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Corporate Governance
Sumitomo Chemical makes continual improvements to ensure that the company's governance structures serve their appropriate 
functions, including with respect to executive nomination and remuneration, and that the Board of Directors is highly effective, with the 
aim of further improving corporate governance.
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Sumitomo Chemical is continuously improving the operation of the Board of Directors and various corporate governance measures 
with the primary objectives of further strengthening the board's monitoring functions and enhancing the transparency and objectivity 
of management. In particular, we place great importance on maximizing the effectiveness of Outside Directors and Outside Audit & 
Supervisory Board Members, and to this end, we have implemented various measures to reduce the information asymmetry between 
internal and outside directors. As a result of these improvements, the operation of the Board of Directors and its associated meetings is 
as shown in the diagram below.

Changes in the Method of Operation of the Board of Directors

Efforts to Substantively Strengthen Corporate Governance

Advance briefing

Meetings

Board of Directors

Resolutions

Reports

Rotation report

End

Report on the Summary of Internal Discussion at a Management Meeting 

Each Sector Sets Aside a Block of Time to Make Comprehensive and Systematic Reports

Opportunities for Informal Discussions

Visits to Production Sites

Expanded Advance Briefings for Outside Directors and Outside Audit & 
Supervisory Board Members,Organic Coordination with the Board of Directors

Report to Board of Directors before Deciding on a Major Proposal

●Report the summary of discussions held in internal meetings for important agenda items and how 
the views expressed in those discussions are reflected in the agenda items

●Assign a sector to make a report on the overview of business, strategy, and the progress of 
various measures and R&D (Main sectors of the Head Office are also subject to the assignment.) 

●Directors and Audit & Supervisory Board Members Discussion Meetings (several times a year)

●Study Sessions on Important issues for Outside Directors and Outside Audit & Supervisory Board 
Members (several times a year)

●Discussion Meetings between Outside Directors, Outside Audit & Supervisory Board Members and 
the Heads of Key Group Companies (several times a year)

●Discussion Meetings for Outside Directors  and Outside Audit & Supervisory Board Members Only 
(twice a year)

●Discussion Meetings between Outside Directors, Outside Audit & Supervisory Board Members and 
Key Departments (six times a year)

●Outside Directors and Outside Audit & Supervisory 
Board Members visit to our business offices, 
and Group companies outside Japan (twice a year)

●The roles of advance briefings and meetings of the Board of Directors have been clarified, 
ensuring sufficient time for discussion in the Board of Directors meeting

●The content of advance briefings, including points of discussion, are reflected in the deliberations 
of the Board of Directors

●For important agenda items, such as the management direction, M&A, and other major projects, 
reports (including progress reports) are made to the Board of Directors from the early stages of 
consideration so that they can reflect the Board’s intentions

●Head office monthly report
●Business sector monthly report
●Report on important proposals

Around 8:00

10 : 00

11 : 15

12 : 00

*Standard flow

More than 2/3 of the time in meetings of the 
Board of Directors is used for discussions.

A few days prior to the Board of Directors meeting

Day of the Board of Directors meeting

Upon completion 
of the Board of 
Directors meeting

Corporate Governance (Sustainability Report)

General Meeting of Shareholders

President

Corporate Governance Organization (As of July 1, 2024)

1  Board of Directors

Chairperson: Chairman of the Board (The Chairman of the Board does not concurrently serve as Executive Officer.) 
The term of office of Directors: One year
The Sumitomo Chemical Board of Directors decides management policy, business strategies, and other important matters con-
cerning the company's management, in accordance with the law, the Articles of Incorporation, and the Board of Directors’ own 
rules. It also receives reports from Directors and others on the performance of duties, the financial situation, and operating results, 
and oversees the performance of duties by each Director. In accordance with the Nomination Advisory Committee’s advice, can-
didates for Director are nominated by the Board of Directors and are elected once a year at the General Meeting of Shareholders.
In June 2024, we revised the composition of the Board of Directors with the aim of further strengthening the monitoring functions, 
including “management oversight” and the “deliberation and evaluation of medium- to long-term management strategies and 
policies.” As a result, outside directors now make up half of the board.

2  Board of Audit & 
Supervisory Board 
Members

Constituent members: 5 Audit & Supervisory Board Members  
(including 3 Outside Audit & Supervisory Board Members) 
The Audit & Supervisory Board Members and the Board of Audit & Supervisory Board Members play a vital role in our corporate governance by 
auditing the performance of duties by Directors in accordance with the law and the Articles of Incorporation. The results of audits and the ob-
jective views of Outside Audit & Supervisory Board Members are appropriately reflected in internal audits, Audit & Supervisory Board Members’ 
audits, and accounting audits, so as to raise the effectiveness and efficiency of auditing. The Audit & Supervisory Board Members’ Office has 
been established with staff dedicated to providing assistance in auditing functions under the direction of Audit & Supervisory Board Members.

3  Nomination Advisory 
Committee

Constituent members: Outside Directors and the Chairman of the Board, and the President
An advisory committee of the Board of Directors relating to the selection of senior management*1 and the nomination of Direc-
tors and Audit & Supervisory Board Members. The committee, whose members are directors (the majority of whom are outside 
directors) makes recommendations to the Board of Directors when selecting executives, with the aim of ensuring even greater 
transparency and fairness in executive selection and also clarifying the process of executive selection.

*�Senior management means Executive Officers above Senior Managing Executive Officer, and Managing Executive Officers who are immediate-
ly under the President, supervising certain functions.

4  Remuneration  
Advisory Committee

Constituent members: Outside Directors and the Chairman of the Board, and the President
An advisory committee of the Board of Directors relating to the remuneration system and remuneration levels for Directors and 
Executive Officers, as well as other related issues. The committee, whose members are directors (the majority of whom are outside 
directors) makes recommendations to the Board of Directors when determining systems for and levels of executive remuneration, 
among other issues, with the aim of further increasing transparency and fairness. In addition, upon authorization by the Board of 
Directors, the committee determines the amount of compensation for each individual senior management and Directors in accor-
dance with the policies for determining compensation of senior management and Directors.

Corporate Governance Organization

60％ 50％

71％

71％

Appointment and removal, 
and supervision
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As a result of efforts such as reviewing the way the Board of Directors operates, Outside Directors and Outside Audit & Supervisory 
Board Members have expressed the view that meetings of Sumitomo Chemical's Board of Directors feature free, frank, constructive, 
and lively debates. In addition, we have received numerous suggestions and advice from Outside Directors and Outside Supervisory 
Board Members on how to operate the Board of Directors, support systems for Outside Directors and Outside Audit & Supervisory 
Board Members, and various corporate governance improvement measures, during the meeting of Board of Directors as well as informal 
meetings of Outside Directors and Outside Audit & Supervisory Board Members relating to the assessing the effectiveness of the Board 
of Directors. Based on these suggestions and advice, we have implemented the following measures.

Utilizing the Oversight and Advisory Functions of Outside Directors and Outside Audit & Supervisory Board Members

There are any number of other cases where the company's efforts were advanced by explicit or implicit suggestions from Outside 
Directors and Outside Audit & Supervisory Board Members, and their monitoring and advisory functions have been a driving force for 
continually strengthening corporate governance at Sumitomo Chemical.

Example Initiatives Based on Recommendations from Outside Directors and Outside Audit & Supervisory Board Members

Highly Effective Monitoring

Maximal Use of the Functions of Outside Directors 
and Outside Audit & Supervisory Board Members

Other (Efficiency Improvements, etc.)

Initiatives to Achieve Continued Growth

Examples of Board Discussions (FY2023)
In FY2023, in response to our challenging financial performance, we held multiple study sessions and informal discussion meetings, in 
addition to regular Board meetings, to ensure a V-shaped recovery and secure sustainable growth in the future. These sessions involved 
extensive discussions on immediate-term, concentrated measures  to improve business performance and fundamental structural reforms.

Regarding the immediate-term, concentrated measures to improve business performance, the Board of Directors has been closely 
monitoring progress in a timely manner, discussing the need for additional measures and the importance of accelerating initiatives, 
thereby supporting the management team in ensuring effective execution. For the fundamental structural reforms, we engaged in 
thorough discussions, considering changes in the business environment, our long-term vision, the positioning of each business area 
within our new growth strategy, and strategies to maximize profitability in existing businesses. Specific issues such as the restructuring 
of Sumitomo Pharma, the reassessment of Petro Rabigh's role, and the reorganization of the petrochemical business were also rigorously 
debated. Throughout these discussions, our outside directors and outside audit & supervisory board members provided numerous 
objective and, at times, critical observations. For instance, when evaluating the direction of structural reforms, it was emphasized that it 
is essential to clearly and quantitatively define the company's long-term vision. There were also opinions that, in addition to restructuring 
or divesting unprofitable businesses, we must work to further enhance the profitability of profitable ones. During the strategy formulation 
process, concerns were raised about the feasibility of our growth strategies, and it was suggested that backup plans should also be 
considered. Additionally, we discussed the future direction of Sumitomo Pharma and Petro Rabigh within our business portfolio, as well as 
how we should communicate these decisions to stakeholders, ensuring full accountability.

As a result of these thorough reviews and discussions, we finalized and announced the outline of the fundamental structural reforms in 
April 2024.

TOPICS

● Feedback on dialogue with institutional investors
● Expanded rule-making for risk analysis and reporting
● Regular follow-up and reporting on major investment projects

●Improved efficiency and flexibility in Board 
of Directors operations (paperless, remote 
meetings)

●Flexible scheduling for meetings of the 
Board

● Enhanced monitoring and regular reporting for Group companies

●●Expanded explanation of topics �discussed in management meetings
●●Advance briefings for Outside Directors and �Outside Audit & Supervisory 

Board Members, and �enhanced coordination with the Board of Directors

Since 2017

Since 2018

Since 2016

Since 2020

●●Informal meetings to discuss important management issues
Since 2019

●●Holding study sessions for Outside Directors and Outside Audit & Supervisory Board Members  
on important issues (regarding Petro Rabigh)

●●Discussion meetings between Outside Directors, Outside Audit & Supervisory Board Members and the 
heads of key group companies (regarding Sumitomo Pharma)

Since 2023

●●●Active discussions relating to medium- to �long-term issuesSince 2018

 Initiatives aimed at further 
enhancing corporate value

Fulfillment of the Board of Directors’
 functions for sustainable growth

Improvement of the effectiveness 
of group governance

Corporate structure

Further reinforcement 
of Group Governance

The roles to be fulfilled by the Board of Directors 
and the Company’s corporate structure

Discussions at the Board of Directors on 
management with a focus on capital costs and 
stock prices.

Reaffirmed our stance of creating both 
economic and social value in an integrated 
manner, as well as our commitment to 
ROI-oriented management.

Gained a deeper understanding of the 
subsidiaries' mid-term strategies and current 
issues.

Increased the number of outside directors by 
one, resulting in a structure where outside 
directors now make up half of the Board.

Held informal discussion meetings with the 
heads of important subsidiaries.

Decided to revise the composition of the 
Board of Directors to strengthen monitoring 
functions, including “management oversight” 
and the “deliberation and evaluation of mid- to 
long-term management strategies and 
policies.”

The e�ectiveness of the Board of Directors is assessed in terms of its composition, operational status, deliberation/reports at its meetings, 
auditing status on its business execution, and the operations of the non-mandatory Nomination Advisory Committee and Remuneration 
Advisory Committee. The company conducts surveys of each Director and Audit & Supervisory Board Members about their assessing the 
e�ectiveness of the Board of Directors. Based on the results of these surveys, there is then a frank exchange of views in meetings of the Board 
of Audit & Supervisory Board Members, in informal meetings with Outside Directors and Outside Audit & Supervisory Board Members, and in 
management meetings, a�er which the Board of Directors then conducts a review of its own e�ectiveness in one of its meetings based on the 
views expressed in the prior meetings.

1. 役員報酬の基本方針
（1）経営陣幹部および取締役（社外取締役を除く。）の報酬は、固
定報酬としての「基本報酬」、変動報酬としての「賞与」および「株
式報酬」から構成されるものとします。また、社外取締役の報酬
は、「基本報酬」および「賞与」から構成されるものとします。
（2）「基本報酬」は、経営陣幹部および取締役の行動が短期的・
部分最適的なものに陥らぬように、職務の遂行に対する基礎的
な報酬として、役割や職責に応じた設計とします。
（3）「賞与」は、毎年の事業計画達成への短期インセンティブを
高めるため、当該事業年度の連結業績を強く反映させるものと
します。
（4）「株式報酬」は、株主との一層の価値共有を推進するととも
に、会社の持続的な成長に向けた中長期インセンティブとして
機能するよう設計します。
（5）報酬水準については、当社の事業規模や事業内容、ESGな
どの非財務的要素も含めた外部評価等を総合的に勘案すると
ともに、優秀な人材の確保・維持等の観点からの競争力ある水
準とします。また、その水準が客観的に適切なものかどうか、外
部第三者機関による調査等に基づいて毎年チェックします。
（6）中期経営計画（2022～2024年度）最終年度の連結業績目
標（コア営業利益）を達成した場合、取締役（社外取締役除く。）
の報酬構成は、固定報酬と変動報酬の割合が概ね１：１、変動報
酬における短期インセンティブ（賞与）と中長期インセンティブ
（株式報酬）の割合が概ね７：３となるよう設計します。

2. 各報酬要素の仕組み
❶基本報酬
基本報酬は、上記１（5）～（6）の方針に基づいて、その水準を決
定します。基本報酬は各年単位では固定報酬とする一方、「成
長」、「収益力」および「外部からの評価」等の観点から総合的か
つ中長期的にみて当社のポジションが変動したと判断しうる場
合は、報酬水準を変動させる仕組みを採用します。
ポジションの変動を判断する主な指標は、①「成長」の面では売
上収益、資産合計、時価総額、②「収益力」の面では当期利益
（親会社帰属）、ROE、ROI、D/Eレシオ、③「外部からの評価」の
面では信用格付やGPIF（年金積立金管理運用独立行政法人）
が選定したESG指数を適用することとします。
なお、各人の支給額は、役位別基準額に基づいて決定します。
❷賞与（短期インセンティブ）
賞与は、当該事業年度の業績が一定以上となった場合に支給す
ることとし、賞与算出フォーミュラに基づいて決定します。
賞与算出フォーミュラに係る業績指標は、財務活動も含めた当該
年度の経常的な収益力を賞与額に反映させるため、連結のコア
営業利益と金融損益の合算値を適用します。また、算出フォー
ミュラの係数は、上位の役位ほど大きくなるよう設定します。

❸株式報酬（中長期インセンティブ）
株式報酬は、譲渡制限付株式報酬とし、役位別に定めた額に応じ
た譲渡制限付株式を毎年定時株主総会後の一定の時期に割り当
て、在任中はその保有を義務付けます。また、総報酬に占める株式
報酬の割合は、上位の役位ほど大きくなるよう設定します。

3. 役員報酬決定の手順
取締役の報酬は、2006年6月23日開催の第125期定時株主総会の
決議によって定められた報酬総額の上限額（年額10億円以内）の
範囲内において決定します。また、取締役（社外取締役を除く。）に
対して譲渡制限付株式を付与するために支給する報酬額につい
ては、2022年６月23日開催の第141期定時株主総会の決議によっ
て定められた上限額（年額４億円以内）の範囲内において決定しま
す。取締役会は、役員報酬委員会からの助言を踏まえ、役員報酬の
決定方法を審議、決定します。なお、経営陣幹部および取締役の個
人別報酬額は、取締役会の授権を受けた役員報酬委員会が、「経
営陣幹部、取締役に対する報酬決定方針」に基づき決定します。

Assessing the E�ectiveness of the Board of Directors 役員報酬（取締役および執行役員に適用）

●Deepening discussions and accelerating 
decision-making through the agile convening 
of extraordinary Board meetings and informal 
discussion sessions

●Enriching discussions from a company-wide 
optimization perspective under the new Board 
structure

●Formulating fundamental structural reforms 
and a mid-term management plan based on 
feedback from shareholders and investors, 
and maximizing shareholder value through 
investor dialogue

●Further strengthening the audit and oversight 
functions, as well as engagement with group 
companies

●Optimizing the group structure by reassessing 
the functions, roles, and strategic importance 
of each company from a mid- to long-term 
management perspective

●Strengthening monitoring functions through 
the refinement of agendas and operational 
practices based on the revised composition of 
the Board of Directors

●Regular discussions and evaluations regarding 
corporate structure

連結業績指標
（コア営業利益＋金融損益） 係  数

賞与算出フォーミュラ

※中期経営計画（2022～2024年度）最終年度の連結業績目標
（コア営業利益）達成時

約15%

約50%
35%

50%約
約
賞与

基本
報酬

株式報酬

固定報酬変動報酬

中長期インセンティブ

取締役（社外取締役除く）の報酬構成イメージ

短期インセンティブ

Initiatives for 
FY2023

Initiatives 
Moving Forward

Issues Identified 
in FY2022

●●●Intensive discussions on immediate-term, concentrated measures to 
improve business performance and fundamental structural reforms

Since 2023

●●Frank exchanges of views between Outside Directors and Audit & Supervisory Board Members and a 
wide range of employees 
(Rotation-based discussion meetings with reporting departments, innovative approaches to site visits, 
attendance of outside directors and outside audit & supervisory board members at internal meetings, etc.)

 �Performance, knowledge, experience, personality, and the insight 
of a candidate are comprehensively considered from the standpoint 
of having “the right person in the right place,” as well as ensuring a 
proper and prompt decision-making process, so as to select a per-
son suitable for the respective duties.

 �According to the criteria set forth by the company, the person who 
has reached a certain age set for retirement will resign, in principle, 
upon completion of his or her tenure. 

 �For the nomination of candidates for Outside Directors and Outside 
Audit & Supervisory Board Members, if a candidate also serves as 
an executive officer of other listed companies, the number of these 
companies must be less than five, including our company. This rule 
is to ensure that the candidate can properly fulfill his/ her responsi-
bility as our Director or Audit & Supervisory Board Members.

Appointment Policy

 �The Board of Directors will deliberate and decide on its response 
if senior management commits a wrongful, inappropriate, or trea-
sonous act, or if there is a cause that is deemed unsuitable to be 
committed by a member of senior management.

Dismissal Policy and Procedures

Appointment Procedures

Policies and Procedures for Reshuffling Senior Management and Nominating 
Candidates for Directors and Audit & Supervisory Board Members

Decision by the
Board of Directors

 �The Board of Directors will deliberate based on the ad-
vice and make a decision.

Discussion by the 
Nomination Advisory 
Committee

 �The results of the nomination will be deliberated at the 
Nomination Advisory Committee and recommended to 
the Board of Directors.

Candidates Selected 
by Representative 
Directors

 �Representative Directors select candidates suitable for the 
positions of senior management, Directors and Audit & Super-
visory Board Members in accordance with the above Policies
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❶ Basic Compensation ❷ Bonuses

❸ Stock Compensation

In light of our challenging performance, we are implementing the following measures.

Executive Compensation Structure

about 50% about 35% about 15%Upon achieving performance targets
  in the Corporate Business Plan

FY2023 Results 22.5%77.5%

❶Basic Compensation ❸Stock Compensation

❶Basic Compensation ❸Stock Compensation

❷Bonuses

Image diagram of composition of remuneration of directors (excluding Outside Directors)

Directors’ and Audit & Supervisory Board Members’ compensation (FY2023)

Mechanisms of each remuneration element

(Note) The amount to be paid to each person will be determined by each position.

(Millions of yen)

Title Number of 
people

Total amount of 
compensation

Basic compensation 
(fixed remuneration)

Bonuses
 (performance-linked 

remuneration)

Stock compensation
(non-monetary com-

pensation)

Directors (Of which, Outside Directors) 14(4) 634(60) 505(60) ‒ 129(‒)

Audit & Supervisory Board Member one (Of which,     
Outside Audit & Supervisory Board Members) 6(3) 122(43) 122(43) ‒ ‒

Total 20 756 627 ‒ 129

Factors for Determination Major Indicators

Growth
Sales revenue
Total assets
Market capitalization

Earnings capacity

Current income (belonging to the parent company)
ROE
ROI
D/E ratio

Outside evaluations
Credit ratings
ESG index selected by GPIF

*The Company will arrange so that the higher the position,the larger the coefficient will be.
(Note) If a consolidated performance indicator does not exceed a particular level, bonuses will not be paid.

Consolidated
performance indicator

Core operating profit plus
financial profit and loss

Calculation formula 

Stock Compensation shall be restricted stock compensation. Restricted 
stocks shall be allocated at a certain time after the ordinary general meeting of 
shareholders each year according to the amount determined for each position, 
and it shall be obligatory to hold the stocks during the term of office. In addition, 
the Company shall set the ratio of stock Compensation to total remuneration so 
that it will get larger as the position of a person gets higher.

❶ Remuneration

❷ Bonuses for directors Bonuses for directors for the fiscal year ending March 2024 will not be paid.

2023/11～2024/4 : The Representative Director, Chairman of the Board and the Representative Director & 
President will voluntarily forgo 10% of their basic monthly remuneration.

2024/5～2024/9 : The Representative Director, Chairman of the Board and the Representative Director & 
President will have their basic monthly remuneration reduced by 20%, while other directors (including outside 
directors) and executive officers will have their basic monthly remuneration reduced by 5-10%.

Total amounts of compensation by type

(Note) The numbers of people and the amounts of compensation listed above include two Directors and one Audit & Supervisory Board Member who retired during this fiscal year.

Expertise and Experience of Directors and Audit & Supervisory Board Members Remuneration

Our management requires expertise and business experience in a variety of fields. In light of these business characteristics, the 
Company's Board of Directors, in principle, consists of a diverse range of members, including those with extensive knowledge and 
experience in corporate management, the Company's business, finance and accounting, legal, compliance, and internal controls, etc., as 
well as international experience.

Remuneration for Directors (excluding Outside Directors) and Executive Officers shall consist of Basic Compensation as fixed 
compensation and Bonuses and Stock Compensation as variable compensation. In addition, the remuneration for Outside Directors shall 
consist of Basic Compensation and Bonuses.

The remuneration shall be set at levels which are designed to be objectively competitive to attract and retain outstanding talent while 
comprehensively taking into consideration such factors as the scale and content of the Company's business and external evaluations of 
ESG and other non-financial factors. Based on surveys by a third-party organization and other materials, such levels shall be checked 
annually whether or not to be objectively appropriate.

(Note) In the table above, each person's main areas of expertise and experience, up to a maximum of three areas, are designated with a ● .

Consolidated performance indicator

Coefficient*

Based on the factors for determination described below, the company 
will change the amount of remuneration when it is determinable that 
the company's position has changed from a comprehensive and 
medium- to long-term perspective.

 Position　 Corporate 
Management

Business 
Strategy/
Marketing

Technology/
Research Global ESG/

Sustainability
Finance/

Accounting

Human  
Resources and 

Labor

Legal/
Compliance/

Internal 
Control

Knowledge of
Other 

Specialized 
Fields

Board of Directors

Masakazu 
Tokura

Chairman of
the Board ● ● ●

Keiichi 
Iwata

Representative 
Director & 
President

● ● ●

Hiroshi 
Ueda

Representative 
Director ● ● ● (IT・DX)

Hiroshi 
Niinuma

Director ● ● ●

Noriaki 
Takeshita

Director ● ● ●

Hiroshi 
Tomono

Outside 
Director ● ● ●

Motoshige 
Itoh

Outside 
Director ●

● (International 
Economics)

● (IT・DX)

Atsuko 
Muraki

Outside 
Director ● ● ●

Akira 
Ichikawa

Outside 
Director ● ● ●

Yumiko 
Noda

Outside 
Director ● ● ●

Audit & Supervisory Board Members

Kunio 
Nozaki

Standing Audit 
& Supervisory 
Board Member

● ●

Hironobu 
Nishi

Standing Audit 
& Supervisory 
Board Member

● ● ●

Mitsuhiro 
Aso

Outside Audit 
& Supervisory 
Board Member

● ● ●

Yoshitaka 
Kato

Outside Audit 
& Supervisory 
Board Member

● ● ●

Michio 
Yoneda

Outside Audit 
& Supervisory 
Board Member

● ● ● (Financial 
Markets)
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When Sumitomo Chemical and its listed subsidiaries jointly work 
on maximizing group synergy, Sumitomo Chemical respects 
independent decision making by listed subsidiaries and, at the same 
time, makes its best efforts to establish an effective governance 
system in order to avoid any conflicts of interests with minor 
shareholders. 
   With respect to the listed subsidiaries, we are taking the following 
measures to ensure appropriate supervision of such areas as 
transactions with the parent company and nomination of officers and 
remuneration of officers, from an independent and objective position.

Building an Effective Governance System

● �Electing  a sufficient number of Outside Directors

● �Establishing committees for nomination of officers 
and remuneration of officers, the majority of the 
members of which are Outside Directors. 

● Establishing and reliably operating committees, 
which aim to monitor and supervise transactions 
conducted between subsidiaries and the parent 
company and which is composed of Outside 
Directors only.

Company Name Design of 
Organization Ratio of Outside Directors Nomination/Remuneration Monitoring and Supervision of Such Areas as 

Transactions with the Parent Company

Sumitomo Pharma 
Co., Ltd.

Company with 
Board of Audit & 

Supervisory Board 
Members

50%
(4/8)

Koei Chemical
 Co., Ltd.

Company 
with Audit and 

Supervisory 
Committee

40%
(4/10)

Taoka Chemical
Co., Ltd.

Company 
with Audit and 

Supervisory 
Committee

33%
(4/12)

Tanaka Chemical 
Corporation

Company 
with Audit and 

Supervisory 
Committee

57%
(4/7)

Nomination

Nomination

Nomination

Nomination

Supervising for Conflict 
of Interests Arising from 
Transactions Conducted 

among Group Companies

Supervising for Conflict 
of Interests Arising from 
Transactions Conducted 

among Group Companies

Supervising for Conflict 
of Interests Arising from 
Transactions Conducted 

among Group Companies

Supervising for Conflict 
of Interests Arising from 
Transactions Conducted 

among Group Companies

Remuneration

Remuneration

Remuneration

Remuneration

Composition of the Board Non-mandatory Committees Established

Design of the Organization, Composition of Outside Directors and Establishment of Non-mandatory Committees 
in Each Company

At Sumitomo Chemical, the Board of Directors has established the “Basic Policy for the Enhancement of the Internal Control 
System” as a framework to ensure the proper conduct of operations as stipulated by the Companies Act. The Internal Control 
Committee, chaired by the President, plays a central role in deliberating on various policies based on this basic policy. The 
company continuously reviews and strengthens the internal control system to ensure its effectiveness, adapting to changes in 
business and the environment.
   In addition, information that may affect investors’ investment decisions is managed by the Corporate Communications 
Department, which, in collaboration with relevant departments, ensures timely and continuous disclosure of such information.

To achieve sustainable growth, Sumitomo Chemical makes an effort to detect, at an early stage, various risks that may hinder the 
achievement of its business objectives, and takes proper measures. We focus on building and expanding a system relating to risk 
management so that we can promptly and properly address risks when they emerge.

Internal Control

Risk Management

Internal Control (Sustainability Report)

Risk Management (Sustainability Report)
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For a publicly listed subsidiary, the advantages of being publicly listed include better employee morale, enhanced ability to recruit 
employees, greater trust from customers, and greater influence within the industry. In addition, the parent company can expect 
to benefit from synergies in collaboration and cooperation with its subsidiaries. Because of these benefits, in seeking to maximize 
the overall corporate value of the Sumitomo Chemical Group, we think that holding listed subsidiaries is one of the effective 
options based on premise of preserving each subsidiary’s autonomy and respecting the rights of minority shareholders. 
   Our company is currently promoting fundamental structural reforms in response to the severe performance trends we are 
facing, with the aim of finding a new path to growth. We believe that establishing the best growth model for each of our listed 
subsidiaries is of utmost importance. Accordingly, we will review the relationships between our company and each subsidiary, 
including our equity holdings, in alignment with the direction of our structural reforms.

Our Thinking Regarding Listed Companies with Listed Subsidiaries

The Significance of Being Listed Companies with Listed Subsidiaries

Listed Company with Listed Subsidiaries

Company Name History Position in Group Synergies

Sumitomo Pharma 
Co., Ltd.

Sumitomo Chemical’s pharmaceutical 
business began with the acquisition 
of the Japan Dyestuff Manufacturing 
Company in 1944. After being spun 
off as the subsidiary Sumitomo Phar-
maceuticals in 1984, it merged with 
Dainippon Pharmaceutical in 2005 to 
become Sumitomo Dainippon Pharma 
(currently Sumitomo Pharma). 

The company’s core pharmaceuticals 
business is a pillar of Sumitomo Chem-
ical’s life sciences business, along with 
the agricultural chemicals business, 
and is a source of innovation. In the 
current Corporate Business Plan, it 
has positioned “healthcare” as one of 
the priority areas in making efforts for 
acceleration of the development of 
next-generation businesses, and further 
innovation is expected in next-genera-
tion pharmaceuticals such as regener-
ative medicine and cell therapies in the 
future.

● �Research at the Bioscience Research Labora-
tory, which consolidates and integrates parts 
of the research organizations of the company 
and Sumitomo Chemical

● Contract Development and Manufacturing 
Organization in regenerative medicine and 
cell therapies (combines the company’s 
expertise in regenerative medicine and cell 
therapy with Sumitomo Chemical’s expertise 
in the CMO business) 

● Theranostics (combines the company’s an-
tibody design technology with Sumitomo 
Chemical’s biological mechanism analysis 
technology and the radioactive isotope tech-
nology of Nihon Medi-Physics)

● �Having locations on Sumitomo Chemical’s 
premises enables close collaboration in such 
areas as quality and production management, 
reducing indirect expenses

● Strengthening governance through the de-
ployment of multiple management personnel, 
and promoting thorough streamlining with full 
group support, including financial assistance 
through debt guarantees.

Koei Chemical
 Co., Ltd.

Sumitomo Chemical invested capital in 
1951 for relationship-building because 
the company was Sumitomo Chem-
ical’s largest customer for methanol. 
Thereafter, when the company ran into 
a financial crisis, the collaboration was 
strengthened in order to rebuild the 
company, including dispatching exec-
utives from Sumitomo Chemical.

Through production outsourcing in both 
directions for such items as catalysts 
and electronic materials based on the 
unique organic synthesis technologies 
of the company, the company has 
contributed to the expansion of the 
Sumitomo Chemical Group’s business 
in the field of fine chemicals.

● �Optimization of the Sumitomo Chemical 
Group’s production of active pharmaceutical 
ingredients and intermediates through a new 
multi-purpose manufacturing equipment 
(multi-plants) approach

● �Joint research from the earliest stage into 
such areas as battery materials and additive 
agents

● Having locations on Sumitomo Chemical’s 
Works enables close collaboration in such 
areas as quality and production manage-
ment, reducing indirect expenses

Taoka Chemical
Co., Ltd.

In 1955 Sumitomo Chemical invested 
capital in the company, a leader in the 
dye business, to strengthen its own 
dye business.

Through production outsourcing in both 
directions for such items as electronic 
materials and pharmaceutical and ag-
rochemical intermediates based on the 
various organic synthesis technologies 
and numerous multi-plants held by the 
company, the company has contribut-
ed to the expansion of the Sumitomo 
Chemical Group’s business in the field 
of fine chemicals.

● Expanded contract manufacturing of pharma-
ceutical and agrochemical intermediates with 
numerous multi-plants of the company

Tanaka Chemical 
Corporation

Sumitomo Chemical invested capital in 
the company in 2013 and began joint 
development of high-capacity cathode 
materials for automobiles. Afterwards, 
in light of the smooth progress in joint 
development work, and in light of ex-
pectations that, in line with the future 
growth of the environmentally friendly 
vehicles market, there would be sig-
nificant medium- to long-term growth 
in the market for lithium-ion secondary 
batteries, the company was convert-
ed to a majority-owned subsidiary in 
2016.

Through integration of the technolo-
gies relating to precursors held by the 
company and the findings related to 
cathode materials held by Sumitomo 
Chemical, the company accelerates 
joint development of new products 
and contributes to the full-scale market 
entry and expansion of the Sumitomo 
Chemical Group’s cathode materials 
business.

● Contribute to a drastic rationalization of the 
manufacturing process and optimization of 
research and development through integra-
tion of the technologies of both companies

● Sumitomo Chemical’s capital investment 
and guidance has improved the company’s 
management level in such areas as labor 
accidents and internal control

https://www.sumitomo-chem.co.jp/english/sustainability/information/library/files/docs/sustainability_report_2024e.pdf#page=59
https://www.sumitomo-chem.co.jp/english/sustainability/information/library/files/docs/sustainability_report_2024e.pdf#page=61
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