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This report focuses on the UBE Group’s commitment to the
environment, safety and health in fiscal 2003.

It has already been many years since discussions began on
the problem of global warming, and PRTR (Pollutant Release
and Transfer Register) has been launched to help control the
release of chemical substances, waste materials into the envi-
ronment and prevent soil pollution. European countries contin-
ue to lead in this field, strengthening safe control of chemicals
in recent years. However, last year several accidents and
equipment mishaps occurred at major plants and facilities,
heightening public awareness of the need for greater environ-
mental safety.

The UBE Group likewise adheres to and actively works for
the policy of responsible care activities, holding as a basic tenet
of its business philosophy that its products will support the
environment, safety and health at all stages of their lifecycle,
from product development and manufacture through distribu-
tion, use, consumption and disposal. In 2004, UBE initiated a
new Medium-Term Management Plan, “New 21*UBE Plan
II,” which has as its keywords “Speed and Reliability,” and
which is directed toward continuing the implementation of the
policies of the previous Medium-Term Management Plan. In
keeping with the theme of the previous plan, i.e.,
“Environmentally Oriented Business Practices,” continuing
safety and environmental programs will build on the progress
achieved in waste management and efficient use of resources
such as biomass systems to work towards a “recycling-based
society.” Energy conservation, which addresses the global
warming problem, curtailing the release of substances that neg-
atively impact the environment and safe management of chemi-
cals are other policy areas where UBE’s efforts will continue as
it works to contribute to the creation of a sustainable society.

Recently, as awareness of corporate social responsibility
increases, demand is growing stronger for corporate disclosure
of information relating to the core areas of economy, society
and the environment. In this year’s report UBE discusses envi-
ronmental programs, health and safety policy, and accident
prevention, which fall into the core topic areas of environment
and safety, but also offers a thorough discussion of activities
and policies ranging from business operations and corporate
governance to corporate ethics, compliance, social contribu-
tions and communications with local communities.

The UBE Group hopes that its stakeholders will gain from
this report a clear understanding of the efforts being made
toward the improvement of the environment, safety and health,
and continue to offer their growing support in the future.

UBE Industries, Ltd.
President and Group C.E.O.
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Kazumasa Tsunemi
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of March 31, 2004)

The history of the UBE*1 Group*2 starts from the Okinoyama Coal
Mine, established to develop the coal fields at Ube, Yamaguchi
Prefecture. With its commitment to “co-existence and co-prosperity”
with the local community, the Company used the limited coal industry
as a starting point to create industries that would give rise to unlimited
value, developing a succession of new businesses needed by the times
to bring long-lasting prosperity. Unremitting self reform, a desire to
progress through original technologies, and the ideal of sharing with
various shareholders*3—these are the UBE Group’s core identity that
have permeated its long history.

Today, a century after its founding, UBE is a manufacturer of
Synthetic Chemicals and Resins, including nylon resin and synthetic
rubber, Fine Chemicals and Specialty Products, including electronics,
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battery materials and pharmaceuticals, Energy and Environment prod-
ucts, including coal and electric power, Construction Materials, includ-
ing cement and building materials, Machinery and Metal Products,
which include heavy machines, industrial machines and aluminum
wheels, as well as a variety of other products. Through the five core
business fields, UBE contributes to society with diversified products.

In 2001, in order to clarify its direction in the future, UBE defined a
new corporate vision: “Wings of Technology, Spirit of Innovation.
That’s our DNA driving our global success.” Based on this vision, the
UBE Group, which is imbued with a frontier spirit and which uses the
most advanced technology, will continue to create next-generation
value. Using management resources and concentrating them on suc-
cessful businesses, we are committed to further, ongoing progress.

01 02 03

| | Synthetic Products and Resins [ Fine Chemicals and Specialty Products

*For fiscal year 2001, Synthetic Products and Resins and Fine Chemicals and Specialty Products are combined.

| Energy and Environment

@ Founded: June 1897 @ Business Synthetic Products and Resins:
Areas: Caprolactam, nylon resins, industrial products, synthetic rubber, polyethylene
@ Consolidated:  March 1842 Fine Chemicals and Specialty Products:
) Functional materials, fine chemicals, pharmaceuticals
@ Capital: ¥43.5 billion )
Energy and Environment:
Coal and electric power
@ Employees: 3,208 P
(Non-consolidated) Construction Materials:
Cement, building materials
11,397 )
) Machinery and Metal Products:
(Consolidated) . . . . ) . .
Metal molding machines, resin molding machines, crushers, transportation equipment,
bridges and steel structures, aluminum wheels
@ Business Results:
Consolidated Net Sales Consolidated Operating Income
(¥ billion) (¥ billion)
6,000 300
3375 5135 511.3 263
5,000 250
22.0
4,000 200 s
3,000 150
2,000 100
1,000 50
0 0
01 02 03 01 02 03
Net Sales by Segment*4 (Consolidated) Operating Income by Segment (Consolidated)
(¥ billion) (¥ billion)
2,500 10 9.5. 9.6
231.0
2,000 189.0 185.6 8 7.4 73
173.7
150.5 149.3 6.0
1,500 6
101.6
1,000 90.0 95.2 4 3.5 3.4 38 3.9

01 02 03

[ Construction Materials | | Machinery and Metal Products [ Others

*1. UBE: UBE Industries Ltd. (non-consolidated)
tions, and all entities and individuals influenced by the actions of the Group in society.

Synthetic Products and Resins and Fine Chemicals and Specialty Products are combined.

*2. UBE Group: UBE Industries and its 169 Group Companies. However, on pages other than this “Group” refers to 12 principal companies. (See “Editorial Policy” on p. 39 for reference.)
*3. Stakeholders: Not only associates of the Company directly affected by performance, such as employees, stockholders and customers, but also regional communities, governments, mass communica-

*4. Segment: Category of Operations. UBE Group presently recognizes six categories of operations for which profit and loss are accounted for individually: Synthetic Products and Resins, Fine
Chemicals and Specialty Products, Energy and Environment, Construction Materials, Machinery and Metal Products, and Others. However, on all pages except this one, the listed data for



B Overview of Medium-Term Management Plan of the “New 21<UBE Plan II”’

From fiscal 2001 to fiscal 2003, UBE Group implemented the fiscal 2004, a new Medium-Term Management Plan was launched—
“New 21<UBE Plan” Medium-Term Management Plan. Starting in the “New 21<UBE Plan II.”

@ Term of plan:  Fiscal 2004 to 2006 (three years)

@ Concept: Continuation of the developments of the previous Medium-Term Management Plan, elimination of debt, expansion of business and
establishment of growth trajectory for success.

@ Key words: “Speed and Reliability” By increasing the speed of PDCA cycles, business and management targets will be achieved sooner and
stakeholder trust will increase.

@ Key issues: Strengthening and expanding the Group’s business profitability

a) Core businesses: expand operations by concentrating management resources while ensuring that we reap the returns of past

investments.

b) Fundamental businesses: generate stable cash flow through ongoing restructuring and cost-reduction efforts, thereby strength-
ening our earnings base.

¢) Financial structure: continue work to improve the financial structure.
The plan calls for maximizing operating income while holding down capital investment, there ing free cash flow to pay
down ¥31 billion in debt. For this reason, capital investments for the coming three years will b d to within 80% of amor-
tization and depreciation.

@ Numeric goals: Fiscal 2006 Fiscal 2003

Operating Income to Net Sales Ratio Above 6% 4.3%
Ratio of Business Profit to Assets (ROA) Above 5% 3.3%
Net Debt/Equity Ratio Less than 3.0 times 4.4 times

I Domestic and Overseas Bases

UBE Europe GmbH \\.

. ort|

UBE Machinery Inc.
UBE Automotive North America Sarnia Plant, Inc.

UBE America, Inc.

. UBE Automotive North America Mason Plant, Inc.
| UBE Automotive North America, LLC.

e Fine Chemicals (Wuxi) Co., Ltd.
UBE Cor, Ube Electronics (Wuxi) Co., Ltd.
UBE Chel Ube Nitto Kasei (Wuxi) Ltd.

UBE Engine Ube (Shanghai) Ltd.
Ube Machinery (Shanghai) Ltd.

UBE (Hong Kong) Ltd.

UBE Electronics (Philippines), Inc. pan
58 Isa Cement Factory

-9

¥ ;h; I Chiba Petrochemical Factory
Thai Caprolactam Public GOl 7 anch Polymer Laboratory
UBE Nylon kai Factory | 1oyyo Head Office
Thai Synthetic Rubbe? a Branch
e

UBE Singapore Privaté

-

emical Factor
Nishi-Oki Factory
UBE Cement Factory
Okinoyama Coal Center
UBE Research Laboratory
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DR CLOSSARY

*1 Free cash flow: Refers to cash flows from operating activities minus cash consumed by operations (cash flows from investing activities).
*2 Net debt/Equity ratio: (Interest-bearing debt — cash and cash equivalents) + stockholders’ equity.
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Internal Cont

H Corporate Governance*!

In 2001, in order to separate corporate governance and management
functions, UBE introduced an executive corporate officers’ system and
restructured governing procedures for the Board of Directors.

The new executive corporate officers’ system gives total responsi-
bility for business activities to executive corporate officers to
enhance speedy decision-making. At the same time, the Board of
Directors’ role from the medium- and long-term standpoint is to
advocate profit on behalf of stockholders. By monitoring the appro-
priateness and efficiency of operations, greater transparency will be
achieved throughout operations, maximizing stockholders’ value and
minimizing risk for investors.

Accordingly, the number of Board members has also been reduced

to nine. UBE has not adopted the company-with-committees system
and does not have any outside corporate directors, but it does have an
Evaluation and Compensation Committee and a Nomination
Committee appointed as an inner committee of the Board of Directors,
and it is considering introducing outside directors to the board in the
future. Two of the four auditors are from outside the Company.

While paying continuing attention to what optimum corporate gov-
ernance should be, UBE has taken the above steps to ensure that poli-
cy is implemented promptly and effectively, and it will continue to
strengthen business functions in corporate management to further
enhance its strategic decision-making and corporate governance func-

tions in the future.

Overview of Corporate Governance

Operations Method for Group Management and Consolidated
Management of Division Companies

© Group Management

The Group CEOQ*2 (Company president) is appointed by the Board of
Directors and is responsible for the direction of the Group and the
clarification of policy directives. The CEQ also sets goals for each
division/company and makes decisions on personnel, materials and
management resources necessary for the realization of those goals.
Decisions relating to matters beyond the authority of a single
division/company are also the responsibility of the CEOQ.

@ Division/company Management and Business Operations
Each division manager or company president will act autonomously and in
accordance with policy jointly determined with Group management policy
to direct the division/company in the effective use of allocated manage-
ment resources toward the achievement of the division/company’s goals.

® Group Staff Department

The Group Staff’s role is to support the strategic planning and business
results management directives of the Group and division/company man-
agements by effectively providing the staffing, materials and procure-
ment of management resources, as well as the common, specific and
highly specialized systems and resources necessary for each operation.

Decision-making System

The UBE Group separates the functions of Governance and
Management. It promotes transparency and efficiency in its
corporate management by the following decision-making
methods and procedures.

© Board of Directors

The Board of Directors issues decisions on topics affected by commercial
laws and relating to corporate policy and major company directives, act-
ing in the best interests of stockholders and with an eye to the medium
and long-term health of the Group. The Board of Directors is the highest-
ranking decision-making body in the Group and is comprised of all UBE
directors. Discussions are led by the Chairman and meetings are held on
an as-needed basis, but not less than once every three months.

The Board of Directors also appoints subcommittees for effective

steering, appointing several of its members to the Nomination

Committee and the Evaluation and Compensation Committee.

@ Group Strategic Management Committee

Based on the policy and regulations of the Group Management

Committee, this committee discusses and decides issues relating to

group-wide allocation of resources and other necessary items, including

budgets, projections, medium-term business plans, capital investment

and investment and loan plans, as well as other important items which

impact the Group as a whole.

@ Chemicals Steering Committee, Company Steering Committee
( Cement & Construction Materials, Machinery and Metal Products)
These division/company-level committees discuss and/or make decisions

on Group strategy and other important issues based on Group policy

and regulations.
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Group Corporate Governance System

Shareholders’
General Meeting

(Decision—making ] ‘ (

Audit |

and Direction ‘ ‘

Board of
Corporate Auditors

Board of Directors
(Speaker and Chairman)
Evaluation and

Compensation
Committee

Accounting

Audit

J

Nomination
Committee
\ !
( |

Executive Officers

Executive Officers
Headquarters, Research
and Development,
Division/Company

L Operations Management

Group CEO —

_ Group Strategic .
Management Committee

Chemical Segment
Steering Committee.
Company Steering
Committee
(Cement &Construction
Materials, Machinery
and Metal Products)

Research and Development
Policy Meeting

Group Environment and Safety
Committee

[l Group Product Safety (PL)
Committee

Personnel Measures Committee

—| Compliance Committee
[ | Information Security
Committee
[ | Restricted Cargo and Export
Management Committee
L | Overseas Crisis Management
Committee

~

J

*1 Corporate Governance: Management policies and actions designed to uphold laws and rules of conduct throughout the Group and companies, in order to promote legality, sound management and

efficiency throughout the organization.
*2 CEO: Chief Executive Officer



— S

M Risk Management

@ Compliance Committee

In response to the growing demand for thorough compliance*! in corpo-

rate activities and operational performance, UBE codified “Our

Personal Action Guideline” in 1998, to promote compliance awareness

among all its directors and staff. The Company followed this with the

April 2002 publication, “Our Personal Action Guideline: Case Studies,”

which provided concrete guidelines for action. In March 2003, we

implemented additional measures in order to further improve upon our
past efforts in the form of the following policies:

(1) “Our Personal Action Guideline” is revised in part to reflect more
strongly the statements of the Group’s corporate ethics. At the
same time, “The Guideline” has obliged a all directors and employ-
ees of the UBE Group to act suitably.

(2) In order to ensure and promote compliance, the Compliance
Committee is organized with Chief Compliance Officer*2, a lawyer
and a secretariat. The same organization is established under the
respective internal companies and Group companies.

(3) In order to swiftly identify and rectify problems, a direct contact
line, the “UBE C-line,” has been available to all employees to
directly notify of potential breaches of compliance without recourse
to the normal chain of command.

UBE will improve and strengthen compliance throughout the Group by

using this organization and system.

Our Personal Action Guidelines

l Chapter 1: Corporate Mission and Creation
of Value

Chapter 2: The Law and the Corporation
Chapter 3: Social Trust and Rating
Chapter 4: Impartiality and Sincerity
Chapter 5: Safety and the Environment
Chapter 6: Human Rights and the Workplace
Chapter 7: Information Disclosure and the

Regional Community

Chapter 8: International Society and the
Corporation

Chapter 9: Conclusion: Establishing
Corporate Ethics

@ Information Security Committee

The officers and employees of the UBE Group are aware that informa-
tion is a business resource every bit as important as personnel, materi-
als, money and time. Because of the diverse and important influence
that information has on so many aspects of its business the Group
launched an ”Information Security Committee” in 2002.

The Information Security Committee sets and disseminates securi-
ty policy, assesses compliance with measures and generally oversees
all matters relating to information security. Since 2004, the
Committee meets once every quarter to discuss ways to further pro-
tection of information.

@ Restricted Cargo and Export Management Committee

In July 1997, the Group’s “Restrictions on Strategic Cargoes and
Export Management”” was completely revised and put into the form of
the “Restricted Cargoes and Export Management” (Compliance
Program), and at this time the Restricted Cargoes and Export
Management Committee was established.

The Committee is responsible for managing company exports and
policy where it concerns foreign exchange rates, international trade
laws, and export laws designed to ensure international peace and safe-
ty. The Committee acts to educate the Group regarding these laws,
forthwith referred to as “‘Foreign Trade Restrictions,” and ensure that
activities or proposals which might be in breach of these restrictions,
in particular the export of controlled materials or technology, do not
take place.

@ Overseas Crisis Management Committee

UBE Group has an increasing number of employees working overseas,
including employees with families, and it recognizes that security and
safety issues are growing. In an effort to ensure the safety of its expa-
triate staff and local employees alike, UBE set up a group-wide
“Overseas Crisis Management Committee” (OCM*3) in 1997.

This Committee forms the core of company efforts to ameliorate the
risk of an overseas crisis. It has created a manual broken down into cri-
sis levels and based on scenarios, created models for normal and crisis
operations for overseas locations, and made plans for a swift response
to a variety of situations that might affect its overseas staff, staff fami-
lies and local employees.

UBE also prepares employees and their families for overseas assign-
ments with lectures and materials on local security, points of caution
and proper response in a crisis situation, so that they are confident in
their new work environment and prepared to respond to emergencies.

@ E-manual

In 1996, UBE prepared its first domestic emergency manual (“E manu-
al”) to train in early response to and external action in case of emergen-
cies, and in 2003 substantially revised the contents to include not only
early response measures and external actions but additionally an emer-

gency communications network and a crisis management HQ system.
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*1 Compliance: This means, while observing laws, company regulations, international rules and other social rules, to respond to the trust of both domestic and overseas society to the UBE Group and to act in sincerity in our business

activities and performance.
*2 Compliance Officer: Executive officer responsible for all aspects of compliance in the UBE Group.

*3 OCM: Overseas Crisis Management
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RC)*1
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Since 1990, when the Responsible Care (hereinafter referred to as
RC) activity started in Japan, UBE has been carrying out these activi-
ties not just in the Chemical segment, but also in Construction
Materials, Machinery and Metal Products, Energy and Environment
segments, as well. RC activities are also developing throughout the

Responsible

Group as a whole. As a member of the Japan Responsible Care
Council (established in 1995), UBE promoted RC activities under the
following six codes to protect staff, local residents and regional envi-
ronment, safety and health.

Environmental and Safety Principles

’

porate activities.

all of its Group companies.

As members of society, corporations must be fully conscious of their own responsibilities regarding their contri-
butions to society, environmental preservation and the maintenance of health and safety in performing their cor-

As the core company in managing the consolidated UBE Group, UBE shall pursue the following vision in
order to perform its leadership role, and shall work to improve the quality of the environment and safety among

~\

’

Safety Management
human life.

Environmental Preservation

Product Safety
safe and reliable products.

Health Management

and social vitality.

Ensuring safety shall be the priority in all areas and activities under UBE’s commitment to respect
As a responsible corporate citizen, UBE shall act positively to protect and improve both community and
regional conditions and to work for the preservation of the global environment.

The UBE Group shall pursue its corporate responsibility in providing its customers and the public with

UBE recognizes that maintaining and promoting the health of its employees is the basis of corporate

Instituted April 1, 1992. Revised April 1996, July 1999 and April 2003.

Kazumasa Tsunemi,
President and Group CEQ
Ube Industries, Ltd.
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B What is RC activity?

Responsible Care (RC) is a set of voluntary initiatives based on the prin-
ciples of autonomous decision-making and self-responsibility. Under RC,
corporations that manufacture and/or handle chemical substances are
working voluntarily to preserve health, safety and the environment in
every process, from the development of chemicals through their manufac-
ture, distribution, use and final consumption and disposal. This includes
maintaining ongoing dialogues and discussions with the public by openly
disclosing the results of these efforts.
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@ UBE takes actions in six themes for environment, safety
and health

1. Environmental Preservation
Environment-friendly business activities that promote
energy conservation, reduction of environment-polluting
emissions and other pro-environment operations

2. Process Safety and Disaster Prevention
Carrying out safe operations and preventing accidents

3. Occupational Safety and Health
Protecting the safety and health of workers

4. Product Stewardship
Manufacturing safe products and providing proper infor-
mation on correct usage

5. Logistics Safety
Implementing safe transport

6. Publication of performance reports and dialogue with society
Publishing performance reports and promoting further
mutual understanding through public dialogue

*1 Responsible Care (RC): Initiated in Canada in 1985, the RC is introduced by the 47-member countries of International Council of Chemical Associations established in 1990. In Japan, the Japan Responsible Care Council was established

within Japan Chemical Industry Association in 1995, whose member companies are 111.



The UBE Group established the Group Environment and Safety
Committee, consisting of Group Management Committee members and
chaired by the president (also the Group CEO), as the highest decision-
making entity in the area of safety management, environmental
preservation and health management as set out in our Environmental
and Safety Principles. This Committee decides Group policy as well as
implementation plans relating to the environment, safety and health.
From fiscal 2002, the Group Safety (Product Liability)
Committee has been determining and reviewing the policy relating to

fety Management System

product safety. Under the Group Environment and Safety
Committee, individual Environment and Safety Committees were set
up for each of five business areas as shown below, and each commit-
tee deals with environment and safety measures that relate to the
business operations of each area in accordance with the policies and
plans determined by the Group Environment and Safety Committee.
In addition, four further separate committees were set up to exam-
ine, report on, and review specific activity plans.

e Chemical Segment ES Committee

=mm Construction Materials Company ES Committee

Machinery and Metal Products Company ES Committee

Group ES Committee

Chairman: Group President and CEO

Vice-Chairman: ES Officer
(Managing Executive Officer)

Secretariat

ES Department

Energy and Environment Division ES Committee
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Corporate Research and Development Division ES Committee

Global Environment Preservation Promotion Committee

Earthquake Countermeasures Committee

ES Audit Committee

ES Inspection Committee

Group Product Safety (PL) Committee

Chairman: Group President and CEO

Vice-Chairman: ES Officer
(Managing Executive Officer)

Secretariat

ES Department

Product Safety (PL) Committee for each Segment

Corporate Planning & Administration Office
General Affairs & Personnel Office

@ Responsible Care Management System

In an effort to continually improve its performance in regard to the
environment, safety and health, the UBE Group promotes the manage-
ment system based on a PDCA (Plan, Do, Check, Action) cycle.

Specifically, the Environment and Safety Committee for each seg-
ment formulates concrete plans that reflect the plans determined by the
Group Environment and Safety Committee, and each office or facility
implements measures based on these plans.

Moreover, all offices, facilities and group companies are subject to
annual environment and safety audits by audit team and inspections by
the management. On the basis of these, corrective measures may be
required to be implemented where applicable, and results are reported
to the Group Environment and Safety Committee and to the ES
Committee for each segment.

P pian (A Action)

Audit/inspection

result report I

Audit/inspection

result report l

Group ES Committee
(ES officers)

'

C Check

ES Committees for
segments

ES Audit
Committee

ES Inspection
Committee

Offices and Facilities
(Factories, laboratories, and
subsidiaries and affiliates)

2 (P)y

Receiving Audit/inspection (A) (D)

NOL4

(Internal audit by ES officers, etc.)




Care Activities

The UBE Group is promoting its Responsible Care activities

Fiscal 2003 Targets Fiscal 2003 Planning and Policy

1. Health and safety “Risk Assessment implementation and 0SHMS introduction” and
RC di £ t ts: C 5 t h “Improvement of Health Management System”
i medium- (_erm arge _S' arrying out enhance- 2. Process safety and disaster prevention “Confirmation of facility safety and double-
Common Points ment of sustainable environment, safety and checking of self-imposed management level”
health qualit plans 3. Environmental preservation “Implementation of environmentally oriented business
Yy practices”
4. Product Safety “Upgrade of administrative management””
1. Promotion of compliance activities
2. Preparations and revisions of restrictions and standards relating to
environment, safety and health
3. Implementation of “Environment and Safety audits”
4. Implementation of “Environment and Safety Inspection” and “‘Special Inspections’
o 5. Holding of “Environment and Safety Committee” and “Product Liability (PL)
< Committee”
fmay
=
D 1. Reduction of greenhouse gases, precise response to internal and external trends
o
—n
";DU 2. Response to 5th Water Pollution Regulations
w
S Reducing output of substances that negatively
o . . 3. Response to PRTR Law
=S impact the environment
L2,
C_T 4. Reduction of noxious air pollutants
D
(el
g 5. Reduction of industrial waste
D
Qh 1. Improved safety assessment (Plant Safety Assessment)
E- 2. Support and follow-up to facility inspections and implementation of
— L . . improved planning
= Elimination of facility accidents B B
8 3. Thorough analysis and verification of facility accidents and failures

4. High-pressure gas: Promoting voluntary handling and disaster prevention
< Health Management> 1. Company-wide health management and management integration
Strengthening of health management systems 2. Structuring of Ube regional management system and strengthening of health

education and guidance

—

. Promotion of conformity to OSHMS, total implementation of risk management

IN)

. Implementation of safety awareness improvement policy

< Occupational Safety>
Reduction of occupational accidents

&0

Complete analysis of past accidents

IS

. Improvement of environment and safety audits and inspections

v

. Receiving JRCC third-party verification (Chiba Petrochemical Factory)

-

. Holding regional distribution conferences
Full implementation of Container Emergency
Card notification

IN)

. Revising maintenance and management plan for tanks

w

. Emergency Card management and promoting adoption of Container Emergency Cards

—

. Improvement of chemical product safety management and operational efficiency

IN)

. Chemical products hazard and risk notification and improvement

=

Chemicals and Strengthening of measures and upgrading Improvement of safety management functions

product safety practical management

IS

. Strengthening service functions to Group companies

v

. Continuation of HPV safety program

o

. JRCC third-party inspection verification visits
(Head Office and UBE Chemical Factory)

-

. X . Promotion of community and social dialogue
Dialogue with

communities

N

. Improvement of disclosure and transparency of information




(Table based on policy extracts from the Japan Responsible Care Council “'Responsible Care Implementation Report and Plan’)
*: Achieved *: Largely achieved * Not yet achieved

Pag

Fiscal 2

Activity

port

® Issued RC Report (this report) and announced aggressive RC promotion

© Published RC report on UBE website; discussed RC through RC regional dialogue meetings (February 2004, Ube/Onoda area)
® Based on multi-level education, implemented environment and safety education curriculum for new employees through directors
® Implemented emergency training at all factories; revised of E-manuals; simulation exercises

® Used third-party (JRCC) verification (chemical and products safety [Head Office and Ube Chemical Factory], occupational health and safety [Chiba Petrochemical factoryl)

1. Holding of Compliance Committee meetings with additional legal advisors (April, September, December)

2. Revision and improvement of Product Safety-related Regulations, Process Safety and Disaster Prevention-related Regulations, Distribution Safety-related Regulations, Health
Management Regulations and other regulations

3. Implementation of audits at 10 business offices and 3 Group companies
4.  Environment and safety inspections at 16 business offices and factories by top management and special inspections by the president of 3 “locations with a poor safety record.”

5. Meeting of both committees held twice a year, and PDCA (Plan, Do, Check, Action) cycle promoted

1-1. Holding of Global Environmental Preservation Promotion Committee (December) followed by PDCA management cycle appropriate response to internal and external trends.

1-2 Due to production increases in some areas, energy consumption and CO2 emissions rose slightly over the previous year, compared with 1990 levels; CO2 emissions were down 7%

1-3. Ministry of Economy, Trade and Industry: initiation of credit transactions and participation in test operations (Chiba Petrochemical Factory Energy Conservation Plan); receipt of
certificate from Certification Agency in March 2004

2. Measures implemented to reduce total nitrogen and total phosphorous emissions in some factories

2Ll

-

Publication of report on Japan Chemical Industry Association PRTR materials (total 480 chemical substances) survey and PRTR Law materials (354 chemical substances)
survey results
3-2. Reduction of substances indicated by the JCIA and PRTR Law by 1,857t (-13%) and 459.6t (-16%) respectively, a reduction over the fiscal 2002 total

4-1. Completion of 2nd voluntary management plan—total reduction of 83% (based on 1999 levels); combined with 1st plan achievement totals a 93% reduction (based on 1995 levels)
4-2. Specific targeting of benzene for reduction achieves 95% reduction, with 82% reduction of 1,3-butadiene and 91 % reduction of acrylonitrile (all against 1995 levels)

5. Reduction ratio of final landfill: more than 73% (against UBE’s 1990 level.) Increased progress in Chemical Division, with continued zero emissions target in Construction
Materials

1. Plant safety assessment performance: new and additional testing at 7 facilities, for a total of 27 facilities applying HAZOP*1
2. Sharing of issues and verification of special inspections and others. (horizontal development)
3. Revision of equipment and facility accident reporting standards

4.  Sakai Factory: Certification (March, 2004) for high-pressure gas safety inspection/completion of renewal inspection

1. Company-wide unification of basic evaluation standards and items relating to “Health Management Regulations” and “Checklist for Regular Health Physical Examination.”
2.  Strengthening of response to mental healthcare system, non-smoking campaign and lifestyle illnesses

1. Risk assessment implementation based on Occupational Health and Safety Management System (OHSMS) and training personnel for internal risk assessment

2. Implementation of disaster prevention measures, informal safety meetings at all work places, safety poster production, surveys and mini inspections (at 10 company offices)

3.  Development and application of database of past accidents; regular reporting of findings

4.  Special “theme development” practice implemented at all company offices

5. March 2004 Verification—results are high evaluations for no accidents, internal audits, revision and prevention efforts, but further effort required in planning and goal setting

1.  Ten meetings on distribution issues in regions of operation (held with trucking section, shipping section and premises section) —discussing policy on logistics claims and providing
tank lorry accident response training, etc.

2. Presently considering restructuring
3.  Checking of Container Emergency Card program introduction ratio (30%)

1. MSDSMIS labeling preparation and revision for 100 products and EU/ANSI labeling preparation for 50 products, implementation of Container Emergency Card program and dis-
cussion of methods to verify improvements

2. Hazard and risk information to be collected and disseminated throughout the Company (on top-ten environmental emissions by volume)
3.  Chemical management, establishment and application of standards, and PL quality control revisions
4.  Consultations with Group companies on implementation of MSDS, labeling, REACH, GHS and other information disclosure

5.  Named leader of international zinc nitrate soda producers

6. March 2004 Inspections—results are high evaluations for education, transportation operational management, revision and prevention efforts, but further effort required in planning
and targeting

1-1. RC Community Dialogue Meeting held in February 2004 in Ube and Onoda District and attended by local government agencies, community groups (local associations, NGOs,
others) and JRCC member companies

1-2. Participation in the 4th RC Regional Dialogue Meeting in Sakai-Senboku District

N

2-1. RC Report published and simultaneously posted on both the Japanese and English websites of UBE.
2-2. Holding of Company Announcement Meeting for RC Report.
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*1 HAZOP: Abbreviation of Hazard and Operability Analysis or Studies, which evaluates process safety and determines safety responses for hypothetical breakdowns, etc.
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Environmenta

Since FY1999, the UBE Group has introduced environmental account-
ing as a tool for quantitatively understanding and evaluating the costs
and effects of environmental preservation in the Group business activi-
ties and promoting more efficient sustained environmental preservation.

For environment accounting to be effective, it must be incorporated
into a company environmental management, be allowed to function as a

[UBE Group Environmental Accounting Method]
® Reporting Period: Fiscal 2003 (April 2003-March 2004)

decision-making tool, and be used to disclose accurate information on
the results of the Company environmental preservation activities. The
UBE Group will continue to carry out various measures aimed at estab-
lishing more effective environmental accounting. The following tables
show the results of activities in fiscal 2003.

@ Reporting Company: 12 companies of UBE Group (See page 39, Scope of Reporting)

@ Calculated in accordance with the Ministry of the Environment’s Environmental Accounting Guidelines (FY2002 version).

@ The economic effect is the effect obtained in fiscal 2003 as a result of environmental protection activities. This is limited to what can be
calculated rationally, and excludes hypothetical calculations such as the avoidance of the costs of cleaning up environmental damage.

@ Internal transactions within the UBE Group are not included.

Environmental Preservation Cost

Cost (Unit: ¥100 million)

Capital Investment (Unit: ¥100 million)

Cost Category Main Activity FY2002 FY2003 incrzzei;g/ecriletc%ase FY2002 FY2003 incrz§£g7;etc?£ase
Pollution Costs of investing in and
revention maintaining air and water 6.0 8.9 48 6.0 8.9 48
P pollution prevention facility
Cost by Global Costs of investing in and
business environment maintaining energy saving 1.6 25 56 1.6 25 56
area preservation facility
Resource Costs of recycling and
recycling reducing industrial wastes 7 3.7 =7 7 37 —47
Upstream/ Costs of packaging
downstream recycling, green 0.0 0.1 = 0.0 0.1 —
costs purchasing
Costs of Costs of acquiring,
running and maintaining
management ) 0.4 0.1 -75 0.4 0.1 75
activities environmental
management systems
Research and R&D costs of environment-
development costs friendly products and 1.5 0.9 _40 1.5 0.9 40
green technologies
. Costs of greening and
f I e . A
(a:é)tsiflsit(i)essoua beautifying offices/facilities 0.1 0.2 100 0.1 0.2 100
and their surroundings
f cleani
Costs 9 cieaning Environment-related
up environmental 0.0 0.0 — 0.0 0.0 _
deriTEse assessment charges
Total 16.6 16.4 -1 16.6 16.4 =il

[ Calculating results 1

Compared to fiscal 2002, capital investment decreased by ¥20 million, to ¥1,640 million. The main factor in this decrease was a decline in resource

recycling costs (completion of capital investment for waste recycling facility).

Expenses fell ¥1,210 million compared to fiscal 2002, to ¥7,410 million. The main factor in this change was a rise in pollution prevention costs (in

particular, prevention of water pollution).



1) Environmental Preservation Effect

Principal effects Unit FY2002 FY2003 prevhangeon o, Page
SOx emissions Tons 2,916 2,975 2
NOx emissions Tons 20,013 20,295 1 14
Dust emissions Tons 521 503 -3
Pollution
prevention Water usage 1,000 m3 90,695 94,033 4
actiytics Water effluent discharge 1,000 m3 194,077 188,344 -3
COD emissions Tons 1,021 997 -2 15
Total nitrogen emissions Tons 1,634 1,192 -27
Total phosphorus emissions Tons 32 37 16
Energy usage 1,000 kl-oil 1,939 1,973 2
13
€02 emissions (from energy) 1,000 t-C 1,696 1,742 3
Benzene Tons 64 38 —41
Global
afireRTa: 1,3-Butadiene Tons 49 36 -27
preservation 1,2-Dichloroethane Tons 1.3 0.2 -85
activities 17
Chloroform Tons 0.4 0.6 50
Dichloromethane Tons — 0.8 —
Acrylonitrile Tons 0.1 0.0 —
Resou.rce Final waste disposal volume Tons 13,275 13,037 -2
recycling 19
activities Recycled waste volume Tons 249,367 282,485 13
2) Economic Effect ) .
(Unit: ¥100 million)
FY2002 FY2003 pande on
Income effect 38.7 52.5 36
Savings effect 32.9 345 5

[About the accounting results]
1) Environmental preservation effect

Through investments in facilities, a significant reduction in benzene and other pollutants was realized.

2) Economic effect

The income effect was ¥5,250 million, reflecting an increase in income for wastes accepted as fuel and raw materials for cement.

The savings effect was ¥3,450 million, reflecting the results of promoting energy saving.

Message from an Employee

Toru Yamada, Corporate Planning & Administration Office, Planning & Accounting Dept.

Trends in UBE Group’s Environmental Accounting

One of the noteworthy trends in the UBE Group’s environmen-
tal accounting activities is the comparatively high-income
effect, mainly due to the existence of income for waste accept-
ed as materials for cement and as fuel. Accepted materials are
used effectively and contribute to local communities, which
benefit from reduced emissions and a cleaner environment.

This is a good example of the UBE Group’s response to the
demands of society.

A future issue is improvement of environmental accounting
so that the information can be used to evaluate environmental
management performance. For that reason, we are presently
working to include data on major overseas manufacturing sites.

BUIIUNOIIY |RIUSLUIUOAIAUT H
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Enviroumental Preservation

B Environmental Performance

With more than a century since its establishment, the UBE Group has
developed a broad range of business operations, including Synthetic
Products and Resins, Fine Chemicals and Specialty Products, Energy
and Environment, Construction Materials, and Machinery and Metal
Products.

The Group recognizes that environment-friendly management is a
vital issue for continuing to survive and grow in the 21st century.
“Environmentally oriented business practices” is one of the basic poli-

<INPUT>

@Energy
(as Crude oil)
1,973 thousand kl

@Raw materials
(Chemical substances listed
under PRTR Law and
JCIA™1)

1,987 thousand tons

UBE Group

business
activities

@ Water Resources

Water used

(excluding seawater)*2
94.0 million m3

\. J

*1 Japan Chemical Industry Association (JCIA)

cies advocated by the New 21<UBE Plan II, the Group’s 3-year, mid-
term business plan, for which 2004 is the first year and which focuses on
“Speed and Reliability’”” as a key term. In the future, the Group will pro-
mote business activities that contribute to the formation of a recycling-
conscious society by promoting measures to prevent global warming,
reducing noxious air pollutants, cutting industrial wastes, and using
wastes and resources effectively. At the same time, we will contribute to
the formation of a sustainable society through our products and services.

<OUTPUT>

@Environmental
preservation
economic effect

@ Waterborne effluents

Wastewater*2

Income effect 188.3 million m3

¥3,870 million CcoD

997 t

Savings effect 1,192t

¥3,290 million

Total nitrogen
Total phosphorus 37t
PRTR substances*3 193t

@Soil wastes

*3
@Airborne emissions PIRTIR SUosees g

CO2 (from energy)
1,742 thousand t-C

SOx 2,975t | )
NOx 20,294t | )
Dust 502t
PRTR substances™>

1,664t

@Industrial wastes
Disposal volume 13,037 t
Recycle volume 282,485 t

*2 The difference between the amounts of water usage and wastewater is due to inclusion of seawater in the wastewater volume.
*3 PRTR figures are based on amounts of 480 substances regulated by the JCIA (see page 16 for reference).
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B Global Warming Prevention Measures
Based on 1990 levels, Japan’s emissions of greenhouse gases in fiscal
2002 increased by 7.6%, it was announced.

Fiscal 2004 marks the last year of the first step (fiscal 2002—fiscal
2004) of the Outline for Promotional Effects to Prevent Global
Warming, and sharp assessments and revisions to policies are now
under way following the Petroleum and Coal Tax, which has been
imposed on the industry since the second half of fiscal 2003. Moreover,
the “Greenhouse Gas Tax,” which may have a significant impact on the
industry, has been discussed nationwide.

If the Kyoto Protocol is ratified, it will call for Japan to reduce
Greenhouse gas emissions by 6%, relative to 1990 levels, between
2008 and 2012, which would mean that Japan would need to reduce
current emissions by 13%. Against this backdrop, in 2000, the UBE
Group formulated its medium and long-term Global Warming

Prevention Strategy in pursuit of a greater than 6% reduction in CO2
emissions by fiscal 2010 (as compared with the 1990 level). Then in
fiscal 2001, it initiated a CO2 emissions reduction and follow-up plan
drawn up by the Global Environmental Preservation Promotion
Committee, and it is currently maintaining this commitment.

In fiscal 2003, through the use of biomass and the diversification of
fuels, etc., UBE reduced output of CO2 gas by 27,000 t-C. In the
future, we will work to meet the targets (shown below) set for each
industry under the Japan Business Federation’s voluntary action plan as
we strive to improve energy efficiency by more than 1% a year.

UBE has also gained valuable experience by participating in the
Ministry of Economy, Trade and Industry’s CO2 credit trade and trans-
fer trial operations.

UBE Group Comprehensive Targets

Targeting a comprehensive reduction of CO2 emissions to less than 94% of fiscal 1990 levels by fiscal 2010

Targets of voluntary action plan by segment and industry
@Chemical segment/Japan Chemical Industry Association: 10% reduction in Unit Energy Consumption by fiscal 2010 (fiscal 1990 basis)

@Construction Materials segment/Cement Association: 3% reduction in Unit Energy Consumption by fiscal 2010 (fiscal 1990 basis)

@ \Vachinery and Metal Products Segment/Japan Industrial Machine Association Target: 1% per year reduction in Unit Energy Consumption by

fiscal 2010 (fiscal 1997 basis)

@ Energy Consumption and Energy Efficiency
Because of the effect of adopting the NSP*2 system in cement kilns in
the past, recent diversification of energy sources and waste, along with
some production decreases, energy consumption and unit energy con-
sumption decreased slightly. In fiscal 2003, we continued to implement
energy-saving measures. However, there were increases in emissions due
to the disposal of hard-to-burn wastes and the start-up of new power
generation facilities. Thus there were temporary increases in both ener-
gy consumption and unit energy consumption.

In fiscal 2004, unit energy consumption will be improved as a result

Energy Consumption and Unit Energy Consumption Index

Energy consumption (1,000 kl/y as crude oil)
2,500 1.10

Unit energy consumption
index (1990 basis)

2,000 1.00
1,500 0.90
1,000 0.80
500 0.70
0 0.60
90 929 00 01 02 03 04 10
FY (Planned) (Expected)

W Group companies [ Energy and Environment segment
M Machinery and Metal Products segment IConstruction Materials segment
WiChemical segment @Unit Energy Consumption Index (fiscal 1990 basis)

of energy saving activities, and energy use will be expected to decline
due to some fall in production.

@ CO2 Emissions

With the reduction in energy consumption as described above, CO2
emissions also fell. In fiscal 2003, we already succeeded in reducing
energy consumption by more than 7% (fiscal 1990 basis). In expecta-
tion of future business expansion, we will continue to reduce CO2 emis-
sions, by focussing on our energy saving activities.

C02 Emissions

Aims (<94%)
(1990 basis)

CO02 emissions (kt-C/year)

4,000

3,000

2,500

2,000

1,500

1,000

500

90 99 00 01 02 03 04 10

FY (Planned) (Expected)
[Group company; industrial processes origination [lGroup company; energy origination

WIUBE; industrial processes origination BIUBE; energy origination

(Energy origination: Classified in accordance with the Law Concerning the
Rational Use of Energy)
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*1 First Step: This refers to the first step (2002—2004) of the “Step by Step Process,” one of four policies advocated by the Japanese government for implementation of the Kyoto Protocol.

The second step (2005-2007) and third step (2008-2012) cover the period of the first accord.

*2 NSP: Abbreviation for New Suspension Pre-heater, a cement kiln with an attached pre-heater. The process utilizes a rotary kiln with a pre-heater, which heats the feedstock, as well as a calciner.
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H Controlling Air Pollution

UBE has been working in cooperation with the public, academics and
administrators to prevent air pollution since 1949, which was long before
air pollution first began to attract attention as an environmental issue.
Today, desulfurization, denitrification, and dust removal processes devel-
oped by UBE are used to eliminate or reduce such health-threatening
substances as sulfur oxides (SOx*1), nitrogen oxides (NOx*2), and dust.

Efforts to reduce emissions include monitoring emissions at their
sources and taking emergency measures at the first sign of any change
in the natural environment such as photochemical smog warning. In
addition, the Ube Environment Preservation Council continually moni-
tors environmental measurements taken at various sites around Ube
City. This measurement data is reflected in factory operations accord-
ing to air pollution preventing management standards, which are
already established.

@5S0x emissions

Although we planned to reduce SOx emissions by 5% from fiscal 2002
to fiscal 2003, because of a change in the kind of fuel coal for our own
power plants, the emissions increased by 2%. In fiscal 2004, we plan
to reduce SOx emissions by 6% from the fiscal 2003 level.

(t/y) SOx emissions
3,500

3,000
2,500
2,000
1,500
1,000

500

99 00 01 02 03 04
FY (Planned)

Message from an Employee

Environment and Safety Division
Masahiro Abe

Continuous efforts to reduce emissions
of chemical substances

It is the fate of UBE to be a large-scale user and
producer of energy and chemical materials.
Recently, every factory has exerted efforts to
reduce harmful air pollutants emission, and these
efforts have borne significant results. Efforts have
not been undertaken only to meet the PRTR regu-
lations, but in order to meet the voluntary goals on
emissions. Efforts to reduce the chemical sub-
stances other than harmful air pollutants emissions
will be issues for the Company.

A

@ NOx emissions

While we planned in fiscal 2003 to reduce NOx emissions by 3% from
fiscal 2002 levels, for the same reasons as reducing SOx emissions,
that is, mainly due to a change in the kind of coal fuel used for our own
power plants, the emissions increased by 1%. In fiscal 2004, we plan
to reduce NOx emissions by 4% from the 2003 level.

(try) NOx emissions
25,000

20,000
15,000
10,000

5,000

99 00 01 02 03 04
FY (Planned)

@ Dust emissions

Although consistent efforts to reduce dust emissions have been success-
ful, in fiscal 2003 by offsetting an increase due to changes in the kind of
fuel coal used in power plants and a decrease by stopping plant opera-
tions, a total 4% reduction was achieved. In fiscal 2004, we plan to
reduce dust emissions by 2% from the fiscal 2003 level.

(t/y) Dust emissions
600

500
400
300
200

100

99 00 01 02 03 04
FY (Planned)

[HGroup companies

[WlEnergy and Environment segment

W Machinery and Metal Products segment
MConstruction Materials segment
WIChemical segment

*1 SOx: Sulfur oxides originate in the sulfur (S) component of fuels. Boilers are the main producers of SOx.
*2 NOx: Nitrogen oxides originate in the nitrogen (N) components of fuel and air when a fuel is combusted in air. Boilers and cement kilns are the main sources of NOx.



Il Controlling Water Pollution

Such laws as the 5th Area-wide Water Pollutant Regulations*l for
enclosed sea areas like the Seto Inland Sea have been toughened. The
UBE Group, and in particular our chemical plants, which can have a
major impact on water quality, discharge water only after it has been
purified by such means as activated-sludge or wet oxide processes, and
the discharge is always strictly monitored.

The Group also constantly works to reduce COD*2, nitrogen and
phosphorus, typical indicators of water pollution.

Wastewater effluent discharges, COD and total nitrogen*3 fell due to
a shutdown of part of the facility at the Sakai factory, but power out-
ages due to wind and water damage and other equipment trouble at the
Ube area resulted in a 2% increase in phosphorous emissions*3.

(Million my) Wastewater effluent discharges

250
200

150

100
50
00

99 01 02 03

04
FY (Planned)

Wy COD emissions
1,500

1,200
900 I
600

300

99 00 01 02 03 04
FY (Planned)

[ Group Companies

MResearch & Development Department

M Machinery and Metal Products Segment
MConstruction Materials Segment

MChemical Segment/Nishioka Factory
[ZIChemical Segment/Ube Chemical Factory

Wi Chemical Segment/Sakai Factory

MiChemical Segment/Chiba Petrochemical Factory

Message from an Employee

(ty) Total nitrogen emissions
2,000

1,500

1,000

500

99 00 01 02 03 04
FY (Planned)

) Total phosphorous emissions
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10

99 00 01 02 03 04
FY (Planned)

Ube Chemical Factory
Environment and Safety Group, Environment Team

Ikuzo Nishiyama

Response to the 5th Area-wide Water
Pollutant Regulations

The Ube Chemical Factory discharges wastewater
through its industrial canal and Ube Port into the
Seto Inland Sea, where there is a beautiful natural
environment. In order to leave it for the next gener-
ations, as one of the staff working at this factory
facing the sea, I would like to control the discharge
of wastewater, and to improve the water quality.

In order to achieve this, we have rearranged
drainage routes including our water quality moni-
toring system. We are maintaining a responsible
operation.

uonnjjod Ja1ep) buljjoJuo)@  UOIRAIISAId [BIUSWUOAIAUT H
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*1 The Fifth Provision of the Effluent Discharge Regulation: Based on the Water Pollution Control Law to further lower pollutant load levels in large enclosed sea areas such as Tokyo Bay, Ise Bay
and the Seto Inland Sea, beginning in fiscal 2000 the regulation identified COD, nitrogen and phosphorous as designated items and set reduction targets for each sea area, with fiscal 2004 as the
target date for achievement.

*2. COD (Chemical Oxygen Demand): This is an indicator of water pollution by organic substances and is the amount of oxygen consumed in the chemical oxidation of organic matter.

*3. Total nitrogen, total phosphorous: These are water pollution indicators related to the maintenance of the biologic conditions in rivers, lakes and seas.




l PRTR*1 (Pollutant Release and Transfer Register) System

The UBE Group manages to reduce discharges of chemical substances UBE Group, and 57 by UBE. For the substances in the PRTR list,
UBE Group handles 43 substances, and UBE, 30.

Total emissions decreased by 16% from fiscal 2002. For emission of

from its facilities into the environment in recognizing the importance of
chemical management.

In addition to 354 substances designated under the PRTR law, the
chemical industry controls a total of 480 substances which have volun-

each substance, we endeavored to reduce it by installing and operating
the exhaust gas treatment systems and improving production processes,
tarily been added by the Japan Chemical Industries Association under such as a closed system adoption and alternative solvent usage.

Responsible Care activities. Of these, 75 substances are handled by the

< UBE Group Data on PRTR Substances> unit: t

Emission ratio
compared with
fiscal 2002

Total Handling Volume  Emission into  Emission into public

Transfer volume*
waterway ISICEVOIIE

Emission into soil Total emission

(Volume consumed/produced) atmosphere

PRTR Law Basis 436,644 383.6 75.8 0.2 459.6 -16% 1,024.0
JCIA Basis 1,986,947 1,663.8 193.3 0.3 1,857.4 -13% 1,346.0
*Transfer volume: volume treated externally as waste
m
= .. ..
= Individual Emission Volume Total emission
= ) Emission volume Total percentage
g No. shown Handling volume otal increase/decrease  Transfer
3 by law Substance CAS No. t Atmosphere  Public waterways ~ Soil () from fiscal 2002 volume
"=D 227 Toluene 108-88-3 781 195.4 8.5 0.0 203.8 -15% 157
E; 61 € -Caprolactam 105-60-2 227,337 0.0 54.8 0.0 54.8 -18% 0
v 63 Xylene * 167 50.0 0.2 0.0 50.3 -17% 27
3 299 Benzene 71-43-2 96,531 37.7 0.6 0.0 38.3 —41% 0
(%)
2 268 1,3-Butadiene 106-99-0 95,908 36.2 0.0 0.0 36.2 —25% 0
§ 102 Vinyl acetate 108-05-4 2,138 21.1 0.0 0.0 21.1 17% 0
-
6' 40 Ethylbenzene 100-41-4 20 19.9 0.0 0.0 19.9 -15% 0
> A
85 Chlorodifluoromethane 75-45-6 13 13.0 0.0 0.0 13.0 242% 0
(HCFC-22)
304 Boron and its compounds * 56 0.2 7.0 0.0 7.2 -15% 1
224 1,3,5,-Trimethylbenzene 108-67-8 6 5.8 0.0 0.0 5.8 23% 0
1 Water-soluble compounds of zinc * 3 0.0 2.5 0.2 2.7 New 0
145 Dichloromethane 75-09-2 40 2.4 0.0 0.0 2.4 — 9
179 Dioxins * = 238 7 0 244 —52% 15

CAS No: Chemical substance registry No. issued by the Chemical Abstract Service
*isomer mixture
Unit of dioxins: mg-TEQ/year

Message from an Employee

Chiba Petrochemical Factory, Environment and Safety and Quality Assurance
Group Leader

Shigeru Goto
About Controlling Air Pollution

PCB (Polychlorinated biphenyl)
The UBE Group uses and stores trans-
former, condensers and fluorescent light-
ing stabilizers contained PCB in its fac-

UJGJ,S/(S (191S169Y J9jsuel] pue asea|ay uein|jod) Y1¥d@

tories properly, according to the Law
Concerning Special Measures against
PCB waste. We plan, up to July 2018,
to appropriately store and treat PCBs.

At the Chiba Petrochemical Factory, since a large volume of benzene and 1,3-butadi-
ene are emitted, we have managed to reduce the emission since fiscal 1996.

In the beginning, we carried out countermeasures to strengthen our waste recovery
capability at facilities, but we were not satisfied with the results. We decided to
employ an alternative substance from benzene, and to burn the exhaust gas contain-
ing butadiene, and we completed this countermeasure in 2003.

We will continue to take measures to reduce other chemical substance emissions
and manage to acquire the trust of the regional communities.

*1 PRTR: The PRTR system aims to track and identify the quantity of chemical substances that are discharged into the environment or transferred to an external location in the form of waste by plants
and other facilities in the course of their business activities, and seeks to control and reduce the impact on the environment through the appropriate use and control of chemical substances. The
contents of the register are reported to the Government and other official bodies. Based on the 1999 Law Concerning Reporting, etc., of Releases to the Environment of Specific Chemical
Substances and Promoting Improvements in their Management (also known as the Chemical Substance Management Promotion Law, or “PRTR Law”), businesses with 21 employees or more
handling any of the 354 class 1 special chemical substances (one ton or more a year, or half a ton or more a year if carcinogenic) must report the amount of wastes discharged or transferred

from their business premises.



H Controlling Noxious Air Pollutants

In consideration of their usage volumes and potential harm, the chemi-
cal industry designated 12 harmful air pollutants as subject to volun-
tary controls among a number of harmful air pollutants, and has pro-
moted reduction of their emissions. From 1997, the industry worked on
the 1st Voluntary Control Plan, which used fiscal 1995 as the base
year, following this up in 2001 with the 2nd Voluntary Control Plan,
which used fiscal 1999 as the base year, in an effort to reduce emis-
sions still further. Fiscal 2003 was the final fiscal year of the 2nd
Voluntary Control Plan.

Under the 1st Voluntary Control Plan, UBE succeeded in reducing
emissions by 59% (compared to 1995), and under the 2nd Voluntary
Control Plan cut emissions by 83% (compared to 1999). The combined

< Emissions of Airborne Chemical Pollutants>

Wy Total of 6 pollutants of 3 Factories

1,200
1,000
800
600
400
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0

(Target)

(ty) Benzene

900
800
700
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400
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<0
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Wy 1,3-butadiene
250
200
150
100
50 (Target)
<10
0 03 04

[HChemical/Chiba Petrochemical Factory
["IChemical/Sakai Factory
MiChemical/Ube Chemical Factory

reduction ratio of emissions for the 1st and 2nd Voluntary Control
Plans was 93%. UBE uses 6 of the 12 substances subject to voluntary
controls, and is working to further reduce emissions of these. The 6
substances are: benzene, 1,3-butadiene and acrylonitrile, which are raw
materials for synthesis, and 1,2-dichloroethane, chloroform and
dichloromethane, which are solvents. Benzene is also used as a solvent.
Benzene and 1,3-butadiene are particularly harmful, and UBE is doing
all it can to make deep cuts in emissions of these. By 2003, emission
volumes of benzene and 1,3-butadiene were reduced by 95% and 82%
respectively from fiscal 1995. (The other 6 substances subject to volun-
tary controls are: acetaldehyde, ethylene oxide, vinyl chloride
monomer, tetrachloroethylene, trichloroethylene and formaldehyde.)

(ty) 1,2-dichloroethane

70
60
50
40
30
20

10 (Target)
<10

95 9% 97 98 99 00 01 02 03 04

wy) Chloroform

(Target)
zero

o~ N W B U o N

95 9% 97 98 99 00 01 02 03 04

(W) Dichloromethane
30
25
20
15
10
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zero zero zero zero
—

() Acrylonitrile

0.45
0.40
0.35
0.30
0.25
0.20
0.15

0.10
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zero
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B Industrial Waste Measures

Cement factories are the ultimate resource recycling facilities

Wastes can be used as a part of raw materials of cement (as an alternative
to raw materials; material recycling) and as a fuel (as a thermal recy-
cling) in cement making. A wide variety of wastes can be used in this way.

Ash produced by incineration can also be used as an alternative to
clay, a component of cement, eliminating the need for final disposal
sites for incineration ash. Another advantage is that the high calcining
temperature of the cement kilns (1,450°C) burns and destroys sub-
stances that cannot be eliminated by ordinary incinerators. The kilns
also offer a large waste processing capacity.

UBE’s 3 cement factories actively accept and use various waste sub-
stances such as slag, coal ash, refuse incineration ash, sludge, waste

<Waste and Byproduct Utilization in Cement Factories>

fluids, and waste plastics from UBE and companies both inside and
outside the Group.

In fiscal 2003, our cement factories made effective use of around
3.1 million tons of wastes and byproducts. Of this, about 2.9 million
tons was sourced from outside UBE Group. This is one way UBE con-
tributes to the formation of a recycling-conscious society.

In the future, treatment capabilities will be further upgraded to
enable the use of more difficult high chlorine waste materials. The
Kanda Cement Facility has plans to introduce chlorine bypass equip-
ment in fiscal 2004 with several times the chlorine extracting capabili-
ties as past equipment.

,

For raw materials: 185

Coal ash 85

Sludge 20 =

Cinders 48

Coal shale 16

Others 16 Kiln

Raw mill

Cement factories (3 factories)

Hl mail
2

Usage unit of wastes and byproducts: 10,000 t/y

Finishing mill Product silo

—p=—0
2

Cement production:
—p 8.73 million
tons per year

Waste plastics
Recycled oil, etc.

For mixtures: 117

Byproduct gypsum 27
Blast furnace slag, etc. 90

<Types of Waste Products Utilized >

Our 3 cement factories recycle large volumes of the following highly diverse wastes

and byproducts:

Messag m an Employee

Construction Materials Company
General Manager of
Resources Recycling Dept.

Industry Type of industrial waste

Local government

Steel, non-ferrous metal
Electric power

Chemicals, paper pulp
Petroleum, petrochemicals
Construction, building materials
Food and beverages

Food and beverages

Others

Sewage, public refuse incineration ash, water supply sludge,
DF*1

Slag, electric furnace slag, gypsum

Coal ash, gypsum

Waste plastics, hydraulic cake, gypsum, activated sludge,
paper sludge

Waste sludge, waste fluids, waste oil

Sludge residues, waste board, controlled soil, waste tatami
ats, waste timber

Sochu lees, organic sludge

Waste silica sand, paint residue, waste grinding sand, discard-
ed tires, waste plastics

Waste pachinko panels, bone meal

Masanori Hirai

Utilization of waste materials
in cement

The cement manufacturing process is
very well suited to the utilization of
waste products. With the growing
shortage of landfill space and the envi-
ronmental restrictions on handling of such products as dioxins,

demand for repurposing of waste products into cement materials con-
tinues to grow.

In the future, we plan to increase the use of waste products in
cement manufacturing, lowering production costs without affecting
the quality of cement or the environment, and in this way contribute
to the preservation of the global environment.

*1 RDF: Refuse Derived Fuel




@ Industrial Waste Reduction

@ Industrial Waste Generation Volume

Industrial waste is generated by many sources. Chemical-related facto-
ries and facilities produce sludge, waste oil and waste plastic; on-site
power generating and ammonia plants produce coal ash; machinery
factories produce inorganic waste, etc. Although efforts are under way
to control such waste and increase recycling, due to the demolition of
facilities and the increase in machine production, inorganic waste relat-
ed to these activities increased this year.

) Industrial Waste Generation Volume
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@ Recycled Industrial Waste Volume
Most of the waste produced by the UBE Group is recycled within the
Group, while some waste is recycled on a cooperative basis with com-
panies outside the Group. In fiscal 2003, recycling volume increased
over the previous fiscal year, although the overall recycling ratio
decreased by 2%.

The line graph below shows the recycling ratio of the UBE Group. In
fiscal 2003, the recycling ratio was 56% (UBE, 65%).
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@ Industrial Waste Emissions from Factories

Waste emissions from UBE decreased due to internal recycling,
although for the Group, waste increased due to increased amounts of
inorganic waste.

(ty) Waste Emissions from Factories
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100,000

50,000
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@ Offsite Final Landfill Volume

UBE cement factories accept large quantities of wastes from both inside
and outside the Group, utilizing these as raw materials and fuel and con-
tributing to recycling. In this way, our cement factories continue to
achieve zero emissions. As a result of improving our recycling ratio and
increasing volume reductions, overall UBE Group reduced final off-site
disposal volumes by more than 2% compared to fiscal 2002. As for
UBE, we marked a decrease of 73% compared with fiscal 1990.

(ty) Off-site Final Landfill Waste
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%1 Group companies

"1 Research and Development Headquarters
"1 Energy and Environment Segment

M Machinery and Metal Products Segment
M Construction Materials Segment

M Chemical Segment

@ Industrial Waste Management

In compliance with the waste treatment and clean-up laws, our industrial
wastes are stringently controlled to ensure they are treated and disposed
of appropriately. When contracting waste treatment or disposal to out-
side companies, we use a waste manifest system to control transfer vol-
umes and destinations, and the wastes are monitored until final disposal.
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1949
1951

1971

1973

1992

1993

1994

1995

1996

1997

1998

1999

2000

2001

2002

2003

2004

M History

- ganization & Environmental Activities (UBE)

OUbe System*1 started
ODust Countermeasures Section established in Ube City

@Environment Management Section established in each factory

@Environment Management Department established
in head office (currently “ES Department’’)

@Energy Savings Committee established

@UBE ES Principles instituted

@Environment-related business started

@ES audits started

@Joined Japan Responsible Care Council (JRCC),
UBE’s Voluntary ES Plan formulated

@UBE’s ES Principles revised

@Environment and Engineering Division formed

OUbe City awarded UNEP Global 500 Prize

@1st RC report issued

@Participated in 1st RC regional meetings in Chiba,
Yamaguchi, and Sakai-Senboku
@Resource Energy Measures Study Committee established

@Personal Action Guidelines instituted

@Isa Cement Factory received IS0 14001 certifica-
tion. Subsequently, all plants awarded ISO 14001
certifications

@Participated in 2nd RC regional meeting in Chiba

@Environmental accounting introduced

@2010 Environment Preservation Project initiated

@Participated in 2nd RC regional meetings in Sakai-
Senboku and Yamaguchi

@Global Warming Prevention Promotion Committee formed

@Participated in 3rd RC community dialogue in Chiba

@Participated in 3rd RC community dialogue in
Sakai-Senboku and Yamaguchi

@Participated in 4th RC community dialogue in Chiba

@Personal Action Guidelines revised

@Participated in the 1st RC community dialogue in
Ube/Onoda area

@Participated in 4th RC community dialogue in
Sakai-Senboku

Measukes for Environmental Preservation

@ Demonstration plant for in-situ vitrification completed

@Demonstration plant for manufacture of RDF from
waste plastics completed

@Sludge puffing demonstration plant completed

@S WM demonstration plant completed

@Handover of RDF manufacturing plant to Mine City

@EUP demonstration plant completed

@Test operation of press and roll packaging plant
completed

@Commercial EUP operations begun

@Completion of facilities to produce raw materials
from refuse incineration ash at Yamaguchi EcoTech

@2nd EUP line expanded

@Test operation of waste wood pulverizing boiler

@Environment Agency established

@Special Environment Preservation Law for Seto
Inland Sea enacted

@UN Conference on the Environment and
Development (Earth Summit) held

@Basic Environment Law enacted

@UN Framework Convention on Climate Change
took effect

@JRCC established

@Container and Packaging Recycling Law enacted

@Third Convention on Climate Change (COP3) held

@Law for Promotion Measures to Tackle Global
Warming enacted

@Chemical Substance Management Promotion Law
(PRTR Law) enacted

@Law Concerning Special Measures Against Dioxins
enacted

@Guidelines on Environmental Accounting announced

@Basic Law to Promote the Formation of a
Recycling-Conscious Society enacted

@Kyoto Protocol ratified

@Soil Pollution Prevention Law enacted

@UN GHS published

@POPs Treaty ratified

*1 Ube System: This is the common name for a system that was independently established by Ube City as a measure to prevent environmental pollution, whereby the public, academic specialists,

than 50 years, new viewpoints are still being incorporated in addressing environmental and safety issues.

administrative agencies and companies have cooperated in carrying out voluntary activities on the basis of information disclosure. While the Ube System already has a history of more



[l IS0 Certification and Other Approvals

The UBE Group energetically acquires ISO 14001 and ISO 9000-series
certifications, which represent international standards of environmental
management and quality assurance respectively. In the high-pressure
gas, boiler and other fields, UBE has obtained certification for its
inspectors and promotes voluntary safety standards.

Il IS0 14001 (Environment Management System) Certification

Ube Industries Group Companies

- _ .FUkUShima Ltd-

@Cement Production Department
Isa Cement Factory
Ube Cement Factory
Kanda Cement Factory

@Chiba Petrochemical Factory

@ Machinery and Engineering Works
(Currently known as Ube
Machinery Co., Ltd.)

@Corporate Research and
Development Division
Polymer Laboratories (Chiba, Ube)
Ube Research Laboratory

@Environment Business Division

@ Nishioki Factory

@ Ube-Mitsubishi Cement
Research Institute Corporation,
Ube Center

@UBE Scientific Analysis Center

1999

@Ube Cycon Ltd. (currently known
as UMG ABS Ltd.)

@Supermix Concrete Pte Ltd.
(Singapore)

@U-Vold Co., Ltd.

@Thai Synthetic Rubbers Co., Ltd.
(Thailand)

@Ryukyu Cement Co., Ltd.
(Yabe Plant)

@Ube Ammonia Industry Ltd.

@Thai Caprolactam Public Co., td.

@ Ube-Nitto Kasei Co., Ltd.
(Fukushima Factory)

2003 @Ube-Nitto Kasei Co., Ltd. (Gifu Factory)

@Hagimori Industries, Ltd.
@UBE Film Ltd.
(Head Office and Factory)

2001

[l IS0 9000-series (Quality Management System) Certification

Certification Ube Industries Group Companies
Year

@Ube Cycon Ltd. (Currently known
as UMG ABS Ltd.)

@Ube Chemical Factory
@Chiba Petrochemical Factory

@Machinery and Engineering
Works

@Kanda Cement Factory

@Sakai Factory

@Ube-Nitto Kasei Co., Ltd.
(Gifu Factory)
@Fukushima Ltd.

1998 @U-Mold Co., Ltd.

@ Ube Information Systems Inc.

@Ube-Nitto Kasei Co., Ltd.
(Fukushima Factory)

@Weiwa Kasei Industries, Ltd.

@Ryukyu Cement Co., Ltd. (Yabe Plant)

@Ube Steel Co., Ltd.

@Ube Electronics, Ltd.
(Currently known as UEL)

@Yamaishi Metal Co., Ltd.
@Ube Industries Consulting, Ltd.
@Ube Material Industries, Ltd.
(Chiba Plant)
@Ube Scientific Analysis Center Co., Ltd.

@Hagimori Industries, Ltd.
@5Shin Kasado Dockyard Co., Ltd.
@ Ube Shipping and Logistics Ltd.
@ Ube Techno Eng. Co., Ltd.

@Ube Material Industries, Ltd.
(Ube plant)
2002 @Thai Caprolactam Public Co., Ltd.
(Thailand)
@Ube Nylon (Thailand) Ltd.
@Thai Synthetic Rubbers Co., Ltd.
(Thailand)

@ Ube Chemical Europe S.A.
(Spain)

@Supermix Concrete Pte Ltd.

1994
e (Singapore)

1996

2000 @Nishioki Factory

Where a factory has obtained multiple certifications, only the year of the first certification
is specified.

M Acquisition of Certification for Workers Engaged in High-pressure Gas Safety and Completion Inspections

Plant Certified Content of certification

completion inspections (High-Pressure Gas Safety Law)

1997 @ Nishioki Factory
1997 @Chiba Petrochemical Factory
1998 @Sakai Factory

High Pressure Gas Safety & Total Inspection Certified Inspector (high pressure gas safety law)

Certification for inspections when operating boilers and class 1 pressure

vessels are operated (Industrial Safety and Health Law)

Total Inspection Certified Inspector: Inspection of modifications to high pressure gas equipment by the Prefectural Governor (completed inspection), with certification of full self-inspection qualifica-

tions conferred by the Minister of Economy, Trade and Industry upon an individual of the Company.

Operating Inspection: Involves the inspection of boiler operation and valve status by the Director of Labor Standards of the local Labor Jurisdiction Office. This system was designed to allow for

inspections during operations.

N
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and plant safety measures at all offices and facilities.

B Occupational Accident Prevention

Activities

® We implement various safety and disaster prevention activities,
including danger prediction training (so called KYT), total pro-
ductive maintenance (TPM)*1, “hiyari-hat” activities, “identifying
and naming,” accident case study, and risk assessment in an effort
to prevent disasters and accidents.

® Through a Group-wide safety drive which gathered ideas and opin-
ions from all employees the Company developed a poster “Insuring
Safety, Reducing Accidents: Five ‘do’s’ and five ‘don’ts’.”

® The OSHMS*2 is being used as part of the accident reduction
campaign.

® The UBE Group holds an annual Group Safety and Health
Conference where awards are presented and employees and affili-
ated companies have an opportunity to increase their awareness of
safety issues.

Lost-time Injury Frequency Rate

(%)
2.0

1.5

1.0

0.5

99 00 01 02 03

] Manufacturing industry O Chemical industry @ Cement industry
@ uBe @ Collaborating companies
|: Notes: (1) Data on lost-time injury frequency rates for the manufacturing, chemical, and :I

cement industries are based on Ministry of Health, Labour, and Welfare data.
(2) Frequency rate = number of lost-time injuries/million working hours

Caught or trapped
MiCut or abrasion
[WContact with hazardous material
["Falling to lower level
Hit by flying or falling object
Moverturn
M Collision
Contact with high- or
low-temperature object
16.2 Reaction to motion
or improper action
Destruction or collision
Other
MDrowning
Cutting in the sole of foot

Breakdown of Accidents (%)
0.0

0727

Under the Environmental and Safety Principle: “Respecting people means putting safety first in all areas,” the UBE Group promotes safety, health

UBE Group safety and health conference

M e e
'I\.WI
AETHL mah

UBE Group safety poster

M Prior Chemical Substance Safety
Assessments

® Based on procedures designated in safety assessment standards,
we also perform prior chemical substance safety assessments on
chemical substances that we have developed or plan to start
handling. In fiscal 2003, the UBE Group performed 23 prior
chemical substance safety assessments.

Rieko Yamagami

In-Company Health Information Dissemination and
Health Education

There is a flood of information on health in magazines and on TV,
with opinions all around. We organize health and nutrition-related
information so that it is easy to understand, and place it on the
homepage of the Health Care & Support Center, and provide it on a
regular basis to the Safety and Health Committee.

yjjeaH pue A1ajes [euoiryednoad( E

Health Care & Support Office, Health Care & Support Center, Registered Dietitian

However, health information is not always easy to use, even if
you understand it. For this reason we offer health improvement
classes and other health education, and try to be sensitive to the
needs of the individual while providing specific advice and support
on matters of concern. Although there is often resistance to guid-
ance in the beginning, we have been surprised many times to see
good results in the end.

*2 OSHMS: Occupational Safety & Health Management System

*1 TPM Activities: the abbreviation of Total Productive Maintenance, a company-wide effort to maximize productivity through innovative productivity strategies.



B Health Care & Support

The Health Care & Support Center supports employee health through

activities based on occupational safety and Health Law regulations and

UBE Industries’ own principles of promoting environment and safety.
Major initiatives in Fiscal 2003 are outlined below.

@ Enactment and Implementation of various regulations

@®Enactment and implementation in July, 2003, of comprehensive
“Health Care & Support Regulation,” followed in October, 2003,
by implementation of the subordinate “Health Care & Support
Promotion Committee Regulation,” “Health Information
Handling Rule” and others.

@ Company-wide unification of health check-up points

@ Establishment of several committees including the “Health Care
& Support Promotion Committee.”

@ Restructuring the Health Care & Support System in
the Ube District

@ Improvement of infrastructure of the
mental health response system
With the continuing stagnation of the economy, and the changes in
the workplace brought about by advances in globalization and the
impact of IT systems, more workers are suffering from stress and
mental fatigue. Mental health is becoming a major social issue, and
companies are likewise moving to strengthen mental health policy.

Against this backdrop UBE launched a new mental health
response system in the Ube District in October 2003. Specifically,
the program (1) established a program for education and training;
(2) started a consultation service open to the public; and (3)
increased Health Care & Support staff and use of company intranet
information and in-house magazines as part of a campaign to
heighten awareness.

At present emphasis is on education and training at the manage-
ment level, and a two-year campaign to train all staff begins in 2003.
Since the training program began the number of individuals seeking
mental health care advice for themselves or others in their sections
has been increasing.

the risk of brain disease or heart disease attended six-month
“Health Up” classes held in the Ube district.

The educational approach combined group learning and individ-
ual guidance, in addition to family participation. Improvements to
their conditions were observed at the end of the classes.

® A lifestyle disease seminar addressing hyperlipemia was held dur-
ing the autumn Occupational Health Week, with some 300 partic-
ipants in attendance.

® Information on self-supervised management of health and nutri-
tion is being posted on the Group homepage and provided to the
Safety and Health Committee on a monthly basis.

Comments from participants in “Health-up” classes
< Opinions of Participants>

+ It was commented that being selected for this program was a
death krell, and I was afraid at first. However, being in the class
gave me the opportunity to reconsider my health situation. I
believe that a sense of responsibility for my own health has helped
me achieve my goals. I now set goals that are not impossible, and
I am achieving them.

* This was a good opportunity for me to rethink my own health situ-
ation. I am happy with not achieving 100% success immediately;
instead, I am setting goals that improve me up step by step.

* I have a new awareness of self-management. If I do not remain
consistent in my goals, T don’t seek to place responsibility else-
where. I see the importance of viewing it my own problem.

< Opinions of Family Members>

+ Today my husband tells me about his situation at work, and
I’'m thankful for that.

* Being in this program I started thinking about health manage-
ment for the first time.

+ It’s hard to listen to what your family/relatives are telling
you; it helps to have guidance from someone with special
training.

+ This was a good opportunity to think about health and every-
day living.

Comments upon completion of management mental health

training

@ "I had the sense that I had to solve all the problems in the sec-
tion myself, and I realized that my own insistence and anger
were in fact counterproductive.”

® 1 recognized the importance of protecting the privacy of every-
one involved, and also the need to listen from the standpoint of
the person you are speaking with.

@ 1 learned the importance of paying attention to signs—greet-
ings, choice of words, ways of speaking out and communicating,
the complexion of a staff member’s face, or changes in their
daily habits.

@ Strengthening of Lifestyle Disease Countermeasures

® Approximately 100 UBE employees with multiple physical-
examination findings, including obesity, high blood pressure,
hyperlipemia and hyperglycemia, that are said to contribute to

@ Promotion of smoking/non-smoking areas

Yamaguchi prefecture is signing up participants in the certification
system for smoking/non-smoking areas. In fiscal 2003, five loca-
tions joined the program.

Mental health studies
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ship with Society

M Education and Employment

@ Fostering of Staff Education

The UBE Group has a guideline for fostering all employees as profes-
sionals. Based on a program for their chosen career path, employees
are educated through 0JT*1 program, selected for competitive inten-
sive seminars at different levels, and given the opportunity to take
extension courses.

Professionally trained employees can of course work efficiently with
specialized skills for the Company, but that alone is not enough. They
must also do their part to win the trust of society.

For instance, at UBE in-house entrepreneurs (professionals of busi-
ness operations) are selected for a program that takes such prospects
early in their careers and trains them to be business leaders. These indi-
viduals are chosen for: (1) Ownership (leadership ability); (2) Influence
(presence); (3) Creativity; and (4) Fairness (ethical vision and respect
for the law in their actions.) After selection for the program, the candi-
dates are tested not only in their accountability, but also in their devel-
opment as leaders with an awareness corporate responsibility to society.

@ Measures for Employment of the Physically Challenged

build operations and create job opportunities for the disadvantaged.

@ Environment and Safety Education
Environment and safety are two topics covered in general staff education.
Naturally, employees are required to gain public certification in the oper-
ation of equipment, etc., used in their area of specialization. At UBE edu-
cation involves both general knowledge and practical learning as below:
® New employees: Responsible Care, Basics of Safety, Health Care
& Support, etc.
® Environment and Safety Management level staff in plant: corre-
spondence course on Safety and Health
® Maintenance persons for High Pressure Gas: held technical
exchange meeting to give mutual presentations
® All UBE employees: RC education and detailed explanation of
reports for RC report meetings
® Elective: 0SHMS internal auditor training
® UBE Group persons in charge of Environment and Safety:
training in explanation of revisions to laws; training in policy
discussion
@ Directors: Environment and safety topics affecting the Company
significantly

UBE is working proactively to increase hiring opportunities for physically challenged individuals. In 1991, in Yamaguchi prefecture, it
established a special subsidiary, Libertas Ube, Ltd., to expand the number of jobs in the printing industry for disabled persons.

To further this endeavor, the Company entered the cleaning industry as a way to create jobs for the intellectually challenged, and by
2003 it had increased its overall hiring in this area over 1.8% (the level required by law) to 1.94%. Libertas Ube, Ltd. will continue to
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A special subsidiary, where
two-thirds of the employees are
physically disadvantaged

Libertas Ube, Ltd., President and CEQ
Shinjiro Arita

“Being disadvantaged is not something

special; it is just the way you are. And
being disadvantaged is not a hindrance to
developing your talents.” With these basic precepts in mind Libertas is
pursuing a corporate philosophy of “bringing assets of endearing value
to society through business.” Being disadvantaged means simply that; it
is not something that sets one apart from the rest. Discrimination
against handicaps and a society that is difficult for disadvantaged indi-
viduals to live in are what make disadvantaged people unhappy. At this
company we put two people on a team and ask them to handle two peo-
ple’s workload, with each individual helping the other to compensate for
their disability. Although we have made many modifications to our facil-
ities to accommodate the needs of disadvantaged employees, our most
important realization is our “barrier-free open heart’” environment,
where any one can seek help when they need it. It is our hope that this
philosophy will someday spread beyond our company and throughout
society as a whole.

*1 0JT: Abbreviation for “'On the job training,” in which candidates gain career knowledge, skills and technical abilities while continuing with their regular work responsibilities.



B Regional Cooperation and Communications

UBE Group undertakes various programs and participates in local activ-
ities to promote better understanding of its operations in local communi-
ties. It also publishes and distributes an annual Responsible Care
Report, creating further opportunities for dialog with local citizens.

@ Facility Tours

UBE Group hosts tours of its facilities for students at nearby schools
and groups from all types of organizations in order to promote under-
standing of its operations. Families of employees are also welcome to

visit and learn about the places where their parents work.

@ Responsible Care Community Dialogue Meetings
The Japan Responsible Care Council sponsors RC Regional Meetings
in industrial complexes. UBE participates in these events, including
attending the 4th Sakai-Senboku Community Dialogue Meeting.

UBE also participated in the Ube/Onoda District Dialogue Meeting
of council member companies. Details of topics discussed there are
given in the following pages.

@ Chemistry Experimentation Lab
Every year, as part of the “Junior Science Class” curriculum, local ele-

mentary and middle school students are invited to the Ube Research
Laboratory to experience the fun of chemistry.

@ Corporate Philanthropy
® UBE Science Foundation: The Ube Industries Scientific Research
Foundation was established in 1959 from an endowment by the first
chairman of Ube
Industries. Since
then it has been
providing financial
support and funding
to researchers and
scientific research

facilities.

® The Watanabe Memorial Culture Association: This organization
supports cultural activities and events held at the Watanabe
Memorial Center, which was dedicated after the passing of
UBE’s founder.

® Support for the Exhibition of Modern Japanese Sculpture: UBE
supports the bi-annual Exhibition of Modern Japanese Sculpture,
and has been supporting sculpting with funding for prizes and the
purchase of winning works for years prior to the initiation of the
regular exhibition.
Education of artists
and beautification
of the local land-
scape are further
accomplishments of
these activities.

@ Participation in other regional social activities

UBE contributes in many other ways to the local community, through
donations of time and effort to such things as local fireworks displays,
flower-planting as a volunteer activity, street-cleaning collections,
international environmental studies exchange student hosting and expe-
riences in forestry operations.
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M Topics

Holding of Responsible Care (RC) Dialogue Meeting

On February 14, 2004, UBE and four members of the Ube/Onoda
District RC Council (KYOWA HAKKO KOGYO, Co., Ltd., Central Glass
CO., Ltd., Nissan Chemical Co., Ltd., UMG ABS Co., Ltd.) held a RC
dialogue meeting with Ube and Onoda Environmental NGOs, consumer
groups and residents of neighborhoods near the factories as one compo-
nent of their RC activities. The meeting, entitled “Meeting to Discuss
Pressing Environmental Issues with Chemical Enterprises,” was held in
the Ube Environment Club at the Ube Head Office in cooperation with
the Ube City Office.

About 20 individuals from both the companies and NGOs participat-
ed and frank opinions were traded in a round-table discussion format.
The meeting opened with a greeting, followed by an explanation of RC
by JRCC and an outline of Council member facilities in the District, and

then entered into open discussions.

Some of the questions asked by a local resident included “Aren’t pollu-
tants and bad odors being emitted by the facilities at night?”” and
“Though we eat locally caught fish, are the discharged water safety stan-
dards safe enough?” Participants said that discussions were worthwhile,
and asked that further meetings continue in the future. It was also prom-
ised that opportunities to visit the member facilities would be provided.

Carbon Gas Credit from the METI (Emission Rights) for
participation in credit transaction and experimental
operations project

In April 2003, the Ministry of

CERTIFICATE Economy, Trade and Industry
TN selected the energy conservation

STy project at the synthetic rubber plant

B ooy g = = L at UBE’s Chiba Petrochemical
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P
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Factory as a candidate for the
Carbon Gas Credit Certification
for an experimental transfer facil-
ity. The program is one link in the
Ministry’s global warming coun-
termeasures. In March 2004,
“Carbon Gas Emissions Credit”
certification was conferred on
the factory.

Although this was a small-scale project for which a “‘small-scale”
CDM*1 was awarded, the project has merit as a run through and study
for full-scale procedures.

Although the credit earned (on carbon gas reduction volume) was for
a very small 300 tons/year, the experience simulated the procedures
necessary to obtain a certificate following implementation of interna-
tional trade rules based on the Kyoto Protocol and will be a valuable

reference in the future.

Atmospheric carbon gas reduction efforts with
Yamaguchi University cooperative agreements on vari-

ous research projects

In April 2004, UBE and Yamaguchi University signed an agreement on
a comprehensive cooperative research program to expand the research
capabilities of both parties and benefit not only science and industry but
also society throughout the region.

The agreement on cooperative research is for medium and long-term
projects dealing with environmental issues, in particular carbon gas
reduction, and will bring together the University’s Environment and
Symbiosis Department, on the one hand, with UBE’s C1 Chemistry and
Waste Recycling technology on the other. A short-term theme will be
the continuation of cooperative efforts to develop and improve fine
chemicals and specialty chemicals.

Operations will be led by representatives of both the University and
the Division in the form of a cooperative management team which will
make all high-level decisions, and under which an operations proposal
committee, comprised of researchers from both parties, will select
research topics, provide technical advice, coordinate researchers and
evaluate and manage results.

An intranet, referred to as the “YU (Yamaguchi-Ube) Net,” will be
created as a tool to allow the exchange of information between the
groups. Utilizing YU Net widely, we carry out further promotion of

research and development.

Integrated Cooperative Management Organization

Integrated Cooperative Management
Organization

2

Planning Management Committee

| ez
YU Net

Proposals t

Yamaguchi University

institution Deciding

Consideration of selec-
tion of research
themes/researcher
matching/coordination
of cooperative
research/assessment
and handling of
research findings/inter-
action of

personnel/education Dedicated intranet

t Proposals

UBE Industries

*1 CDM: Clean Development Mechanism. One example of a “Kyoto Mechanism,” whereby credit gained for a carbon gas reduction achieved through a project in an advanced country is credited to a

developing country.

Highest decision-making

management policies, etc.



Process\Safety and Disaster Prevention

Safe operation of factories and facilities is @ major concern not only of UBE employees but of local citizens, as well. The UBE Group is concerned
from its highest ranks down to its most basic policies with operational and employee safety, and this concern is manifest not only in written procedures
and directives but also in actual on-site emergency drills and safety patrols. UBE’s employees receive different kinds of safety training that serves to

build a culture of safety throughout the Group.

@ Safety Education

Through an overall education policy, immediately after joining the
Company, new employees are taught the importance of and correct atti-
tude toward the environment, safety and health, and practical training
programs are implemented in each workplace. In addition, managers
and executives are also taught about the regulations and laws applied.

@ Prior Plant Safety Assessments

The methods stipulated in the in-house plant safety assessment stan-
dards are used when carrying out prior and post plant safety assessment
on newly installed, additional or modified facility, and when establish-
ing or amending related regulations. In fiscal 2003, the UBE Group
carried out 16 assessments.

@ Disaster Prevention Spending
In fiscal 2003, the UBE Group spent ¥2.95 billion on safety and secu-
rity measures. (¥3.15 billion in fiscal 2002.)

Breakdown of plant safety and disaster prevention measures (%)

1 Explosions, fires, leaks
[0 Superannuation of plant

M Improvement of occupational safety
and working environment

M Earthquake and other natural disasters
[% Others

@ Emergency Training

Every month, each office or facility carries out emergency training pro-
grams, mutual workplace diagnoses by safety supervisors, and mutual
safety patrols with cooperating companies. These programs are report-
ed on our website. We also send useful information to those who were

unable to participate in training or patrols.

Vloreover, in fiscal 2003, an emergency drill based on a hypothetical
major earthquake was held, involving not only each factory but all
offices including Tokyo, Ube Headquarters, Ube Chemical Factory and
local government agencies. The mock emergency was announced
throughout the Company and involved all employees below the level of

the president.

All-companies emergency drill

@ Personnel with Environmental and Safety-related
Qualifications

We encourage our employees to obtain legal qualifications for the safe

operation and management of our workplaces.

Qualification Number of e

Qualified personnel

Qualified personnel
(Persons) *

507
Pollution control manager and chief
(363)
. 4
Environment measurement expert 3)
Working environment measurement 60
expert (56)
. 204
Health supervisor
(107)
Energy supervisor 198
e (127)
. . 3,955
Hazardous materials supervisor
(3,247)
Operations chief for work handling 925
specified chemical substances (605)
High-pressure gas production 1,082
safety chief (774)

* Parentheses refers to UBE
(As of April 2004)
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The UBE Group has established the Group Product Safety (PL*1) Committee to promote the safety and ensure the quality of all group products.

Bl Company-wide safety system for product
safety and activities supporting
product safety
The Group Product Safety (PL) Committee, which is chaired by
the president, discusses action plans, reports and product revisions
as they relate to ongoing efforts to address product liability and
improve product safety. In regards to specific products, the
Committee discusses specific laws and standards relating to the
safety of given products as stipulated by the Environment & Safety

Department.

@ Material Safety Data Sheet (MSDS)*2

To ensure our chemical products are used safely, we prepare MSDS’s,
which we distribute to customers. In addition, we share the MSDS’s
throughout the Company through a database on our in-house Intranet.
MSDS preparation standards and updating rules have been added to
the UBE Group’s internal regulations. We gather all kinds of informa-
tion on chemical substances (including information on hazardous data
and changes to the legal system) and update the MSDS’s so that they
always reflect current information. The information format of the
MSDS conforms to the JIS system.

@ Labeling

Product containers are affixed with warning labels*2 that indicate pre-
cautions necessary for safe handling. UBE is also actively implementing
the “Container Emergency Card (label format)*4” labeling system in its
product line-up. This system is promoted by the Japan Chemical

Industries Association.
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Message from an Employee

Environment and Safety Department
Masazumi Harada

Providing Accurate and Up-to-Date
Product Safety information

Providing customers with technically superior
products is of course very important, but the cus-
tomer’s ability to use the product safely and with
confidence also affects the product quality for bet-

ter or worse.

For this reason we do our utmost to provide our customers with the most accu-
rate and up-to-date product information possible. In order to do this, it is vital
that employees themselves have a high awareness of product safety.

Our products are used not only in Japan, but also around the world, so it is
also important that we have precise knowledge of foreign rules and regulations.
Likewise, we need to actively exchange pertinent information with overseas pro-
duction facilities and sales liaisons.

*1 PL: Product liability

*2 MSDS: The Material Safety Data Sheet, containing the product name, chemical and materials characteristics, applications, warnings and other information.
*3 Warning Label: Showing the product name, address of contact and other legally required information, as well as precautionary information on dangers and safe handling.
*4 Container Emergency Card (label format): A warning label with emergency contact information and UN chemical code number. Used when mixing shipments of different products or when shipping

small orders where other information formats would be impractical.
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@ Distribution Safety

The Distribution Subcommittee works under the direction of Product
Safety Committee to implement plans throughout the year, cooperating
with local distribution groups to prevent accidents and ensure improved
product quality.

The Committee works as a unit with the Group companies and asso-
ciated companies to ensure distribution safety. It does so through peri-
odic checks of Yellow Cards*l (emergency contact info cards), convey-
ing and exchanging distribution information, conferring on accidents
and initiating truck accident training drills, among other activities.
Participation in International Chemical Safety Management Initiative

@ Responses to recent trends relating to chemical product
safety

The Chemical Inspection Law was revised in April 2004, to address the
influences of chemicals on life forms. In the EU, the RoHS Directive*4
will be enforced from July 2006, and the New Chemical Products
(REACH*5) proposal is currently under discussion. The GHS*6 system,
which aims to harmonize chemical product classifications and labeling,
received approval from the UN in July 2003. The target year for imple-
mentation is set for 2008.

In this way major revisions to the laws and regulations affecting
chemical products are taking place worldwide. UBE is doing its utmost
to assist in the progress of these advanced initia-
tives, providing support through its position in the
Japan Chemical Association, gathering and provid-
ing useful information, and participating in various
regulatory activities.

@ Green Purchase*?
UBE Group supports the provisions of the Green
Purchase Law by selecting ecologically friendly

rRibewr mre o e

“eco-products” when purchasing such office sup-
plies as writing implements, stationery and uni-

Pid N i EEE ARSI

forms. This report is printed on 100% recycled
paper, and the ink is soybean based.

@ Response to Customer “Green”
Procurement

@ UBE is actively involved in the International Safety
Management Initiative on Chemicals
(ICCA*2 HPV Initiative).
Safety information is being provided on UBE’s high production volume
(HPV) chemical products for evaluation of potential dangers.

As the leader of a consortium considering construction of a potassi-
um soda facility, UBE will submit a project safety report to the
OECD*3 International Evaluations Council before the end of the year.
UBE is also participating voluntarily (as a member the Japan Chemical
Industry Association) in a long-range research initiative sponsored by
the ICCA on the affects of chemicals on people and the environment.

Today efforts are being made to reduce the use of
harmful materials in all types of products, and this
is particularly true in the electronics and electrical
equipment manufacturing industry. UBE appreci-
ates these “‘green” efforts and is doing its utmost to provide manufac-
turers with the correct materials for these products. UBE itself takes
care in its own management of materials, applying company standards
that have been established to improve its product sourcing and manage-
ment of raw materials.

*1 Yellow Card: Emergency card which is a warning label used when transporting products, with emergency contact information, product characteristics and handling instructions.

*2 ICCA: International Council of Chemical Associations

*3 QECD: Organization for Economic Co-operation and Development

*4 RoHS Directive: Restrictions on electrical and electronic products

*5 REACH Proposal: Registration, Evaluation and Authorization of Chemicals

*6 GHS: Globally Harmonized System of Classification and Labeling of Chemicals, which is expected to impact the format of MSDS.
*7 Green Purchasing: the practice of basing purchase decisions not only on price and quality but also upon environmental impact, with preference given to items requiring minimum service and causing

the least environmental burden.
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Coal/woody biomass-mix power generating facilities

vaProducts and Technology

B Effective Use of Woody Biomass™

Shifting from fossil fuels to earth-

Using woody biomass derived from forest products for fuel has the dual benefits of utilizing a
renewable resource and reducing emissions of carbon dioxide, which is a major contributor to
global warming. Unlike fossil fuels, which produce carbon dioxide, woody biomass takes up
carbon dioxide from the air, so that burning it does not result in a net gain in the total atmos-
pheric carbon dioxide. Hence, this fuel is regarded as being “gentle’” on the environment.

@ Commercial Operations at Isa Cement Factory Boiler
Woody biomass, including construction wood scrap materials and lum-
ber by-products from suppliers in Yamaguchi prefecture and adjacent
districts is now being collected and pulverized in the chipping machine
at the Ube Cement factory. The chipped woody biomass is then being
transported by special truck to Isa Cement Factory, where it is being
used for fuel in the factory’s generator boiler.

The system has the capacity to handle 45,000 tons of chipped woody
biomass a year, which will provide a substitute for 20-25% of total
fuel needs.

The Isa power-generating boiler is recycling-type fluidized bed boiler
with 57MW of power generating capacity and is suitable for use with
woody biomass as chip fuel. The use of woodchip biomass not only alle-
viates the waste of hitherto unused lumber by-products, but also helps

to reduce emissions of carbon-dioxide

<Flow of woody biomass fuel power generation operations> gases by cutting usage of coal (a fossil

fuel), thus contributing to the preven-
Isa Factory tion of global warming.

UBE Factory
_M Treatment capacity: 45,000 t/year

Silo The ash by-product from the bio-
mass fuel incineration can also be

(15 t/hr) :’

Ef".'\
;

Waste wood collection site Coal reduction: 25,000 t/year o
. used as a raw material in cement, fur-
Magnetic COz2 reduction: 59,000 t/year o . )
separator ther benefiting the recycling drive.

1

| Equipment used in this system,
|

$+ Magnetic including the wood pulverizer, the spe-

Pulverizer  gjeye separator cial transport truck and the boiler

feeder, have been designated by the

Ministry of Forestry for funding as
Power-generating components of special operations uti-

Metal bar Chip collector (sk;o;\he\;v) lizing equipment designed for use with
woody biomass in fiscal 2002.
Message from an Employee
Isa Cement Factory, Production Manager Yoshiaki Ito
Utilization of Waste Wood Chips for Boilers considerable thought to safety and fire prevention measures. We
Compared to coal fuel, waste wood fuel produces a lower ratio of will need to educate our employees and drill in accident prevention
ash, sulfur and nitrogen per unit of heat, and is therefore easier on as we continue to improve management of these operations and

the environment.
Use of wood chip biomass fuel in a generator boiler is a relative-
ly new challenge. During the planning stages of the project we gave

work for a better environment.

*1 Woody biomass: Sawdust and wood chips from lumber, cuttings from trees and scrap construction materials make up this organically derived energy source. As a renewable energy

resource this fuel is one of the “New Energies.”



friendly woody biomass for fuel

Historically, UBE has heavily dependent on fossil fuels, but today it is working on two
projects with environment-friendly woody biomass.

Specifically, UBE is using wood chips in the commercial operations of its fluidized bed
boiler at Isa Cement Factory, and developing woody biomass usage technology for applica-
tion in pulverized coal-fired boilers for generating electricity and steam.

Pulverized wood chips

@ Development of applications for pulverized

coal-fired hoilers
In 2002-2003, woody biomass from construction project waste
(including demolition scrap and sawmill chips, etc.) was transported to
the No. 2 power plant in Ube district, where it was pulverized and used
in mixtures with coal for power plant fuel. In experiments, up to
approximately 12% of the total fuel mix was woody biomass.

The total volume of woody biomass used was 730 t, and the accu-
mulated time of mixed-fuel burning was 490 hours. The experiments

provided useful answers to technical issues.

The No. 2 power plant consumes 205 t/h of coal. For the experi-
ment, one of the coal mills had to be switched to a wood pulverizer, and No. 2 power plant with waste wood mixed fuel-burning

a new wood burner was installed and tested. During the two years of demonstration facility

experimentation the energy derived from the pulverized mix and the
P & P The equipment developed for the fuel preparation process described

combustibility of the material were both greatly improved. At the Isa
Y J y-imp above met the NEDO (New Energy Development Organization) require-

Cement Factory biomass in the form of wood chips was used as fuel in K .
ments for a “development of wood waste fuel as an alternative to fossil

a fluid bed boiler, but in this experiment the wood matter was pulver- . L
fuels,” making it eligible for grant funding in fiscal 2002 and 2003.

ized to a finer degree, making it acceptable for use in the burners of

Construiion waste WOOd_l Feeder
22,000t —— I ]

I
Coal Q

—

Coal pulverizing mill

UBE’s existing power generating

boilers and cement kilns—offering
much greater potential for use. From
the end of 2004 the No. 2 power
plant will begin using woody biomass

Drying pulverizing mill

—\

in a fuel mixture for regular opera-
tions, further contributing to reduced
emissions of CO2, which is one of the

“‘greenhouse gasses.”

Wood fine powder 205 t/h boiler

Pulverized coal

Message from an Employee

Energy & Environment Division, E&E Technology Center Kiyoshi Shimoide

safe and inexpensive.
2. The pulverized wood needed to burn completely in the boiler.

Application Producing Pulverized Woody Biomass for
a Boiler

The source of the wood for the project (demolition waste) was

established for easier collection, so our main issues were the fol-

lowing three technical points:

1. The biomass needed to burn in the pulverized coal-fired boiler,
had to be available in large enough quantities, and needed to be

3. Any impurities in the wood had to be dealt with.

Our use of woody biomass in a boiler was something new, so
there was no text for the experiment. We made new discoveries
every day, and enjoyed the feeling of actually developing technology.
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Il UBE Group Products

UBE Group is contributing to the creation of a resource recycling soci-

ety by developing products and technology with low environmental

impact in every division of its operations. Here we introduce some of
the leading products from these divisions.

Heliofresh, widely used as a
fragrance

DMC manufacturing plant

Separation membrane module

DPF (Photo provided by
APEX DPF System.)

@ Heliofresh

A refreshing marine scent created from
UBE’s own product catechol, requires no
use of tropical forest products (which are
frequently sacrificed in the production of
perfumes.)

@ 1,6-Hexanediol

Made from a liquid waste generated in the
process of caprolactam production. Used
as material for polyurethane resin and for
solvent-free UV hardening resins, powder
paints and hot melt adhesive.

@ Polycarbonatediol (PCD)
Basic materials used in the highest quality
polyurethane products. When used in syn-
thetic leather simulates the feel of the high-
est quality genuine leather.

@ Dimethylcarbonate (DMC)

DMC with minimal toxicity is a logical sub-
stitute for dimethyl sulfate and methylene
chloride, both known to have residual toxi-
city. In addition, it is also used as a solvent
for gravure ink, for example, replacing
organic solvents such as toluene.

@ Separation Membranes

UBE’s gas separation membranes use hol-
low polyimide fibers. In addition to being
used to separate and recover COz in the
atmosphere, these separation membranes
are superb for the recovery of chemical
substances that harm the environment.

@ TYRANNO Fiber

This is a highly heat-resistance fiber used
in diesel particulate filters for diesel
engines, where they are effective in reduc-
ing NOx and free-floating particles.

“Aqua Solution”

A tanker loaded with hydrogen
peroxide

Slow-release fertilizer is popu-
lar with gardens and farms.

Safe-to-use wrapping products

The widely recognized EUP
Plant

Z-Sand artificial sand

Waste compression and
packaging plant

@ Photo-catalytic Fiber Module

“Aqua Solution”
This water purifier is photo-catalytic and
completely breaks down toxic impurities in
water. Effective against bacteria and diox-
ins alike, it is expected to command a very
large market.

@ Hydrogen Peroxide (Kemira-UBE, Ltd.)
Used as a substitute for chlorine to bleach
and sanitize paper, pulp and fiber, as well
as for etching electronic circuit boards and
purifying wastewater.

@ Slow-Release Fertilizer

This fertilizer’s active ingredients dissolve
slowly, providing long-lasting nourishment
to the soil. With its neutral pH it also
causes no build-up of harmful substances
in the soil.

@ Heat-resistant “Polywrap”

(Ube Film, Ltd.)
This film gives off no poisons when burned
because it contains no chlorine. It is
designed specifically to function as a
strong, non-toxic, heat-resistant food wrap.

@ “EUP” Two-stage Pressurized
Gasification Process

The two-stage gasification processor takes
waste plastic and shredder dust and con-
verts them into synthesis gas which is a raw
material for chemicals. This process made
the separation of vinyl chloride products
from regular rubbish unnecessary, and
earned the Nikkei Global Environment
Technology Prize for its usefulness.

@ Z-Sand

Created from coal ash, this artificial sand
is easy on the environment and useful in
place of natural sand and dirt.

@ Waste Compression and Packaging Plant
This is a facility to compress general
wastes and waste plastics into packages
that cannot damage the environment. The
facility reduces the volume of waste and
has earned a high reputation for facilitat-
ing waste disposal.



Plant to turn incinerator ash
into raw material for cement

Wood chips and compost made
out of green waste

@ Recycling Incineration Ash
(Yamaguchi EcoTech)

UBE has established technology to recycle
the ash from waste incineration facilities as a
raw material for cement. Dioxins can be
removed from ash and the ash dechlorinated
by rinsing. This safe and stable system
enables treated ash to be used in high-temper-
ature cement kilns.

@ Organic Recycling

(West Japan Green Recycling)
This recycling system takes green resources,
including logging waste and garden trim-
mings and turns them into chips, which can
be used as pulp or compost.

Construction Materials

“Friendly Wall” panel

Incinerator using Calbreed STI
and Solbalit

Highly reactive Calbreed ST

Solbalit in the form of a fine
chemical powder

Application of U-Stabilizer

@ “‘Friendly Wall” (Ube Board Co., Ltd.)
This new human- and environment friendly
construction material for interior panels, is
produced by a drying process from
diatomaceous earth, a natural construction
material, and can suppresses the genera-
tion of volatile organic compounds (VOCs)
that may cause “'sick house” syndrome.

@ Calbreed ST
(Ube Material Industries, Ltd.)

It is an ultra-highly reactive and efficient
absorber of harmful acidic gases generated
by incineration of industrial wastes.
Calbreed SII is used at various local gov-
ernment waste incineration facilities and is
winning a solid reputation across Japan.

@ Solbalit (Ube Material Industries, Ltd.):
Solbalit is a product that absorbs and
removes harmful substances such as dioxins
found in the waste gases of incinerators.

@ U-Stabilizer

(Ube-Mitsubishi Cement Corporation)
@ Green Lime

(Ube Material Industries, Ltd.)
These are soil stabilizers developed to treat
and stabilize soft soil, sludge, and sewage
mud. U-Stabilizer is a cement-based soil
stabilizer, while Green Lime is a limestone-
based stabilizer. Both are extremely effec-
tive in solidifying road beds and filling
foundations in the stabilization of slopes,
sludge, and construction residue.

Clear Water Calsan Marine

Rollerless conveyor in action

All-electric Large-scale injec-
tion molding machine

Aluminum wheels for luxury
vehicles

@ Clear Water, Calsan Marine

(Ube Material Industries, Ltd.)
Based on magnesium hydroxide and quick
lime, these products were developed to
improve water quality. They are effective in
improving the quality of water and sedi-
ment at the bottom of the sea and lakes.

Machinery and Metal Products

@ Rollerless Conveyor
(UBE Machinery Co., Ltd.)

This revolutionary conveyor system utilizes
an air cushion belt. The central section of
the conveyor has no rollers, and works qui-
etly and without vibration. It operates on a
low-power motor that saves energy and
moves at high-speed; allowing downsizing
for improved space economy. It is also
completely sealed, and therefore releases
no dust or unpleasant odors into the envi-
ronment.

@ All-Electric, Large-scale Injection

Molding Machine

(UBE Machinery Co., Ltd.)
This is a large, all-electric injection-mold-
ing machine that avoids using hydraulic flu-
ids and coolants. It is also extremely energy
efficient, using only one third of the power
and two thirds of the cycle time of conven-
tional hydraulic machines. This all-electric
machine has received the Director-General’s
Award. And because this machine is capa-
ble of extremely precise molding, it has
opened the way to a world of new molding
technologies including die-pressed molding
(integrated plastic and surface material
molding) and the in-mold coating process,
which performs the molding and coating at
the same time inside the mold.

@ Aluminum Wheels
(Ube Automotive, Ltd.)

Based on its own unique “‘Squeeze Process,”,
UBE manufactures aluminum wheels featur-
ing fine metal structure, a high tenacity and
design flexibility. Though cast, they have the
same strength of forged wheels. This allows
them to be lightened, which contributes to
improving fuel economy and reducing
exhaust emissions. These wheels enjoy a
very high reputation on the world market.
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B Working with Group Companies

@ Environment Safety Audits and Inspections

All the companies of the UBE Group are working as a team with UBE
to promote RC activities. Of course, major companies of the Group par-
ticipate in the Group Environment Safety Committee, Segment
Environment Safety Committees, the Global Environment Preservation
Promotion Committee and the Product Safety (PL) Committee. At the
same time, the environment and safety audits and environment safety
inspections are implemented by Group member companies. The
Environment and Safety Department, serving as secretariat, oversees
all of the environment safety audits, checking on activities and record-
ing results of PDCA cycles relating to environmental preservation, safe-
ty and hygiene and process safety and disaster prevention. Environment
safety inspections are headed up by Group executives (the president and
directors) who inspect the overall environment safety activities of all
facilities, mainly through on-site observation. The following list shows
the sites of audits and inspections of offices and Group companies in
fiscal 2003.

Environment Safety Audits and Inspections at a Glance (fiscal 2003)

Environment Safety

Environment Safety Audits .
Inspections

UBE Office Ube Cement Factory Ube Cement Factory
Isa Cement Factory Isa Cement Factory
Kanda Cement Factory Kanda Cement Factory
Facility and Technology Department, | Ube Chemical Factory
Production and Technology
Ube Chemical Factory Chiba Petrochemical Factory
Chiba Petrochemical Factory Sakai Factory
Sakai Factory Nishioki Factory
Nishioki Factory Call Center
Technical Department, Chemical Power BU
Production Division (Power Generating Station)
Power BU UBE Research Laboratory
(Power Generating Station)
Group Ube Machinery Inc. Ube Machinery Inc.
Companies Ube Materials Industries, Ltd. Ube Steel Co., Ltd.
Meiwa Kasei Industries, Ltd. Ube Materials Industries, Ltd.
Ube Shin Kasado Dockyard
Co., Ltd.
Ube Agri-Materials, Ltd.

In fiscal 2004, Ube Group will continue the same pattern of audits
and inspections in Japan, and as a further step in its global RC activi-
ties will audit environment safety activities at its overseas companies.

<Spain>
In May 2004, a two-day environ-
ment safety audit was held at
Ube Corporation Europe, S.A.
(UCE), which is located in the
Spanish state of
Along with the
Company’s subsidiaries, UBE
Chemical Europe, S.A. (UCHE),
which produces caprolactam, 1,6-hexanedinol and other products, Ube

eastern
Valencia.

Engineering Plastics, S.A., which manufactures nylon resins, and coop-
erating companies, the group employees approximately 350 people. We
mainly reviewed the fields of occupational safety and health, process
safety and disaster prevention and environmental preservation activi-
ties, received an explanation from environment safety staff on their

Measukes Applie Ward Group Companies

Observation at TCL factory

UCE audit

activities, inspected facilities, pointed out issues to be resolved and
engaged in lively discussions with staff. Later, the managers joined in
the audit review and confirmed the main points of the inspection.

<Thailand>

In June 2004, two-day environ-
ment safety audits occurred at
three nearby companies on the
outskirts of Thailand’s capital,
Bangkok. The companies are

caprolactam manufacturer, Thai
Caprolactam Public Co., Ltd.,

TCL

nylon resin manufacturer, Ube

Nylon (Thailand), Ltd., and butadiene rubber manufacturer, Thai
Synthetic Rubbers, Ltd., which employs a total of 520 people (includ-
ing staff in affiliated operations.) The format of the inspection was like
the one that was implemented in Spain, but with differences. The com-
panies are relatively new, meaning that many new employees benefited
from the observations on occupational safety and health and process
safety and disaster prevention. Because the companies are close to resi-
dential areas, there was also considerable interest in environmental
issues and specific questions about health management.

@ Environmental Performance
Activities to improve environmental performance in the global warming
countermeasures, controlling air pollution, controlling water pollution,
PRTR and industrial waste measures are coordinated on a Group-wide
basis, and environmental performance data of all the major group com-
panies is collected and published in aggregate in the this RC report.
Environmental performance data of major overseas companies is
scheduled for inclusion in the RC report beginning after fiscal 2005.



@ RC Measures

Based on the UBE Group’s basic Environmental and Safety Principles,
the Ube Chemical Factory sets goals and manages its performance on
an annual basis. In fiscal 2000, Ube Chemical Factory’s RC activities
earned it the world’s second (and Japan’s first) World Class Award for
TPM and IS0 9001/ISO 14001-based activities, including its bottom-
up and top-down management structure.

The Factory sets medium-term reduction targets for air, water quali-
ty and wastes and takes actions toward these targets. With regard to
water quality, the target fiscal year, fiscal 2005, of the Fifth Total
Volume Regulations is set by the Seto Inland Sea Environment
Preservation Special Law. In conformity with this, we implemented
various countermeasures and constructed a system that always moni-
tors the situation. A real-time communications and abnormal levels
alert system, as well as a carefully planned, organization-wide response
plan, have been put into effect.

When new or increased capacity facilities are installed, or when new
chemical substances are to be manufactured, an “‘environment and
safety evaluation system” is used to protect the environment and ensure
safety. When necessary, deliberations and environmental council meet-
ings are held beforehand with Ube City and local citizens to earn trust
and provide a sense of Ube’s reliability in matters of security. As part
of its safety preparedness, Ube has implemented aggressive “process
danger prediction activities” and “‘risk assessment activities.” It is par-
ticularly proactive in process safety and disaster prevention activities,

Message from the Factory General Manager

Overview of Factory
@ Location: 1978-10 Ohaza Kogushi, Ube City,
Yamaguchi

@ Start of operations: 1933
@ Area: 623,000 m2
@ Employees: 541

@ Main products: Caprolactam, nylon resin, active
pharmaceutical ingredients and intermediates, fine
chemicals, high purity chemicals, industrial pharmaceu-
ticals and fertilizers, polyimide resins, separation mem-
branes, new materials

where it focuses on monthly emergency drills targeting specific facili-
ties and holds regular “workplace mutual diagnosis’ sessions carried
out by safety and hygiene personnel, which verifies the disaster preven-
tion system and promotes safety awareness.

In fiscal 2004, the Occupational Safety and Health Management
System will be added to the current product quality and environment
management systems, covering the four factory safety goals of protect-
ing labor, environment, equipment and facilities and product quality.
In order to achieve “spiraling” gains in each of these areas the
Product Quality, Environment and Safety and Hygiene Committees
will hold monthly meetings and apply the PDCA cycle to ongoing
actions and plans.

Ube Chemical Factory Environmental Data (Unit: t/year)

1999 2000 2001 2002 2003
C02 emissions (thousand t) 267 273 257 255 259
SOx emissions 1,754 1,850 1,766 1,788 1,912
NOx emissions 3,728 3,538 4,103 3,972 4,372
Dust emissions 120 86 102 101 108
COD emissions 657 627 582 526 585
Total nitrogen emissions 670 655 575 666 726
Total phosphorous emissions 27 23 21 21 23
Waste final disposal volume 4,380 2,468 1,097 1,008 213

Katsunori Suzuki

Ube Chemical Factory General Manager Executive Corporate Officer

Since it started operations in 1933 at the onset of Japan’s
chemical age, Ube Chemical Factory has always had Ube
City’s future development in mind, growing new industries
and improving local infrastructure to support growth.
This is especially true of electrical power supply, where it
has worked to ensure adequate supplies of power, while

actively working to reduce the environmental load burden.
The factory is located in close proximity to residential
areas, and the Company has always held itself to be a lead-
ing company in the region. Ube’s RC activities are a way
to increase the peace of mind of the local community for
the Company.
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B Chiba Petrochemical Factory

Measures for Responsible Care

Environmental Preservation

To create a factory that is friendly to the region and the earth, UBE is
carrying out a variety of environmental preservation activities, including
reducing chemical substances and waste emissions and global warming
prevention. To reduce chemical substances emissions, especially the key
substances benzene and butadiene, UBE is shifting to low-environment-
effect substances and installing gas incinerating facilities. Waste reduc-
tion efforts are centered on lowering waste production and promoting
recycling. With the exception of certain types of non-burnable materials,
these efforts have proven successful. In global warming prevention
efforts, UBE has promoted energy savings at factories and worked on
the product development side, including synthetic tire rubber that
improves fuel use efficiency.

Safety and Health

In keeping with the Company’s basic principle of insuring safety above
all else, UBE is working to enhance employee safety awareness and
improve the security of its equipment, facilities and operations.
Specifically, UBE trains employees in “danger prediction training,”
“process danger prediction,” “pointing and naming,” “‘hiyari hatto
kigakari chushutsu” (identifying and naming), and other methods to
focus attention on potential dangers, and involves all staff in the publi-
cation and use of a safety booklet. The factory also has its own pro-
grams to reduce risks, including facilities and working operations, and

Message from the Factory General Manager

Overview of Factory

@ Address: 8-1 Goi Minami Kaigan, Ichihara
City, Chiba

@ Start of operations: 1964

@ Area: 563,000 m2

@ Employees: 200

@ Main products: Polyethylene, synthetic rubber

to increase employee satisfaction levels. The result is 14 years of opera-
tions without a major accident.

Process Safety and Disaster Prevention

As a voluntary-maintenance, safety-certified factory that voluntarily
imposes High Pressure Gas Maintenance Safety and Occupational
Safety and Health Laws, UBE works in a variety of ways to improve
safety. Among these are studies to predict the life expectancy of equip-
ment parts through scientific reliability studies in order to practice safe
operation of specialized equipment, and implementation of emergency
response training drills at each plant to improve the performance of
operators in times of emergency. Emergency drills are held twice yearly,
to ensure that damage is held to a minimum in the event that a disaster
occurs. In response to the Disaster Prevention Law for petroleum
refineries, the Factory held a disaster response drill for Ichihara City at
this Factory in fiscal 2003.

Chiba Petrochemical Factory Environmental Data (unit: t/year)

1999 2000 2001 2002 2003
€02 emissions (thousand t) 52 51 47 49 52
SOx emissions 6.7 18.9 5.0 15.7 0.5
NOx emissions 5.1 9.2 3.9 9.0 3.4
Dust emissions 0.9 1.6 1.0 2.0 1.6
COD emissions 15.3 17.2 15.8 21.5 20.2
Total nitrogen emissions 6.2 6.9 6.6 7.9 8.6
Total phosphorous emissions 0.4 0.4 0.4 0.4 0.4
Waste final disposal volume 327 238 334 372 27

Chiba Petrochemical Factory, General Manager
Mamoru Miyamoto

Chiba Petrochemical Factory earned ISO 14000 certifica-
tion early on and has always operated with environmental
preservation as its most important issue. Recently we have
focused on a shift from the solvent benzene to other chemi-
cal substances in our synthetic rubber manufacturing
process, and have installed a new facility to prevent emis-
sions of the main raw material butadiene into the atmos-

phere. For Safety and Health, we are aiming for a record

12,000,000 hours of operation without an accident in the
3rd Class Environment and Safety category, and we are
continuing to build on our perfect safety record by instill-
ing a high level of safety awareness in the work place.
From now on, we will deliver products that have customer
satisfaction from the “abundantly green” Chiba
Petrochemical Factory.



B Sakai Factory

Responsible Care Activities

Sakai Factory is located in Sakai City in the Senboku Industrial Belt on
Osaka Bay. Its main operation is the production of Caprolactam. The
Factory has been attentive to environmental safety, safety and health,
disaster prevention and product safety management through a voluntary
Responsible Care program it initiated in 1995.

One useful tool in this regard has been the application, since 1996, of
IS0 9001international standards certification on all of its products.
Vloreover, in 2000 the Factory began utilizing ISO 14001 international
standards in its efforts to reduce its impact and burden on the environment.

Major accomplishments in 2003 were in the areas of energy conser-
vation, where efficient operations of equipment and process improve-
ments led to reductions in energy and CO2 emissions, and in waste man-
agement, where thorough separation of waste material and more effi-
cient production resulted in a reduction in total waste volume. Plans are
in place to further reduce the chemical burden on the air and water by
installing new recovery equipment.

In regards to safety, the use of certified high pressure gas equipment
inspectors, and certification of boilers and all pressurized operations,
will improve the level of safety and accident preparedness of the facility.
These measures are now planned for introduction.

Message from the Factory General Manager

Overview of Factory
@ Location: 3-1 Chikko Shinmachi, Sakai City, Osaka

@ Start of operations: 1967
@ Area: 463,000 m2
@ Employees: 245

@ Main products: Caprolactam, ammonia, liquefied
carbonic dioxide, electrolytic liquid

In March, 2004, Sakai Factory initiated a Responsible Care regional
dialogue in Senboku District, introducing its operations to the public
and inviting questions and opinions in an effort to deepen understanding
among concerned groups and individuals.

Utilizing the IS0 system, and following the P (plan) D (do) C (check)
and A (act), the factory is improving its performance and bettering the
level of social understanding.

Sakai Factory Environmental Data (unit: t/year)

1999 2000 2001 2002 2003
CO2 emissions (thousand t) 188 170 160 170 170
SOx emissions 2.0 3.8 5.7 2.6 2.9
NOx emissions 443 436 432 409 322
Dust emissions 63 57 64 69 57
COD emissions 221 211 216 192 143
Total nitrogen emissions 916 742 775 826 323
Total phosphorous emissions 6.3 3.9 3.3 4.0 6.1

Waste final disposal volume 872 898 583 320 295

Sakai Factory Chief
Jyunichi Misumi

Care as a voluntary activity.

At Sakai Factory, safety and environmental protection are
our highest priorities, so we have adopted Responsible

ing a chemical industry that is gentle on the region, the
people, the earth and nature.

In order to respond to a challenging economic environ-

Our activities target conservation of energy and
resources and global environmental protection, mainly
through reduced CO2 emissions and waste material. To
achieve a better result in this regard we are utilizing the
IS0 system. Responsible Care activities are a way of creat-

ment and the changing times, Sakai’s posture will empha-
size innovation and morality and a “'slim, tough, busy fac-
tory” that produces “‘high-quality, highly-functional”
products.

H 1oday aus




B Third-party Verification'and Comments

On March 19, 2004, UBE received its first third-party verification by Safety and Health” and “Chemical & Product Safety.” Following the
the Responsible Care Verification Center. verification comments and reports received, we will apply future
The verification areas were under two categories, “Occupational Responsible Care activities to further improve the quality of efforts.

s:? LARL LT - ST RE RS
T oty A

FHREN S
RaEREE RN RIE B
2004MINE 2N

RRERRED: b

A ihkd__

L2 T - ﬁ"T’Hﬂt R

A F L
I T

LAl el rTHERE, LR LS o A TR A T Bt B L L L
TR T = FCEL AT, TS 2 AREL T,

I RN
FERFRAL T T BUF WL En3) B oo T, FEERic T E L
< PHEEL - <R o e
il il TGN F TR IH13E
{3y, - By bR TEEAr 3 AT IH 138
W BT
BB AL, MR SR P L L,
= BEEERIIN e 5 — PR - 2 B TR o AR S S R RS T SR T .

» bl B S0 LR TR0 B {ES e T 2, MR,

L2 TR R S ER
[ 5 |
* 1 S R R LT L
© WETRE A 2 ORI TR
T TREE R TR TR o TS I L T
+ i e P2 ER R LR - M S I i S 1
+ ST T T e e D S

[ - B

ol - LR R D AR R, T DS 2,

« B b S I S R £ N e T R D NS L

A, « BRI S A BRI I L, SN 2 R B
nEY.

+ B R TR R TR e R D e,

< LA + R aTEL PL BTARME S, — s A T LR TS e ENET,

LLE

E syuawwoy Ayed-paiy L




S8 Yamaguchi University Honorary Professor
Former Chairman of the Yamaguchi Prefecture
’ Environment Committee
3 r

It has been a half century since corporations began environmental

Dr. Hiroshi Nakanishi

protection activities, and today it seems like a completely different
world. From the sourcing and transport of materials to their con-
sumption and disposal, at all stages in the product life-cycle, we
can say that impact on the environment, safety (accident preven-
tion and product safety) and health are all receiving fair considera-
tion. Nevertheless, reports are not easily understood on first
glance, and it is desirable that responsibility be taken to fully
explain the points of importance and the points not fully explicated
to those whose benefits or risks are in question. Moreover, it would
be good to see a clear differentiation between those points where
improvement is needed and those points where effort needs to be
sustained, and then in the areas requiring improvement a statement
of what the specific goals are, and what measures are to be taken
towards them; and for the points where effort is to be sustained, a

clear explication of the standards by which management is under-
taken, with the results for 2003 shown in comparison with the
goals for 2004. Moreover, it appears that remarkable progress has
been achieved in the reduction of air pollutants and total waste
materials, but it remains to be seen how well cement factories can
be used to advance the success of recycling.

In this year’s report there is discussion of economic viability and
social benefit from the standpoint of corporate social responsibility
and sustainability, yet to create a truly sustainable society the three
elements of energy, resources and the environment must be guaran-
teed as sustainable globally. For that, we must question our own
lifestyles. In this case what is the position, and what is the correct
way of existing, for the corporation? It is to be hoped that the cur-
rent framework of Responsible Care can be transcended to include
actions in this broader realm of responsibility.

As one facet of its Responsible Care activities, and in conformance with
quidelines set by the Ministry of the Environment, UBE produces a
yearly RC Report disclosing information on it activities. This report is
used as a means of communication with stakeholders as well as a safety
education tool for employees. This RC report is unlike past environmen-
tal reports in that it incorporates issues relating to corporate social
responsibility (CSR). In the past 2 years sustainability report guidelines
(Global Reporting Initiative: GRI) for reporting have suggested that
the 3 issues of environment, economy and society be included.

This year’s report pays comparatively greater attention to economic
and social elements, and also offers more in-depth information on spe-
cific site activities and overseas business developments. In addition to
ISO 14001 environmental areas, which are verified by third parties,
this year’s report includes third-party verifications of occupational and
health safety and chemical and product safety activities, as well as
comments from knowledgeable third parties.

Subject of this report

Reporting period: April 1, 2003 to March 31, 2004

(Including sections on 2004 activities and future planning)

Subject company: Ube Industries, Ltd. and 11 consolidated subsidiaries

Four chemical factories (Chiba, Sakai, Ube, Nishioki)
Three cement factories (Ube, Isa, Kanda)

Ube Film, Ltd., Meiwa Kasei Industries, Ltd., Ube
Ammonia Industry, Ltd., Ube Agri-Materials, Ltd., Ems-
Ube, Ltd., Kemira-Ube, Ltd., Ube Material Industries,
Ltd., Ube Board, Co., Ltd., Ube Machinery Corporation,
Ltd., Ube Steel Co., Ltd., U-Mold Co., Ltd. and the
above-named consolidated companies are referred to as
“UBE Group” in this report.

Subject area: Activities in Japan

Reported data: As a rule, this report includes actual performance for fis-

cal 1999-2003 and forecast performance for fiscal 2004.

Information after fiscal 1999 includes data on Group
companies involved in reported operations.

Reference on guidelines: This report was created according to guidelines set forth
in “Environment Report Guideline 2003 Edition”
(Ministry of the Environment), with performance data
determined according to guidelines set forth in the busi-
nessman’s “Performance Guidelines, 2002 Edition,”
and accounting standards conforming to “Environment
Accounting Guideline, 2002 Edition.”
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Spirit of

innovation

UBE

UBE INDUSTRIES,.LTD.

Tokyo Head Office (Environment & Safety Dept.)

Seavans North Bldg., 1-2-1, Shibaura, Minato-ku, Tokyo 105-8449, Japan
PHONE: +81-3-5419-6148 FAX: +81-3-5419-6242

URL: http://www.ube.co.jp

This report is printed on 100% recycled paper using soy ink.




