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The Shinko Way

The Shinko Way embodies the philosophy of the Shinko Group, our reason for existence, values and the
principles that we follow in our daily activities. The Shinko Group continuously increase corporate value through
practice of the Shinko Way, together with our consistent functioning as a corporate group.

Through the provision of products and services to customers and society, we help to enrich the lives of
people all over the world, and by practicing the Shinko Way, we aim to fulfill our social responsibility as a

company and contribute to the development of society.

Corporate Vision

Technology Leadership: Our company has adopted technological development as one of the most
important guidelines of its management since its foundation. It aims to make great strides with the
development and the accumulation of new technologies as its driving force.

The Art of Manufacturing: We aim to be the most excellent manufacturing company in the world by
concentrating our wisdom and ideas towards the manufacturing site where profits are generated for

the enterprise.

Long Term Vision: We aim for unlimited progress, while retaining enthusiasm for sustained creation and
development in the field of electronics, which is advancing at a very quick pace.

Global Outlook: We promote business by meeting globally diversifying needs, while bearing in mind
coexistence and co-prosperity in the international society as an international corporation.

Responsibility to Individual: Society and enterprises are comprised of groups of people that cannot
coexist without good human relations. We will promote business through management plans based

on a people-friendly approach.

Founder’s Philosophy
Economizing
“Dreams in one hand, and a soroban in the other.”

Innovation by manufacturing site
Responsibility to Individual

What we strive for:

/Corporate Values ) érinciples

Society and Environment: In all our actions, we
protect the environment and contribute to
society.

Profit and Growth: We strive to meet the expectations
of customers, employees and shareholders.

Shareholders and Investors: We seek to continuously
increase our corporate value.

Global Perspective: We think and act from a global
perspective.

What we value:

Employees: We respect diversity and support
individual growth.

Customers: We seek to be their valued and trusted
partner.

Business Partners: We build mutually beneficial
relationships.

Technology: We seek to create new value through
innovation.

Quality: We enhance the reputation of our customers

\ and the reliability of social infrastructure. )

- A

Global Citizenship: We act as good global
citizens, attuned to the needs of society
and the environment.

Customer-Centric Perspective: We think from
the customer’s perspective and act with
sincerity.

Firsthand Understanding: We act based on a
firsthand understanding of the actual
situation.

Spirit of Challenge: We strive to achieve our
highest goals.

Speed and Agility: We act flexibly and promptly
to achieve our objectives.

Teamwork: We share common objectives
across organizations, work as a team and
act as responsible members of the team.

(Code of Conduct

~\

m We respect human rights.
m \We comply with all laws and regulations.
m \We act with fairness in our business dealings.

m \We protect and respect intellectual property.

= \We maintain confidentiality.

m \We do not use our position in our organization
for personal gain.
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Editorial Policy

We publish an annual Environmental and Social Report to give our stakeholders an understanding of the Shinko Group’s
initiatives, centered on our environmental, social, and corporate governance efforts.

Period Covered

FY2018 (focusing on initiatives from April 1, 2018 to March 31, 2019 and including some of our prior and most recent
initiatives)

Scope of the Report

As a general rule, the report focuses on initiatives and data for the Shinko Group as a whole. The scope is narrowed to
individual cases regarding matters for which group-wide data are not available. The overall group of companies including
SHINKO ELECTRIC INDUSTRIES CO., LTD. is referred to as the “Shinko Group,” and the overall group of companies in Japan
including SHINKO ELECTRIC INDUSTRIES CO., LTD. is referred to as the “Shinko Group in Japan.” SHINKO ELECTRIC
INDUSTRIES CO., LTD. is referred to as “Shinko.”

Date of Publication

September 2019

Next issue: September 2020 (previous issue: September 2018)

Reference Guidelines

e GRI, Sustainability Reporting Standards

¢ Ministry of the Environment, Environmental Reporting Guidelines (Fiscal Year 2018 version)

¢ Ministry of the Environment, Environmental Accounting Guidelines (Fiscal Year 2005 version)

Contact Information

SHINKO ELECTRIC INDUSTRIES CO.,, LTD.

80, Oshimada-machi, Nagano-shi, Nagano 381-2287, Japan

Public & Investor Relations Department, Corporate Planning Division (Tel: +81 (26) 283-6450)

Environmental Engineering Department, Environmental Management Division (Environmental Report) (Tel: +81 (26) 283-2955)
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Shinko Group Outline

Corporate Name

SHINKO ELECTRIC INDUSTRIES CO., LTD.

Head Office 80, Oshimada-machi, Nagano-shi, Nagano 381-2287, Japan
Date of Establishment September 12, 1946
Capital 24,223 million yen (as of March 31, 2019)

Fiscal Year and
Listing Market

Ending March 31
First Section of the Tokyo Stock Exchange

Consolidated
Subsidiaries
(10 companies)

Domestic: two companies
SHINKO PARTS CO,, LTD. (Nagano City, Nagano Prefecture)
SHINKO TECHNOSERVE CO., LTD. (Nagano City, Nagano Prefecture)
Overseas: eight companies
KOREA SHINKO MICROELECTRONICS CO., LTD. (KSM: Korea)
SHINKO ELECTRONICS (MALAYSIA) SDN. BHD. (SEM: Malaysia)
SHINKO ELECTRIC INDUSTRIES (WUXI) CO., LTD. (SEW: China)
SHINKO ELECTRIC AMERICA, INC. (SEA: US.A)
SHINKO ELECTRONICS (SINGAPORE) PTE. LTD. (SES: Singapore)
KOREA SHINKO TRADING CO., LTD. (KST: Korea)
TAIWAN SHINKO ELECTRONICS CO., LTD. (TSE: Thailand)
SHANGHAI SHINKO TRADING LTD. (SST: China)

Affiliated Company
(One company)

SHINKO MICROELECTRONICS (THAILAND) CO., LTD. (SMT: Thailand)

I Net Sales
<Net Sales> <Net Sales by Region (FY2018)>
(Billions of yen) 147 1 (Billions of yen)
143. 4
1500 1428 . 138. 8 Others
23.6
Net Sales
100.0
US.A —a (Consolidated) )
17.6 Malaysia

142.2

&5

32.3

China
19.8

18 (FY)

\ lConsoIldated lUnconsoIldated |

I Number of Employees

<Number of Employees>

<Employee Ratio by Region (as of March 31, 2019)>

4,905 4,880

5,000

4,000

3,000

2,000

1,000

4,848

|4117 I4o7o |4037 |3987 I‘«035
0

The Americas
0.8%

4,785 4,850

Asia
14.4%

ber of Employe
(Consolidated)

4,850

Japan
84.8%

18 (FY)

[ = Consolidated

Unconsolidated |
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I Business Locations

<Domestic Network>

Kyogase Plant
Arai Plant

Takaoka Plant

Nagoya Sales Office
Osaka Sales Office
Oita Sales Office
Fukuoka Sales Office

Sendai Sales Office

Aizu Branch

— Head Office/Kohoku Plant
L Nagano Sales Office
—— Wakaho Plant

— SHINKO R&D Center
— Kurita Sogo Center

— SHINKO PARTS CO., LTD.
L— SHINKO TECHNOSERVE CO., LTD.

@ Head Office / Plants & Facilities / Subsidiaries

® Sales Offices

Tokyo Sales Office

<Global Network>
SST Chengdu
SST Shenzhen

v‘

SEA Burlington
SEA Sunnyvale

SEA Dallas
SEA Austin

SEA Phoenix
A San Diego

o e— TSE Taipei

f TSE Kaohsiung

Man|la
—

SEM M
SES Singapore /\'
® Plants ® Sales Offices ® Representative Office
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Business Overview by Product Category

| IC Lead Frames
The IC Lead Frames segment consists of stamping lead frames and etched lead frames. Made of metal, lead

frames are exceptionally reliable and extremely versatile.

IC Lead Frames
32.093 (22.6%)

(Billions of yen)

FY2018
Net Sales

(Consolidated)
142.2
Stamping Lead Frames Stamping Lead Frames Etched Lead Frames
(QFN-Type)
Applications: Smartphones, automobiles, PCs,
home appliances and industrial uses, etc.

| IC Packages
The IC Packages segment includes such products as flip-chip type packages, plastic BGA substrates, heat

spreaders, and IC assemblies. They are used in PCs, servers, smartphones and, in recent years, the automotive
applications among other areas.

(Billions of yen)

FY2018
Net Sales
(Consolidated)

142.2

Flip-Chip Type Package Plastic BGA Substrates IC Assemblies

[ Applications: PCs, servers, smartphones, consumer products, etc. ]

| Hermetic Seal Parts
The Hermetic Seal Parts segment consists of ceramic electro static chucks and glass-to-metal seals. Ceramic

electro static chucks are used in semiconductor manufacturing equipment, while glass-to-metal seals’ uses
include automotive sensors and optical devices among others.

(Billions of yen)

Hermetic Seal P
26.370

(18.5%) FY2018
Net Sales
(Consolidated)
142.2
Ceramic Electro Glass-to-Metal Seals Glass-to-Metal Seals for
Static Chuck for Optical Devices Optical

Applications: Semiconductor manufacturing equipment,
automobiles, consumer products,
communications equipment, etc.

5 Environmental and Social Report 2019



Message from the President

Technological innovation driven by semiconductor advances is
expected to bring big changes to our lives and society, including
through markets related to 10T and Al, which are anticipated to
become more widely used in the future, and the auto market, in
which technology development is accelerating, including self-
driving and EV (electric vehicles), supported by the practical
implementation of the next-generation mobile communications
standard (5G). In such a time of major economic and social change,
the Shinko Group aims to enrich the lives of people by providing
customers all over the world with diverse products built upon the
elemental technologies it has cultivated since its founding and,
moreover, to fulfill its social responsibility as a corporate citizen by
actively addressing increasingly complex social challenges.

With stakeholders placing more diverse expectations onto
companies in recent years, we have entered an era in which firms
face greater evaluation and selection in terms of attitudes toward
and action on ESG (environmental, social, and governance) factors
such as initiatives against climate change and social issues as well as
corporate governance in addition to financial factors. Also, things
such as the Sustainable Development Goals (SDGs) adopted at a UN summit and the Paris Agreement have
further increased the roles and responsibilities that companies must assume to create a world of sustainable
growth. The Shinko Group has operated its business with the intention of pursuing harmony between corporate
activities and ESG objectives such as the reduction of environmental impacts. We see the attitude and activities of
the Shinko Group as dovetailing with initiatives aimed at realizing the world imagined by the SDGs and the Paris
Agreement, and we are determined to keep enhancing and deepening our activities in that regard.

In particular, the Shinko Group has made environmental protection a top management priority as a corporate
social responsibility and has sought to contribute to the protection and improvement of the global environment
through manufacturing. Further, in our Environmental Action Program (Stage 9) launched in 2019, we
incorporated the perspective of the SDGs when establishing medium- to long-term environmental goals and
recommitted the Group to the reinforcement of these activities.

Going forward, the entire Group will continue making efforts to reduce environmental impacts, thereby
contributing to the global environment.

It is in the Shinko Group’s DNA handed down from the time of its founding to contribute to local communities
and the international community through its business activities. The “Shinko Way” sets out such a corporate
philosophy, policies, and values to uphold. Through practice of the Shinko Way, we are dedicated to various ESG
activities to ensure we remain a company that is trusted by society, while continually boosting our corporate
value and contributing to the sound development of society.

| hope that this report helps you to understand the Shinko Group’s initiatives introduced herein, and we look
forward to your further support and encouragement.

. Fuj;'f'a..

Masami Fujita
President and Representative Director
SHINKO ELECTRIC INDUSTRIES CO., LTD.
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Initiatives for SDGs

Sustainable Development Goals (SDGs)

At the World Summit on Sustainable Development held at the SUSTANABLEGOALS
United Nations Headquarters in September 2015, the members 17 GOALS TO TRANSFORM OUR WORLD
of the United Nations adopted The 2030 Agenda for Sustainable = EE#S

Development. Included in the agenda are Sustainable it
Development Goals (SDGs) that cover the period 2016 to 2030.
The SDGs consist of 17 goals and 169 targets to achieve a
sustainable world. As a global issue shared by developing and
developed countries alike, the SDGs aim to not leave anyone in % T O
the world behind. @ », . PenLE
Under the SDGs, the private sector is expected to play an
important role in addition to the activities carried out by national and local governments, international
organizations, community-based organizations, and educational institutions.

Promoting SDGs Activities in the Shinko Group

In 1946, with the main aim of ensuring the local employment during the chaos of the postwar period, we launched
business starting with the refurbishment/recycling of unusable lightbulbs. From that time until now, the Shinko
Group has consistently carried out business operations that always take into account coexistence with local
communities, consideration for the global environment, and respect for humanity.

Shinko was founded with the purpose of contributing to society and making effective use of resources. Our
management philosophy and approach, from our beginnings up to today, have shared the same direction as the
goals of the SDGs, including tackling climate change, securing sustainable forms of production and consumption,
and promoting decent work.

The Shinko Group will continue to promote efforts to achieve the SDGs in order to deepen awareness of the
role that the Group should play through communication with stakeholders and contribute to the realization of a
sustainable society.

The Shinko Group’s main initiatives for the SDGs are as follows.

SDGs the Shinko Group Initiatives ‘

L #Promote the active participation of women
@' Achieve gender equality (support career development, working environment
improvements)

DECENT WORK AND
EGONONIG GROWTH

i

‘I RESPONSIBLE
CONSUMPTION

ATPXOUCTOH Ensure sustainable consumption
m and production patterns

®Human rights initiatives
#Respect for diversity, promoting work-life balance
#Create safe and comfortable workplaces

Promote sustainable economic
growth, decent work

®Reduce raw material and water usage
#®Reduce waste
#Control chemical substances

13 o ®Reduce CO; emissions

Take urgent action to combat .
) . ®Reduce resource and energy consumption

climate change and its impacts
#Promote green procurement

®Participate in adopt-a-forest programs
& Contribute to activities for tree planting through the
donation of used pre-paid cards, etc.

Protect terrestrial ecosystem and
halt biodiversity loss
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CSR Activity Management

We set a target every year in accordance with the Corporate Values of the Shinko Way and develop our activities.
Targets are set by promotion departments in light of factors including identified material issues.

Our Targets and Results for FY2018

Shinko Way

Corporate
Values

FY2018 target

FY2018 results

® Reduce CO2 emissions .
. ® Reduce CO2 emissions
Hold to an increase of 16.4% over the .
Held to an increase of 12.6%
base year
©® Reduce waste ® Reduce waste
Hold to an increase of 48.9% over the .
’ Held to an increase of 29.6%
base year
) CLEAN WATER
Promoting ® Reduce resource and water usage ® Reduce resource and water usage LR
activities to lower Implement measures to reduce water use Implemented measures to reduce water
our environmental by 1.3% of amount used in base year use by 1.33%
impact @ Promote green procurement @ Promote green procurement
+Make requests and provide support to +Requests made and support provided to o
100% of 1st tier suppliers that have 2nd 100% of 1st tier suppliers that have 2nd
I tier suppliers tier suppliers "'
E +Perform surveys on 100% of applicable «Surveys performed on 100% of
5 suppliers applicable suppliers
§ +Survey response rate: 90% +Survey response rate: 100% 12
c
w - . ® Implemented HP activities durin
o Promoting ® Promote hazard prediction (HP) activities p 9
c . . maintenance work (all plants)
g reductions in o imol qi o based
Z environmental and oRed . o <ot sk mp erlnente u:}spe(?tlonsf fse on . -
3 safety risk educe environmental and safety ris annual comprehensive safety inspection 3 2n
n plans
® Conduct environmental volunteering .
. ® Conducted tree planting, etc. at an
s cosponsored by labor union and .
Initiatives to adopt-a-forest program in lizuna Town
management through the
protect the local . (June and October)
. adopt-a-forest program in lizuna Town
environment - - P .
® Conduct environmental beautification ® Conducted beautification activities at all
activities at all plants plants (June, September, and October)
® Engage with members of local .
- L ® Gave support to various local events,
. communities through participation in - . .
Coexistence and - participated in summer festivals, and
dial ith local local events and contribute to held dialogues with local governments
lalogue .V\.” oca community revitalization 9 9
communities - — - -
® Engage with local communities through | @ Provided plant tours for neighborhood
plant tours residents and students
Enhancing ® Promote initiatives that encourage ® Adherence to the principles of the
£ corporate value adherence to the principles of the Corporate Governance Code: Expanded
% & through stronger Corporate Governance Code; respond to initiatives, examined and disclosed
5] g g governance code revisions responses to code revisions
'g % g L ® Examine and implement measures to @ Participated in IR forums; visited
& 2 > | Enriching . - ) L .
- © £ . . facilitate constructive dialogues with institutional investors to conduct
&£ = — | dialogues with . .
o © shareholders and investors one-on-one meetings
55 shareholders and — X , - - .
investors ® Improve dissemination of information to | ® Enriched information on our IR website;
shareholders and investors complied with disclosure rules, etc.
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Shinko Way
Corporate

Values

FY2018 target

FY2018 results

Profit and Growth
Shareholders and Investors

Risk management

® Understand important risks, and
consider and review countermeasures,
beforehand

® Conducted potential risk survey and
management review

® Establish emergency response systems,
and ensure safety through continuous
education and training for employees

® Conducted firefighting drill, emergency
drill, and simultaneous self-defense
firefighting and evacuation drill across
the Company and other training

@ Bolster countermeasures for safety of
buildings and equipment

® Reinforced buildings’ earthquake
resistance, and prevented production
equipment from falling over

® Raise employees’ risk awareness, firmly
establish business continuity
management (BCM)

® Conducted company-wide BCM
education and rank-specific education

Global Perspective

Provide
opportunities and
active support for
skills development

® Expand training programs for
developing globally aware human
resources

® Expanded in-house foreign language
classes, sent employees to optional
external training programs, and
increased in-house TOEIC exams

Strengthen
overseas
compliance system

® Reinforce compliance in line with the
Global Compliance Program (GCP)

® Conducted group trainings for relevant
staff and provided compliance related
e-Learning at each site

® Understand compliance risks and
implement countermeasures to reduce
risks

@ |dentified risk through hearings at sites,
and implemented countermeasures and
follow-up activities

QUALITY
EDUCATION

16 PEACE, IUSTICE
AND STRONG
INSTITUTIONS

Y,

Employees

Creating a vibrant
corporate culture
that takes into
account work-life
balance

® Strengthen initiatives on Transforming
Work Styles

® Promoted activities by reducing long
working hours, encouraging the taking
days off, and relaxing requirements for
various programs

® Supporting career development and
improvement of working environments
to encourage the active participation of
women

® Enhanced the content of rank-specific
training, raised awareness through
manager training, and conducted
seminars to support career development

Providing
opportunities and
active support for
skills development

® Enhance training to develop human
resources that will lead in the future

® Sent more employees to optional
external training programs, and
expanded rank-specific training that
including the use of outside instructors

Promoting health,
safety, and fire and
disaster prevention
activities, achieving
a safe,
comfortable, and
accident-free
workplace

® Promote health, safety, and fire and
disaster prevention activities that adhere
to relevant health, safety, and fire and
disaster prevention laws, regulations,
and requirements

® Promoted activities based on
management manuals, conducted
awareness-building and training on the
handling of chemicals, and conducted
employee education and inspections
related to dangerous or hazardous work

® Raise every employee’s safety
awareness, and promote and reinforce
the 5S* program

® Conducted safety education programs
throughout the Company (on site
inspections and e-Learning) as well as
periodic patrols and inspections, traffic
safety awareness raising campaigns,
education, and guidance, etc.

® Promote continuing risk reduction
activities by identifying and evaluating
dangers and causes of harm

® Carried out risk assessments (safety
week, chemical substances, before major
holidays), identified and mitigated risks,
and took measures to prevent similar
accidents

® Reduce employee fatigue and stress, and
promote prevention of lifestyle diseases

® Provided specific health guidance and
feedback on stress checks, conducted
workplace improvement skill
development training, and reduced long
amounts of overtime, etc.

QUALITY
EDUCATION

M

GENDER
EQUALITY

DECEKT WORK AND
ECONDMIC GROWTH

o

* 5S program: Sort, Set in order, Shine, Standardize, Sustain
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Shinko Way

Corporate

FY2018 target

FY2018 results

Values

Customers

Thoroughly
grounding our
activities in the
customer’s point of
view and
strengthening
relationships of
trust with
customers

® Increase compliance awareness through
education and training for relevant
departments on the security trade
control system

® Conducted training for relevant
departments and rank-specific training
on the security trade control system

Business Partners

Promoting CSR
throughout the
supply chain

® Make sure suppliers are aware of the
procurement policy

® Made sure all suppliers in and outside
Japan were aware

® Give CSR questionnaires to main suppliers

® Gave CSR questionnaires and feedback
to main suppliers (implementation rate:
100%)

@ Confirm CSR compliance of subcontractors
working on company premises

® Checked the situation on premises using
the CSR questionnaire (twice yearly,
implementation rate: 100%)

® Develop mechanism to ensure new
suppliers are aware of the procurement
policy and evaluate their compliance

® Not addressed, so carried over to
activities for the next fiscal year

Promoting conflict
minerals surveys
and due diligence

® Promote upstream surveys of raw
materials using the RMI™ template and
conduct due diligence

® Implemented a questionnaire survey
using the RMI template, conducted
interviews and risk assessment based on
the survey results, and made
procurement improvement requests
(100% procurement from CFS™)

Promoting BCP*3
surveys of
purchased products
and formulating a
BCP

® Reduce risk through BCP questionnaire
surveys and formulation of BCP

® Conducted BCP questionnaire surveys,
interviews based on survey results and risk
assessments, made improvement requests

DECEKT WORK AKD
ECONDMIC GROWTH

*1 RMI: Responsible Minerals Initiative
*2 CFS: Conflict-Free Smelter
*3 BCP: Business Continuity Plan

Environmental and Social Report 2019
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Our Targets for FY2019

Shinko Way

Corporate

Values

Society and Environment

Promoting activities to
lower our
environmental impact

FY2019 target

® Reductions in CO, emissions
Hold below 154,924 t-CO,

® Reductions in generation of waste
Hold below 4,676 tons

® Reductions in usage of water resources
Implement measures to reduce water usage by 0.5% of amount used
in base year

® Green procurement (reductions in CO, emissions and maintenance
of water resources)
-Perform environmental surveys on 100% of applicable suppliers
-Survey response rate: over 90%
-Make requests and provide support to 100% of 1st tier suppliers that
have 2nd tier suppliers

Promoting reductions
in environmental and
safety risk

® Promote hazard prediction (HP) activities

® Reduce environmental and safety risk

Initiatives to protect
the local environment

® Conduct environmental volunteering cosponsored by labor union
and management through an adopt-a-forest program in lizuna Town

® Conduct environmental beautification activities at all plants

Coexistence and
dialogue with local
communities

® Engage with members of local communities through participation in
local events and contribute to community revitalization

® Engage with local communities through plant tours

12

13

CLEAK WATER
AND SANITATION

u

DECENT WORK AND
ECONOMIC GROWTH

o

RESPONSIBLE
CONSUMPTION
AND PRODLCTION

CLIMATE
ACTION

LIFE
BELOW WATLR

Profit and Growth
Shareholders and Investors

Strengthen corporate
governance

® Promote initiatives that encourage adherence to the principles of the
Corporate Governance Code; disclose information

Enriching dialogues
with shareholders and
investors

® Promote constructive dialogues with shareholders and investors and
enhance dissemination information.

Strengthen
compliance

® Strengthen protection of personal information

® Implement countermeasures to reduce compliance risks

Risk management

® Conduct risk management

® Reinforce disaster prevention systems across the whole company

® Business continuity initiatives

® Strengthen information management

16

PEACE, JUSTICE
AND STRONG
INSTITUTIONS

11

Environmental and Social Report 2019




Shinko Way
Corporate
Values

FY2019 target

Global Perspective

Providing
opportunities and
active support for skills
development

® Expand training programs for developing globally aware human
resources

Strengthening
overseas compliance
system

® Reinforce compliance and understanding of compliance risks in line
with the Global Compliance Program (GCP) and implement
countermeasures

QUALITY
EDUCATION

16 PEACE, JUSTICE
AND STRONG

INSTITUTIONS
e

Employees

Creating a vibrant
corporate culture that
takes into account
work-life balance

@ Strengthen initiatives on Transforming Work Styles

® Support career development and improvement of working
environments to encourage the active participation of women

Providing
opportunities and
active support for skills
development

® Enhance training to develop human resources that will lead in the
future

Promoting health,
safety, and fire and
disaster prevention
activities, achieving a
safe, comfortable, and
accident-free
workplace

® Conduct health, safety, and fire and disaster prevention activities in
accordance with the laws and regulations

® Raise employees’ safety awareness, and promote and reinforce the
55! program

@ Conduct continual risk reduction activities

® Reduce employee fatigue and stress and promote prevention of
lifestyle diseases

QUALITY
EDUCATION

|

GENDER
EQUALITY

¢

DECERT WORK AND
ECONOMIC GROWTH

o

Customers

Thoroughly grounding
our activities in the
customer’s point of
view and
strengthening
relationships of trust
with customers

® Increase compliance awareness through education and training for
relevant departments on the security trade control system

Business Partners

Promoting CSR
throughout the supply
chain

® Make sure suppliers are aware of the procurement policy

® Give CSR questionnaires to main suppliers

® Confirm CSR compliance of subcontractors working on company
premises

® Develop mechanism to ensure new suppliers are aware of the
procurement policy and evaluate their compliance

Promoting conflict
minerals surveys and
due diligence

® Promote upstream surveys of raw materials using the RMI"2 template

and conduct due diligence

Promoting BCP™®
surveys of purchased
products and
formulating BCP

® Reduce risk through BCP questionnaire surveys and formulation of
BCP

DECERT WORK AND
ECONOMIC GROWTH

o

13 oo

O

*1 5S program:

Sort, Set in order, Shine, Standardize, Sustain
*2 RMI: Responsible Minerals Initiative
*3 BCP: Business Continuity Plan
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Initiatives for Environmental Issues

Consideration of the Environment

To contribute to the creation of a sustainable environment for future generations, the Shinko Group has made
environmental protection a top management priority. We conduct our business activities in a well-planned and
sustainable manner.

Environmental Policy

We have defined our responsibilities toward the global environment in an Environmental Policy, so that we can
contribute to a healthy environment and rich society that will be handed down to future generations.

Environmental Policy

Based on the philosophy of the Shinko Way, we contribute to the protection and
improvement of the global environment by pursuing harmony between the global
environment and corporate activities, through manufacturing.

Guiding Principles

Accept that environmental challenges are fundamental to business continuity, and
reduce our environmental impact.

Seek to reduce risk to human health and the environment.

Make every effort to perform our social responsibility by observing environmental
regulations and standards in Japan and abroad.

Strive for continuous improvement of our environmental management
system in order to enhance environmental performance.

Encourage our employees to contribute to global environmental conservation
by tackling climate change, preserving biodiversity and using resources
effectively.

We set environmental objectives to achieve this environmental policy, and this policy
and the objectives are reviewed at least once a year.

President and Representative Director
SHINKO ELECTRIC INDUSTRIES CO., LTD.
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Environmental Management

The Shinko Group in Japan has developed an
environmental management system and employs the
PDCA cycle in an effort to make continual
improvements and enhance its environmental
performance to practice eco-friendly business
operations under its Environmental Policy. The
Shinko Group in Japan has acquired ISO 14001
integrated certification as a member of the Fujitsu
Group, and overseas manufacturing subsidiaries are
certified by each company.

Below is a report on the activities of the Shinko
Group in Japan.

| Promotion System
We have established an environmental committee
chaired by the President to promote
environmental management. As the highest
decision-making body related to environmental
measures, the committee drafts, deliberates, and
decides matters concerning environmental
management.

We have also established an environmental
measures execution committee as a subordinate
organization to the environmental committee that
deliberates matters such as the progress of activities
to achieve environmental goals. Based on this
promotion system, we maintain and improve our
environmental management system and work to
integrate activities to reduce environmental impacts
into our business operations.

Fujitsu Limited

¢ Shinko Group in Japan

Environmental Committee
[Chairman: President]

Environmental Measures Execution Committee
[Chairman: General Manager of the Environmental
Management Division]

|

: | 1
{| Green Factory

. re Each Plant
Activities
I

J—— | I |

Each Working . Each Each Sales

: Group Manufacturing || Supervisory | Offices and
Division Division Domestic | :

Subsidiaries

I Identifying Environmental Challenges
To pursue even better, eco-friendly business
operations, we clarify challenges and stakeholder
requests related to the environment and perform an
annual assessment of risks (deleterious impacts) and

opportunities (beneficial impacts).

We view the results as environmental challenges,
reflecting them in our environmental management
system plans, and take actions to resolve them.

Environmental Audits

Every year we conduct our own internal
environmental audit, in addition to one conducted
by the Fujitsu Group, to check the effectiveness of
our environmental management system and legal
compliance.

The audits are conducted by internal
environmental auditors, including environmental
management system examiners (personnel qualified
to examine I1SO 14001 conformance). We continually
improve our management system through the
internal audits.

Response to Environmental Laws and
Regulations
We strive to comply with national environmental
laws and regulations as well as prefectural and city
regulations, pollution prevention agreements,
industry guidelines, and environmental requests
from customers

There were no legal violations or accidents having
serious impacts on the environment in FY2018.

Environmental Education

To encourage each and every employee to always act
with the environment in mind and to continue to act
as not only corporate activities but a good member
living in society, the Shinko Group in Japan provides
periodic environmental education to all employees.
In FY2018, we incorporated content on the SDGs into
educational materials in an effort to raise employee
awareness leading to sustainable development.

We also provide environmental education
adjusted for each type of work and hierarchy. As one
example, training for newly appointed managers
consists of education focusing on issues including
the significance of management that keeps
environmental conservation in mind, impressing
such points as the fact that activities to reduce
environmental impact lead directly to cost reduction.

Raising of Environmental Awareness

Every month, employees are sent information such
as familiar themes matched to the season and
environmental challenges relevant to Shinko. In
energy saving activity, we publish news about on-site
review meetings and examples of initiatives in an
Energy Saving bulletin (Japanese language only) to
share information within the Company.

In addition, to avoid disseminating only general
information on the environment department’s
website, we have created a page where employees
can submit requests and opinions.
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The Environmental Action Program (Stage 9)

The Environmental Action Program (Stage 9) sets out environmental goals for FY2019 to FY2020. The Shinko
Group in Japan established specific targets to achieve in a range of fields during two years. Through our activities
to reduce environmental impact thus far, we have carried out initiatives that contribute to achieving the SDGs with
the aim of creating a sustainable society. In addition, to engage in activities with an even greater focus on the
SDGs, we have established Contributing to the achievement of the SDGs as the objective of our Environmental
Action Program (Stage 9).

Environmental Action Program (Stage 9) target

FY2019 target

Reducing CO2 emissions from energy consumption

+Hold CO2 emissions from energy consumption of our
facilities to within 162,176 t-CO2 by the end of FY2020

Hold CO2 emissions from energy consumption in FY2019
to within 154,924 t-CO

Resource circulating

Reducing waste

+Hold generation of waste to within 4,715 tons by the
end of FY2020

Hold generation of waste in FY2019 to within 4,676 tons

Reducing water usage

-Reduce water usage to 1% of that used in FY2017 by the
end of FY2020

Implement measures to reduce water usage to 0.5% of that
used in FY2017 by the end of FY2019

Controlling chemical substances emission

-Hold emissions of chemical substances below the
average for FY2012-2014

Continue efforts

Supply chain

Promoting green procurement

+Promote upstream initiatives in the supply chain to

reduce CO2 emissions and contribute to the

maintenance of water resources

1. Perform surveys of 100% of applicable suppliers

2. Survey response rate: more than 90%

3. Submit requests and support for CO2 reduction
activities to 100% of 1st tier suppliers that have 2nd
tier suppliers

Promote upstream initiatives in the supply chain to reduce

CO:2 emissions and contribute to the maintenance of water

resources

1. Perform surveys of 100% of applicable suppliers

2. Survey response rate: more than 90%

3. Submit requests and support for CO2 reduction
activities to 100% of 1st tier suppliers that have 2nd tier
suppliers

SDGs

Contributing to the achievement of the SDGs

- Contribute to the achievement of the SDGs through
business activities

Contribute to the achievement of the SDGs through
business activities

Matters subject to goals management under the Environmental Action Program define the scope of EMS

initiatives.
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Global Warming Countermeasures

I Results of Activities
In FY2018, CO, emissions as a result of energy usage
came to 150,072 tons, flat in recent years. In the
future, we anticipate an increase in energy usage due
to production system enhancements for next-
generation flip-chip type packages and equipment
investments for next-generation plastic BGA
substrates, among other efforts. Based on this
situation, we are focusing on energy reduction
activities for existing and new equipment.

CO; Emissions

(kt-COy) (t-CO./Billions of yen)
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200 | ./f—*/./.

1 1,000
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100

1 500
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0 : : : : 0
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’ CO; emissions —@— Per unit of sales ‘

I Resource and Energy-Reduction Projects
In order to curb the amount of energy usage that
increases year by year, we launched the Resources
and Energy-Reduction Projects in FY2013.We are
continuing activities aimed at the challenging goal of
cutting energy usage to 61,000 tons of CO3, which is
equivalent to half the amount in FY2012, by FY2020.
In the six years since we began activities, we
succeeded in reducing CO; by the equivalent of
34,400 tons as the result of a number of initiatives.
To strengthen our activities, we implemented on-
site energy-saving review meetings and patrols of
manufacturing areas that involve all relevant
employees, including the President and officers. We
aim to further reduce resources and energy and
manufacture better quality products.

<Examples of activities in FY2018>
Implemented on-site energy-saving review meetings
and patrols of manufacturing areas that involve all
relevant employees, including the president and
officers
Upgraded utility equipment to highly energy-
efficient equipment
Tighter focus on energy-saving design for new
manufacturing equipment
Reduced air-conditioning load through measures
to prevent radiation and insulate heat from heat-

radiating equipment (dryers, etc.)
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On-site energy-saving review

Here we present a specific activity that is currently
under way.

<Upgrading of refrigerating equipment>
Cooling water used on production lines is made
using refrigerating equipment. Due to aging of the
refrigerating equipment installed at the Takaoka
Plant, demand from production lines for cooling
water had increased, for that reason the supply
situation was tight. By upgrading the refrigerating
equipment and revising the plant’s supply system,
we increased efficiency and stabilized the supply
situation to each production line.

Effect
« Electricity cost: Reduction of 23 million
yen/year
CO; emission: Reduction of 720 t-CO./year

<Other major measures>

« Efficiency improvement by reconsidering our
manufacturing specifications
Converting manufacturing equipment to use
standby modes (operating only when actually
processing products)
Conversion to LED lighting in plants

Resource and Energy-Reduction Projects Structure

President

Environmental Management
Division

Secretariat: Environmental
——— Engineering Department

Technical charge: Facilities

Engineering Department

Plant Office: Each Plant’s Facilities Management Department
|

Manufacturing L Equipment
Division Engineering Division
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Raw Material Reduction Initiatives

Products of the Shinko Group are created with the
use of energy and raw materials, and they are
shipped in packaging. The energy and materials used
up to this point in defective items and debris
generated during processing are wasted. We aim to
improve yields to reduce this waste as much as
possible. In addition, we are working on recycling
resources that have been used once, to reduce the
input of new resources.
<Examples of reductions in raw materials>
Improving yields through reductions in debris and
lower defect rates
Using process waste liquids as neutralizing agents
for effluent, thus cutting the use of neutralizing
chemicals
Discontinuing use of a cleaning solvent by
changing the chemicals applied to components
Extending the life of jigs and tools and changing
their time for replacement
Recycling indirect materials to reduce the use of
new materials

Reducing Water Usage

| Results of Activities

We carried out activities with the target of reducing
its water usage by 118,000 m?, an amount equivalent
to 5% used in FY2014, during 3 years from FY2016 to
FY2018.

In FY2018, we reduced our water usage by 1.33%
(31,300 m?, against the target of 1.3%, 29,900m?).

In three years, we reduced our water usage by
5.06% (119,000m?) and achieved our goal. (The
Wakaho, Takaoka, and Arai plants were the target.)

I Measures to Reduce Water Usage
In FY2018, we strengthened the recycling of water
used in the manufacturing process and the review of
water supply for pure water for rinsing products. We
also shut down equipment with a low utilization rate
by concentrating products onto equipment with a
high utilization rate, thereby further reducing water
usage.

Here we present a specific activity that is
currently under way.
<Reducing water usage in circuit forming
processes>
Wastewater from rinsing tanks in product washing
process is usually sent to wastewater treatment. The
Wakaho Plant investigated the degree of
contamination of the wastewater in each rinsing
tank, in order to consider water usage reduction in
the washing process. The results showed that the
wastewater from rinsing tanks for the circuit forming
preprocessing process was recyclable with its low
level of contamination. Accordingly, the plant

connected piping to recover the wastewater and
feed it to pure water production equipment for
recycling. This reduced water usage by an additional
2,893 m®/year.

Washing process

Direction of product flow

Cleaning
solution

» Modify torecycle

Improvement
(Reducing water usage)

Waste countermeasures

I Results of Activities
Gross output in FY2018 (amount of waste + valuable
material) was 21,290 tons, of which valuable material
was 82%. Gross output and valuable material were
both nearly flat, but we anticipate increased waste in
the future due to changes in chemicals used and
expand production with the shift to next-generation
products. Waste plastics are still the main items that
end up as waste because they cannot be sold as
valuables due to market changes. While this is a
difficult situation, we will continue making efforts to
reduce the output of waste.

«t) Amounts of Waste and Valuables

25 100%
83% 85% 83% 83% 82%
20 — — 80%
15 — — — — — 60%
10 — — — — — 40%
5 - — — — — — 20%
O 1 1 1 1 O%
14 '15 '16 17 18 (FY)
Waste Valuables Percentage of valuables

<Examples of waste reduction>

1. Reduction of debris and waste through process
improvement

2. Elimination of a cleaning solvent through
chemical changes

3. Extending the period of use of cleaning liquid,

plating solutions, and recycling waste liquids.

Extending the period of use of filters.

In-house processing

S
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l Effective Utilization of Waste
We achieved zero emissions, eliminating landfill and
simple incineration (disposal that does not make
effective use of waste heat during incineration or
residues left after incineration) of waste in FY2003
and have maintained that status to help create a
recycling-oriented society. With this, our rate of
effective utilization of waste has remained steady at
nearly 100% in recent years.
* The effective utilization rate will not reach 100% since
waste for which there is no effective utilization method

Initiatives for Environmental Issues

Environmental Risk Measures

I Preparing for a Large-Scale Blackout

As part of our business continuity planning, in
FY2018 we installed an emergency power generator
in the Arai Plant in case of a large-scale blackout due
to an accident or disaster. This will ensure power to
the lights, fire alarm system, and servers during a
blackout. The power can also be used for lighting and
toilets in an evacuation shelter for persons having
trouble getting home.

and waste brought to local government-operated
disposal sites that do not practice effective utilization
(general waste from business activities) is not subject to
zero emissions calculations.

Rate of Effective Utilization of Waste
%)

%5 —o - — o ® o—— 100%
99.9% 99.9% 99.9%

99.7% 99.6%
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15 60%

10 40%

Emergency power generator

20%

I Earthquake Countermeasures

In FY2018, our main activities focused on measures in

the Kohoku Plant’s employee cafeteria, which can

serve as a secondary evacuation center during
disasters. We
completed seismic
strengthening work
on the building and
ceiling.

0%
'14 '15 '16 "7 '18 (FY)

Other waste

mmmm Amount effectively utilized
—o— Effective utilization rate

I Proper Disposal of Waste
We consign waste to industrial waste disposal
operators for proper disposal in accordance with the
Waste Management and Public Cleansing Act and
verify proper disposal through annual on-site
inspections of disposal operators.

We also properly dispose of equipment containing

PCBs possessed by the Shinko Group in Japan in
accordance with the Act on Special Measures concerning
Promotion of Proper Treatment of PCB Wastes.

Aseismic frame in
the ceiling

Cafeteria (Kohoku Plant)
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I Safety Measures for Chemical Solution and l Plant Safety Management
Waste Liquid Equipment Each plant’s facilities management department
We conduct periodic inspections to avoid leaks of conducts monthly comprehensive safety inspections
chemical solutions and waste liquids due to aging of each facility to achieve compliance, environmental
equipment. We also upgrade old piping, tanks, and protection, and the prevention of accidents. We also
other equipment to ensure work safety. In FY2018, regularly conduct safety patrols of construction sites.
we upgraded waste liquid tank equipment at the We also conduct emergency response training
Kohoku Plant. and protective equipment training in an effort to
reduce environmental risks and ensure safety
management.

Waste liquid tank

Emergency response training

I Shinko wins the Environmental Excellence Prize in the Fujitsu Group
Environmental Contribution Awards
The Fujitsu Group Environmental Contribution Awards are presented
each year to encourage employees to take initiatives related to the
environment within the Fujitsu Group.
The presentation ceremony for FY2018 activities was held in June 2019.
Our “Reduction of facility costs associated with the wet process,” an initiative
carried out, won the Environmental Excellence Prize from a pool of 64 entries. /*

Environmental Excellence Prize
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Initiatives at Overseas Plants

At the Shinko Group’s overseas plants, we have also rolled out a range of activities suitable for the conditions in
each country and region.

I KOREA SHINKO MICROELECTRONICS CO., LTD. (KSM)

Energy reduction Hold CO; emissions from energy 70.7 t-CO2/billion won
consumption below 60.7 t-CO2/billion won (achievement rate: 83.5%)
per year (emissions per unit of sales)
(Working to achieve this target based on the 10% reduction goal in the
second five-year energy reduction plan)
Water usage reduction Reduce water usage by 2% compared to 219.5 t/million pieces
FY2017 and hold it below 127.4 t/million (achievement rate: 27.7%)
pieces per month (amount per unit of
production)

Waste reduction/ Reduce generation of waste by 2% 1.54 t/billion won
recycling compared to FY2017 and hold it below (achievement rate: 124.1%)
2.03 t/billion won per year (amount per unit
of sales)

| SHINKO ELECTRONICS (MALAYSIA) SDN. BHD. (SEM)

Energy reduction Reduce electricity usage for air conditioning 4,352 MWh/year
by 2% compared to FY2017 and hold below (achievement rate: 98.4%)
4,284 MWh/year.
Reduce electricity usage for air compressors 3,761 MWh/year
by 2% compared to FY2017 and hold below | (achievement rate: 109.6%)
4,159 MWh/year.

Reduce diesel fuel consumption by 2% 888,000 I/year
compared to FY2017 and hold below (achievement rate: 102.6%)
912,000 I/year.

Water usage reduction Hold water usage below 33.6  /million 245  /million pieces
pieces per month (amount per unit of (achievement rate: 127.1%)
production)

Waste reduction/ Increase recycling rate for packaging 42.6%

recycling materials to 38.8% or higher per month (achievement rate: 109.8%)

I SHINKO ELECTRIC INDUSTRIES (WUXI) CO., LTD. (SEW)
As SEW is a small company with few employees, it cannot carry out large-scale activities, but it is committed to
reducing and recycling waste. SEW trains employees on topics such as environmentally controlled substances
and environmental laws as well as conducts emergency response trainings in order to consistently conduct
operations that do not impact the environment.
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Respecting Human Rights and Diversity

Employees are the Shinko Group’s most valuable asset. We respect the human rights and the diversity of
employees and aim to create a workplace where everyone can work with an energetic spirit. This workplace is
characterized by statements such as the following: “Employees with different personalities and values all should
respect each other’s diversity and draw on their individuality to maximize their abilities,” and “All employees
should continue to spark innovation and create new knowledge and technology through uninhibited discussion
from diverse points of view.” We aim to create workplaces that accept differences, including gender, age,
disabilities, nationality, and values, where every employee can work together energetically. We will also promote
business through management plans based on a people-friendly approach and are committed to being an
organization wherein all employees are strongly motivated, have ample opportunities for advancement and work

with pride and confidence.

Efforts Promoting Respect for
Human Rights

The first item in the Code of Conduct within the
Shinko Way, which expresses the values common
across the Shinko Group, is “We respect human
rights.” This is an explicit statement of our corporate
stance of acting on the basis of a spirit of respect for
human rights in all business operations. We strive to
ensure that all Group employees show this spirit in
their actions.

We uniformly use Global Business Standards
(GBS) as guidelines for the Code of Conduct in terms
of employee actions, and we share the concept of
respect for human rights throughout the Shinko
Group worldwide.

The Shinko Group has established the SHINKO
Guiding Principles of Respect for Human Rights in
Employment. We continue to work for equal
employment opportunities, respect for human rights,
elimination of discrimination, and the prohibition of
forced labor and child labor.

| Promoting Human Rights Education

Shinko promotes awareness of human rights
throughout the year by providing rank-specific
training on human rights, workplace management
training to all managers, e-Learning and training in
the workplace to all employees, and through active
participation in human rights workshops held
outside the Company. e-Learning implemented
among all employees in FY2018 deepened
understanding of various human rights issues
including workplace harassment, the human rights
of persons with disabilities and of foreigners, and
Buraku discrimination. In an effort to foster an
organizational culture free of harassment, e-Learning
given to all managers also illuminated the trends of
actual harassment examples and the roles of
managers in handling and reporting harassment
problems. During Human Rights Week in December
each year, we post thought-provoking articles to our
intranet, put up human rights posters in each plant,
and conduct other activities to raise awareness of
respect for human rights by creating environments
where all employees can consider and discuss
human rights.

/ SHINKO Guiding Principles of Respect for Human Rights in Employment \

With a view to realizing our growth and profits, respect for human rights must be an integral part of our business

culture. SHINKO is committed to creating a culture in which employees respect the dignity and worth of individuals.
To this end, SHINKO will strive to foster respect for human rights in all the countries and regions where we operate

our business while providing an environment that encourages employees to understand and realize importance of

human rights.

1. Equal Employment Opportunity and Respect for
Human Rights
SHINKO strives to provide equal employment
opportunities.

SHINKO is committed to treat our employees with
no illegal discrimination based on race, color, religion,
creed, sex, social status, lineage, physical or mental
disability, sexual orientation and any other legally
protected category that is unrelated to the legitimate
interests of SHINKO.

2. Compliance with Employment Laws and
Regulations
SHINKO adheres to the applicable laws and
regulations of the countries and regions in which it
operates in treating our employees.

3. Prohibition of Forced Labor/Child Labor
SHINKO will not use any form of forced or
compulsory labor.

SHINKO will not use child labor.

4. Work Environment
SHINKO strives to achieve and maintain a healthy
and safe work environment that motivates its

employees. /
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| Human Rights Consultation Services

Shinko has established internal and external
Corporate Ethics Helplines for consultation about
human rights. In particular, we have also established
consultation services in each plant for consultation
about issues, such as sexual harassment, to make it
easy for employees to seek consultation.
Additionally, we have established whistle-blowing
helplines at sites outside Japan, and employees at all
sites outside Japan can give reports to and seek
consultation through these systems.

All employees working in the Shinko Group can
use these consultation services, and company rules
clearly stipulate such matters as the protection of
personal information and privacy when seeking
consultation or blowing the whistle and the
prohibition of unfair treatment of employees who
seek consultation.

When employees contact the corporate ethics
helplines for consultation about human rights or to
report an issue, the call or e-mail is taken by a
personnel department manager designated in
advance as a person to handle consultations. If an
investigation and response are deemed necessary,
action will be quickly taken to check the facts with
the relevant parties and to find a solution to the
problem.

Going forward, we will continue to create
systems and provide guidelines to enable smooth
communication in the workplace and encourage the
use of human rights consultation services, in order
to discover and address problems early.

Creating a Dynamic Corporate Culture

Among the Corporate Values stated in the Shinko
Way, the Shinko Group has declared that it will
“create a dynamic corporate culture that promotes a
balance between employees’ personal and
professional lives.” We strive to create workplaces
that are pleasant for all employees.

Balance between Employees’ Personal and
Professional Lives
We have also worked continuously to support a
work-life balance. We received certification due to
our action plan based on Japan’s Act on
Advancement of Measures to Support Raising Next-
Generation Children and
have been given approval to
use the Next-Generation
Approval Mark.

We are promoting
initiatives to achieve flexible
work styles, such as through
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(1) a program for rehiring employees who had
resigned to raise children, care for a family member,
or due to the transfer of a spouse, (2) a program for
working shortened hours until the need to provide
caregiving disappears, (3) a system of leave for
infertility treatment, and (4) increased time off for
parenting and specified diseases as well as
shortened working hours for child care in addition to
(5) continual efforts to encourage everyone to take
annual leave at the same time and to strengthen
restrictions on overtime.

These kinds of initiatives have resulted in women
having a longer average number of service years
than men at Shinko. This average is at a high level
even on a nationwide basis.

Going forward, we will continue to enhance
systems and foster a corporate culture that enables
employees with certain conditions such as childcare
or family care to play an active role, no matter which
life stage they are at.

Providing a Pleasant Workplace Environment:
Transforming Work Styles

Shinko is focusing on transforming work styles in
pursuit of corporate development and growth as
well as healthy, fulfilling lives for each and every
employee. In April 2017, we established a Labor-
Management Council on Transforming Work Styles and
affirmed that labor and management would work
together to transform work styles. The leadership
announced a Joint Labor-Management Declaration on
Transforming Work Styles in July 2017. The Shinko
Group is how working as one to implement and
achieve “work styles that do not take long hours as a
given” and “diverse and flexible work styles.”

We are continuously working to establish work
styles that do not require long working hours by
lowering the upper limit on overtime work, establishing
upper working hours limit per week, lowering the limit
on the maximum number of consecutive working days,
requiring employees to leave the office on time every
Wednesday and on the second and fourth Fridays each
month, ensuring that a fixed period of rest through the
adoption of a work shift interval rule, and grasp of
manager’s working hours among other measures. In
addition, we are also working to promote taking days
off through the establishment of rules to encourage
the taking of annual leave, elimination of the limit on
the frequency of half-day annual leave, establishment
of the annual off acquisition date and other measures.

Going forward, we will continue transforming work
styles in terms of both increasing productivity and
achieving a work-life balance with the aim of creating a
dynamic corporate culture and workplaces that are
pleasant for all.



Respect for Diversity

By combining the talents of employees, each with
their own unique qualities and way of thinking, our
corporate value increases. The Shinko Group respects
the diversity of its employees and strives to foster a
corporate culture wherein all employees can increase
their own value and work with pride and confidence.

Initiatives to Promote Active Participation by
Women

According to our action plan based on the Act to
Advance Women'’s Success in Their Working Life, in
FY2018 we held a work-life balance seminar for male
and female employees who are raising children.
Employees who have children who enter elementary
school in the next fiscal year were newly eligible to
attend and discuss the experiences of male and
female managers with childcare experience, health
management of working parents and children and
other topics. This aimed to raise awareness of the
work/parenting balance and medium- to long-term
career formation. Also, in a seminar on career
formation for younger employees, employees in
their second year at the company learned to be
aware of forming their future careers, with a focus
on the foundation of gender equality. In addition, we
also provided education on the prevention of
harassment in the workplace using e-Learning for
raise the awareness of managers and promote the
active participation of women.

We also implemented diversity seminars in rank-
specific training to promote gender equality within
the Company.

We will continue to use such initiatives to
promote women'’s active participation and achieve
our targets.

Excerpt of the Action Plan Based on the Act
to Advance Women's Success in Their
Working Life
(April 1, 2016-March 31, 2020)

<Target>
Double the number of women in managerial roles by
2020 (compared to 2015)
<Initiatives>
« Hold seminars on career formation for younger
employees
« Hold seminars on career formation for employees
returning to work after taking maternity or
childcare leave
« Raise managers’ awareness with the aim of
promoting the active participation of women

Work-life balance seminar

Initiatives for Social Issues

Acceptance of Personnel of Different
Nationalities

Shinko is increasing the diversity of its workforce to
encourage innovation. We hire international
students and accept personnel working at Shinko
Group sites outside Japan as well as overseas
technical intern trainees.

In the case of foreign technical intern trainees, we
provide in-house Japanese communication training
and provide Japanese staff in the accepting
departments with communication training led by
foreign instructors. In this way, we provide support
so that personnel with different cultures and
languages can actively deepen relationships of trust
beyond nationality.

Going forward, we will continue these efforts
through the recruitment of diverse talent to foster a
corporate culture wherein various personalities and
ways of thinking are accepted and each person can
make the most of his or her abilities.

Training for foreign technical intern trainees

Supporting the Active Participation of Elderly
Workers

In 1992, ahead of relevant legislation, Shinko
introduced a post-retirement rehiring system, to
make use of the knowledge, techniques, and skills
cultivated by employees over many years.

Since April 2006, when the Act on Stabilization of
Employment of Elderly Persons was amended, we
have expanded the original system to provide
opportunities for active participation to retirees who
wish to continue working after reaching the
mandatory retirement age of 60 and who have a
great drive to exercise their abilities. Thus far, a total
of 435 employees have made use of this system.
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Developing and Utilizing Human
Resources

Shinko has adopted personnel systems based on a
fair and open compensation structure for job
responsibilities, with each person’s duties and the
weight of their responsibilities clearly defined,
regardless of academic background, age, years of
service, or gender.

Moreover, we actively promote the development
and utilization of valuable human resources by
improving training programs and various measures,
to maximize the abilities of each and every
employee.

I Personnel Systems Based on Fair Evaluation
and Fair Pay
We believe that true fairness means appropriately
evaluating and rewarding outcomes when an
employee maximizes his or her abilities, embraces
the challenge of pursuing goals, and contributes to
our objectives and performance.

Shinko enforces the personnel system of basing
treatment of employees on job responsibilities and
the outcomes of work, not on personal factors such
as continued service and academic background.

In addition, we encourage the pursuit of more
challenging goals through management-by-
objectives and objectives interview programs. We
regard these as opportunities for the development
of subordinates through communication between
subordinates and their supervisors based on
feedback from supervisors about the content of
evaluations.

In FY2018, we provided evaluator training to
persons in line for promotion to management in an
effort to ensure fair evaluations and the appropriate
administration of the management-by-objectives
and objectives interview programs.

I initiatives to Cultivate Global Human Resources
Shinko supports the learning of foreign languages
by employees, to develop human resources who can
take charge of global business.

In addition to correspondence training courses
for foreign language and in-house business foreign
language conversation classes, we provide English
business skills classes and subsidize the fees for
these educational initiatives.

In FY2018, in light of the needs of employees
engaged in coursework, we began offering a new
Chinese language course, increased the number of
courses for each class, and expanded the number of
sites offering classes to actively enhance the learning
environment for improving foreign language skills.
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With an increase in employees engaged in training,
we expanded opportunities to take the TOIEIC test in
the Company and extended the period of foreign
language training.

We will continue enhancing our programs to
strengthen employees’ global business skills.

Supporting Abilities Development
In order to support the growth of all employees and
to train core and global human resources, Shinko
provides general training and specialized training,
including on-the-job training in the workplace, and
promoting the development of human resources
who will lead the future through active dispatch of
employees to external training and the use of
external lecturers. We will continue to enhance our
educational programs and improve all training
sessions so that employees can improve their
abilities and expertise and realize their own growth.
Furthermore, in FY2018 the average annual study
time per employee was 15.4 hours. (However, this
excludes on-the-job training and education in the
workplace.)

Challenge resolution and leadership skill training

Labor Relations

Since Shinko has adopted a union shop system, all
ordinary employees are members of SHINKO
ELECTRIC WORKERS UNION. The union participation
rate is 90.2%.* Based on labor-management
agreements with the labor union, labor and
management representatives hold the Labor Council
on a periodic basis (or whenever needed) to explain
management policies and business conditions and
hold discussions about various employment
conditions.

We have also established the collective
bargaining rights of the union with negotiating
respect each other’s position, and work with the
union to resolve various issues.



Initiatives for Social Issues

In FY2018, we worked at balancing corporate
development and growth with providing fulfilling,
healthy lives for all employees by regularly sharing
information about initiatives to reduce overtime and
encourage the taking of leave based on a joint
labor-management declaration for Transforming
Work Styles. Going forward, we will continue
initiatives to move push forward with Transforming
Work Styles.

Moreover, in each business location, a Safety and
Health Committee formed from representatives from
labor and management meets once a month to
report on and discuss workplace issues in an effort
to create a safe and pleasant workplace.

We will continue working together to create
pleasant workplaces based on healthy labor-
management relations.

* Union participation rate: The percentage of ordinary employees
out of all regular employees (including managers)
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Initiatives for Social Issues

Health and Safety at Work, and Labor

In line with the Corporate Values of the Shinko Way, the Shinko Group provides environments where employees
can work safely and comfortably, and strives to ensure employee safety. Shinko has put in place a company-wide
safety and health plus fire and disaster prevention promotion system. We have adopted a management system
approach to pursue continual improvements in the level of health, safety, and disaster prevention. As part of this,
all employees participate actively in health, safety, and disaster prevention initiatives.

Creating Safe and Comfortable Working

Environments

Company-Wide Basic Policy on Safety and
Health Plus Fire and Disaster Prevention

/:+= Shinko Electric Industries Co., Ltd.

Ensuring employee safety and health is a top-priority
issue for us, and we put the protection of safety as
well as mental and physical health first in all our
business operations. In accordance with the following
policy, we will make concerted, company-wide efforts
to participate actively in safety and health initiatives as
well as fire and disaster prevention initiatives, to create
accident-free, safe, and comfortable working
environments.

We will promote safety and health initiatives as well
as fire and disaster prevention initiatives in
accordance with laws, regulations, and requirements
related to safety and health as well as fire and
disaster prevention.

To create workplaces with a high sensitivity to
safety, we will raise the safety awareness of each
and every employee and also push and strengthen
our 5S program of workplace optimization (sort,
set in order, shine, standardize, and sustain), which
is the foundation of safety and health.

In addition to identifying and assessing dangers
and causes of harm in the workplace and
continuously striving to strengthen and promote
risk reduction activities, we will seek to take
preventive measures against disaster and to
fundamentally improve safety by actively
promoting the visualization of residual risk.

We will strive to create comfortable working
environments and maintain and promote health, to
relieve employees’ fatigue and stress and prevent
lifestyle-related diseases.

We have established a fire and disaster prevention
system based on “Company-wide Disaster
Prevention Guidelines” and we provide necessary
and sufficient education and training to employees
on an ongoing basis, with the aim of minimizing
casualties in the event of a disaster.

President and Representative Director

& SHINKO ELECTRIC INDUSTRIES CO., LTy
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Safety and Health Plus Fire and Disaster
Prevention Promotion System

We have established a company-wide basic policy
on safety and health plus fire and disaster
prevention to promote these activities.

To promote these systems, each plant sets up a
safety and health committee and a fire and disaster
prevention committee to deliberate and implement
plant-based initiatives related to safety and health
as well as fire and disaster prevention. Plants also
share information with each other about accidents
that have occurred within the Company and
countermeasures taken in an effort to prevent
similar accidents.

We have also established a central committee
on safety and health plus fire and disaster
prevention, chaired by the President, to oversee
each plant’s activities, analyze accidents that have
occurred, establish company-wide measures and
goals related to safety and health plus fire and
disaster prevention, manage the progress of
measures, work through the PDCA cycle to verify
the effects of measures and make improvements,
and raise the level of safety and health.

Safety and Health Plus Fire and Disaster
Prevention Promotion System

Central Committee on Safety and Health
Plus Fire and Disaster Prevention

Internal audit department
Audit Division
| Promotion
: departments
Safety Fire and Disaster Corporate Affairs and
and Health Prevention Human Resources Division
Committee Committee |

Employee Relations
and Benefits Department;
Corporate Affairs Department;
Plants and Center




I Initiatives to Raise Employee Awareness of

Safety and Health
In addition to providing everyday safety guidance
in the manufacturing workplace, Shinko conducts
safety and health training for all employees once a
year as well as periodic emergency drills, based on
a yearly plan. In conjunction with nationwide
activities such as the national Safety Week in July
and Occupational Health Week in October, we
encourage all employees to participate in
initiatives such as the solicitation of safety and
health slogans. Through such initiatives, we are
striving to boost the safety and health awareness
of all employees.

Safety and health education on-site

I Autonomous Safety Initiatives

in the Manufacturing Workplace
We have established Risk Assessment Standards
and conduct risk assessments when starting a new
operation, when changing an operational method,
and for all operations once a year to reveal and
assess potential risks, and carry out efforts to
rectify dangerous points. To systematically reduce
the danger of identified risks, each plant manages
the progress of corrections and reports to the
central committee on safety and health plus fire
and disaster prevention.
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Risk identification sheet used to document risks
in the manufacturing workplace

| Status of Occupational Accidents
Our occupational accident frequency rate remains

Initiatives for Social Issues

at a level below the nationwide average for the
manufacturing industry, and in FY2018, we had no
accidents resulting in death or residual disability
nor any similarly serious accidents.

Frequency Rate of Industrial Accidents* (Shinko)
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Hygiene Management, Health Management,
and Health Promotion Initiatives

Shinko is committed to creating workplaces where
employees can work safely and comfortably.
Accordingly, in addition to regular monitoring of
the work environment (noise, luminance, and
heatstroke indicators), we have industrial doctors
and nurses (public health nurses or registered
nurses) perform the following actions.

m |n addition to statutory general and special
health examinations, we provide health
examinations focused on lifestyle-related
diseases according to age (with a 100%
examination rate) in an effort to detect and treat
diseases early. Industrial doctors and nurses
provide health advice as needed to persons
whose exam results indicate findings, to manage
employee health.

m \We issue a regular Health Room Newsletter
based on analyses of health examination results
and provide information related to health
promotion to foster self-care awareness among
each and every employee.

m We have established a Health Measurement
Corner in rest areas. The Health Measurement
Corner lends out pedometers and tape
measures and offers health measurement
devices such as body composition analyzers,
blood pressure gauges, and Smokerlyzers that
employees are free to use.

Our employee cafeterias also offer low-salt,
low-fat, healthy, balanced meals in an effort to
help employees maintain and increase their
health.
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| Mental Health Care
Industrial doctors and nurses consult with
employees about mental health care at the Health
Room in each plant.

Also, mental health education with the goal of
raising awareness of mental-health issues is
implemented according to rank, such as
managerial, mid-career and new-hire employees.
We work on preventive measures for mental illness
among employees while promoting both self-care
and managerial care to detect and treat issues at
an early stage.

In addition, we conduct annual stress checks
with the aim of preventing (primary prevention)
poor mental health and we provide general
managers of divisions with feedback on group
analysis results. We also promote active efforts to
improve the workplace environment, including
through skills development training for all
managers.

Certified as an Outstanding Health and
Productivity Management Corporation:
White 500

In February 2019, Shinko was recognized as a
White 500 company, which is a group of
companies with outstanding health and
productivity management jointly selected by
Japan’s Ministry of Economy, Trade and Industry
(METI) and Nippon Kenko Kaigi. We place the
highest priority on management issues involving
employee safety and health maintenance and
engaged in a variety of initiatives in support of
these efforts. By verifying and assessing their
results, we will maintain our pursuit of continuous
improvements to increase the efficacy of these
measures and tailor them to individual situations.

-
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Initiatives for Social Issues

Contributing to Local Communities

The Shinko Group takes a leading role in sustaining the well-being of society through our business activities.
We have developed deep roots in communities and engage in social activities in harmony with these local
communities.

The Kurita Sogo Center lies like an urban oasis at
a location close to Nagano Station. The center is
a place that can present the Company’s history
to future generations, but it has also become a
rich natural environment where community
members and employees can relax.

This expansive green space also plays the role
of a temporary evacuation site for the
surrounding area, and is deeply intertwined with
the lives of local people.

28th Nagano City Good Landscape Award Winner (2015)

Coexistence and Dialogue with Local | Paricipating in Local Events
Communities Each August, employees participate in the Nagano

Binzuru Festival held in Nagano City and the Arai
Festival in Myoko City.

In 2018, a total of 173 employees participated as
dancers, interacting with local residents.

In addition, each plant sponsors and cooperates
with local events held throughout the year.

I Social Contributions Deeply Rooted in Local

Communities
The Shinko Group aims to coexist harmoniously with
local communities through its business operations,
in addition to which it has, since its founding,
worked to create and maintain stable employment.

Through these activities, the Shinko Group seeks

to remain a widely trusted company that is needed
by society and that contributes to the local activities
of communities.

I Communication with Community Members
Shinko tries to take the lives of community members
into consideration in our business operations.
Accordingly, we investigate feedback and requests
from the community and strive to promptly take
responsive measures.

In addition, we host plant tours to explain to
community residents our business operations and Dancing at the Nagano Binzuru Festival
our initiatives to reduce our environmental impact.

These were opportunities for important
communication leading to a better understanding of
Shinko.

In the years ahead, we will continue to aim for
coexistence in harmony with local society as a
community-based company.
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Initiatives to Protect the Local Environment | Collecting and Donating Pre-Paid Cards

and Volunteering Shinko collects used pre-paid cards, stamps, and
T — other items, which we donate to funds for tree
planting. From July 2005, when we started this effort,
until the end of FY2018, we collected and donated
items sufficient for about 952 saplings.

l Beautification Efforts around Plants
Each year, Shinko employees pick up trash and cut
grass and dead branches along embankments and
rivers around all of our plants, mainly during June,
which is Environment Month. In FY2018, a total of
276 employees participated in such beautification
efforts.
Also, KOREA SHINKO MICROELECTRONICS CO.,
LTD. (KSM: Korea) conducts annual cleanups along
the roads and a river near its plant. I

s

St
Tepioiht.

Volunteering
In FY2018, employees volunteered in such activities
as Myoko City Clean Partners (community
beautification), Hakuba Village planting activities and
a wheelchair marathon held in Nagano City.
Additionally, Shinko has an accumulated paid
leave program that allows employees to accumulate
and take up to 20 days of paid leave for specific
purposes, including volunteering at public
organizations.

Cleanup activities around plants being
conducted by KSM o & STy

gommnian U
I Participating in an Adopt-a-Forest Program

Taking advantage of the adopt-a-forest program
promoted by Nagano Prefecture, we concluded an
agreement in October 2014 to conduct maintenance
in collaboration with lizuna Town in forests owned
by the town around Lake Reisenji. In FY2018, Shinko
and the labor union co-organized forest s 2 LA )
maintenance work, including the planting of about Acivities at Myoko City Clean Partners
500 saplings and clearing of undergrowth in June
and October.

Tree planting in June
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Contributing to Customers and to Society Through
Technology and Manufacturing

The Shinko Group has focused on developing and manufacturing superior products that meet customers’
expectations, aiming to be No. 1 in monozukuri (the art of manufacturing) in the industry and to offer the best
quality in the world. We always make customers the starting point of our ideas and actions, aiming to be a
trusted business partner of our customers around the world by contributing to their success and growing
together with them.

Supporting Customer and Societal Trust with Quality

The Shinko Group seeks to contribute to the development of society and enrich people's lives through
manufacturing. In pursuit of this goal, we focus on providing products that offer satisfaction to customers and
earn their trust. The Shinko Group regards quality as fundamental to our business operations, and we work
unceasingly each day to maintain and enhance quality.

| Quality Policy
We contribute to our customers’ success by continually providing products and services with high customer
value based on our Quality Policy.

4 Quality Policy A

Our Quality Policy: to contribute to the success of the customer by sincerely offering high
valued products and services that are based on continuously improving our R&D and
manufacturing capability.

To accomplish this, all employees will act on the following guiding principles.

Guiding Principles
1. When using our technology inputs to develop business and value for the customers, always
consider the customers and market place direction.
2. Pursue and share objective fact recognition that lead to activities based on true cause.

3. To improve Quality, Cost, and Delivery as well as added value and productivity, seamlessly
collaborate to break the barriers between organizations to strengthen sales, development,
manufacturing, supply and support.

President and Representative Director
SHINKO ELECTRIC INDUSTRIES CO,, LTD.

- J
Company-wide Quality Assurance Division manufacturing division, strengthening
I Established management, fostering a quality-oriented
Shinko had previously obtained 1SO 9001 mindset, and promoting the sharing of
certifications in each manufacturing division information.
separately. Last year, however, we combined the
certifications of each manufacturing division and I IATF 16949 Certification Acquired
acquired 1SO 9001 integrated certification for the With the publication of IATF 16949, a global
entire of the Company. standard to replace ISO/TS 16949 for quality
To further strengthen our governance of management systems in the automotive industry,
quality, we established a quality assurance division Shinko and SHINKO ELECTRONICS (MALAYSIA) SDN.
in May 2018 with a view to promoting company- BHD. underwent audit to transfer to IATF 16949 in
wide quality assurance activities. With this, we are 2018 and acquired certifications.

striving to maintain and improve our company-
wide quality management system by cooperating
with the quality assurance departments in each
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Initiatives for Social Issues

Exhibiting at Trade Shows

We exhibit at trade shows both in Japan and
overseas on a continuing basis, taking the shows as
opportunities to capture a sense of customer and
market needs and to explain our products and
technologies, primarily the newer ones, in an easy-
to-understand format. In this way, we incorporate
feedback from customers into our product and
technology development as well as our marketing
activities.

| compamED 2018
In November 2018, we exhibited for the fourth time
in a row since our first exhibition in FY2015 at
COMPAMED 2018 (an international trade show for
medical device technology and parts) in Disseldorf,
Germany. We introduced such products as
modules specialized for wearable devices in the
medical field and the components for
ultrasound transducer.

COMPAMED 2018

| sEMICON Japan 2018
In December 2018, Shinko mainly exhibited our
advanced solutions at SEMICON Japan 2018, held at
Tokyo Big Sight, introducing our developed products
such as next-generation packages for power
electronics. More than 200 customers visited our
booth during the three days.

I 11th Int'l Automotive Electronics Technology Expo
(CAR-ELE JAPAN)
Shinko exhibited at the International Automotive
Electronics Technology Expo held at Tokyo Big Sight
in January 2019. We mainly showcased our heat
dissipation products for automobiles, attracting lots
of interest from new customers in related fields.

Initiatives for Safety and Reliability

I Security Trade Control
Shinko complies with laws and ordinances related to
security trade control. We have established a Security 11th Intl Automotive Electronics Technology Expo
Trade Control Compliance Program as internal rules for
preventing violations and have implemented
appropriate security trade control.
We raise awareness of compliance through
training given regularly to new hires, new managers,
and employees involved with export products.
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I Sharing Our Procurement Guidelines

— “To Our Suppliers” —
To disseminate our Procurement Guidelines in the
supply chain, we have prepared a document entitled
“To our suppliers” that contains the items we wish to
promote and send it every year to all suppliers with
whom we have ongoing transactions.

In FY2018, we sent the document to
approximately 800 suppliers in and outside Japan,
asking them to understand and cooperate with us in
regards to the Procurement Guidelines.

-

~

“To Our Suppliers” contents
. Green procurement
. Business continuity planning
. Excluding antisocial forces
Conflict minerals

au b W N =

. Corporate social responsibility

* To Our Suppliers (Japanese only)

k https.//www.shinko.co.jp/procurement/index.html j

Dialogue with Suppliers

Shinko has sent questionnaire surveys about
corporate social responsibility conforming to the RBA
Code of Conduct to our main suppliers every year.
The questionnaire confirms supplier compliance with
the RBA Code of Conduct and their operation of
management systems in the areas of labor, health
and safety, the environment, and ethics. We
continuously monitor the progress made by
suppliers.

In FY2018 we sent a questionnaire to our
main 36 suppliers as usual, including those
outside Japan.

We also send these questionnaire surveys
every year to all 11 suppliers to whom we
contract some processes within our plants and,
based on the survey results, we conduct on-site
audits twice a year to confirm that there are no
issues in the condition of work sites. We
request improvements as needed. We confirmed
that were no issues in terms of the RBA Code of
Conduct and relevant laws and regulations during
on-site audits in FY2018.

Going forward, we will continue striving to
promote social responsibility throughout the supply
chain through various dialogues with suppliers,
including monitoring based on questionnaire
surveys, on-site audits, and interviews.

Initiatives for Social Issues

Supply Chain CSR Promotion System

Shinko
= Shinko Way

= Shinko Procurement Policy

Supply Chain
*Procurement RBA
Guidelines Code of
Conduct

=“To Our Suppliers”

E Suppliers }

Addressing Conflict Minerals

Shinko strives to avoid procurement of minerals
produced in the Democratic Republic of Congo and
adjoining countries that are closely connected to
human rights infringements and labor problems and
that could become a source of funds for armed
groups. These minerals are tantalum, tin, gold, and
tungsten.

When dealing with this matter, we first identify
the applicable suppliers and purchased goods. Then,
using the survey form Conflict Minerals Reporting
Template (CMRT) established by the Responsible
Minerals Initiative (RMI), we check and survey the
procurement route and perform risk confirmation
and evaluation for the applicable minerals, all the
way back to the upper reaches of the supply chain.
Based on the outcome of the above, we take
initiatives on an annual basis to avoid the risk of
procuring conflict minerals.

Specifically, by means of this survey, we request
on an ongoing basis that the applicable suppliers
procure 100% of their metals and minerals from
smelting operators certified as Conflict-Free Smelters
(CFSs) by third parties such as auditing companies,
going all the way back to the upper reaches of the
supply chain. In this way, we aim to achieve
procurement route transparency for the applicable
minerals and avoid the procurement of minerals that
constitute a source of funding for armed groups.

In FY2018, we conducted a survey of 56
companies and confirmed that there were no
problems.

Environmental and Social Report 2019 36


https://www.shinko.co.jp/procurement/index.html
https://www.shinko.co.jp/procurement/index.html



https://www.shinko.co.jp/procurement/complianceline.html
https://www.shinko.co.jp/procurement/complianceline.html

Corporate Governance

Governance

Within the drastically changing semiconductor market environment, Shinko works unceasingly to enrich its system
of corporate governance to ensure management transparency, and to facilitate swift and appropriate decision
making in response to changing situations. Furthermore, we place the highest priority on compliance and aim to

improve and develop corporate value.

Corporate Governance System

Outline of Our Governance System

Shinko adopted the structure of a company with
Audit and Supervisory Committee, in which a majority
of the committee members are outside directors. The
audit and supervisory system is centered around the
supervision of execution of duties by the Board of
Directors, including directors serving as members of
the Audit and Supervisory Committee, in addition to
audits and supervision by the Audit and Supervisory
Committee. Moreover, we have introduced a
corporate officer system with the goal of building a
flexible business operational structure, by speeding
up the decision making of the Board of Directors,
strengthening the supervisory function, and clarifying
authority and responsibilities. Based on this structure,
we have striven to further bolster corporate
governance and improve the efficiency of corporate
management.

mThe Board of Directors

The Board of Directors decides basic policy, matters
specified by laws and regulations, and the articles of
incorporation as well as important management
issues, and supervises the status of business
execution. It meets once a month, and extraordinary
meetings are convened when necessary. The Board
of Directors is chaired by the President and
Representative Director and consists of four
directors who are not Audit and Supervisory
Committee members and three directors who are
Audit and Supervisory Committee members.

mThe Audit and Supervisory Committee

In addition to investigating the status of operations
and the financial status of Shinko in accordance with
the audit policy and the audit plan, the Audit and
Supervisory Committee audits the execution of
duties by the directors and others through the
attendance of the committee members at important
meetings, including those of the Board of Directors,
and by receiving reports from directors who are not
members of the Audit and Supervisory Committee,
corporate officers, an internal auditing division and
so on. The Audit and Supervisory Committee
consists of three members: one standing Audit and

Supervisory Committee member and two Audit and
Supervisory Committee members who are outside
directors. We have also established an Audit and
Supervisory Committee’s office as an organization
for assisting the Audit and Supervisory Committee’s
duties.

In the process of the appointment/ dismissal, and
determining the remuneration of directors who are
not Audit and Supervisory Committee members,
proposals are presented in advance to the Audit and
Supervisory Committee, which considers such
proposals and determines an opinion. In this way, we
seek appropriate involvement and advice from
independent outside directors.

mManagement Council

Management Council is generally held three times a
month to deliberate and study important matters for
management and to share information, etc. The
Management Council consists of representative
directors and directors who are also corporate
officers.

mCorporate Officers’ Meeting

Corporate Officers’ Meeting is held monthly to
deliberate and report on general management,
including the status of each division and group
companies as well as the status of initiatives related
to compliance and risk management. The Corporate
Officers’ Meeting is chaired by the President and
Representative Director and consists of all corporate
officers.

Additionally, meetings attended by and consisting of
the relevant corporate officers and division managers
are held regularly and as occasion demands regarding
the status of profit and loss, sales, production,
development, and other matters. In this and other
ways, we have put in place a system that can respond
flexibly and swiftly to a drastically changing
semiconductor market environment, including by
considering responses based on quick assessment of
the situation and reflecting them in management
decisions.
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I Outside Directors

Shinko has two outside directors, both of whom are
Audit and Supervisory Committee members. We have
established the Independence Standards for Outside
Directors as a standard for the independence of
appointing outside directors. Two outside directors
satisfy the requirements of these standards. We have
submitted notification to the Tokyo Stock Exchange
that our two outside directors have been designated
as independent directors prescribed by the
aforementioned exchange.

Internal Audit and Accounting Audit Systems
The Audit Division, which is our internal auditing
division, conducts internal audits based on our Internal
Audit Regulation to make sure that all operations are
carried out appropriately and effectively. The Audit
Division periodically, and when necessary, reports
internal audit plans and results to the Audit and
Supervisory Committee so that the Committee can
conduct its audits effectively. When the Audit Division
receives instructions from the Committee about
additional audits and investigations, in response to its
report, it takes care of them as a priority.

The business management divisions submit reports
and materials to the Audit and Supervisory Committee,
Audit Division, and accounting auditor as needed and
cooperate so that they can conduct their audits
appropriately.

We have elected Ernst & Young ShinNihon LLC as
our accounting auditor to conduct accounting audits,
quarterly reviews, and internal control audits.

Executive Remuneration

Policy and Procedures for Determining Executive
Remuneration

Shinko’s remuneration for executives follows an
objective remuneration system based on the internal
rules and takes the Company’s performance into
consideration. Remuneration for directors who are not
Audit and Supervisory Committee members is based
on a specified level derived from executive
remuneration survey data compiled by an external
investigative agency. Such remuneration consists of
fixed remuneration paid according to duties and role
plus performance-based remuneration paid according
to the level of achievement based on results—mainly
the Company’s ROE—as important indicators of
profitability and efficient use of capital in
management. The proportion of fixed remuneration to
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performance-based remuneration is 50:50.
Performance-based remuneration consists of a
performance-based portion and bonuses paid
together with fixed remuneration.

As directors who are Audit and Supervisory
Committee members occupy a position independent
from the execution of operations, they are paid fixed
remuneration based on a specified level derived from
executive remuneration survey data compiled by an
external investigative agency.

The Board of Directors has resolved to determine
and pay the amount of remuneration for directors
who are not Audit and Supervisory Committee
members using a specified calculation method based
on the internal rules. The amount of remuneration for
directors who are Audit and Supervisory Committee
members is determined through discussion among
the Audit and Supervisory Committee. The amount of
remuneration for directors who are not Audit and
Supervisory Committee members is considered in
advance by the Audit and Supervisory Committee,
which determines an opinion on the matter. Bonuses
are paid after a resolution for the approval of a
proposal on the payment of bonuses to directors put
before the ordinary general meeting of shareholders
each year.

I Amount of Remuneration for Directors (FY2018)

Category Nn:?n?t?;rcs)f Amount
Directors who are not 5 184 million yen
Audit and Supervisory
Committee members
Directors who are Audit 5 38 million yen
and Supervisory 3) (12 million yen)
Committee members

(Paid to outside
directors)
Total 10 223 million yen

* The above number of members and amount of remuneration
includes one director who was not an Audit and Supervisory
Committee member and two directors who were Audit and
Supervisory Committee members. All of them resigned at the
conclusion of the 83rd ordinary general meeting of shareholders
held on June 26, 2018.

* The 81st ordinary general meeting of shareholders held on June
28, 2016, resolved that the amount of remuneration for directors
who are not Audit and Supervisory Committee members is to be
within 250 million yen per year and that the amount of
remuneration for directors who are Audit and Supervisory
Committee members is to be within 60 million yen per year.
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Corporate Governance Structure

General Meeting of Shareholders

Election and Dismissal Election and Dismissal Election and Dismissal
"""""""""""""" 1 \4 v
Audit and Audit and
Board of Directors supervision|| Supervisory —|[¢&———»
Committee Coordination

|
Representative Director

Audit and Supervisory
Committee’s Office

Management |||  Corporate
Council Officers’ Meeting

Audit Division [«
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Governance

I Development of Regulations and Guidelines
The Shinko Group practices thorough compliance
based on the Shinko Way Code of Conduct and
Global Business Standards (GBS). To ensure
compliance throughout the Shinko Group, we
established Compliance Regulations and General
Compliance Guidelines that stipulate basic matters
on compliance. Moreover, we developed bylaws and
guidelines in areas that have an especially large
impact on business, such as compliance with
antimonopoly and competition laws, anti-bribery
and anti-corruption, and responses to antisocial
forces.

In light of changes in the external environment,
including the establishment and amendment of law
systems in and outside Japan and growing risks, we
establish and revise bylaws and guidelines as
appropriate.

I Compliance Training
We systematically provide ongoing training to
increase the awareness of compliance among all
employees. In particular, we try to lower risk through
a system that ensures all relevant personnel in the
Shinko Group routinely and periodically receive
training related to the areas including bribery and
corruption, and violation of competition laws, which
pose a high business risk.

In FY2018, we provided group training programs
(a total of 11 times, attended by 448 people) on the
prevention of bribery and corruption to all relevant
persons of the Shinko Group in Japan.

In Japan, we also provided e-Learning on the
prevention of cartels and anti-bribery, rank-specific
training on compliance in general, and training on
the General Data Protection Regulation (GDPR) of
the EU.

Outside Japan, we provided e-Learning on the
prevention of cartels, anti-bribery, and security trade at
all sites as well as group training programs at some
sites.

In the years ahead, we will continue to implement
various training programs in an effort to foster
compl