of providing more rapid and effective material
solutions to our customers.

Scheme of the application (MI Bridge)

Researchers with
expert knowledge

. = Operational
Experimental =
? data Qd@ efficiency

MCG

Intelligence

Bridge
Data scientists () Produce
Data = added

Application utilizes value

internal data
MI Bridge

processing §@§
Machine B
Learning

Algorithms

Trusted Operator

Manufacturing: Introduce operational data sharing
platform to control plant operations remotely

Labor forecasts point to a shortage of human resources
with extensive work experience because of the decline in
birth rates and increased employment mobility. We are
working to develop remote operation technologies that will
allow experienced machine operators or staff to supervise
and operate plant equipment from remote locations. We
are installing and testing an operational data sharing
platform that allows error-free, comprehensive, accurate,
and rapid retrieval, by device serial number, of the
manufacturing and maintenance data stored in various
systems from a remote location.

This infrastructure will support remote operational
control and allow decision-making based on accurate data.
If problems arise, the system should allow us to minimize
any impacts and rapidly restore services.

Business Creator/Co-Creator

Sales: Improve commercial capabilities through
dynamic pricing

We are working to establish the latest world-class price
management processes for our global operations by
introducing a dynamic pricing program, with the goal of
establishing the structures needed to improve profits. We
are implementing data-driven pricing by using a tool that
provides detailed information on costs and profits and
consulting with an appropriate forum of stakeholders. The
insights and proposed prices derived through this process
allow our sales force to be more convincing in negotiations
with the customer.

We have started using this approach in a number of
businesses and have had success in improving margins
significantly, even in difficult market environments. This
program is just the first step in our goal to build a world-
class commercial organization.

Mitsubishi Chemical Group Corporation KAITEKI REPORT 2023
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Logistics: Establish collaborative logistics in the
chemical industry

A recent trend in the logistics industry has been the
increase in demand for consumables logistics,
which tend to involve smaller loads. At the same
time, we are seeing a rise in the average age of
truck drivers and sailors, creating a labor shortage
and in turn a tight supply-demand balance. Labor
shortages will impact transportation and storage
operations in the chemical industry as well, and this
is a key issue for our business operations.

Against this backdrop, Mitsubishi Chemical
Group Corporation has started working with other
companies in the chemical industry to take a more
collaborative approach to logistics that goes
beyond single company operations. For example,
we have launched a study with other companies to
investigate the development of a digital platform to
consolidate transportation routes and optimally
match cargo with vehicles for greater transportation
efficiency. We plan to collaborate on this concept
with more companies in the future. As well as
ensuring efficient and stable logistics services, this
program is expected to reduce GHG emissions.

Schematic of joint transportation program

o By =
@ >
/Hub Main line transportation
= =

l Improve loading efficiency
Eﬂﬂl by combining cargo and °lg8
vehicles across different companies,
consolidating routes
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—— Digital

Digital Strategy

Using digital technology to change
organizational foundations

Change Instigator

Infrastructure: Promote citizen development using
low-code platform

App development has generally been considered
technologically challenging and difficult for employees
without specialist expertise. MCG has decided to tackle this
by introducing a tool that can be operated intuitively by
anyone, even employees without programming expertise,
to easily produce an app. We have also built our own App
catalog, where employees can upload their own apps.

This allows employees to share the apps they have
developed for use by other members. This sharing of
ideas and outputs will contribute to greater operational
automation and data visualization, thereby helping us to
create effective solutions in shorter time frames.

We continue to work on creating an environment
that promotes citizen development and supports
communication among our people, with the goal of
driving innovation and improving ability and capability
across the organization.

Enhanced app development
e Deliver an environment where even those without specialist expertise

can intuitively develop apps
e Establish an App catalog so that anyone can use citizen-developed apps

‘ More people capable of development (engineers) ‘

“{ Citizen developers K Digital divisions

«Search the App catalog  «Low-code platform « Support for citizen
for helpful apps to supports app development
download development even if «Develop complex apps
the developer lacks
specialist expertise
- Upload to the App catalog

App catalog
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Management: Realize data-driven
decision-making by visualizing earnings and
business performance
One of the key elements when realizing the
“Forging the future” management policy is to use
consistent rules to visualize earnings and business
performance across the entire Group. In the past,
different companies within the Group have used
different reporting definitions and data aggregation
involved manual processes, making it difficult to
get an overall picture of earnings and business
performance in near real time.

We have therefore formed a cross-departmental
team to develop an integrated dashboard that
will automatically reflect earnings and business
performance-related data from Group companies
in near real time. The dashboard has been
loaded with financial and business performance
management indicators used for financial
management and can be used by business group
and functional unit leaders to check information on
earnings or progress versus targets. The use of
standardized management indicators and output
from structured data processing allows decisions
to be made based on the right numbers regardless
of timing.

Other positives from the dashboard being
an obligatory part of our operations include
maximized data reliability and a significant
reduction in manual processes to prepare data. As
a result, all organizational units can now focus on
understanding how they are progressing versus
targets. We continue to add more financial and
non-financial indicators to the dashboard and
expand the concept based on an enterprise value
driver tree.

Trusted Operator

HR: Develop training programs for Smarter
Employees

Our goal is for all MCG Group employees to

be “Smarter Employees.” We define “Smarter
Employees” as employees capable of utilizing
digital technologies and business models and
making various changes themselves to find
more effective and efficient ways of working,
from improvements in daily tasks to business
transformation and value creation. We need to work
smarter than before if we are to become a digital
chemical company, so we have positioned this
as a focus theme for the entire organization.

In fiscal 2022, we clarified our vision for the
types of Smarter Employee needed and put
training systems into place as part of the “One
Company, One Team” concept. We are expanding
the range of training programs available, tailored to
the needs of different employee groups from new
recruits to management levels as well as training
relevant to all employees, and are systematically
implementing our development plans.

Summary of main training sessions

On entry to the Company

- Digital literacy basics
+ DX basics

For all employees

- Data analysis, Data visualization, Robotic process
automation (RPA)

« Design thinking, Agile, Data use/application and
management

« Information security, Change management

For management

« Applying digital technologies, Examples of DX inside
and outside the Company

- DX follow-up
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