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Identity of Nikko Group

In the Nikko Mirai Project, the Nikko Group defined the actions that generate various
kinds of future values in the society as Nikko Corporate Identi
Being of service to society and having a mission, which is its raison d’étre, are
important to the Nikko Group upon enhancing the sustainabili%f its management.
They also lead to

“Making the world a resilient and gentle place.”

- -

which is the vision of the future we want to realize. .

,

‘ NIKKO CORPORATE IDENTITY

SLOGAN VISION The future we want to realize SPIRIT Spirit we treasure
Future creation Making the world a resilient and Make work interesting.
that starts from gentle place. Be conscious of the

‘ y objective.
an /?/ Come up with ideas.
Symbolization Future axis Take on challenges

without fear.
[5] Accomplish to the end.
[¢] Value time.
Communicate with care

VALUE Values we offer

[1] We will pursue safety and security in

all products and services. MISSION Missions Nikko must fulfill in daily operations
We will identify true issues and make to your counterpart

proposals from a customer perspective. Update G}E SOCI: Help and enhance

W wil s cur ey infrastructure; Lo endn
on where society and _Customer Employee 5] Learn extensively, both
i axIs H axis ithi ide.
the era are heading axis [:ov | evera g in g axis fro.m within and.outSIde
towards, and to Strive forward sincerely,
;;mtlr;[ue reﬂlnmg our technology. engineer ing m% and with determination.
e will stay close to our customers
and support them through the future. step ahead @ﬂ Sr? da:)ﬁszii ;ﬂ;ntally
[5] We will integrate our engineering “ . s )
capabilities to exceed expectations. others: Give priority to safety.

Basic principles(long-standing values since our establishment)

B Serve society through business.
BWWork toward prosperity with sincerity and responsibility.

BProduce appropriate profits through original ideas
and improvement efforts.
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Editorial Policy and
Nikko Group’s Disclosure

Nikko Group Corporate Report 2022 aims to disclose Nikko Group’s
medium- and long-term value creation efforts from both financial and
non-financial aspects to all stakeholders, including our shareholders
and investors. The Report is edited referring to The /nternational
Integrated Reporting Framework established by the Value Reporting
Foundation (VRF) and the Guidance on Integrated Disclosure and
Dialogues for Joint Value Creation by the Ministry of Economy, Trade

and Industry of Japan.

MTarget readers
All stakeholders connected to the Nikko Group.

HReporting period
The Report mainly covers FY 2021 (April 1, 2021 to March 31, 2022)
but also includes information before and after this period.

HMReporting scope
The Report covers the Nikko Group comprising Nikko Co., Ltd. and 11
subsidiaries (all of which are consolidated subsidiaries).

BECompany name
“Nikko” and the “Company” refer to Nikko Co., Ltd. The “Nikko Group”
and the “Group” refer to the Nikko Group, including consolidated
subsidiaries.

ENote on forward-looking information
This Report includes statements on future outlook. We appreciate
that you understand that actual performance may differ from the
Company’s projections.

Nikko Corporate Report 2022 02
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History of Value Creation

Nikko Group, which started business in 1919 with the manufacturing and sales of hardware for
construction such as shovels, spades, and pickaxes, marked its 100th anniversary in August
2019. In 2022, the Group announced the new Medium-Term Management Plan (2022-2024),
positioning the period as an internal growth phase for building the structure, process, and

INTRODUCTION

system for realizing what the Nikko Group should be in 2030 (60.0 billion yen in net sales and
10% in operating margin). As a pioneering company in asphalt plants and concrete plants,
Nikko Group will contribute to decarbonized society through innovation and expansion into new
business domains utilizing DX technology, while strengthening its global expansion.

700 60
B Net sales /
600 — 50
=== Operating income (right axis) /
500 I 40
400 L 30
300 e - N~ —— 20
. il EENEERE 'IIIIIIII"iIEi ===== .
100 < - ‘ — | ‘ [ | . e » = a . 0
: III-lllllllllllllllllllllNﬂllllllllllllllll HEBEEDR
(100 mil. yen) 1971 1975 1980 1985 1990 1995 2005 2010 201 2020 2022 2023 2024 2025 2030 (100 mil. yen)

Note: In the fiscal year ended March 1991, the Company changed the reporting period ending in November to March. It started consolidated reporting in the fiscal year ended March 1995. It reported non-consolidated performance before that.

1919-1950

Start-up and postwar

reconstruction

1951-1969

Business expansion and

rapid economic growth

1970-1989

Transformation into a

machinery manufacturer

1990-201 1

Foray into environmental

business and strengthening

of group management

2012-2021

Switch to aggressive

management approach

estimate estimate estimate target

2022-2030

Towards realizing the New Medium-
Term Management Plan and what the
Nikko Group aspires to be in 2030

History of Nikko Group

1919: Nihon Kogu Product Co., Ltd. established
1920: Shovel goes on sale
1921: Head Office relocated to Akashi

1934: Second Plant opens, startsproduction of
wooden handles

1938: Third Plant completed, starts production

1948: Fourth Plant complete construction work,

starts production of cast metal

1950: Starts production and sales of Ryusen
handles

Solutions offered by Nikko Group

1951: Starts production of winches and mixers

1956: Starts production and sales of Manten
shovels

1958: Nikko's first asphalt plant completed

1962: Lists shares on the first section of the
Tokyo Stock Exchange

1963: The first automated batcher plant
completed

1966: Starts production of belt conveyer
system

1968: Company renamed to Nikko Co., Ltd.

1970: New AP plant

1970: Starts production of lifts and scaffold
planks

1971: Anti-pollution AP completed

1974: Signs technology tie-up with
Benninghoven of West Germany

1979: Signs technology tie-up on drum mixing
plants with Boeing Construction
Equipment Company of the US

1986: Opens Tokyo service center
1989: Opens US office

1991: Establishes Development Technology Center
1994: Satte factory completed

1997: Develops WELL Burner, a new model
aimed at reducing COz emissions

1998: Starts sales of Recycle 4, a new beverage
container separator crusher

2002: Establishes Nikko (Shanghai) Construction
Machinery Co., Ltd.

2004: Completion ceremony for Jiading factory
of Nikko (Shanghai) Construction
Machinery Co., Ltd., the Group’s first
production base overseas

2011: New Wuhan factory of Shantui Nikko
Construction Machinery Co., Ltd. completed

2012: Takahisa Nishikawa appointed
Representative Director and President

2015: Starts activities as the sole Japanese
agent for Kleemann of Germany

2016: Starts sales of Value Pack, a new asphalt
plant model

2018: Newly constructs Techno Center (Akashi)

2018: Establishes Mobile Plant Business
Department

2019: Masaru Tsuji appointed Representative
Director and President

2020: Establishes Nikko Asia (Thailand) Co., Ltd.

2022: Announces the new Medium-Term
Management Plan (2022-2024)

2024: Targets of 50.0 billion yen in net sales
and 6% in operating margin

2030: Targets of 60.0 billion yen in net sales
and 10% in operating margin

Offered shovels and spades for
reconstruction demand

External environment

Manufacture and sales of various construction
machinery

Started manufacture and sales of asphalt plants
Started manufacture and sales of batcher plants

Offered various large-scale machinery and
automated plants

Offered anti-pollution plants

Offered products that takes environment and
safety into account

Strengthened maintenance service

Offered high quality ready-mix concrete
manufacturing technology

Offered energy-saving, low-noise burners

Offered environmentally friendly and recycling
products

Proposed technology to reduce CO. emissions
Strengthened disaster recovery product lineup

Offered high quality, high environmental
performance products to the Asian market

Proposed decarbonization technology
Roll-out of environmentally friendly products

Proposed remote operations and automation
utilizing DX

Post-war robust reconstruction demand

1924: Hanshin Koshien Stadium completed
1936: Diet Building completed

1939: The Second World War begins

1945: Japan accepts the Potsdam Declaration
1950: The Korean War begins

Head office factory at the time of founding

03 Nikko Corporate Report 2022

Rapid growth period

1956: Japan Highway Public Corporation
established

1958: Tokyo Tower opens
1964: Olympic Games Tokyo held
1965: Entire length of Meishin Expressway opens

1967: Basic Act for Environmental Pollution
Control enacted

1958: Nikko's
first asphalt
= plant completed

Bubble economy and growing environmental awareness

1970: The Japan World Exposition, Osaka, held

1972: Tohoku Expressway (lwaki-Utsunomiya)
opens

1978: Narita Airport opens

1983: Entire length of Chugoku Expressway
opens

1988: Seto Ohashi Bridge opens

1968: The first made -in-. Japan plant, lekos NAP-
602, used in the construction of Tomei Expressway

Growing need for environmentally friendly products

1994: Kansai International Airport opens
1995: The Great Hanshin-Awaji Earthquake
2008: The collapse of Lehman Brothers
2010: Expo 2010 Shanghai China held
2011: The Great East Japan Earthquake

Introduction of plants espemally for quake—
disaster recovery

Exacerbation of various disasters

2012: Tokyo Skytree opens

2015: Hokuriku Shinkansen (Tokyo-Kanazawa)
starts operation

2018: Osaka, Kansai, chosen as venue for Expo
2025

2020: Global COVID-19 pandemic
2021: Olympic Games Tokyo 2020 held

Nikko Asia (Thailand) Co., Ltd. established

Post-COVID era

2025: Expo 2025 Osaka Kansai
2026: Asian Games Aichi-Nagoya

NIIKKO NILKHOSOL CO., LTD.
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High-Priority Management Issues for Achieving the Vision (Materiality)

Process for Achieving 2030 Vision

Along with the newly formulated 2030 Vision, Nikko Group reviewed its materiality for sustainable
creation of corporate values. Solving materiality by bearing in mind to “promoting self-reform to
win the broad trust from society and fulfill our mission as a solutions partner that evolves with the
customers” as stated in our Management Philosophy will lead to becoming “the top manufacturer of
plant facilities and environmental products underpinned by advanced technology” and “customers’
management partner through operation and maintenance service,” which is what Nikko Group aspires
to be as described in the 2030 Vision. In the future, the Group plans to increase the effectiveness by
setting KPIs reflecting materiality. At the same time, it believes that it is necessary for the Board of
Directors to monitor them.

Nikko Group stipulated the Long-term Basic Policies (10 year vision) that looked into the future while drawing
up its previous Medium-Term Management Plan that was completed in FY 2021. To achieve the long-term vision
in 2030, the Group established five basic policies: 1) strengthen revenue base in Japan, 2) establish overseas
sales, 3) promote new businesses (M&A), 4) put work-style reform into practice, and 5) make ROE a KPI.

The Nikko Group newly set forth the 2030 Vision given the increased momentum in recent years of initiatives to
mitigate the impact of climate change globally and the considerable changes to the social issues and business
environment surrounding the Group. The management vision of what the Group aspires to be was set as “the
top manufacturer of plant facilities and environmental products underpinned by advanced technology” and
“customers’ management partner through operation and maintenance service.” The financial targets are 60.0

billion yen in net sales and 10% in operating margin.

FY 2022-2024: Internal investment phase

Upon pursuing the process for achieving the 2030 Vision, Nikko
Group positioned the period until FY 2024 as the internal investment
phase, in which it will actively make up-front investments in human and
intellectual capital while maintaining a high level of capital investment
in manufactured capital. In particular, Nikko will add 145 employees
(compared with 69 employees it added in the past three years) including

59 employees for the AP-related business domain, which has to take
measures to address carbon neutrality. In terms of R&D expenses also,
the Group is planning on an investment worth more than 2.5 billion yen
(compared with about 1.2 billion yen in the past three years) for new
environmentally friendly products in the AP-related business domain as
well as support for remote operations and automation.

FY 2024-2030: Business expansion phase

The Group expects the period from FY 2024 onwards to be the
business expansion phase in which the up-front investments,
carried out in the internal investment phase, begins to bear fruit.
New services and systems in Japan are expected to result in
revenue expansion and customer needs are also likely to increase
for new environmentally friendly products towards realization

— New Medium-Term Management Plan (2022-2024) —

Standardization of AP and BP plants

Introduction of EC for small and
light modular-type belt conveyors,
handling of channel conveyors

© Foray into Indonesia and Vietnam
by overseas AP-related business

4 Global marketing function, DX
promotion function

Internal Building cooperative sales

functions structure for new businesses

& Rebuilding of human resource
management foundation and system

Present(FY 2021) _Internal
nsolidated net sale investment

Consolidated net sales: phase

38.8 billion
yen
Operating margin:

5.3%

Build structures, processes, and systems that
form the foundation of the 10 year vision in the
three years during the next medium-term plan and
promote testing and system development of new
services with an eye towards the next 10 years.

05 Nikko Corporate Report 2022

Consolidated net sales:

50.0 billion

of carbon neutrality. The overseas AP-related business is also
expected to welcome a full-fledged harvesting season after
completing up-front investments in the ASEAN region. Internally,
the opening of the operation support center and review of the
production structure by consolidating assembly at the head
office factory are expected to contribute.

2030

Consolidated net sales:

60.0 billion yen

Operating margin:

10.0%

Business
expansion
2024 phase
+In Japan, release new
services and systems
yen + For overseas, establish

. . new revenue base
Operating margin:

(o) Introduce technology, rebuild
6.0% production structure

Support for remote operations and
automation, total management system

& Roll-out of environmentally friendly products
Expansion to the ASEAN region

Business

Opening and full-scale operation of the
operation support center
IEGEI 1 Automation and remote operations
functions leveraging technology
4 Review of production process, consolidation
of assembly at the head office factory

Nikko Group identified and selected the following four points as
its materiality that have high importance for stakeholders and the
Group to raise its corporate values based on what it aspires to be
under the 2030 Vision acknowledging social issues and changes
in industry environment: 1) realization of carbon neutrality, 2)
establishment of recycling-oriented society, 3) creation of new
customer values, and 4) human resource development and

Recycling of waste materials
and establishment of .
recycling-oriented society Carbon-neutral initiatives
Co-existence
with local
communities

Improvement
of Employee — =~
Engagement

Intensification of
disasters and early
restoration

S1seJolul Slepjoyaxels

DX solutions and
pursuit of customer
satisfaction

improvement in job satisfaction. Realization of carbon neutrality
continues to be the most important materiality and there will be no
improvement in the long-term corporate values of the Nikko Group
without achieving carbon neutrality. Creation of new customer
values is relevant for the Group to become the customers’ partner
and it will improve customer satisfaction by utilizing DX and Al in
the maintenance service business, where its strength lies.

<Changes in Nikko Group’s materiality map>

Realization of Carbon Neutrality

Establishment of
recycling-oriented
society

24 Human resource

A dc_avelopment an_d —

3 improvement in

o) job satisfaction

S| Creation of
o New Customer
& Values
[/

Impact on the Nikko Group and its corporate values
2021

Realization of carbon neutrality (see p. 51)

About 70% of COz emissions from APs in Japan (approx.
1.3 million tons a year) is estimated to be emitted
by Nikko plants. While it will become a major risk if
Nikko is late to respond to this, the Group believes
that it also offers opportunities from various aspects
starting from fuel conversion to electrification, as it is
also an important social issue.

Creation of new customer values (see p. 61)

In its 2030 Vision, Nikko Group aims to become a
‘customers’ management partner through operation
and maintenance service.” The Group will not only
improve customer satisfaction by leveraging DX and Al
but also pursue subscription contracts of service and
maintenance.

Impact on the Nikko Group and its corporate values
2022

Establishment of recycling-oriented society (see p. 59)

The arrival of a global recycling-oriented society is beneficial
for Nikko in terms of the anticipated increase in recycling
AP in China, as Nikko boasts a 99% recycling rate of
asphalt waste and has a 70% share in AP in Japan. The
Company has been engaged in the development of
technology for recycling concrete sludge and is working
on its practical applications.

Human resource development and improvement in job satisfaction (see p. 63)

The importance of leveraging human capital increases
further upon solving material matters 1 to 3. For Nikko
to achieve the 2030 Vision, it is necessary to have human
resources based on diversity and inclusion, and improving
motivation by nurturing them, as well as improving their
work-life balance and well-being also assuming importance.

Nikko Corporate Report 2022 06



Process of Value Creation

Social issues and changes in the industry (risks and opportunities) (see p. 45)

¢ Carbon-neutral initiatives

* Acceleration of digitization
+Declining birthrate and aging population, declining workforce ¢Rising ESG awareness

+ecycling of waste materials and establishment of recycling-oriented society
¢Intensification of disasters and early restoration

)

INPUT

(Business foundation)

Financial capital

+Robust financial base and
ample cash (see p. 31)

= Total assets of 58.5 billion yen and net assets
of 34.0 billion yen at the end of FY 2024

Manufactured capital

¢ Capital investment focusing
on the 2030 Vision (see p. 35)

= Capital investment worth 6.0 billion
yen in FY 2022-2024

Human capital

+ Addition of more people and reform of
diversity and work style (see pp. 35, 63)

=An increase of 145 employees at
Nikko in FY 2022-2024

Intellectual capital

#Business model innovation by
leveraging core technology (see p. 36)

=R&D expenses of more than 2.5
billion yen in FY 2022-2024

Social and relationship capital

+Trust as a solutions partner (see p. 36)

=»Number of Akitsu-kai members as of
the end of FY 2021: 195 companies

Natural capital

+Utilization of energy, water
resources, etc. (see pp. 36, 51)
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N

Business activities
(Business model)

New Medium-Term Management Plan (2022-2024) (see p. 23)

<Business>
# Standardization of AP and BP plants

#Introduction of EC to small and
light modular-type belt conveyors,
handling of stringer conveyors

#Foray into Indonesia and Vietnam
by overseas AP-related business

<Internal functions>

¢ Global marketing function, DX
promotion function

+Building cooperative sales
structure for new businesses

#Rebuilding of human resource
management foundation and system

Value chain
(see p. 47)

Sales and

consultation

Core
technologies

Material

protected by high entry
barriers

Maintenance

Construction
work

Sustainability management (see p. 49)

Management philosophy
(seep. 1)

EIGIEY Original technologies  RERLLN))

Corporate identity
(seep. 1)

Mixing

Technology to mix
and knead a wide
variety of materials

Planning from liquids to solids

and
designing Heat Technology
Technology to burn
or dry materials at
H high temperatures
eating
Control Technology

Technology to design
and make the brains of
plants and machinery
using loT and Al

Procurement
and
manufacturing Material Handling
Technology to convey
and separate any
material, diagonally

or vertically

Materiality (see p. 6)

Corporate governance
(see p. 69)

Nikko Group 2030 Vision (see p. 5)

INTRODUCTION

The top manufacturer of plant facilities and environmental products
underpinned by advanced technology and customers’ management
partner through operation and maintenance service

—

OUTPUT

(Business value)

N

1)

OUTCOME

(Creation of social values)

Business transformation
(see p. 27)

© AP-related business in Japan (see p. 39)
¢ BP-related business (see p. 41)

+Maintenance service business (see p. 61)

Strengthening of operation and
maintenance services

X

Scale expansion leveraging
technology (see p. 29)

+Qverseas AP-related business (see p. 29)

¢ Environment- and conveyor-related
business (see p. 43)

¢ Other businesses (see p. 44)

Lateral deployment of
products and markets

Financial targets for FY
2024 (see p. 25)
+Net sales: ¥50 billion

+Operating income: ¥3 billion
(Operating margin: 6%)

+ROE: 6.0%
+Payout ratio: 60% or more

Social and environmental
values to be contributed

¢ Establishment of recycling-oriented,
environmentally friendly society (see p.59)

¢ Contribution to realization of
decarbonized society (see p. 51)

+Contribution to disaster
prevention and mitigation

¢+ Support for early restoration from
natural disasters (see p. 60)

+ Co-existence with local communities (see p. 60)

X

Economic values to be created

<Business>

+ Support for remote operations and automation,
total management system (see p. 28)

+Roll-out of environmentally
friendly products (see p.56)

+Expansion of the overseas AP-related
business in the ASEAN region (see p. 29)

<Internal functions>

+ Opening and full-scale operation of
the operation support center (see p. 28)

+ Automation and remote operations
leveraging technology(see p.50)

+Review production process, consolidation of
assembly at the head office factory (seep.32)

FY 2030 financial targets (see pp. 21,27)
+Net sales: ¥60 billion
¢+ Operating margin: 10.0%
+ROE: 10.0%
+Market cap: ¥50 billion or more

\ Future
mm. the Group
wants to

realize

=
Q
=
=)
«©
=
—
D
=
o
—
o
Q
-
D
e
6-
-
==
Q
-
o
(@]
D
-
e
<D
=2
QD
(qp)
D

Nikko Corporate Report 2022 08



Nikko Group in Figures (Financial and Nonfinancial Highlights)

Financial highlights |

® Net sales and Operating margin

(in million yen) mm Net sales ~—@— Operating margin

70,000 -

6.0% o 6.1%
B 5.8% 5.3%

0,
50,000 ‘W./‘\'
38,846
40000~ 55144 35051 0066
31,780
30,000 -
20,000 -
10,000 -
0

2017 2018 2019 2020 2021 (fiscal year)

Operating margin in FY 2021 came to 5.3%, down 0.8 pp from 6.1% in
FY 2020. By business, operating margin of BP-related business improved
0.9 pp on the back of sales increase and cost reduction through planned
production, while that of AP-related-business declined 3.3 pp due to rise in
prices of steel and other supplies. That of other business and environment-
and conveyor-related business also fell 1.1 pp and 0.7 pp respectively. In FY
2022, the Group expects the operating margin to worsen by 1.3 pp to 4.0%.

® Return on total assets (ROA)

(in million yen) [ Total assets —e— ROA
80,000 - 4.3%
. (]

0,
70,000 - 3.3% 31% 3.5% 3.2%

60,000 -
48,697 52,079
50,000 - 44,876 43,969 45,667 '

40,000 -
30,000~
20,000 -
10,000 -

0

2017 2018 2019 2020 2021 (fiscal year)

ROA in FY 2021 came to 3.2%, a decline of 1.1 pp compared with FY 2020.
Net assets at the end of FY 2021 increased by 3.4 billion yen compared with
FY 2020. This includes the 1.8 billion yen of Ube Kohki, which was acquired by
the Group. When the impact of Ube Kohki was excluded, inventory rose by 2.4
billion yen and trade receivables declined by 1.4 billion yen while increases in
contract liabilities and down payments came to 1.4 billion yen. The Group also
carried out sale of strategically-invested shares worth about 0.7 billion yen.

® Trends in capital investment, depreciation and amortization, R&D expenses

(in ”;”888 yen) [ Capital investment I Depreciation and amortization Wl NN R&D expenses
! 2,748
2,500 -
2,000 - 1,889 1,907

— 1,483
1,000 - . 759
550 508 611
500 - e 379 392 449

0

2017 2018 2019 2020 2021(fiscal year)

The Group made capital investment of 1.9 billion yen in FY 2021 including a
0.33 billion yen for Nikko NilKhosol's plant. Total capital investment for the
Medium-Term Management Plan period from FY 2019 to FY 2021 came to 6.3
billion yen, which exceeded the 2.05 billion yen in depreciation and amortization
by a great margin and drove forward capacity expansion and machinery
upgrade. While R&D expenses at 0.45 billion yen were higher than the 0.39
billion spent in FY 2020, they were lower than the planned 0.7 billion yen.
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@ Net income attributable to owners of parent, return on equity (ROE)
(in million yen)  Net income attributable to owners of parent —@— ROE
6.8%

3,000 -

2,500 -

2,000 -

1,49
1,500 - 490 1,345

1,000 -

500 -

0

2017 2018 2019 2020 2021(fiscal year)

Net income attributable to owners of parent in FY 2021 decreased
20.8%, which is more than the 10.8% decline in operating income. The
factors contributing to the decline include the absence of 340 million
yen in special dividend from Maeda Road Construction Co., Ltd. that was
recorded as non-operating income in FY 2020. Net assets increased 0.6
billion yen compared with FY 2020 reflecting an increase in retained
earnings, etc., while ROE declined 1.6 pp from FY 2020 to 5.2%.

® Net income per share, dividends, total return ratio

(yen) I Net income per share B Total dividend ~ —@—Total return ratio

100 - 97.6%
79.7%

69.5%
80 - 47.3%

60 - 54.3
41.2 40 43.2
38.7
40 - 35.1
33 30
1 12 12
0 .
2017 2018 2019 2020 2021 (fiscal year)

Dividends for FY 2021 were 30 yen per share (payout ratio of 69.5%).
While total return ratio was 79.7% in FY 2020 with dividends of 33 yen
per share and 0.4 billion yen in treasury stock acquisition as net income
attributable to owners of parent was boosted by special dividend from
Maeda Road Construction Co., Ltd., it decreased slightly in FY 2021.
The Group expects to pay a dividend of 30 yen per share in FY 2022,
with which payout ratio is expected to reach 95.6%.

® Cash Conversion Cycle

(days)
140 -

120 - 116.6
107.7

100 - 94.5 93.9
80 -
60 -
40 -
20 -

0

2017 2018 2019 2020 2021 (fiscal year)

InFY 2021, CCC was 93.9 days, which was more or less unchanged from
the 94.5 days in FY 2020. Inventory turnover period worsened to 105.2
days, but turnover period of trade receivables improved significantly to
71.5 days, while turnover period of notes and accounts payable-trade
also improved to 82.7 days. The Group intends to continue improving
CCC and allocate the margin to investment for growth, shareholder
returns, R&D, and human capital.

| Nonfinancial highlights

® Number of consolidated employees, ratio of foreign employees
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The number of consolidated employees was 1,038 at the end of FY
2021, up significantly from 861 at the end of FY 2020. The increase in
real terms after excluding the 67 employees of Ube Kohki, however, was
110. Among them, foreign employees were 194, an increase of 78 from
the 116 at the end of FY 2020 and accounting for 18.7% of the total
(13.5% in FY 2020). The primary reason is the addition of 77 employees
with the start of operations of the Nikko NilKhosol plant in Thailand.

® Average number of annual paid holidays per employee (non-consolidated)
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The average number of annual paid holidays used per employee was 10 days in
FY2021 on a non-consolidated basis compared with 9.7 days in FY 2020. While
it increased slightly from the 9.7 days in FY 2020, the figure has been hovering
around 10 days since FY 2017. As stated in the Long-term Basic Policies, the Group
believes increasing the number of paid holidays taken by employees is important for
improving employee satisfaction and realizing a good work-life balance ultimately to
significantly raise labor productivity by improving operating efficiency.

® Changes in expenses of IS0 activity items (non-consolidated)
(10,000 yen)
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Total expenses of ISO activity items (electricity, water, waste, and paper)
in FY2021 came to 78.2 million yen, up 4.7% from FY2020. While the
expenses increased compared to the 17.6% decline posted in FY 2020,
the major factor behind this was the rise in electric power charges due
to increasing crude oil prices, etc. The Group will continue to effectively
utilize resources and make contributions to environmental activities.

INTRODUCTION

® Number of female employees, number of new-graduate hires, number
of new hires with prior work experience (non-consolidated)
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The number of female employees (non-consolidated) was 59 as of the end of FY
2021, an increase of four from 55 as of the end of FY 2020. The number of new
hires was 29 on a non-consolidated basis, a significant increase from 13 in FY 2020,
while the number of new female hires was three compared to zero in FY 2020. The
number of hires with prior work experience was 22 (21 in FY 2020) maintaining
a high level, and the Group will continue to boost such hiring in accordance with
the new Medium-Term Management Plan with focus on the AP-related business.

® Power usage, output (non-consolidated)
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Power usage in FY 2021 came to 3,981,000 kwh, a slight increase of
2.0% from 3,903,000 kwh in FY 2020. However, production volume
increased 11.9% in FY 2021 compared with FY 2020 and power usage
on a unit consumption basis continued to decline. In accordance with
the guidelines for achieving carbon neutrality, the Group will continue
to reduce CO: emissions by increasing the ratio of renewable energy as
well as implementing electricity conservation initiatives.

® Number of patent and design registrations
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The Group registered six patents and 11 designs in FY2021, which
were down by four and up two, respectively, from FY2020. The increase
in design registration in FY2021 include Nikko-developed food mixer
products, Nikko Sec’s temporary scaffolding products, and Tombo
Industry’s shovels. The Group believes registering patents and designs
is important for differentiating products and services and improving
brand value, and it plans to continue to actively register them.
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Interview with CEO

Representative Director,
President and CEO

- RA

Masaru Tsuji

The Nikko Group, in addition to its 2030 Vision and the Medium-Term Management Plan starting in
FY 2022, established the Nikko Corporate Identity, which shows the path to be taken by the Group
going forward.

We asked Mr. Tsuji about the strategic points in realizing the 2030 Vision, utilization of management
resources for such, initiatives in sustainability management including ESG, and stakeholder
engagement based on what the Nikko Group aspires to be as embodied in the Corporate Identity.

11 Nikko Corporate Report

VALUE CREATION VISIONS & STORIES

“Update the social
infrastructure by leveraging
engineering that is one step
ahead of others.”

We will strengthen human capital
for achieving the mission.

Session 1. What we aspire to be in terms of Corporate Identity

Nikko Group recently defined its Corporate
Identity. First of all, please explain the thoughts
that were put into the mission, which is also
the Group’s raison d’étre of “Update the social
infrastructure by leveraging engineering that is
one step ahead of others,” and your thoughts
on how you will link together the company, its
employees, and society.

We started formulating the Nikko Group’s Corporate
Identity from February this year under the Nikko Mirai
Project.

In doing so, we sought participation from employees
around the country and more than 10 candidates
responded, from young employees to those in the
manager class, and we formed a working group (WG)
made up of 12 members going beyond the boundaries
of position, gender, and department. The WG is made up
of members with high aspirations and they interacted
many times to exchange various views on matters such
as “Why does the Nikko Group exist?”

During the process, they had the opportunity to
speak with Mr. Kishi, a former president of the Group
in addition to myself, for about two hours regarding
the history of Nikko that has been passed down and
things that should not be changed. Mr. Kishi is one of
the former presidents who had the greatest impact on
me, and the ideal person whom | aspired to be. He had
been responsible for driving forward sales and service
divisions, and the WG members gained inspiration
listening to him speaking about his management that
did not forget to go on the offensive including the
struggles in new businesses. The members leveraged
that inspiration in creating the Corporate Identity.
And the mission thus formulated was “Update the

social infrastructure by leveraging engineering
that is one step ahead of others.”

As a top manufacturer, Nikko has been offering new
products by polishing technologies that were ahead
of its time and the industry. So, the words “engineering
that is one step ahead of others” was incorporated
to show that we would like to remain like that in the
future, as well as showing our desire to compete with
a technology-based comprehensive ability. Further,
we deliberately used the word “update,” instead of
a static-sounding word, in order to incorporate the
intention to change the social foundation of the future
through engineering.

My role here was to be involved with the project as an
observer, while respecting the independence of the WG.
The mission statement that was developed reveals a
forward-looking stance, and | think it is quite good.
Generally, internal meetings are held with members
from the same department most of the time, but this
time around | felt there were many members who
were meeting for the first time. Since we designed the
process in a workshop format so that all members
share their ideas without fail, there were times when
their views clashed. Nevertheless, | could feel that
they grew in various aspects, which led to the birth
of a team mindset over the course of wrapping up
the discussions among the employees from different
positions. From a comment by a female employee
in charge of public relations who participated in the
project, it appears that she felt that the aspirations of
the company have not been shared much among the
employees.

With the formulation of the Corporate Identity, | believe
we have carried out the groundwork to unify the
awareness of the employees and share our goal.
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Nikko’s company motto, although universal in nature,
has a different take compared to the Corporate
Identity. The objective of the formulation of the
Corporate Identity is to make use of expressions that
reflect the present and work it into the banner that
shows the direction of the company to the employees.
We also set up opportunities to gain feedback from
other employees during the formulation, and there
were many who opined that it had a positive effect
that was different from the previous image.

This should not end with the Corporate Identity just

@® Nikko’s Corporate Identity

SLOGAN VISION The future we want to realize

Future creation Making the world a resilient and
gentle place.

that starts from
an‘/2’

being posted throughout the company walls; instead,
what is important going forward is to instill it in all of
the employees by incorporating video production and
system design.

“Making the world a resilient and gentle place.” is
the new vision of the future that we want to realize.
If the employees understand the Corporate Identity
including the vision, and if we can clearly explain it to
the customers and have their understanding, then we
can expect this to spread much deeper.

SPIRIT Spirit we treasure

[1] Make work interesting.

Be conscious of the
objective.

Come up with ideas.

Symbolization Future axis Take on challenges

VALUE Values we offer

without fear.
[5] Accomplish to the end.

[7] We will pursue safety and security ‘ 4] Value time.

in all products and services.
We will identify true issues and make

We will focus our eyes
on where society and Customer
the era are heading axis
towards, and to continue T
refining our technology.

We will stay close to our customers

We will integrate our engineering

MISSION Missions Nikko must fulfill in daily operations

proposals from a customer perspective. Upd ate m soci al

capabilities to exceed expectations. others!

Basic principles(long-standing values since our establishment)

Communicate with care to
your counterpart.
Help and enhance your
colleagues.
Employee 5] Learn extensively, both
from within and outside.

: axis
[:w Ieveraglng Strive forward sincerely,

engineeningjthatiis]
and support them through the future. step ahead w

and with determination.

Be at ease mentally
and physically.

[12] Give priority to safety.

MW Work toward prosperity with sincerity and responsibility.

BProduce appropriate profits through original ideas
and improvement efforts.

It is clear that you carried out various new
initiatives for drafting the Corporate Identity.
Next, what kind of values specifically are
you thinking of generating from the mission,
based on the basic philosophy of Nikko
Group?

The basic philosophy of the Nikko Group is the spirit
of the Company Motto to “Serve society through
business,” “Work toward prosperity with sincerity
and responsibility,” and “Produce appropriate profits
through original ideas and improvement efforts,” and
these values will remain unchanged.

13 Nikko Corporate Report 2022

There are five values that are derived from the
mission, and they are promises we make to the
customer. The first one is “We will pursue safety and
security in all products and services,” and it shows
our intention to pursue safety as a major premise.
The second one “We will identify true issues and make
proposals from a customer perspective,” promises
that we will be in the customer’s shoes when we are
conducting sales activities. The third is “We will focus
our eyes on where society and the era are heading
and continue refining our technology,” which refers
to the handling of new technologies such as carbon
neutral (CN), and in order to realize such, | believe

it is important to make investments in and utilize
human capital. The fourth one, which is “We will stay
close to our customers and support them through
the future,” expresses our attitude to support the
customer forever by providing maintenance and
other services. The last one, “We will integrate our
engineering capabilities to exceed expectations” is our
pledge that we will provide solutions that go beyond
the expectations of the customers by combining
the aforementioned promises with the Company’s
strength.

There are two companies we are competing with in
the domestic market for the asphalt plant (AP)
business, which is our mainstay business, and three
companies in the batching plant (BP) business. It
is necessary to develop and offer what customers
are seeking as early as possible and ahead from our
competition to ensure value improvement. In order
to achieve that, | feel that we should never stop new
development, and if anything, we should increase our
speed. In the future, we are also thinking of jointly
developing with our customers a theme that translates
to the workstyle reform of Nikko.

We have come up with 12 Spirit items that should be
treasured by the employees. While it is not imperative
for the employees to satisfy all 12 Spirit items, it is
necessary that they try to keep in mind as many of
them as possible. Our Spirit includes old-fashioned
spiritualism which includes new values such as “Make
work interesting,” but at the same time has items that
were inherited from the Nikko DNA such as “Take on
challenges without fear” and “Strive forward sincerely,
and with determination.”

VALUE CREATION VISIONS & STORIES

The corporate culture cultivated by Nikko is to act
straightforward, be honest, and not to run away from
and lie to the customer.

This is something that happened quite a while back
ago. A sales representative at that time apparently
put together an inordinately profitable business
proposal. When he came to know of the scheme, Mr.
Higashida, the then president, became furious and
told the employee to “never do anything to deceive
the customer,” and made him rework the contract
with appropriate pricing, and deliberately slashed the
profits.

Nikko does not run away from difficult projects
requested by customers, but instead takes on the
challenge and sees it through to the end. That is also
our corporate culture. We will continue to treasure
this in the future.

What we want to realize in the future vision, is “Making
the world a resilient and gentle place,” where the
word “world” denotes foraying into overseas markets,
and leveraging the high infrastructure quality standards
of Japan in the growing markets (ASEAN) of the
world. Russia’s invasion of Ukraine happened during
the project and we were once again reminded of the
importance of infrastructure and urban development. A
“Resilient and gentle place,” is urban development that
enriches lives, as well as us being conscious of how we
can help people around the world at the foundations
of their lives, in addition to increasing environmental
measures. We anticipated the arrival of an era where
a product’s value is determined by its eco-friendliness,
and we will focus our product development on safety
and environment (see p. 1).

on Nikko’s corporate
cultureljleveraging value

spinit is imperative for
the future vision.
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Session 2. Achievements and issues of the previous Medium-Term Management Plan

The previous Medium-Term Management Plan was
completed in FY 2021 and while achieving the net
sales target, we were unable to meet the operating
income target. The slump in profit in FY 2021 appears
to have been significant. But if we take that into
account, could you tell us about the achievements
of the previous plan and the issues the Group faced,
and also how we will overcome those issues?

Net sales for FY 2021 achieved the previous Medium-
Term Management Plan target of 38.0 billion yen,
reaching 38.8 billion yen. By business segments, net
sales in BP-related and other businesses exceeded the
medium-term plan targets, but they underperformed
in AP-related and environment- and conveyor-related
businesses. As for business environment, though
asphalt mixture and concrete shipment volume
showed a slight declining trend, the strong appetite
for investment of AP and BP users continued given
the disaster prevention and mitigation plans, as well
as the Plan for Building National Resilience. In the AP-
related business, the demand for upgrading the plants
that were rebuilt during the bubble economy era
plateaued, while the overseas business recovered in FY
2021 despite being affected by COVID-19 in FY 2020.

Further, as part of the promotion of new businesses,
we acquired the industrial machinery manufacturer Ube
Kohki, headquartered in Yamaguchi Prefecture, through
M&A and made it a subsidiary in FY 2021.

The achievements during the previous medium-
term plan period are the following three points that
would link to the next growth: (1) vitalization of capital
investment including the establishment of new overseas
subsidiaries, (2) increased hiring of personnel, and (3)
implementation of M&As. Project promotion also resulted
in the improvements of skill and motivation, as well as
clarifying the objective. Looking at the medium- to long-
term expansion of overseas business led by ASEAN, the
near-term order situation is strong with us establishing
a local sales and manufacturing subsidiary in Thailand.
Among new businesses, mobile crushers and waterproof
boards grew rapidly. In the BP-related business, Nikko’s
domestic dynamic share for FY 2021 exceeded 40% in
both net sales and number of units shipped, coming close
to the medium-term plan target of 50% share in units
shipped. We were also able to expand the sales of service
maintenance better than expected. In terms of company-
wide achievement, we improved productivity through
workstyle reform including promotion of remote working
and introduction of [T tools.

@ Trends in capital investment and hiring (new graduates and those with prior work experience)
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Meanwhile, issues remain in terms of profit. Operating
income in FY 2021 came to 2.05 billion yen, below
the 3.0 billion-yen target under the previous Medium-
Term Management Plan. By business, the BP-related,
environment- and conveyor-related, and other businesses
exceeded the target, while the AP-related business
significantly underperformed. The reasons behind the
AP-related business not meeting the target include the
occurrence of unprofitable projects in addition to the rising
cost of raw materials, which affected it more significantly
than the other businesses. We have been reflecting
the rise in prices of raw materials in the quotation from
the beginning of FY 2021, but their contribution to the
financial performance was limited. We also carried out
salary revision (a uniform increase of 30,000 yen for union
members) as part of investment in human resources.

While our domestic share in AP is high at about 70%, we
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were unable to show any overwhelming superiority with
our comprehensive ability including product and service.
It triggered a price war with competitors, which is a point
of introspection. Given this experience, we established
a specialized organization for marketing on January 1
this year. We will work on improving product service
by enhancing the study of customer requirements and
products of competitors. Besides these, the restrictions
on movement due to the COVID-19 pandemic affected
the overseas and new business fields, and we had a plant
shutdown (about two months) in China around the time the
COVID-19 pandemic started in 2020 as well as the lockdown
in Shanghai (about two months) in 2022, and a seven-month
delay in the completion of the manufacturing base of the
Thai subsidiary due to travel restrictions. Furthermore, the
fact that we advanced the schedule of decarbonization-
related development, aiming for full-fledged response to CN,

was also a factor behind the increase in expenses.

Among these issues, some no longer have any impact
and some have already been addressed. However, the
upfront investment for responding to CN will continue
for a while. Schedules were changed due to many factors

VALUE CREATION VISIONS & STORIES

and we had to make investments upfront, but we plan to
promote the medium- to long-term management goals
without changing them. Going forward, we will not only
strengthen the body, which has become large, but also
the internal organs (see p. 23).

Session 3. Strategy related to the 2030 Vision and the new Medium-Term Management Plan

The Group formulated the 2030 Vision as “The top
manufacturer of plant facilities and environmental
products underpinned by advanced technology
and customers’ management partner through
operation and maintenance service,” with net sales
target of 60.0 billion yen and operating income
target of 6.0 billion yen. Please elaborate on your
recognition of the business environment in the
new medium-term plan and the strategy there.

First of all, regarding business environment recognition,
there is a time lag in the AP-related business in
passing on the steep rise in cost caused by the
increase in prices of crude oil and other materials to
road pavement companies, who are our customers,
and we are seeing negative impact on the financial
results as well as suppression and postponement of
capital investment. In our case, there is also the rise
in prices of supplies and prolongation of the delivery
period, so, in addition to actively maintaining stock,
we are addressing this by seeking the customers’
understanding regarding a leveling of the delivery time
and the passing of increased costs to the selling prices.
At the same time, our guess is that capital investment
by the road pavement companies will be sluggish not
only in FY 2022 but also in FY 2023. In the case of BP,
the ready-mix concrete industry as a whole is pushing
cost pass-through on to the products and there is
no sense of deceleration in inquiries at present. We
therefore feel that capital investment will stay strong
(see pp. 39, 41).

Nikko has a 70% market share in the domestic AP

Nikko NilKhosol Co., Ltd. in Thailand — n"

market, and it also has a top market share of more
than 40% in the BP market.

The construction of the new plant in Thailand was
delayed due to the COVID-19 pandemic, but we
held the opening ceremony in March 2022 and the
plant has started full-fledged operations. Nikko’s
used machines have the top share in the AP market
in Thailand, with more than 250 units in operation
currently. We have officially concluded a distributor
agreement with TIPCO, the top supplier of asphalt
raw materials in Thailand, and we will capture without
fail the expected replacement demand for the ageing
used AP machines manufactured by Nikko, aiming for
early business expansion. We are receiving inquiries
primarily for parts in business negotiations aimed
at Russia, but since its invasion of Ukraine we have
stopped business negotiations. We cannot predict
when the invasion will end, but we hope to contribute
to Ukraine’s recovery through AP and BP (see p. 29).
There is steady investment in roads in China on the
back of measures stimulating internal demand, and
Nikko Shanghai’s work volume is also increasing. The
work volume has more or less doubled compared to five
years ago. The level of technology also has improved,
with recycling and other technologies at almost the
same level as Japan’s. Our policy, even now with the
robust AP market, is to handle the increase in demand
through outsourcing without expanding the production
facility of Nikko Shanghai’s own factory. Labor cost
in China also has more or less doubled compared to
10 years ago. At the same time, China faces medium-
to long-term risks such as the worsening of US-China
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relations and the Taiwan issue. Though our strategy
differs from the major competitors in Europe in the AP
business and pursuing expansion of local plants, we will
carry out management taking the risks into account.
The technological level of local Chinese competitors is
also improving, and there is a possibility of a change
in the current composition where three companies
(two European companies and Nikko) compete in the
high-end market. The markets other than the high-end
market, though they enjoy high volume, have high credit
risk, and there is no change to our policy of not entering
these markets.

In new businesses, mobile crushers of the mobile
plant (MP) business had great success, and Nikko is
continuing to expand its market share. Cumulative
units sold have exceeded 110 units, and when
counting smaller models, we are looking at annual
sales of 40 units. In the medium term, we expect an
increase in parts sales, which is a stock business, and
therefore we will be pursuing enhancing parts stock
and establishing a service structure (see p. 30).

In the 2030 Vision, the Company has revised
upward its net sales target from 50.0 billion
yen to 60.0 billion yen. Please explain the
background and the important points to
achieve that target.

When we drafted the previous Medium-Term
Management Plan in 2019, the 2030 Vision was
closer to a concept. As time passed, management
consultants also got involved as we promoted a
business administration project to prepare a more
accurate medium-term management plan. As a result
of that, and based on the performance for the three-
year period, we revised upward the 50.0 billion yen
net sales target for FY 2030 we set forth in 2019 to
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60.0 billion yen. At the same time, we brought forward
the 50.0 billion yen target by six years to FY 2024, the
final year of the current medium-term plan (see p. 5).
We were able to carry out capital investment for future
growth in the previous medium-term plan, led by
manufacturing capital. While we will continue to make
high level investments in the future, in the current
medium-term plan our focus will be on enhancing human
capital by increasing the personnel count and improving
their skills. We are planning to increase the employee
count by 145 for Nikko on a non-consolidated basis
in the current medium-term plan period (against an
increase of 69 during the previous plan period). Of this,
59 people will be AP-related and 20 will be BP-related,
and we will also increase the number of development and
mobile plant employees. We will also more than double
the investment in R&D, which is intellectual capital, to
2.53 billion yen (1.19 billion yen in the previous medium-
term plan). This will include not only the development of
new environment-friendly products, but also support for
remote operations and automation, system development,
and IT investment. In capital investment, we are
also considering a structure that will bring together
cooperating companies, with Nikko at the center, to
prepare for future supply chain risks (see p. 25).

| believe that it will be necessary to review the
functioning of the head office plant in the near
future. For example, by collaborating with overseas
manufacturing subsidiaries and cooperating
companies, the head office plant can primarily be
involved in assembly, among other scenarios.

By business, we are anticipating an improvement in the
profitability of the AP-related business and growth in
the other business, which includes Ube Kohki, which
has been made a subsidiary, as well as new businesses.
Domestic AP-related business will leverage its high
technological capabilities as the top manufacturer
to ensure decarbonization, remote operations and

iThelnew/medium-term plan is the phase to
makelinternal investment for 2030. We will
thenmoye, on to the business expansion
starting from FY 2025.

@® Three systems of education and training

VALUE CREATION VISIONS & STORIES

Position-based training
(Ability development training corresponding to position)

New hire training
New manager training
Training according to year of joining company
Training based on personnel evaluation feedback
Career design training

&

Objective-based training

(Learning opportunities and assistance
programs aimed at improving specific skills)

Support program for acquiring special
skills, IT certifications
Support program for gaining language skills
(TOEIC score improvement; target score: 820)
(In-house English language class, online English
learning, external English language schools)

b N

Autonomous and elective training
(Face-to-face, online seminars)

(Course details)

Business IT skills (macro, programming)
Business writing
Communication skills
People management skills
Presentation skills
Accounting, tax
Self-coaching

Amount invested in personnel training and training hours (total for FY 2021):

¥12,847,000 and 3,204 hours (only for major programs)

automation technology to provide plant operation
support to customers more than ever. Also, as the top
manufacturer in Japan, the BP-related business has in
sight to acquire the domestic dynamic share of 50%,
and will carry out the comprehensive management of
ready-mix concrete plants and product development to
meet the high quality requirement of pre-cast concrete
plants (see pp. 39, 41).

The key to the AP and BP strategy is the reformation
of the maintenance service business, and in addition
to streamlining the current operations, we will pursue
the spread of subscription and other new services. Net
sales of the maintenance service business for FY 2024
are planned to be 13.0 billion yen, which is more or less
the same as those of FY 2021, but we aim to improve
profitability. Maintenance service will be considered as
asset management (management of customer assets
with prevention and maintenance at its core), and we
will rebuild (segmentation, division of labor, and integration)
the service business structure by carrying out remote
maintenance with smaller numbers of people or without
people. The reason why the net sales of the maintenance
service business are flat is because we are placing
importance on pursuing profitability by proceeding with
improving the constitution within operational reform. It will
be necessary to make significant changes to the division
of roles of the business in these three years (see p. 28).
This medium-term plan is positioned as the internal
investment phase to achieve the 2030 Vision. On
top of having significant increases led by human and
intellectual capital, we are also going ahead with the

establishment of systems, processes, and precision
such as the spread of new services and system
development, with also a focus towards 2030.

Regarding the utilization of management
capital for raising the ability to generate
cash flows in the future, which management
capital does the Group lack upon achieving
2030 Vision, and how do you plan to
strengthen that?

For achieving the 2030 Vision, it is imperative that we
bolster and utilize human capital, which is the management
capital that we lack the most. There are various ways to do
that such as securing diversity, and raising the employees’
skills and is not just limited to increasing hiring. So, first
of all we have to think of how we will leverage the current
employees to strengthen such. We also need to develop
more women-friendly workplaces. We are currently
reviewing our personnel system including these factors, and
plan to enact it on April T, 2023. The new personnel system
carries out evaluations based on the level of performance,
and if that mechanism is implemented further, it will raise
the motivation of talented employees, which is expected
to strengthen human capital. We are breaking away from
the seniority system, and we will also allow employees to
skip grades (job position). We will also review the existing
old-style allowance system, link it with the new personnel
system and distribute that capital to where it will lead to
the Company’s growth. We are also considering diverse
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workstyles such as side job and second job system as well
as an open recruitment system (see pp. 35, 65).

To be specific, we are lacking human capital the most
in the maintenance service business.

The workload is high here, and since it also accounts for
the highest share in net sales of Nikko Group, this is the
most important challenge in achieving 2030 Vision. To that
end, we need to change the business from a maintenance
service to one where we manage the customers’ assets.
We are aiming for a win-win system where we not only
respond to the emergency repair demands of customers
but also offer customers a steady operation of plants,
while we earn asset management revenue. For that
purpose, we will build a business model that will level the
maintenance service business work.

This also requires streamlining operations. The operations
carried out by the maintenance staff not only require the
knowledge of machinery and maintenance techniques,
but also negotiations skills and spontaneity. On top of
these, it involves numerous management items such as
safety, process, credit, ordering, billing, and sales, and
it will take more than 20 years to gain proficiency in all
operations. We hope to also get some outside help and
develop an outstanding system to streamline operations.
Also, instead of recruiting maintenance staff, if can we hire
a staff for system and data management, it will provide
immediate firepower. We will restore the maintenance
service business from its overflowing condition right now
to what it should be, and set the net sales target for the
business at 13.0 billion yen in the new medium-term plan.
Along with modifying the harsh business details, we will
also pursue streamlining by carrying out segmentation
and reconstruction of the contents, after taking into
consideration the operation’s specialization. Through this
we can expect to utilize and strengthen human capital.
We have been blessed with high sales in the maintenance
service business. Going forward, we will be focusing on
data analysis, loT, and DX, by combining the utilization of
intellectual capital of IT and sensors along with human
capital (see p. 61).

We also need to strengthen intellectual capital. Though
we have installed development and testing devices
inside the company, it is not possible to recreate the
field experience inside a company. We hope Nikko will
get an opportunity to make investments and operate
the plant along with its customers. That is because the
situation is different between the testing device and
the site. Gaining actual experience in plant operation
would enable the development of better plants, and the

staff will be able to carry out plant management while
being an engineer. Furthermore, we hope to be able to
carry out development along with customers as equal
partners at the business level (see p. 36).

What are the important ESG issues for improving
sustainability? What kind of strategies and figures
do you have in mind regarding environment (E)
including realization of CN? Please explain along
with the sustainability initiatives in governance (G).

We have listed CN-related initiatives for the environment
(E). We have presented our decarbonization road map for
asphalt mixture plants towards 2050 to customers. Nikko
aims to achieve 4.0 billion yen in net sales of decarbonization-
related products in FY 2030 (1.2 billion yen in the FY 2022
plan). Environment has not only AP- and BP-related themes
but also company-wide themes, and we will also focus on the
environmental recycling business, which is a new field. The
target is urban mines. We consider recycling equipment for
waste consumer electronics, construction waste, and waste
materials generated at each manufacturing factory as a pillar
of our business. In recycling construction waste materials,
major business opportunities exist for treatment systems for
plasterboards, soil contamination, and waste soil from dredging,
and this is a field where we can contribute to society. We will
expand our track record of recycling system for batteries, which
are going to increase as we go forward. Maekawa Kogyosho, a
subsidiary, has received requests for processing solar panels,
and we also expect demand for recycling processing in the
future. Nevertheless, cross-business initiatives are necessary for
environmental recycling and we need to rebuild the teams that
are working on it (see pp. 49, 51).

In governance (G), we established the Nomination and
Remuneration Committee after announcing that we
would list our shares on the Prime Market of Tokyo
Stock Exchange. As for the composition of the board
of directors, it has four outside directors including
one female director, which satisfies the new Corporate
Governance Code. We need to build a board structure
and acquire the skills that are suitable for improving
medium- to long-term business sustainability. Until
now, there were times where | felt that the agenda
items were adopted depending on the sensitivities
of the times. In the future, however, we will need
effectiveness of governance adapted to sustainability.
It is also important to work on nurturing directors and
officers’ successors, including the president (see p. 73).

Session 4. Stakeholder engagement-related initiatives

In order to achieve the 2030 Vision and
raise the corporate value, it is necessary
to win the trust of the stakeholders by
cooperating with them. What kind of
engagement do you think is necessary in
the future for this?
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Nikko’s corporate philosophy has been customer first
over a long period of time. To solve social issues, it
is necessary to build a relationship of trust through
repeated engagement with the stakeholders, including
customers, and share the same goal (interest) with
them. Going forward, it is also important that we

connect in fields that go beyond existing boundaries.
In terms of engagement with employees, we need
to create opportunities for female employees to
participate actively, which has been an issue, and
make progress in diversity and inclusion so as to
solve matters that are likely to grow into issues in
the future. On April 1, 2022, we uniformly raised the
salary of employees, and along with the new personnel
system to be introduced in the next fiscal year, we will
also aim to instill our corporate identity.

We would like to discuss our initiatives for achieving
growth with our shareholders and investors by
engaging with them through business results
briefings, individual meetings and other means,
while offering shareholder benefits and conducting
questionnaire surveys by keeping in mind the payout
ratio (dividends) they expect from us.

We will drive forward collaboration with customers
and suppliers by working together on new challenges
(joint development) and identifying themes that will
lead to a mutual work style reform.

We would like to step up to a phase that is different
from where we are at the moment by incorporating
the viewpoints of sales and technology in the
conversation (see p. 67).

Finally, please give us a message including
a review of your tenure from the time
you were appointed president to the
present, as well as the corporate value
that you consider important, and your
responsibilities being in top management.

| took office as president on April 1, 2019, the same
year that Nikko marked its 100th anniversary. At that
time, we built the Techno Center on the west side of the

We\will aim for the
same goal as our
stakehglders in

—

——

ord.e:r to improve our
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head office building and consolidated our technology
divisions there. That building is now running at full
capacity as the number of engineers increased.

As the scale of our business grew, our impact
(contribution) to society also increased, magnifying
our corporate responsibility and raison d’étre. In
recent years, our employees have also started feeling
the growth of the company, and we will aim for 60.0
billion yen in net sales in 2030 with the 40.0 billion
yen as a waypoint. If the scale of the company grows
further, the number of Nikko Group employees is also
expected to grow significantly from the current 1,300.
The most important matter upon considering
corporate value, | believe, is continuity and it is my
role to take that responsibility. Nikko is not an owner-
operated company and the term of office of the
president is also fixed to a certain extent, and it is my
duty to create a mechanism for continued growth
during this period. | would like to ensure a passing of
the baton on to the next chief executive so that the
company continues to move in the growth trajectory.
It is necessary to also improve the earning power to
raise the corporate value in capital markets. Rather
than simply increasing the volume of existing business,
what is important here is operational reforms. For
example, we need operational reforms that lead to the
enhancement of earning power such as next-generation
preventative and predictive maintenance services
through asset management and developing designs that
are convenient for maintenance and manufacturing. In
operational reforms, we would like to offer valuations
that are satisfactory to the employees by accepting
higher costs when it is necessary (see p. 21).

We look forward to the continuous support from our
stakeholders. We will strive to deliver management
that lives up to their expectations.
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Target Economy, Social and Environmental Value

Operating margin of Nikko (graph)

[Operating margin (%)] 10.0(e)
In its 2030 Vision, Nikko Group aims to achieve 60.0 billion yen in net sales and 6.0 billion yen in operating o
income (operating margin of 10.0%) in terms of economic value by expanding service business while maintaining
and strengthening the Nikko brand, symbolized by its technical prowess and product appeal as a manufacturer.
Further, of the four material matters related to social and environmental values, it lists; “realization of carbon
neutrality” and “establishment of a recycling-oriented society,” which are related to environmental value, and
“human resource development and improving job satisfaction,” which is related to social value. The Group aims 60
to improve its corporate value by simultaneously raising economic value and social and environmental values.

8.0

Image of corporate value improvement from FY 2021 to FY 2030

The Nikko Group created a graph illustrating how it
will raise its corporate value from FY 2021 (results)
to FY 2030. The Group positions the period of the
current Medium-Term Management Plan till FY 2024
as a phase for internal and upfront investment
for business transformation and scale expansion
leveraging Nikko’s technology. It positions the period
after that as a phase for business expansion in terms
of both social and environmental values.

The Group expects operating margin, which is a
KPI of economic value and was 5.3% in FY 2021

(results), of 6.0% in FY 2024 and forecasted to be
10.0% in FY 2030. At the same time, net sales of
carbon neutrality-related products, which are KPls
of environmental value were almost 0.5 billion yen in
FY 2021 (results) and are expected to be 1.2 to 1.3
billion yen in FY 2022-2024, almost 2.0 billion yen
in FY 2025-2027, and about 4.0 billion yen in FY
2028-2030. The Group aims to achieve 50.0 billion
yen in market cap, which is a KPI for corporate
value, as of the end of FY 2030 (24.3 billion yen as
of the end of FY 2021).

Image of corporate value improvement towards FY 2030

>

Economic value KPI

Operating margin

FY 2021: 5.3%
FY 2024: 6.0%
FY 2030: 10.0%

Environmental value KPI

Net sales of CN-related products

FY 2021: 0.5 billion yen
FY 2025: 2.0 billion yen
FY 2028 onwards: 4.0 billion yen

Corporate value KPI

S8N|BA [B1USLUUOIIAUS PUE [B100S

Market cap
FY 2021: 24.3 billion yen
FY 2030: 50.0 billion yen

Note: The area of the circle
represents market cap

. L4
Economic values

Economic value - operating margin

Looking at the operating margin of Nikko Group
over the long term, it was low and trending within a
narrow range of 0 to 2% until FY 2011, but since FY
2012, it has been in the range of 4 to 6% in general.
However, the topline continued to expand steadily and
net sales have grown from 27.1 billion yen in FY 2012
to a record 38.8 billion yen in FY 2021, even though
growth in operating margin appeared sluggish.

The cause for the slackened growth in operating
margin in the recent several years lies in the slow
growth in profitability of the mainstay AP-related
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business. In the previous Medium-Term Management
Plan, operating margin of the AP-related business
was 6.4% in FY 2019, 6.4% in FY 2020, and 3.1%
in FY 2021. Profitability of the AP-related business
has been affected by factors such as recording
sales on strategic order projects anticipating future
maintenance revenues and cost increases especially
in FY 2021 due to soaring steel and supply prices.

In the current medium-term plan, the Group expects
gradual recovery in the AP-related business of 4.3% in
FY 2022, 7.0% in FY 2023, and 7.0% in FY 2024.

2012 2013 2014 2015 2016 2017 2018

s
2019 2020 2021 2022 2024 2030 o8l
(FY 2012-2021 results; FY 2022, 2024, 2030 estimates)

Social and environmental values - net sales of carbon neutrality-related products

Nikko Group combines seven technologies for
developing products to achieve carbon neutrality: 1)
fuel transition, 2) warm mix, 3) transformation of the
material storage system, 4) reform of the plant system,
5) CCU, 6) transformation of the mixture delivery
system, and 7) electrification. In FY 2021, most of
the net sales of carbon neutrality-related products,

which is a KPI of environmental values, were from fuel
transition and the remaining were from warm mix. In
fuel transition, fuel is expected to be switched from
heavy oil, which emits large volume of COz, to city gas,
natural gas, and biomass fuel for the time being, and will
subsequently switch to ammonia and hydrogen, which
are free of COz emissions (see p. 53).

Net sales target of related products and investment plan (the figures for FY 2021 are results)

['(\fnﬁﬁoiayleif] [ 1) Fuel transition 2) Warm mix 5 4) Reform of the plant system B 6) Transformation of the mixture delivery system
4,500 *Products related to approaches (5) and (7) are expected to record sales from FY 2031 onwards.
4,000 (6) (6) ©)

3,500
3,000 (4 o o
2,500
2,000
1,500 -
1,000
500 1 P o o 1) 1) 1) (1] (1] (1]
U =
2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 (fiscal year)

Corporate value - market cap

Nikko’s share price reached 919 yen (36.8 billion yen in
market cap) at one time partly as announcement of the
capital policy and strengthening information disclosure
in 2019. Also, during the previous medium-term plan
period, Nikko’s market cap trended from 19.25 billion
yen as of the end of FY 2018 to 24.36 billion yen as of
the end of FY 2019, to 29.24 billion yen as of the end
of FY 2020, and to 24.28 billion yen as of the end of
FY 2021, posting satisfactory total shareholder return
(TSR) in general.

Nikko’s market cap

[Market cap (mil. yen)]

50,000 -
40,000
30,000
481 " o
2000007 346 343
L 20297
10,000 13‘503.1,..6,]0 18.609.“‘474.17.005
0
2011 2012 2013 2014 2015 2016

The 50.0 billion yen in estimated market cap as of the
end of FY 2030 is based on an estimated share price
of 1,250 yen (40.0 million shares outstanding). If EPS
for FY 2030 is 105 yen, PER would be almost 12 times.
Looking at PER for the past three years, at its lowest
PER was just below 12 times and almost 18 times at its
highest, with the median being almost 15 times. For this
reason, the expected PER of almost 12 times as of the
end of FY 2030 is considered to be reasonable, in light
of the results from the past three years.

i Sh i
mm Market cap —®— Share price 1,5, [ E(’;gn':ﬁ"ce

=1 1,250
731 T
409 607 — 700
— 600
462 481 50,000 R PS8
—{ 400
24,360 29,240 24,280
18,472 19,256 — 300
0
2017 2018 2019 2020 2021 2030 (fiscal year)

(on a fiscal year basis; end of FY 2012 to end of FY 2021; FY 2030 estimate)
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Medium-Term Management Plan

Review of the previous Medium-Term Management Plan Key Points for Each Segment

In the previous Medium-Term Management Plan (FY 2019-
FY 2021) announced on August 8, 2019, we aimed to

Summary of Previous Medium-Term Management Plan (1) Asphalt Plant (AP)-Related Business: An issue with profits

-Compared with the target net sales for FY 2021 of 20.0

Medium-Term Numerical Plan and Results

-As COVID-19 continued to spread, the overseas business

i i i i Management Plan of the previous il
reallze.h[ghly. trahsparent and vibrant corporgte bgglness befoelificlorevictslolan MedbimzlermiManagementilan ‘(?;,'Qfa”ﬂﬁ‘;”’ billion yen and operating income of 1.9 billion yen (operating expansion with focus on Thailand got delayed in the first
operations with five long-term (10 years) basic policies at (net sdles) Istyear  2nd year 3rdyear | income) . o . . .
, . . : income margin of 9.5%), actual net sales were 18.3 billion yen with two years and we could not fully transfer the soaring steel
the core. The plan’s numerical targets for FY 2021, which 50,000 5%  60% 64% gy P— 7NZ 5,000 L . . . . . ) . .
was the final fiscal year, included net sales of 38.0 billion ——e_ % ——e | 1% - 5 operating income of 0.562 billion yen (operating margin of price onto selling price as the delivery time of procured
- ’ o - ; 3.1%). All three items fell short of the targets. arts became longer.
y?n_} gtp;(;ratmg income ?fge)].obkﬂ]”lon yen (operating r?agglg 40,000 . S T T 4,000 6) g p g
of 7.9%), net income of 2.1 billion yen, net assets o ) um = 'm |} Batcher Plant (BP)-Related Business: Cleared all three targets
billion yen, ROE of 6.5%, and dividend per share before the 30,000 ‘= 3000 3,000 , ©F) . . N 0 , .
stock split of 160 yen (payout ratio of 60.9%). . 2 . -Compared with the net sales target for FY 2021 of 9.4 billion of 10.4%), exceeding the targets by large margins.
However, we could not achieve the numerical targets 20.000 | Il1o RS 7 W ' 25 5 000 yen and operating income target of 0.893 billion yen (operating -In addition to the impact of the revenue increase supported
other than those for net sales (record high) and payout ' e ' margin target of 9.5%), actual net sales came to 10.8 billion yen by strong replacement demand, planned production and cost
ratio due to worsening external environment such as the 10,000 1,000 and operating income was 1.123 billion yen (operating margin reduction were successful,
global COVID-19 pandemic and soaring prices of various . . - o . .
raw materials and logistics costs as well as internal . . Environment- and Conveyor-Related Business: Secured almost 20% in operating margin

factors of active capital investment and R&D efforts.
Nevertheless, we made more-than-anticipated progress in
employees’ workstyle reform, improvement in the workplace
environment, development of products for decarbonization,
and strengthening of the fixed-rate maintenance service
business by leveraging DX.

2016 2017 2018 Medium-

2019 Medium- 2020  Medium- 2021

termplan (results) termplan  (results) term plan (results)

Tst year plan

. Net sales

2nd year plan 3rd year plan

Operating income .Operating margin

Review of the Long-term (10-year) Basic Policy, looking into the future, for the period of the previous medium-term plan

Previous Medium-Term Management Plan

Previous Medium-Term Management Plan FY 2019 (1st year) results FY 2020 (2nd year) results FY 2021 (3rd year) results

n Strengthen revenue

base in Japan Operating margin in Japan

Operating margin in Japan

Operating margin in Japan

Improve profitability (10% in
operating margin) by boosting
product appeal by raising the
level of all divisions of sales,
service, engineering, and

FY 2018: 4.5% =pFY 2019: 6,0%

manufacturing.
Establish overseas  Overseas net sales:
sales 4.39 billion yen

As a manufacturer, establish new
overseas bases to spread Nikko
products, which are the best in the
world, in the ASEAN region (doubling
overseas net sales to 9.0 billion yen
from the current 4.5 billion yen).

Promote new
businesses (M&A)

Invest management resources in
expansion of new businesses and
nurture products that will become new
pillars of the industrial and construction
machinery fields (generating 10.0 billion
yen in net sales from new businesses).

CY Put work-style
reform into practice

Improve operation efficiency and
significantly raise labor productivity
(centralization of office work and
utilization of loT and Al).

Make ROE a KPI

Aim to achieve a market
capitalization of at least 50.0 billion
yen and ROE of at least 8%. Aim
for a dividend payout ratio of 60%
or higher and enhance returns to
shareholders.
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Feb. 2020: Established Nikko
Asia(Thailand)Co.,Ltd. an AP sales
and maintenance company

Mobile plant business
FY 2018: 90 million yen

= ry 2019: 500 million yen
Waterproof board

FY 2018: 210 million yen
=y 2019: 810 million yen

@Enhanced web conferencing system to
swiftly share information without being
bound by time or location

@ldentified problems in telecommuting and
dispersed operating system.

@Introduced production facilities employing
new technologies to improve productivity
dramatically (fiber laser, etc.).

Market cap gng of Fy 2018:
19.25 billion yen =) End of FY 2019:

24.36 billion yen

ROE End of FY 2018: 4.4%

=) End of FY 2019: §.29%
FY 2019 payout ratio: 97.6%

FY 2019: 6.0% =pFY 2020: 6,5%

Overseas net sales:

3.73 billion yen

(Sales declined due to the impact of
COVID-19)

Oct. 2020: Started full-fledged operation
of Nikko Asia (Thailand)Co.,Ltd.
Received orders for two APs

Mobile plant business

FY 2020: 1,070 million yen
Waterproof board

Fy 2020: 900 million yen

@Continuing with the FY 2019 initiatives.

@Remote maintenance contract rate:
Jan-end 2020: 46% -> Aug.-end 2020:
67% -> May-end 2021: 73.8%

@Created materials and movies for webinar
training, etc. (30 videos have been shot
for the maintenance division)

Market cap gng of Fy 2020:
29.24 billion yen

ROE End of FY 2020: 6.8%

FY 2020 payout ratio: 60.5%
Completed acquisition of treasury stock

on Sep. 17 (Acquired 616,700 shares
in treasury stock for ¥399,960,700)

FY 2020: 6.5% =pFY 2021: §,.3%

Overseas net sales:

4.74 billion yen (estimate)
Signed an agent agreement with
TIPCO, the manufacturer with the
top asphalt sales in Thailand

The Thailand factory was
completed in FY 2021.

Mobile plant business

Fy 2021: 1,440 million yen
(estimate)

Waterproof board

Fy 2021: 1,010 million yen

(estimate)
M&A March 1: M&A of Ube Kohki

@Continuing with the FY 2019 initiatives.

@Remote maintenance contract rate:
76_] % as of the end of March 2022

@Received orders for 13 flat-rate
maintenance service contracts.

Market cap gng of Fy 2021:

24.28 billion yen

ROE End of FY 2021: §.2%
FY 2021 payout ratio: §9.5%

-Compared with the net sales target for FY 2021 of 3.4
billion yen and operating income target of 0.578 billion yen
(operating margin target of 17.0%), actual net sales were 3.0
billion yen and operating income 0.587 billion yen (operating
margin of 19.5%). Net sales were short of the plan but the
profit came in line with the plan. Operating margin has reached

Other Related Business: Posted stable profits

-Compared with the net sales target for FY 2021 of 5.2
billion yen and operating income target of 0.679 billion yen
(operating margin target of 17.2%), actual net sales totaled
6.7 billion yen and operating income 1.073 billion yen
(operating margin of 16.1%). In FY 2021, both revenue and
profit declined compared with the previous year, even as

a level close to 20%.

-Sales were lower than the target, as we could not sufficiently
carry out route sales activities for the conveyor business due
to the impact of COVID-19 and as some customers postponed
their plans. Nevertheless, the business achieved the profit
target, as the effect of product price increases contributed.

the business exceeded the medium-plan targets for both
net income and operating income.

-In addition to steady expansion in sales of mobile plants,
which is a new business, the impact of the large sales
increase in sales of waterproof boards also contributed to
stable earnings.

Summary of Previous Medium-Term Management Plan (2) Trends in sales and operating income by business division

(net sales) AP—ReIated Business (operating income)
30,000 6,000

83% 9.0% 9.5%
o\s..t.z 6.4%
25,000 3.1% 5,000
20,000
20,000 | 14 70y - 19,000 19.467 18328 4,000
15,000 3,000
10,000 1,900 2,000
1570 1,710
1.118 1.239
5,000 1,000
562
0
2019 plan 2019 (results) 2020 plan 2020 (results) 2021 plan 2021 (results)
Envi t- and Ci Related Busi I et sles
10000 o0
2.3, 2021 195
17.2% 17.0% 17.0% -
./‘ ./° % __—e 2000
7,500
1,500
5,000
1,000
2,900 263 3,200 i 3,018
2,500 : 562 n 2,390 578 587
500 482 500

0
2019 plan 2019 (results)

0
2020 plan 2020 (results) 2021 plan 2021 (results)

BP-Related Business (million yen)

30,000 6,000

25,000 957 9 2//10.!% 5 000

. 9.0% 3% b )
8.1% 8.3% ¥ e
——@
20,000 4,000
15,000 3,000
10,839
10,000 | 9,200 9,158 9,300 9.212 9,400 2,000
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5.000 750 761 9,158 879 893 1,000

Operating incot

me .Operating margin

2019 plan 2019 (results)

2020 plan 2020 (results)

0
2021 plan 2021 (results)

10,000 2,500
17.5% 7.2 17.2% 1611
7,500 mM mM R 2,000
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Overview of the new Medium-Term Management Plan (FY 2022-FY 2024)

On March 29, 2022, Nikko Group announced the 2030 Vision
(the top manufacturer of plant facilities and environmental
products underpinned by advanced technology and customers’
management partner through operation and maintenance
service), which details what it aspires to be in 2030, as well as
the new three-year Medium-Term Management Plan (FY 2022-
FY 2024) starting FY 2022. The Group positioned the new
medium-term plan period as the internal investment phase
for building structures, processes, and systems towards the
realization of the 2030 Vision and plans to actively make
investment for market introduction of new products and
services and strengthening the organizational capability required
for achieving goals. Numerical goals were set forth reflecting the
issues and introspection regarding the previous medium-term

Growth investment

m Investment (three years)

plan, and the Group aims for 50.0 billion yen in consolidated net
sales, 3.0 billion yen in operating income (operating margin of
6.0%), and a payout ratio of 60% or higher.

Furthermore, it positioned the period from 2025 to 2030 as
the business expansion phase with improved profitability in
which the Group expects to succeed in full-fledged sales of
environmentally friendly products for decarbonization, business
area expansion into the ASEAN region, actualizing the impact
of introduction of technologies such as automation and remote
operations, and review of production process. In the 2030
Vision, the Group aims to achieve consolidated net sales of 60.0
billion yen and operating income of 6.0 billion yen (operating
margin of 10%) as well as 50.0 billion yen in market cap, which is
part of the Long-term Basic Policy.

Medium-term plan numerical targets by segment

VALUE CREATION VISIONS & STORIES

Asphalt Plant (AP)-Related Business: Aiming to improve operating margin

-Net sales target for FY 2024 of 23.0 billion yen and operating
income target of 1.6 billion yen (operating margin target of

7.0%).

recovery at overseas subsidiaries.

Batcher Plant (BP)-Related Business: Expecting steady business performance

-Net sales target for FY 2024 of 10.8 billion yen and operating
income target of 1.05 billion yen (operating margin target of

9.7%).

such as development of decarbonization products.

Environment- and Conveyor-Related Business: To maintain operating margin at 20% level

-Net sales target for FY 2024 of 2.7 billion yen and operating
income target of 0.558 billion yen (operating margin target

of 20.4%).

Other Related Business: Aiming to secure stable operating income

-We plan to restore operating margin to the 7% level through
growth of environmentally friendly products and profit

-We expect the prices in the market to remain high. We will
maintain the market share and focus on growth investment

-We will prioritize securing high profitability even as we
anticipate both sales and operating income to remain
roughly unchanged.

Addition of 145 @®AP-related business field @Development 12 —Net sales target for FY 2924 of 135 bllllgn yen aqd operating -While we anticipate g nggatlve impact fro‘m imported products
Staff .].' & emblovees at parent @®BP-related business field 20 ®Mobile plants 11 income target of 1.3 billion yen (operating margin target of due tq thg depreciation of yen, we aim to secure stable
remforcement NT(i ¥ 6;) paren @Environment- and conveyor-related field 12 ©0ther 25 9.6%). operating income from sales expansion and other means.
ikko (up
JOVEREEES 6 Sales and operating income plan
L A 3 . . - (operating
$AFrrelated busiess fied T T A et sk iy romd
R&D ;5) @ 253 billion yen @BP-related business field mQperation support center MProduct

improvement mSystem development

, 6.0% ,
4% = 48% A - 45% /o———o\.\ o .
- X 9 9 - 5u 000
. 50,000 20% 22% 58% 6.1% 5.3% 48,000 5,000
@Environment- and conveyor-related field ®Product development ®EC and other IT

42,000
investment 40,000 - 37866 38.846 4,000
@Overseas mDevelopment of standard model L
30000 L 2 2800 30001 3,000
: L28) o 2103 2,053 S 2053
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*The figures in parentheses denote figures during the previous Medium-Term Management Plan. 470
L e s B0

5 " = 0 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 plan 2023 plan 2024 plan
| Previous Medium-Term Management Plan New Medium-Term Management Plan [ Net sales 17 Operating income @ Operating margin
FY 2019 results | FY 2020 results | FY 2021 results FY 2022 plan FY 2023 plan FY 2024 plan

expenses (1.19 billion yen)

Capital fq N

investment

6.0 billion yen
(6.3 billion yen)

Shareholder returns

Sales 35,151 37,866 38,846 42,000 48,000 50,000 Sales and operating income plan by business
Operating income 2,053 2,302 2,053 1,700 2,800 3,000 et sales) tmiHiont_yen_) )
Net income attributable net sales, operating income;
to owners of parent 1,588 2,082 1,649 1,200 1,900 2,100 30,000 » » - - 6,000 30,000 6,000
Dividend per share - :

40 33 30 30 30 35 25,000 n 43 | ' 5,000 25,000 % 5,000

(yen) 3 1% 23,000 23,000 U v 104% 001 71 071
Total dividend 1,550 1,260 1,146 1,144 1,144 1,334 20000 . [ 18328 4000 20000 o— - " T 14,000

Dividend payout ratio 97.6% 60.5% 69.5% 95.6% 60.2% 63.5% 15 000
Net assets 30,293 31,451 32,050 32,106 33,262 34,028 ' 3,000 15,000 T T
ROE 5.2% 6.8% 5.2% 3.7% 5.7% 6.2% 10,000 2,000 10,000 % 9.212 e 2,000
New Medium-Term M PI 5,000 m 1,000 " 879 1123 1,050 1050 1050
ew Medium-Term Management Plan .. .. s s 5,000
: %2% Dividend payout ratio is ' 1,000
. .
5.7% to be Se'f at 0 2010 2020 2021 2022 2023 2024 0 0 o019 2020 2021 2022 2023 2024 0
3.7% 100% 60% OI' hlgher . Net sales | Operating income .Operating margin
" also for the current

medium-term plan. 10,000 3,000 20,000 175 172% it 4,500
, 17,500 4,000

02% 4% | 2,500 ' 10.7% 9.6
7,500 ‘\ww 15,000 ~ 13,500 3900
9 2,000 : 3,000
S0 yen 50% 100th anniversary dividend ' 12,500 . 2500
[ Year-end dividend 5,000 1,500 10,000 2:000

o 7,500 679 8,660
ﬂ E E I Interim dividend 2509 L% 0 3,018 | 250 2700 1,000 6 000 a0 70 - 1,500
0yen 0% ——@— Dividend payout ratio ' % 482 500 500 50 500 2'500 ;;30000
2019 2020 2021 2022 plan 2023 plan 2024 plan —@— ROE ’
0 0 0
*The Company carried out a one-to-five split of shares in its common stock effective October 1, 2019, and the amount of dividends have been adjusted to the value after the split. 2019 2020 2021 2022 2023 2024 2019 2020 2021 2022 2023 2024
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Story for achieving the Medium-Term Management Plan

The new three-year Medium-Term Management Plan is
positioned as the internal investment phase for achieving the
numerical targets of 2030 Vision. The Group’s basic policy is
to make active investment for strengthening organizational
structure while working on 1) business transformation

(strengthening of operation and maintenance services at the AP-
related business and BP-related business in Japan) and 2) scale
expansion leveraging Nikko’s technology (lateral deployment of
products and markets at the overseas AP-related business and
environment- and conveyor-related business).

2030 Vision B We will expand the service business while maintaining and strengthening Nikko brand,
symbolized by our technical prowess and product appeal as a manufacturer, to achieve net

sales of 60.0 billion yen and operating income of 6.0 billion yen in 2030.

Nikko Group
The top manufacturer of plant facilities and environmental products underpinned by advanced technology and

customers’ management partner through operation and maintenance service
Consolidated net sales of 60.0 billion yen and operating income of 6.0 billion yen in 2030

Business transformation
(strengthening of operation and maintenance services)
| |

Scale expansion leveraging Nikko's technology
(Iateral deployment of products and markets)
| |

Asphalt Plant-Related Concrete Plant-Related
Business in Japan Business

The top manufacturer, who is a cut

A management partner who leverages above the rest and who implements

the strong product appeal as a plant

comprehensive management of ready-
mixed concrete plants, while being an
environmentally friendly manufacturer

manufacturer and supports plant
operations at customers.

71 Support of decarbonization Comprehensive concrete
71 Remote operations and automation management system
support Plant support center
Mobile plants
Environmentally friendly products

Overseas Asphalt Plant-Related Environment- and Conveyor-
Business Related Business

A comprehensive belt conveyor
manufacturer with modularization at
its core

Global asphalt plant manufacture

Introduction of EC for small and

light modular-type belt conveyors
Foray into channel conveyor field
Conveyor planning service (CPS)
Overseas expansion

Expansion in ASEAN
1 Global standard products

Basic policies M The Group will make active investment in launch of new products and services for achieving the
business structure reform set down by the 2030 Vision and for enhancement of the organizational

capability required for that at each business.

AP in Develop environmental products by leveraging the top manufacturer’s development capability
Japan Support customers’ plant management as a solutions partner

Implement comprehensive management of ready-mixed concrete plants
Develop products that satisfy the requirements for high quality of precast concrete

VALUE CREATION VISIONS & STORIES

AP-related business in Japan: Full deployment of subscription service for maintenance service

-We will provide more support than ever for customers’
plant operation by leveraging our high technical prowess
as the top manufacturer with approximately 70% market
share in Japan and establishing decarbonization, remote
operations, and automation technology.

-We aim to improve profitability using outstanding
technical prowess and service capability by hiring more
people and strengthening our development of new
environmental-friendly products and systems since
needs for such products are expected to grow in order
to realize carbon neutrality.

II Support for decarbonization

-Development of low-carbon mixture manufacturing system
-Development of combustion technology for decarbonized fuels
-Offering of biomass and gas combustion technology

Remote operations and automation support

-Offering of partially remote shipping system
-Development of remote operations and automation
technologies

-Accumulation of plant operation data based on expansion
of the number of maintenance subscription contracts

Receipt > Receipt

Crushing

*Offering of maintenance subscription service

Pavement

Vehicle dispatch Transport works

M Do ction plan Plant operation
Data composition Operation data

Information Offering of plant
operation information

i

MI i Truck location
IOWQR information

Become a one and only
presence with technical prowess
and service capability!

Feedback to planning . bJ Feedback regarding

Evolution of technology and and development plant operation Customers’

products as a manufacturer, based on customer needs (Present) management partner through service
Nikko D%:arbonization,I Ic:jw calrlgl_on Fuel transition Plants w]itl}; | Stre"r%tlgggg‘g t%ﬁg&;ft‘omer Remote Igggirt:tll:g]r?’ remote

igitization including lo' .A environmental burden L .

g e g Further stability and ’6) Stable operation subscription, etc, Automated plant operation

w = reliance through b P Further stabiity and reliance Ty Al 3
(o) energy saving proposals by on-site MS through predictive maintenance

Green transformation

Digital transformation

(Support for decarbonization)

(Remote operations and automation support)

BP-related business in Japan: To strengthen the plant operation support service for our customers

-We aim to become the number one and environmentally friendly
manufacturer through the comprehensive management of
ready-mixed concrete plants and development of products that
respond to requirements for high quality precast concrete.

-We have secured a 46.5% market share in Japan, which is

the top share. We need to boost our market share to grow
further as the market remains high. We are positioning the new
medium-term plan period as a time for building a structure for
ensuring the top position by far, and will focus on increasing
personnel and development of products.

Overseas Design and launch standard model products that are competitive also in overseas markets
AP Build an organizational structure for expansion in the ASEAN market

Realize short delivery time and low price through further modularization and offer convenience and efficiency
Conveyors that go beyond the boundaries of manufacturers, enabled by engineering conveyor lines
i Improve online service and design structure to build the foundation for delivering new products and services

Business transformation (strengthening of operation and maintenance services):

II Development and deployment

: Comprehensive Standardization of Plant support Mobile Carbon
of in-house control panels concrete management plants service BP Recycle
-Promotion of plant standardization Grasp the status of plant Improve profitability Become a partner that | | Respond with mobile BP | | Product development

through deployment of in-house
developed control panels and
accumulation of customer plant
operation information

-Introduction of customer plant

maintenance and operation
to comprehensively manage
plants

through realization of
short delivery time and
low price

supports plant
maintenance

to remote areas created
through plant
consolidation

addressing customers’
environmental needs

Development and deployment

operation support service of in-house control panels

Plant maintenance operation
Foundation for data collaboration

We aim to become customers’ management partner

Nikko boasts the top market shares in asphalt plants and batcher
plants in Japan. At the same time, the maintenance service business
accounts for 45% of the total net sales of the two businesses. We
aim to secure firm technological advantage by powerfully driving
forward sales expansion of environmentally friendly products and
strengthening of product development. At the same time, we aim
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to become a one and only presence with both technical prowess
and service capability, as we offer measures against on-site labor
shortage by strengthening remote operations and automation
support for operational customer plants as well as support for work
style reform and values such as predictive maintenance through
accumulation and analysis of plant operation data.

Expansion into developing fields o et

-Expand mobile plants into areas
that became unreachable due to
the consolidation of plants
-Product development and
deployment in response to
customers’ environmental needs
such as COz emissions reduction

Expand sales and market share of business

Secure profits and improve maintenance efficiency for with secondary concrete manufacturers and
ready-mixed concrete manufacturers

local general contractors

As an environmentally friendly top manufacturer, we will carry out

a comprehensive management of ready-mixed concrete plants
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Maintenance service: Expand maintenance service subscription and develop structure for overseas

-We aim to become an indispensable management partner for
customers by improving the efficiency of existing operations
through utilization of technology and data and providing support
for the plant operation of our customers.

-The maintenance service accounts for 48% of the net sales of the
AP-related business and 39% of that of the BP-related business.
The AP- and BP-related businesses in Japan will expand sales of
maintenance subscription service and aim to stabilize customer

HImprove efficiency of existing operations

-Promote division of labor and exclusive assignment of
function-based operations and accumulate skills and
knowhow as an organization

-Promote predictive maintenance to standardize operations
HMPrepare to start new services

-Accumulate data and knowhow required for plant operation
service by expanding maintenance subscription service

>
o
5
[
)
o
)
3

BPrepare maintenance structure
-Develop a maintenance structure for local agents and a structure
to remotely support customers for entering new markets
-Promote predictive maintenance to standardize operations
B Acquire revenue opportunities
-Acquire revenue opportunities by leveraging trouble

information and proposal for facility replacement upon
visiting important customers

dV seestano

@&

Support that fully
leverages technology
and data

plant operations, data accumulation, and further strengthening
of customer relations. In the new medium-term plan, we plan to
increase net sales of maintenance service by about 20%.

-The conveyor service accounts for about 3% of net sales of
the environment- and conveyor-related business. In the new
medium-term plan, we aim to build a structure that encompasses
preventative maintenance by developing a swift maintenance
structure in the conveyor business.

HImprove efficiency of existing operations
-Similar to AP in Japan, promote accumulation of skills and
knowhow as an organization and leveling of operations
HEPromote new services
-Contribute to stable operation amid engineer shortage at
customers by expanding maintenance subscription service
-Build relationships with customers and aim to become their
plant operation partner

BEstablish maintenance service structure
-Establish swift maintenance service structure and evolve into
a structure that enables predictive maintenance in the future
BMEarn revenue with maintenance service
-Earn revenue from maintenance services of the conveyor
business through improved efficiency and standardization of
the operations

SJ0A3AUOD

Scale expansion leveraging Nikko's technology (lateral deployment of products and markets): The overseas AP-related business to become the driving force of Nikko in 10 years ——

Business transformation is a qualitative strategy that involves
improvement of profitability. At the same time, the overseas
AP-related business, conveyor business, and mobile plant
business aim to quantitatively expand profits by laterally
deploying successful cases of the existing businesses
and Nikko’s technology. In particular, the overseas AP-
related business, where the Thailand factory started full-

Overseas AP-related business: From being No. 1 in Japan to Asia’s leading company

-In addition to full-scale operation of the Thailand production base,
we aim to build a sales structure in Indonesia and Vietnam.

-For the Chinese business, we plan to raise net sales for FY 2024
to 5.5 billion yen (4.5 billion yen in the previous fiscal year) and
operating income to approx. 0.4 billion yen (breakeven) as an
environment of favorable orders continues and the business also
benefits from the impact of product price revision.

-The Thailand business aims for net sales of about 1.2 billion yen in
the final fiscal year of the medium-term plan (more than 0.1 billion
yen in FY 2022) and posting operating income (approx. 0.3 billion
yen in loss), as its local factory began operations in March 2022
against the backdrop of the robust demand environment.

-In terms of market, there are about 700 estimated units being
operated in Thailand, about 1,000 in Indonesia, and about 500
units in Vietnam. We aim to expand our business into Indonesia and
Vietnam by laterally deploying the successful case study in Thailand.

II Design standard plants for overseas (universal model)

-Launch a marketing team for grasping the needs of each country
-Design a new standard plant with price competitiveness that
corresponds to the needs of the overseas markets by introducing
supplies, etc.
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scale operations, will develop low-priced global models and
position the Thailand factory as the production base for the
ASEAN market while driving forward market development
in Indonesia and Vietnam. The conveyor business will start
expanding the sales of channel conveyors, which have high
unit price, targeting existing customers. The mobile plant
business will promote enhancement of its product lineup.

Develop the structure to foray into new markets

-During the new medium-term plan period, we will newly
enter into the Indonesian and Vietnamese markets
-Enhance production capacity in China and Thailand to
cover the entire area of ASEAN

-Build collaboration structures with local sales agents
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Conveyor business: Enter the stringer conveyor market, which has a large market

-We aim to become a manufacturer that realizes short delivery time and
low price through modularization and offer conveyor lines in a package.
-We will modularize and strengthen the design and manufacturing of our
portable conveyors, which have about 60% market share in Japan and
account for about 80% of the business’s net sales, so as to respond
to customize requirements. We will also aim to expand sales of stringer
conveyors, which are slated for a full-scale launch, based on a strategy
of shortened delivery time through modularization. The stringer
conveyor belt market is estimated to be 6.0 billion yen compared with
the estimated 3.0 billion yen market for portable conveyors.

A comprehensive conveyor manufactu

VALUE CREATION VISIONS & STORIES

II Further modularization of portable conveyors

-We will become customers’ partner, offering speed, cost
competitiveness, and security based on standardization of options.

Package offer of conveyor lines

-Offer modularized stringer conveyors with short delivery times at
low prices.
-Contribute to the convenience and efficiency for the users by
working on the engineering of the conveyor system and its
peripherals.

rer with strength in modularization

Black rubber belt conveyors CPS

Portable conveyor (small and light Conveyor with functions
modular-type belt conveyors) (measurement, tripper, vertical conveyor)

Stringer conveyors

Conveyor + peripheral devices

Mass manufacturing
(modularization)

o Optimum small and light
Conditions ~—————————— modular-type
and needs belt conveyors

Offer standardize drawing

Information disclosure system

Design and manufacturing Optimization of conveyor lines

Design g ? N Manufacturing ! !

Modularize the body and design, while Offer optimum conveyor lines including

Standardize shapes and sizes that are in demand Reduce man-hours at Nikko and customer limiting manufacturing to ancillary parts devices before and after the line
Supply conveyors with short Offer necessary information early  Supplementing customer operations and Offering of conveyor lines
delivery times at low costs to increases dependence on Nikko swift response to customer requests in package
: Set manufacturer Agent and specialized End user /\ PN !
. trading firm o 9’ E m-n !
H .j_.. (Indlustrial \/ (Sun(®) '

waste and recycling) (Civil engineering) (Agriculture and grains) (Warehouse)

Mobile plants (other business): Strengthen sales expansion by using environmental superiority as a weapon ———

-Against the background of strong replacement demand,
we plan to capture the largest sales share by expanding
the product lineup to strengthen profitability.

-We aim for net sales of 2.5 billion yen in the final fiscal

year of the medium-term plan (approx. 1.5 billion yen in
the previous fiscal year) and net sales from maintenance
services of around 0.1 billion yen in FY 2023.

Mobile plants = self-propelled Crushers, belt conveyors, soil improver

W Advantages: Easy to install, quick to use, easy to move to the location, sales channel for selling second hand machinery

[l Towards stabilization of business

-Build sales network, establish and promote rental business
-Promote maintenance business

New product development,
development of proposed products

-Research of market and customer needs
-Promote sales in Japan and overseas through the development
of in-house products

Creation of new hit products

Market for self-propelled crushers, screens, soil improvers
'I 99 units Japan Construction Equipment

Manufacturers Association data

Imported devices In-house products

Mobile crushers Mobile belt Mobile soil
and screens conveyors improvers

=2
4

Development of Promotion of  Promotion of Creation of Deployment of
sales network rental business ~ maintenance  new hit products  in-house products
business ’ ) in and outside of Japan

l?‘? h — x‘

Strengthen performance, ability to propose technology,
and maintenance support capability

¥
» FY 2024: To achieve a 50% market share and NQ.,1 sales share ~ Growing profitability
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Nikko Group’s financial and capital policy and approach as the officer in charge of finance

In recent years, Nikko Group’s financial strategy has
been mindful of making active capital investment as
well as R&D, human resources, and other investments
that will lead to growth. In the past the policy was
about further reinforcing a stable financial base, but
as the officer in charge of finance, | am currently
not thinking of putting the brakes on investment for
growth. Nevertheless, we are not going to spend that
cash wastefully, and will make the equity ratio above
50% as a benchmark for our financial base (61.5% as
of the end of FY 2021). If we assume a net asset of
34.0 billion yen (32.0 billion as of the end of FY 2021)
in FY 2024, the final year of the current medium-term
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management plan, we can raise the total assets up to
68.0 billion yen (52.0 billion yen as of the end of FY
2021).

Our capital policy is to keep in check the accumulation
of total assets to improve the ROE by maintaining a
payout ratio of above 60% also during the current
medium-term management plan period, as a measure
to ensure shareholder returns. We expect a ROE of
6.2% in FY 2024, which will exceed the average cost
of shareholders’ equity of 4.4% over the past five
years. In the 2030 Vision, we are aiming for an ROE of
10%, and therefore it is necessary to further expand
the equity spread of the cost of shareholders’ equity.

B e

Changes to the FY 2021 balance sheet in the assets side
involved a 2.23 billion yen increase in inventories, while on
the liabilities side, contract liabilities, which is roughly equal
to down payments, was 4.42 billion yen. | do not consider
the rise in inventories as excessive as most of the increase
was for order-based production. It also includes the 0.45
billion yen prior to AP shipment at the Thailand subsidiary,
which constructed a local plant. Another factor is that
the shipment in the first quarter of FY 2022 was large.
Account title of down payments was changed to contract
liabilities, but there was an increase of 1.47 billion yen,
which was due to an increase in orders for AP.

We are anticipating total assets of about 58.5 billion yen,
excluding M&As, in the balance sheet for FY 2024, the
final year of the medium-term management plan (FY 2022-
FY 2024), and net assets of around 34.0 billion yen. Based
on the capital investment plan of 6.0 billion yen during the
medium-term plan period, we are expecting property and
equipment to be 14.0 billion yen (10.7 billion yen as of end
of FY 2021), current assets (cash and cash equivalents +
trade receivables + inventory, etc.) of 38.0 billion yen (34.1
billion as of end of FY 2021), and other assets of about
6.5 billion yen (7.3 billion yen as of end of FY 2021). As a
result, equity ratio is expected to decline slightly to a little
more than 58% (61.5% as of end of FY 2021).

STRATEGY FOR VALUE CREATION

@ Balance sheet trends

(million yen) Current assets Property and equipment Other assets
Net assets Other liabilities

70,000 -

60,000 - Total assets: 58,500

Total assets: 52,078

50,000 -
24,500
20,028
40,000 - 38,000
34,127
30,000 -
20,000 -
32,050 34,000
10,669 14,000
10,000 -
7,282 6,500

End of FY 2021 End of FY 2024 (plan)

Capital investment for the Medium-Term Management Plan
period is expected to continue at a high level of 6.0 billion
yen (6.1 billion yen in the previous medium-term plan).
Specifically, the breakdown of capital investment is as follows:
1.2 billion yen for the development test center taking into
account the decarbonization business expansion, 0.3 billion
yen for IT and other system-related investment, 0.4 billion
yen for single employees dormitory, and 1.0 billion yen for
land and machinery with an eye towards the consolidation of
contractors. M&A will be added to this. As there is a possibility
of more contractors having difficulties to continue their
business in the medium- to long-term, Nikko is thinking of
arranging land, construction, and facilities where it can bring
together such contractors.

In our M&A policy in the Medium-Term Management Plan, we
are considering (1) manufacturers engaged in environmental
recycling and engineering, (2) industrial equipment
manufacturers (with maintenance service) with an eye towards
strengthening the maintenance service business, and (3)
service providers that can strengthen our maintenance and
service business. At the same time, we are not considering the
acquisition of companies with large intangible asset value that
require a large amount of goodwill amortization.

@ Trends in capital investment

(million yen)

7,000 -

6138 4000
6,000 -

5,000-

4000~ 3,700

3,000 -
2,536

2,000-

1,119
1,000 -

FY 2010 FY 2013 FY 2016 FY 2019  FY2022—
—2012 —2015 —2018 —2021 2024 (plan)
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Improve CCC for cash flow

creation and reduction of
strategically-held shares

In terms of cash flow creation by streamlining the balance
sheet, we were able to improve the cash conversion cycle
(CCC) during the previous medium-term plan, which was
116.6 days at the end of FY 2018, to 93.9 days at the end of
FY 2021. The effect of receiving down payments equivalent
to a third of the contract amount at the time of order
from AP customers was significant, and contract liabilities
(account title changed from FY 2021), which are similar
to down payments, increased from 1.63 billion yen at the
end of FY 2018 to 4.4 billion yen as of the end of FY 2021,
contributing to the shortening of CCC. We cannot, however,
expect the same effect for this medium-term plan, and it is
also difficult to shorten the deadline for notes receivable.
Consequently, the key will be improvement through inventory
reduction. Specifically, in AP’s case, it takes more than a year
from the time of the contract signing to delivery. We are
pursuing the standardization of AP in order to shorten this.

With respect to the reduction of strategically-held shares, we
hold such shares in 22 listed companies as of the end of FY
2021 with a total market capitalization of 3.1 billion yen with a
shareholders’ equity ratio of 12.7%. Its ratio to shareholders’
equity has decreased from the 20.3% at the end of FY 2018
in the previous medium-term plan. But in the current plan,
we are also planning a reduction in excess of 0.8 billion yen

based on sales that have been finalized as of now. We are
anticipating some difficulties in reducing strategically-held
shares in the future as many of them are business partners,
but we are aiming for a shareholders’ equity ratio of 9%.
We may have to take measures that involve changing the
company-wide policy.

@ CCC and ratio of strategically-held shares in shareholders’ equity

(days) CCC  —@— Ratio of strategically-held shares (%)
140 - -25.0
120 - 203 116.6
-20.0
100 -
80— -15.0
60~ 10,0
40~
-50
20—

FY 2017 FY 2018 FY 2019 FY 2020 FY 2021

4 Policy regarding shareholder

returns

We will continue to maintain the payout ratio of 60% in
the current medium-term plan. We may have to consider
reviewing the payout ratio in the medium-term if we are
to significantly increase the investment for growth from
the current level. However, we are currently not feeling its
necessity. While we are maintaining our policy of flexibly
acquiring treasury stock, we prefer directing the funds to
growth investment for the foreseeable future. Cash and
cash equivalents came to 12.4 billion yen as of the end of
FY 2021, maintaining a high level, but interest-bearing debts
rose to 3.7 billion yen and net cash came to 8.7 billion yen
(8.62 hillion yen as of the end of FY 2018). The increase
in interest-bearing debts include the 1.2 billion yen for the
launch of the subsidiary in Thailand.

We were able to significantly increase the number of
shareholders from 2,606 at the end of FY 2018 to 12,504
as of the end of FY 2021. This could be attributed to the
lowering of the minimum purchase price through a stock
split making it easier to become a shareholder, as well as
the improvement in dividend yield from raised payout ratio
and enhanced information disclosure. We also published
the result of the questionnaire survey of shareholders that
was enclosed with the convocation notice for the Ordinary
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General Shareholders’ Meeting on our website. The survey
had a high response rate of 36%. Moreover, we are planning
to invite shareholders to the NIKKO MESSE 2022 held from
November 1. The event, which is held at the head office
once in every three to four years, is expected to provide
opportunities for their interaction.

@ Trends in total return ratio and number of shareholders

(%) Number of shareholders (people)
100.0- —®— Total return ratio 97.6 - 14,000
-12,000
80.0 -
-10,000
60.0- 8,000
40.0- ~6,000
34.1 - 4,000
00 2521 2606
-2,000
0 0

FY 2017  FY2018 FY2019 FY2020 FY 2021

Capital efficiency and business

portfolio management

We have set ROE as the KPI for capital efficiency. ROE was
5.2% in FY 2021, the final year of the previous medium-term
management plan, which slightly exceeded the 5% cost of
equity. We had raised the dividend payout ratio during the
previous medium-term plan period, and we also managed to
keep in check the accumulation of net assets as of the end
of FY 2021, but ROE underperformed the forecast as we did
not achieve the operating income target.

We are expecting a ROE of 6.2% (operating margin of
6.0%) in FY 2024, the final year of the current medium-term
management plan, and ROE of 10.0% (operating margin
of 10.0%) in FY 2030. We are assuming the shareholders’
equity cost to be between 4 and 5% for the medium-term
plan period, based on the average for the past five years. As
we have been able to reduce the cost of shareholders’ equity
in the past few years, the increase in ROE is expected to
lead to further expansion in equity spread. This is important
for raising the corporate value and we are conscious of that.
As for business portfolio management, the mainstay AP-
related business failed to achieve the operating income
target by a large margin in the previous medium-term
management plan. The reason behind this is the fact that
although we have a 70% share in the domestic AP market,
instead of an aggressive strategy, we took a defensive
strategy that invited a price war with our competitors and
affected profitability. There was also the impact from the
lockdown in China caused by the COVID-19 pandemic and
the rise in raw material prices.

On the other hand, the BP-related business and the other
business, which include waterproof boards, mobile crushers,
screens, and other mobile products, delivered better than
expected profits. So, we feel there are some issues in
business portfolio management. In the current Medium-
Term Management Plan, we are anticipating an improvement
in profitability through a business model reform of
the maintenance service business. By focusing on this
management, we hope to improve company-wide profitability
and lead to the achievement of a net sales target of 60.0
billion yen and an operating income target of 6.0 billion yen
under the 2030 Vision.

We will make an effort so that the
improvement in ROE will lead to
the expansion of equity spread
and raise the corporate value.

STRATEGY FOR VALUE CREATION

@ Trends in ROE and operating margin

(%) —®—ROE —®— Operating margin
8.0-

7.0-
6.0-
5.0-

4.0-

3.0-

2.0-

1.0-

FY 2017 FY 2018 FY 2019 FY 2020 FY 2021

@ Trends in operating margin by business

(%) —0— AP-Related Business BP-Related Business
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22.0- 213
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16.0-
14.0-
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Management Capital

Financial capital In the new Medium-Term Management Plan, our policy is to maintain an equity
P ratio of 50 to 60% while actively carrying out investments.

In terms of financial capital, Nikko Group has a strong balance
sheet with total assets as of the end of FY 2021 of 52.1 billion
yen, invested capital of 33.9 billion yen (shareholders’ equity of
30.7 billion yen and interest-bearing debts of 3.8 billion yen), net
cash of 8.6 billion yen (cash and cash equivalents of 12.4 hillion

Source of strength

Our AP-related business has a 70% share of the domestic
market, while the BP-related business boasts a 40% share, both
of which are the top shares in Japan. Net sales in the service
and maintenance business, in which Nikko Group expects

yen), and equity ratio of 61.5%. The new three-year medium-term
plan period has been positioned as the internal investment phase
towards achieving the 2030 Vision, and we will be actively carrying
out investment and shareholder returns (payout ratio of 60% or
above), while maintaining an equity ratio of about 50 to 60%.

stable revenues, account for about 34% of its consolidated net
sales, and has high capability to create cash flow. Furthermore,
the other businesses, which handles waterproof boards, etc.,
boasts a relatively high operating margin.

Financial plan in the new Medium-Term Management Plan

Net assets as of the end of FY 2021 stood at 32.1 billion yen, and in the new medium-term plan, we plan to raise that to 34.0 billion yen as the end of FY 2024.

Total assets of 52.1 billion yen 1.6 billion yen

Net sales of 38.8 billion yen, net income of

Stable profit creation

Net cash of 8.6 billion yen A2\ billiontyen

Cumulative FCF for the past three years of | jjoh financial stability (equity ratio of 61.5%)

Invested capital of 33.9 billion yen of 70%)

Dividend of 30 yen per share (payout ratio Attractive dividend yield (about 5%)

: We will deliver high quality products, manufactured under a highly
Manufactured capital efficient production structure and strict quality control, to our customers.

With the head office factory at Akashi city in Hyogo Prefecture
as the mother plant, we have five factories in Japan and two
overseas (in China and Thailand). In addition to developing
products and systems ideal for our customers, we procure

Source of strength

Our strength lies in our comprehensive support system based on
integrated production where we not only manufacture the plant internally,
but also the control panels as well. On top of the high market share,
we also boast a track record of constructing more than1,000 plants in

various equipment and raw materials using a global network. We
have a highly efficient production structure in the manufacturing
division that combines high-precision machine tools, including a
five-face machining center, with automated lines.

more than 50 countries around the world, and the stable replacement
demand contributes to the stable operation of those plants. As for the
maintenance business, we aim to contribute to the stable operation of
customer plants by leveraging various data and other means.

Capital investment plan in the new Medium-Term Management Plan

In the new medium-term plan, we are planning to
make a capital investment of 6.0 billion yen (6.3
billion yen in the previous plan) over the next three
years. Specifically, in addition to constructing a new

support plant (0.5 billion yen) on the adjacent land to
the Akashi mother plant, we are planning to build a
development and testing center (1.0 billion yen) for
product development, etc. towards decarbonization.

Capital investment of 1.9 billion yen (FY 2021) | Various products in the four businesses

Development of safe and secure roads
and infrastructures

Sufficient production capability to achieve
the medium-term plan goals

Thorough maintenance services

Environment-friendly recycling society

Five factories in Japan and two overseas Production of 38.2 billion yen (FY 2021) Employee-friendly production environment

Human capital We aim to become a professional group that is chosen as a management

partner by the customers.

As of the end of FY 2021, Nikko Group had 1,038 employees (an
increase of 177 from the previous year) and the net sales per
employee were 37 million yen. On a non-consolidated basis, the
average age of the employees are 40.8 with an average length of
service of 15.3 years. The average annual salary has risen 400,000
yen from three years ago in FY 2018 to 7.10 million yen. We will
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rebuild the human resources management foundation and system
in the new medium-term plan, and will carry out active investments
towards enhancing our human capital. The long-term (10-year)
basic policy looking into the future lists the implementation of
workstyle reforms for the employees, and are aiming to improve
operation efficiency and significantly raise labor productivity.

STRATEGY FOR VALUE CREATION

Source of strength

In September 2019, we granted treasury stock with restriction uniformly raised the monthly wages of the employees by 30,000
on transfer to the employees of Nikko Group. In August 2021, yen from April 2022. We are also strengthening support for
we allotted 100 shares in treasury stock to long-time employees, nurturing the next generation and advancing female participation
new hires, and hires with prior work experience. Furthermore, we to further vitalize the organization and improve motivation.

Human resources hiring plan in the new Medium-Term Management Plan

In the previous medium-term plan, we added 69 employees on business field will see an increase of 59 people, 20 in the BP-
a non-consolidated basis at Nikko. In the new medium-term related business field, 12 in the environment- and conveyor-
plan, we are planning to increase the number of employees by related business, 6 in overseas business, 12 in development,

145 during the three-year period. Specifically, the AP-related 11 in mobile plant, and 25 in other business.

Human capital Output

Number of employees: 1,038 (of which 194 R - . . . .
are foreign nationals) Net sales per person: 37 million yen High job satisfaction

Number of female employees: 59 (non-
consolidated basis, of which 6 are new hires)

Number of annual paid holidays taken: 10 days

Improving ease of work

Annual education expenses: 11 million yen

Length of service (men: 18.7 years, women: 11.0 years)

High motivation

: We will aim to become a top manufacturer backed by high technological
Intellectual capital capability for solving social problems.

We aim to strengthen R&D in the DX field for strengthening data analysis of leveraging loT, Al, etc., in addition to the development of products that contribute
the plants of the AP-related and BP-related businesses and the service and to the environment centered on the AP-related business (green transformation)
maintenance business such as remote monitoring and operation of plants by and global standard products for breaking into the ASEAN market.

Source of strength

Nikko boasts the top market share of Japan in not only material handling (cumulative conveyor shipment: 300,000
APs and BPs, but also in conveyors, where it has a 60% units), and control (in-house development of the brains behind
market share, with steadily expansion. In addition to the four the plants), we also have a meticulous and comprehensive
differentiating core technologies of mixing (kneading), heating, support system based on our own integrated production.

R&D investment plan in the new Medium-Term Management Plan

In the previous medium-term plan, we invested about 1.2 billion yen in develop standardized models for foraying into the overseas market. In
R&D over the three-year period. We plan to increase that to around 2.5 the BP-related business, our policy involves enhancing the operation
billion yen in the new medium-term plan. In the AP-related business, we support center, product improvement and system development, and
will pursue the development of new environmentally friendly products, in the environment- and conveyor-related business, we will strengthen
strengthen support fields for remote operations and automation, and new product development as well as EC and IT investment.

R&D expenses (about 0.45 billion yen, or Net sales of products contributing to COz emission Highly differentiating technology (including

1.2% of net sales) reduction (about 0.4 billion in the AP-related business) control panels made in-house)

Number of development personnel: 24 (2.4% P . . Environmentally friendly products that
of consolidated employee count) Priority fields for AP-related R&D (10 projects) surpass other companies’ products

Number of patents held by the Group: 228 | Sustomized products that satisfy diverse Creation of new markets

: : : : We strive towards building a strong relationship of trust with the
Social and relationship capital customers, business partners, and local communities.

Nikko Group’s Management Philosophy is customer first and it Akitsu-kai, which has 195 designated contractors. The Nikko

lists “Serve society through business” as its Company Motto. In Memorial Foundation provides assistance to students who are
addition to building a sustainable supply chain, the MS business, from Hyogo Prefecture. It also donates disaster supplies to
which is the Group’s strength, is jointly creating values with the Akashi city in addition to funds for COVID-19 countermeasures.

Natural capital As a global citizen, we aim to become an environmentally friendly company.

The head office factory has acquired the ISO14001 certification, based on its basic principle of “environment first.” Each production
which is the international standard for environmental management base is continuously working on environmental preservation as well as
systems. As a global citizen, the Nikko Group recognizes improvement, and the Group has been focusing on commercializing
environmental preservation as one of the most important issues environmentally friendly products in product development.
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Segment Highlights

In FY 2021, consolidated net sales of Nikko Group totaled a record high of 38.8 billion yen, of which the AP-related
business accounted for 47.2% (51.4% in FY 2020), BP-related business 27.9% (24.3%), environment- and conveyor-related
business 7.8% (6.3%), and other businesses 17.1% (17.9%). Overseas, sales expansion in China and Thailand contributed
significantly, accounting for 12.2% (9.9%) of the total. By segment, net sales of the AP-related business declined 5.9%,

AP-Related Business

Main products

@ Asphalt plants

@ Recycling plants

@ Crushing plant

@ Mixture silos

@ Electronic control devices,

plant management system ABD
Made-to-order AP models
that can handle diverse needs

Main products

@ Concrete plants

@ Compact concrete plants
@ Concrete pumps

@ Electronic control
devices, plant ’
management system DASH-H275EvoV

@ Concrete manufacturing  1Win-ADV
e Ultra-strong concrete plants
plant facilities, etc.

10S9p ssauishg

DASH-H167
i | Pro065T
- Large-scale
CBD ONZEMIX-T50 precast
Ecological model AP, primarily Global model AP for Thailand Mobile BP concrete
for recycling and Southeast Asia markets plant
Thailand Concrete Nikko Shanghai
Y. business pumps - 0.4%
< 1.0% <China Sales composition of the 1.8%
58 business plant sales in Japan was
ON IoX-1 | Plant sales down 6.5% pp and that of Vel Composition of plant sales
2o 26.5% << MS also fell by 0.1 pp, while e, rose 5.3 pp, while that of MS
o the composition of Nikko 39.1% / Plant sales and concrete pumps fell 4.7
S0 Maintenance service Shanghai was up 2.8 pp and "/  584% pp and 2.5 pp.
33 that of exports and Thailand
4 Exports rose 3.7 pp.
N 3.8%

Il Net sales Bl Operating income -@- Operating margin

9.5%
9 4.3%
8% T & 0% ea%—31% 10.7%~84%  83% 104%  10.0%

Il Net sales M Operating income —@- Operating margin
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In FY 2021, net sales in Japan declined 13.5% (including 6.0%
decline in MS sales), while overseas net sales rose 27.1%.
Operating income declined 55% due to high raw material costs
and strategic projects. The number of strategic projects has
declined in FY 2022 and operating income is expected to increase.

In FY 2021, plant sales increased 29.5% and MS sales also grew
4.8%, as facility replacement was strong reflecting the rising ready-
mixed concrete price and market share also increased. Operating
income grew 27.8% as we were able to reduce costs through
planned production, while operating margin also improved to 10.4%.

The BP demand fell to 71
. units (down 6 units) in FY
<< units in FY 2021 (down 11 Nikko share 2021, the first decline in
units). Nikko’s share fell 6 pp o three years, but Nikko’s
to 69%. 32'9 A) steady-state share increased

0.9 pp to 32.9%.

. AP demand declined to 42
Nikko share

69%
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Conveyor

Environment- and Conveyor-

Related Business

Main products

@ Belt conveyors, conveyors
for facilities, beverage
container recycling plants

@ Soil remediation plant,
plastic recycling plant

Modular conveyor

” 1 Conveyor using pipe frames
| whose lengths can be adjusted
in increments of 10cm

A plaster-based solidification
material manufacturing facility
It manufactures gypsum hemihydrate ~ Super modular conveyor
by drying gypsum powder.The facility =~ Simple sealed-type conveyor
manufactures solidification material using steel plate frames that
by blending with cement and lime. ensures higher safety

The sales composition of
environmental products
products increased 14.3 pp partly
23.6% thanks to recording of large-

scale projects, and conveyor
products was down 14.8 pp
while conveyor service rose
0.5 pp.

Conveyor products
73.1%

I Net sales Operating income —@- Operating margin

15.0%
7.8% 213% 202% 195% 20.0%
(million yen

4,000 %.931
3,500
3,000
2,500
2,000
1,500
1,000
500

0
(fiscal year) 2017 2018 2019 2020 2021 2022(estimate)

In FY 2021, net sales exceeded 3.0 billion yen for the first time in a long
while, with sizable contributions also from sales of environmental products.
In addition to sales increase, operating income rose 21.7% partly owing to
the effect of price increase of conveyor products from the third quarter.
In FY 2022, both net sales and operating income are expected to decline.

In FY 2021, the demand for
portable conveyors was

< 4,300 units (unchanged) and
Nikko’s share also remained
at the same level as a year
before.

Portable
conveyor
(Nikko share)

60%

STRATEGY FOR VALUE CREATION

MOBIL
EE Other Business

Main products

@ Pipe scaffoldings, steel gangplanks
@ Temporary aluminum staircases
@ Shovels, spades

@ Small-sized concrete mixers, mortar mixers

Hammer crusher

@ Floodgates, waterproof boards, crushers — particle size can be
@ Real estate leasing, construction  adjusted with grate size
machinery product leasing and the desired particle

. . size can be obtained
@ Sales of housing renovation with a single crushing.

e - Waterproof board
Mobile plant Waterproof boards, which are effective
One set of crusher line (crushers, against water damage (internal
screens, belt conveyors, etc.) flooding) caused by global warning

Other SIB%T Nikko-developed

Crushers
5.1% 4%

Sales composition of mobile

e products, which is a new

22.9% field, grew significantly by 5.9

<< pp, while that of temporary

construction materials and

other declined 2.6 pp and
5.3 pp.

Waterproof

boards,

Bl Net sales 00 Operating income —@- Operating margin

10.7% 16.1%
8.9%
(million yen) 10.3% 17.5% 17.2% o
10,000 0,000
8,000

6,000
4,000
2,000

0
(fiscal year) 2017 2018 2019 2020 2021 2022(estimate)

In FY 2021, sales of mobile products and waterproof boards grew, while sales of
temporary construction materials for rental services decreased, and as a result
the other businesses saw a decline in both net sales and operating income. In FY
2022, though Ube Kohki is expected to contribute 2.0 billion yen to net sales and
0.1 billion yen to operating income, the segment’s operating income is expected

to decline due to poor performance of waterproof board and mobile products.

Mobile
crushers In FY 2021, demand for mobile
and screens << crushers and screens was 220

units, up 58 from FY 2020.

23%
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falling greatly in Japan reflecting factors such as the worsening business performance of road pavement companies due
to high raw materials prices; those of the BP-related business increased 17.7% thanks partly to the stable ready-mixed
concrete market; those of the environment- and conveyor-related business rose 26.3%; and those of the other businesses
fell 2.0% owing to a slowdown in sales of temporary construction materials, despite strength in mobile products.
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STRATEGY FOR VALUE CREATION
SWOT analysis Countermeasures by Nikko [ PEST analysis Countermeasures by Nikko

Business Strategies

Overwhelming share and presence | Offering of new values such Risk of changes in public investment Strategy to stabilize revenue
st th in the Japanese market as environmentally friendly . policy due to change of government including subscription service
rengtns production and subscription- Political Rising needs for environmentally friendly | Bolstering development of
Full support of customer plants including MS | based maintenance service factors facilities for achieving decarbonization environmentally friendly products
. R s of s and Expect the implementation of recycling Product development that
Weaknesses  Price competitiveness Re-analysis of User neeas an ) laws in Thailand and China satisfies local needs
A P- R e I ate d B u S I n e s s introduction of semFcustom-made units Worsening performances and suppression of investment | Offering of values for improving
Sales expansion of environmentally friendly | Development of products that run . _byroad pavement companies due to soaring asphalt price | operating rate of customer plants
o . products towards a carbon-free society on hydrogen and ammonia Economic  Workstyle reform at customers and Offering of differentiated products and
We aim to become a One'and'only top manufacturer " AP Sal Opportunities T ; s - p factors  remote operation and automation needs | services that satisfy customer needs
- . anager, ales lorkstyle reform at customers and remote proposal utilizing data Soari : d difficulties i hasi
b y l evera g n g our te c h no I o g y an d service Management operation and automation needs analysis and DX V;:ZSSQ rig‘(c:eersi'aalg andl el((;L:ﬂpleﬂ:qs;gtpurc 35IN9 | Revision of product prices
capabil |T:|eS. and establishi n'g technologies .fO r Department, Business Development of similar products | Strengthening of product development Social factors  Crowing needs for saving manpower and | Promotion of remote operations
decarbonlzatlon, remote Operatlon, and automation. Division = by rival companies capability and quality of human resources remote operation reflecting a labor shortage | and automation support
q . hreats f Data analysis utilizing control panels developed by Nikko | Decarbonization and strengthening
Toshimasa Mlyake i ri ies | Maintaining an overwhelming Technological - - £ o of support for remote operation
Entry of foreign rival companies . N . ; pp P!
maintenance service structure factors Fuel transition using burner technology developed by Nikko | 04 automation

©®We aim to achieve net sales of 23.0 billion
points yen in FY 2024, operating income of 1.6
billion yen, and operating margin of 7.0%.

@®We will support our customers’ decarbonization efforts by
strengthening the development and sales of carbon neutral products.

®We will support our customers’ plant operations more
than ever by establishing plant remote operation and
automation technologies and offering services.

©®We will start a full-fledged maintenance subscription
service as a new service.

®We will strengthen the full-scale operation of the
Thailand plant and the development of strategic
standard models and pursue the establishment of a
structure for entering into new markets.

®We will offer asphalt plants that will
be realized ensure a secure, safe, comfortable, and
sustainable road environment in Japan.

@ We will contribute to the reduction of traffic accidents, easing
of traffic congestion, and development of environmentally
friendly road transportation network by supporting the road
infrastructure development of emerging countries.

©®We will contribute to the decarbonization efforts by the
customers by developing and selling foamed equipment
as well as burners that would allow fuel transition from
heavy oil to natural gas and hydrogen.

©We will offer safe and highly operational plants that
do not shut down and an employee-friendly work
environment by offering predictive maintenance as well
as remote operation and automation service.

®Quality asphalt that were produced at
strength Nikko plants have been highly rated and
we have a 100% market share in asphalt plants for
expressways in Japan.

®We have an overwhelming market share and high in-
house manufacturing ratio, and offer maintenance

T FY 2024 numerical targe‘ts T

Operating income
1.6 billion yen

Operating margin
7.0%

Net sales
23.0 billion yen

L LT Business Strategies TEEREEEm
mSupport for decarbonization

“Remote operations and automation support

= Development of standard overseas models with competitive edge

= Build an organizational structure for business expansion in the ASEAN market
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service for the entire plant of the customers, including
recycle crushing plants. We have the capability to
develop environmentally friendly products and to
commercialize them ahead of our competition.

@The road project expenditure, which was on
environment a declining trend after peaking in FY 1995,
bottomed out in FY 2012 under the Democratic Party of
Japan administration and subsequently have been on a
gradual recovery trend. However, as project budgets were
allotted with emphasis on addressing the aging bridges
and tunnels, asphalt mixture production continued to
gradually decline. In FY 2021 it was down 1.8% from a
year earlier to 40.71 million tons. The number of APs
in operation also fell further to 1,040 units in FY 2021
from 1,652 units in FY 2000. Under such circumstances,
total AP demand in FY 2021 declined 11 units from a
year earlier to 42 units. The breakdown is 18 units of AP
using virgin asphalt materials, up two units from a year
earlier, and 24 units of recycling plants, down 13 units.
This was primarily due to a decline in appetite for capital
investment and postponement of investment projects
caused by the deterioration in business performance of
road pavement companies stemming from rising asphalt
costs following the increase in crude oil price.

Business overview Details

Products Asphalt and recycling plants

Customer Construction companies, road pavement companies

Market share  Static share in Japan: 78%

Sales breakdown  Sales breakdown: 47% (Japan: 78%, Thailand: 21%, China: 1%)
Operating margin ~ 3.1% (FY 2021)

Ratio of MS net sales  48%

Production bases  Akashi head office factory, Thailand, and Shanghai, China

MS: maintenance service

Number of units shipped in AP (V) industry and road project expenditure

(10.0 bilion yen I Number of units shipped in AP (V) industry —— Road project expenditure
/1,000 tons) —— Asphalt mixture manufacturing volume (units)
125,000 - -60

50,000 -

100,000 - '/(
e I \’\/\/\

o alLdufllll [T
X 1980 1990 2000 2010 2022
(fiscal year) estimate

©®Nikko’s steady-state share of APs operating in Japan in
FY 2021 came to 77.7%, down 0.3 pp from FY 2020.

@©The orders in FY 2021 were limited to 18.2 billion yen,
down 10% from a year earlier, and order backlog as of
the end of the fiscal year stood at 7.7 billion yen. Net
sales of plants declined 25% year on year to 4.9 billion
yen and net sales of maintenance service also fell 6% to
8.8 billion yen. Operating margin declined 3.3 pp from a
year earlier to 3.1% reflecting surging steel price, etc.

GUOENDECEGIEY| @For FY 2022, asphalt mixture

output is estimated to continue to
decline to 39.90 million tons, down 2.0% from a year earlier,
and AP demand is also estimated at 37 units, down five
units year on year. The budgets of eight road pavement
companies show a recovery trend in business performance.
While there are concerns of soaring raw material prices
and the impact of the depreciating yen, we are expecting
the market to be firm, reflecting the consolidation of
plants in operation and replacement demand for the plants
delivered during the bubble economy era.

©®Nikko has set forth three main strategies for achieving
the medium-term plan and long-term vision. The first one
is the development and sales expansion of products that
support decarbonization by leveraging our technological
prowess, which is the best in the industry. In FY 2021,
sales volume of decarbonization-related products
increased by seven units to nine (approx. 0.4 billion yen).
Switch from heavy oil burners to natural gas and biomass
burners, and demand for warm mix (foamed) equipment
for asphalt are expected to increase until around FY
2025. From FY 2025 onwards, ammonia burners, new
dryer models, and exhaust heat recycling systems are
expected to contribute to sales and we expect a net
sales of about 4.0 billion yen around FY 2028. The
second strategy is the support of remote operation
and automation of plants by leveraging the analysis of

and strategies

Business performance trend of 8 road pavement companies in total and the AP-related business

. I Operating income of the 8 road pavement companies I Operating income of the AP-related business
(milion yen) e Net sales of the 8 road pavement companies ~ —e— Net sales of the AP-related business (mﬂz‘ionoyen)
1,400 - 19,467 -20,000
' 16,434 17318 — 1z 200 '
1,200 - '

13749 18892 15,000

1,000 -
800 -
10,000
600-
400~ ~5,000
200-
0 0.0

2018 2019 2020 2021

2022
estimate (fiscal year)

plant operation data and DX based on an ample track
of supply records and control panels developed in-
house. We will offer next-generation maintenance service
that will solve the various issues faced by customers
such as a shortage of engineers, workstyle reform,
and improvement of production efficiency, and aim
to improve profitability and become a one-and-only
presence. The third point is capturing the ASEAN market
by leveraging the Thailand manufacturing base, which
began full-scale operation. Of the approximately 700
operating units in Thailand, some 240 are Nikko Group
plants. Compared with the 100% pavement ratio of
Japan, it is about 80% in Thailand. Stable growth in road
pavement works is expected to continue and large-scale
projects are planned from 2023. Nikko has concluded a
contract as an asphalt plant agency with TIPCO ASPHALT,
a major asphalt sales company. In addition to sales
expansion, we plan to raise our price competitiveness
by locally producing strategic standard models currently
being developed while exploring replacement demand
from high-end customers. Moreover, to achieve the
2030 long-term vision, we will start earnestly considering
entering unexplored markets such as Vietnam and
Indonesia, where imported second-hand plants are mainly
used. The road pavement ratio of Indonesia and Vietnam
is estimated to be low at 60% and the room for potential
growth is attractive. We aim to establish a business
base in the ASEAN market by laterally deploying the
successful Thailand model, promoting the development
of local agents, and supplying strategic standard models
from the production base in Thailand.

@In the new medium-term plan, we will devote all our
energy to improving profitability, an issue since the
previous medium-term plan, while focusing on the
development and sales expansion of environmentally
friendly products, which will be at the core of the
differentiation strategy for the future.

Net sales by product, operating margin, medium-term plan numerical targets
I Net sales under the medium-term plan B Plant sales

(million yen) Maintenance i Nikko Shanghai Thailand business (%)
25,000 - Exports —e— Operating margin -10.0
20000- ¢ _ -80
3,465 183
15,000~ F 47 -60
10,000 - -4.0
8,280 8973
5,000 - -2.0

0.0

2017 2018 2019 2020 2021 2022 2023 2024
estimate  plan  plan (fiscal year)
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BP-Related Business

We will implement the comprehensive management

of ready-mixed concrete plants and aim to become

a top environmentally friendly manufacturer.

©®We aim to achieve net sales of 10.8 billion
points yen in FY 2024, operating income of 1.05
billion yen, and operating margin of 9.7%.

®We will strengthen the customer plant operation support
business leveraging plant operation data analysis based
on control panel developed in-house.

©®We will promote product and business development
for precast concrete, which requires high quality
performance.

@®Amid declining number of ready-mixed concrete plants,
we will strengthen the sales of mobile plants in areas
that are not covered.

©We will ensure the stable supply of high
be realized quality products that meet the standards
of not only JIS standard-concrete, which supports
Japan’s infrastructure, but also special precast concrete
and CO:2 absorbing concrete.

©®We will offer highly efficient maintenance service
that improve customers’ profits through provision
of predictive maintenance service as well as stable
operation support service for customer plants
(subscription service), which addresses workstyle
reform and operator shortage at the customer side.

®We develop and manufacture control
strength technology and control panels in-house,
which are the brain behind plant facilities, and we have
a track record of supplying more than 4,000 such units
in Japan and abroad. It enables optimum operation
and preventative maintenance based on various data
analysis in addition to the remote monitoring of plants.

@®We are the only manufacturer that can comprehensively
offers everything from design to construction work
and maintenance including control panels. We have
established superiority in our immediate responses to
electrical as well as mechanical problems.

FY 2024 numerical targets

Operating income
1.05 billion yen

Operating margin
9.7%

Net sales
10.8 billion yen

Business Strategies
Data management and analysis using Nikko-developed control panels

Customer plant operation support service

Expansion of mobile plants to address consolidation of ready-mixed concrete plants

Product development addressing customers’ environmental needs
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Senior Executive Officer
Manager, Industrial Machinery
Sales Management
Department, Business
Division

Morie Okaaki

®The ready-mixed concrete shipment
environment volume in the past had close linkage
to the amount of construction investment. However,
while about 6.2 trillion yen has been spent against
the backdrop of the redevelopment of urban areas,
measures under the Fundamental Plan for National
Resilience measures, and the Olympic Games Tokyo
2020 since FY 2014, the ready-mixed concrete
shipment volume has been showing a declining trend
given the increase in buildings and construction
works that require smaller amount of concrete. The
consolidation in the number of ready-mixed concrete
plants also continued, decreasing to 3,157 in FY
2021 from 3,406 in FY 2014. Nevertheless, given the
advancement of plant consolidation and increases in
various costs, the price of ready-mixed concrete is seen
rising in Osaka, which is slated to hold the World Expo
2025 Osaka Kansai, and Tokyo, where the metropolitan
area is being redeveloped, as well as Sapporo and
Fukuoka. The price of ready-mixed concrete attracts
attention as a leading indicator of capital investment
as well as the business performance trend of the
ready-mixed concrete industry. In fact, replacement
investment for plants built about 20 to 30 years ago
continues to be strong and total demand in FY 2021
rose 3% to 25.9 billion yen year on year, which was the
highest in the past 20 years.

©O0ur steady-state share in terms of the number of BPs
operating in Japan has been increasing gradually. Nikko’s
high capability in maintenance service has been highly
rated and its share in FY 2021 rose 11.4 pp to 46.5%
from FY 2020, up 14.9 pp compared to six years ago.

@Orders in FY 2021 were strong, increasing 21% to 12.1
billion yen year on year, and net sales of plants rose
30% to 18.6 billion yen and those of highly profitable
maintenance service also grew 4% to 4.2 billion yen.
Operating margin was also up 0.9 pp, reaching 10.4%.

Ready-mixed concrete unit price index of major cities (FY 2015 = 100)
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SWOT analysis Countermeasures by Nikko [ PEST analysis Countermeasures by Nikko

Solid in-house maintenance Offering of new values such
service structure with the top | as environmentally friendly
market share in the Japanese | production and subscription-
market based maintenance service

Strengths

Provision of differentiated

Risk of changes in public investment | Operation support service for
Political policy due to change of government | customer plants

factors Re-evaluation of concrete for COz | Joint development with
absorption customers

Weaknesses Relatively high fixed cost ratio products and services

Advancement in use of precast Product development that
concrete for building components | satisfies high-level demands

Opportunities
A Rising needs of CO: absorbing Product developmen_t and .
deployment addressing customers'

concrete .
environmental needs

Business performance improvement | Offering of values for improving

at customers following the output at customer plants
. improvement in the ready-mixed
Economic  concrete market and growing Offering of services that address the

factors  replacement investment needs shortage of engineers at customers

Soaring prices and difficulties in purchasing
various materials and equipment

Revision of product prices

Decline in the number of ready-mixed | Strengthening of mobile

Social factors Promotion of workstyle reform at Development of high

concrete plants in operation plant sales customers performance precast concrete
Threats 0 i i
verwhelming maintenance . .
Price war with rival companies | service structure combining Technological Irpproyt_amept of strength and D(_evelopment of next-generation
factors diversification of concrete products | mixers

manufacturing and sales

Business overview Details

Products Concrete plants, etc.

Ready-mixed concrete manufacturers,

mer : ;
Clsimine construction companies, etc.

Market share  Static share in Japan: 33%

Sales breakdown Sales breakdown: 28% (Japan: 99%, China: 1%)
Operating margin  10.4% (FY 2021)

Ratio of MS net sales  39%

Production bases Akashi head office factory and Shanghai, China

MS: maintenance service

Future business opportunities ‘ @©Ready-mixed concrete shipment
and strategies in FY 2022 is expected to decline

3% to 73.50 million m3. While private demand, which slowed
due to the COVID-19 pandemic, is gradually recovering led
by redevelopment in the Tokyo metropolitan area including
Shibuya and Shinjuku, and it is expected to post a record
low for the fourth consecutive year. The number of ready-
mixed concrete plants in operation is also expected to
decline. Nonetheless, amid steady construction investment,
the ready-mixed concrete price has been maintaining a high
level nationwide, and it continues to show a rising trend
in Tokyo and Sapporo also in FY 2022. For this reason,
customers’ appetite for making capital investment is high
and replacement demand for plants we have supplied
in the past is expected to continue surfacing given the
need for automation due to manpower shortage for plant
maintenance and the improvement of production efficiency
from plants becoming larger.

@In this demand environment, Nikko has set forth three main
strategies for achieving the medium-term plan numerical
targets. The first strategy is business development
leveraging our strength of control panels developed in-
house. We will strengthen customer plant operation support
service as well as standardization of plants by accumulating

Construction investment and ready-mix concrete shipment volume

(trillion yen) i Amount of construction investment (10,000 m3)
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and analyzing various operation-related information of
customer plants. In particular, we will offer values such as
stable operation and predictive maintenance of customer
plants through subscription-based maintenance service.
The second strategy is to capture new demand stemming
from consolidation of ready-mixed concrete plants. While
the number of ready-mixed concrete plants in operation
is showing a declining trend in Japan, the areas to which
a plant can supply ready-mixed concrete is limited as
the concrete needs to be used within 90 minutes after
production. We will strengthen the sales of mobile plants
that can be easily transported to areas where it is difficult
to supply ready-mixed concrete within 90 minutes due to
consolidation of the plants. The third one is strengthening
the sales of plants for precast concrete building
components. There is increasing requirement for producing
high quality concrete components inside factories, which
are not affected by the weather, rather than on site against
the backdrop of manpower shortage and workstyle
reform in the construction industry. High quality concrete
is required for precast concrete, and the key to quality is
the performance of the mixer. We will expand the sales
of mobile concrete plants for precast concrete while
strengthening the development of mixers.
We consider the impact of the need for CO2 absorbing concrete
on ready-mixed concrete and BP demand to be neutral, as it
raises the unit price of concrete. We are still closely monitoring
the trend while continuing to work on joint development with
customers, as there is a possibility of concrete being given a re-
evaluation, due to a backdrop of environmental issues.
©A relatively favorable market environment is expected
to continue during the medium-term plan, and we are
assuming the size of the market to remain roughly
unchanged. We will continue to aim for business
operation leveraging Nikko’s strengths as well as the
: expansion of market share and profit growth through
resolution of issues faced by customers.

Net sales by product, operating margin, medium-term plan numerical targets

I Net sales under the medium-term plan B Plant sales
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Environment- and Conveyor-Related Business

We will drive forward the modularization of conveyors and take

on challenges in new fields. The environmental business will
aim for the creation of new customer values and achievement

of the numerical targets of the medium-term plan.

®We aim to achieve net sales of 2.7 billion
points yen in FY 2024, operating income of 0.55
billion yen, and operating margin of 20.4%.

®We will aim to shorten the delivery time through further
modularization of the mainstay portable conveyors,
which account for about 80% of net sales of conveyors,
and improvement in price competitiveness.

®We will enter the stringer conveyor market, which is
large and require high strength, through modularization.

®We will push forward the development of new markets
and customers for environmental products using the
four core technologies unique to Nikko.

@®In the conveyor business, our products
realized accurately and safely carry diverse

materials by adapting to various tilt angles.
®In the environmental business, we will contribute to building
a recycling-oriented society that is friendly to the earth’s

environment through soil improvement, recycling lithium
batteries and plasterboards, biomass-related facilities, etc.

®We have the capability to modularize conveyors
that ensures shortened delivery time and easy
assembly as well as high-level maintenance service and the
ability to handle complaints that surpass other companies.

@In the environmental business, we have an integrated system
starting from development to maintenance services that
satisfy customer requirements in addition to various testing
facilities based on Nikko’s four unique core technologies
(mixing and kneading, heating, material handling, and control).

@The conveyor business has been delivering
environment stable performances with an average
annual net sales of approx. 2.2 billion yen for the past
five years. While the portable conveyor market is stable,
there are concerns that opportunities to use them on
site may decline in the future. We will also promote the
shift towards higher costs to product prices in response
to the soaring prices of supplies such as frame materials
and motors. We will continue to aim for high profitability.
®The performance of the environmental business
fluctuates significantly depending on projects. In addition,
the number of inquiries has been increasing from the
perspectives of ESG and SDGs, buoyed by the rising

mmmnn - FY 2024 numerical targets i

Net sales
2.7 billion yen

Operating income
0.55 billion yen

QOperating margin

20.4%

HEEE Business Strategies T
uModularization and customization of portable conveyors

u Strengthening of relationship with customers utilizing online services

u Offering stringer conveyors with short delivery times at low price

mEngineering proposals for conveyor lines
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Manager, Industrial
Machinery Sales

Management Department,
Business Division

Tokuhiro Mitsumune

needs related to natural environment and recycling. New
demands such as recycling lithium batteries due to the
expansion of the market are also rising.

HI Business overview Details

Products Various types of conveyors and environmental recycling equipment

Customer Various manufacturers, crusher manufacturers, agents, etc.
Market share Share of the portable conveyor market in Japan: 60%

8% of overall sales (conveyors: 73%,
environmental equipment: 24%, service: 3%)

Operating margin  19.5% (FY 2021)
Ratio of MS net sales 3%
Production bases Akashi head office factory

Sales breakdown

MS: maintenance service

‘ ®Conveyors are used in various and

and strategies diverse fields from civil engineering
to food, chemicals, steel, and waste processing, and we
continue to expect stable demand. We will strengthen our
modularization and customization ability for portable conveyors,
which has a market share of 60% in Japan, and promote the
high added values of products. At the same time, we aim to
enter the stringer conveyor market, whose size (estimated
6.0 billion yen a year) is double the portable conveyor market.
Stringer conveyers require high strength and are priced highly,
and we will enter the market with short delivery time and low
prices leveraging our modularization capability. We will also
enhance system proposals by combining with crushers, etc.

®For the environmental business, we, while emphasizing
on profitability, will advance new market development
and business deployment that satisfy customer needs to
achieve the numerical targets of the medium-term plan.

SWOT analysis Countermeasures by Nikko

Top share in portable Increased market share through
conveyors in Japan standardization and shorter delivery time
Business operation combining manufacturing | Proposal of synergies with
Strengths and sales as well as maintenance service crushers, etc.
Product development based on | Comprehensive ability that
the four core technologies includes testing facilities
Growth potential of portable . .
S conveyor market Expansion of product domains
Calcination technology and Expansion of synergies with
human resource shortage the AP-related business
Large market Proposal of short delivery time and
. Entry into the stringer conveyor market | low price through modularization
Opportunities - — -
New markets including lithium | Product proposal in response
battery recycling to customer needs
e e Proposal of short delivery time
Threats Intensifying competition and differentiation

Net sales by product, operating margin, medium-term plan numerical targets
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Other Business

We aim to capture the top share of 50% in mobile

crushers. Waterproof boards are aimed at minimizing
the damage of torrential rain, and we will further

expand their sales.

®We aim to achieve net sales of 13.5 billion
yen in FY 2024, operating income of 1.3
billion yen, and operating margin of 9.6%.

@Mobile crushers, our mainstay product, is an imported machine business
and the continued depreciation of the yen will affect it negatively.

®We are expecting net sales of 2.0 billion yen from Ube Kohki,
which we acquired, in FY 2022 and 2.3 billion yen in FY 2024.

®Waterproof boards are expected to continue posting
stable growth in the future.

Values to ®Mobile products are fuel-efficient and emit
be realized less CO2 and offers high economic values such
as ease of transport and sale as second hand machinery.
®Waterproof boards protect housing, building, and train
stations from torrential rains.
®Temporary construction materials offer construction
scaffold environment that is safe, secure, and efficient.

®As for mobile products, we mainly offer KLEEMANN
strength products, which are highly fuel efficient with COz
emissions a fifth to a half of the products of other companies.

®We have an integrated structure from design to construction
work for waterproof boards and a good track record.

®Although the continued depreciation of the yen
environment affects mobile equipment negatively, there has been
a sustained favorable business environment given the shift from
stationary machinery to mobile models and the highly rated product
performances that boasts the world’s highest fuel efficiency and
low CO2z emissions (net sales have risen three-fold over the past two
years). In terms of measures against foreign exchange fluctuations,
we are pursuing price revision and enhancement of product
lineup. There is large potential demand for waterproof boards,
but the delivery time has been extended due to postponement
of construction works caused by material shortage. Subsidies for
such products from the central and local governments have been
increasing. The temporary construction materials market is a niche
market, with an environment of strong demand. We are working on
raising product prices given the soaring prices of aluminum materials.

‘ @ Construction waste materials are
and strategies currently transported and disposed from
construction sites to intermediary processing facilities. However, the Japan
Construction Equipment Manufacturers Association is currently discussing

- FY 2024 numerical targets i

Net sales
13.5 billion yen

Operating income QOperating margin

1.3 billion yen 9.6%

T Business Strategies T
m Sales expansion of mobile plants and strengthening of profitability

uEnhancement of product lineup

m Strengthening of sales structure and promotion of maintenance service business

mRealization of synergies with Ube Kohki

Senior Executive Officer
General Manager, Mobile
Plant Business Department,
Business Division

Takeshi Sone

Business overview Details

Mobile crushers, waterproof boards, floodgates,
temporary construction materials, hand tools, etc.

Stone crushing, mining, civil engineering and
construction companies, rental services, OEMs, etc.

Mobile crushers: 20% share in Japan; small-
sized aluminum staircases: 40%

17% of overall sales (waterproof boards and floodgates: 24%,
Sales breakdown temporary construction materials: 23%, mobile crushers: 22%,
hand tools: 11%, Nikko-developed products: 9%; other: 11%)

Operating margin  16.1% (FY 2021)
Ratio of MS net sales 1%

Satte factory, Fukusaki factory, Mobile Center, Kakogawa factory,
Tokyo facory, Akashi head office factory, Japanese subsidiaries

MS: maintenance service

Products

Customer

Market share

Production bases

processing and reusing them at construction sites from the perspective
of switching to a processing method that is more friendly to the earth’s
environment. This may result in an increased demand for mobile
equipment. Going forward, we aim to expand sales to new customers and
rental services leveraging our products’ economic superiority such as
high fuel efficiency, while pushing forward with the introduction of mobile
soil improvers, which is under development, and reinforcement of the
structure to handle the increasing demand for maintenance of supplies,
etc. caused by the growth in the cumulative sales of equipment.

@ Waterproof boards are expected to enjoy an environment of continued
strong demand, and we are pursuing an upgrade from the current
structure with an annual production of 1.0 billion yen to one with annual
production of 1.5 billion yen. Amid concerns of an increase in the number
of new entrants, we plan to raise the sales ratio of highly profitable slide-
type and door-type special products, which currently account for 35% of
net sales, to 50% in the final fiscal year of the medium-term plan.

SWOT analysis Countermeasures by Nikko

STRATEGY FOR VALUE CREATION

Mainstay KLEEMANN products
boast the top share globally Expansion of product lineup
Strengths Ample experience and business ability and sales channels
starting from design to construction work
A weaker yen is a disadvantage for Expansion of the products we
Weaknesses mobile equipment, as they are imported | offer and price revision
Shift of demand from stationary | Propose high product performance
machines to mobile ones including high fuel efficiency
o Trend towards recycling waste
Opportunities materials within the construction site . X
- - 5 Solid maintenance structure
An increase in natural disasters
such as torrential rains
Entry of rival companies Offering of products and services
Y i with higher customer satisfaction
Threats -
Intensifying price competition FO(.:US on sng|aI proQuch,
which have high profitability

Net sales by product, operating margin, medium-term plan numerical targets
I Temporary construction materials Il Waterproof boards, floodgates
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I Mobile plants Bl Other (%)
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Risks and Opportunities

Nikko identifies risks that could significantly impact the business activities in the future and pursues
the development of a corporate culture resilient to crisis by grasping and managing those risks.
The key risks currently recognized by the management as likely to significantly impact the
consolidated companies’ financial status, operation results, and cash flow are listed below. By
recognizing these risks, we believe that it is necessary for us to strive to avoid the occurrence of
such situations, and respond to them if they occur.

Related risks and opportunities Details of risks and opportunities

Risk The asphalt plant market in Japan is an oligopoly where two companies,
Nikko and another company, together account for almost 100% of the
market. Nikko’s market share exceeds 70% and our position as the top manufacturer

Risk of has not changed for a long time. However, our ability to showcase our differentiation
insufficient to customers may weaken if we fail to carry out sufficient product development or if
differentiation the other company develops a meticulous maintenance structure equivalent to ours.

with competitors Opportunity The Company will pursue differentiation by developing new products

that contribute to realizing carbon-neutral society and CO2 reduction and
through business model reform of the maintenance service business to secure our
position as the overwhelming top manufacturer.

(1) Risks related

to the asphalt In rece_)nt years, no fore_ign manufacturer has entered the asphalt plant
lant (AP)- . - markgt in Japan, but Chinese and Koreah manufacturers are gradually
P Risk of overseas acquiring technical prowess and they may be planning to enter into the Japanese
rela_ted i manufacturers market. If foreign manufacturers enter into the Japanese market, the competition
business in entering the among manufacturers may intensify.
Japan Japanese It is difficult for a foreign manufacturer without a sufficient maintenance
market structure to enter into the Japanese market. Therefore, if a customer, who
purchased a product from a foreign manufacturer, realizes the excellence in our after
sales service, we can expect it to boost our rating among customers.
. L : Major road builders are going through active reorganization, which may
ROy Risk develop into reorganization of the road pavement industry in the future. If
market c.:iue.to integration of asphalt plants advances due to the industry reorganization, the market
reorganization of may shrink.
ir:::s?f;ement If shipment from a plant increases because of integration, we can expect
the amount spent on capital investment to increase in total.
Asphalt plants primarily use fossil fuels as energy source. About
1.5 million tons a year of CO:2 is estimated to be emitted in Japan for
manufacturing asphalt mixture, and 70% of the emissions are thought to be from
Nikko-manufactured plants based on the market share. If the push towards reducing
(2) Risk related to Nikko’s environmental burden globally advances faster than expected, there is a possibility that
technological innovation not our technological innovation cannot keep pace with it.

catching up with the initiatives for
reducing environmental burden

In close collaboration with road pavement companies, who are the
customers, Nikko is working on early social implementation of technological
innovations such as combustion efficiency improvement and shifting of heat source at
asphalt plants (carbon-neutral fuels, electrical heating technology, etc.), improvement of
transportation efficiency through innovation of mixture transportation method, collection
of COz emitted by asphalt plants, and CO2 absorption using ready-mixed concrete.

Opportunity

In the asphalt plant market in China, Nikko has secured a certain position
isk 48 . - ;
in the high-end model category and we are steadily recording sales and
Risk of profits every year. In recent years, however, Chinese companies in general have gained
(3) Risks related to | intensifying technological capability and there is a possibility of many Chinese manufacturers
the overseas competition in entering the high-end model market in the future leading to intensified competition.
business the high-end AP ; So far, the rivals in the high-end market are two European companies and
A Opportuni ’ ) ) L
market in China one or two top Chinese companies, and the competition is not very tough.

As competing companies in the high-end model market increase, the market itself is
expected to expand.
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Related risks and opportunities Details of risks and opportunities

(3) Risks related
to the
overseas
business

Risk of failing to
achieve sales in
accordance with
the plan in the
ASEAN market

Risk As part of the growth strategy, we established a manufacturing subsidiary
in Thailand in FY 2020 and invested more than 1.0 billion yen in the factory.
The premise of this investment is that we can stably sell asphalt plants every year in
Thailand and other ASEAN countries. However, if our plants are not able to sufficiently
gain the trust of customers in Thailand and other ASEAN countries contrary to the plan
and sales volume falls short of the plan, the factory would post loss, resulting in risk of

impairment of the factory.
. The ASEAN market is not yet large enough for two European companies,
Opportunity JAERS } . s ;
Nikko’s competitors, to invest resources. Hence, competition with European
manufacturers is not intense, and we can expect to capture the market early on.

(4) Risk of reduction in public
investment budget

Risk In the past, when the Democratic Party of Japan replaced the Liberal
Democratic Party, “from concrete to people” became a slogan and many
of our customers shifted to limit capital investment. As a result, our sales declined
significantly. In the future, if a party that holds up a policy to reduce public investment
forms the government, our customers may shift to curb investment like they did during
the previous Democratic Party of Japan regime.

Opportunity The Fundamental Plan for National Resilience received a budget of 15
trillion yen for five years and there is little possibility of customers rushing
to curb investment and we can rather expect expansion of investment.

(5) Risk regarding securing of
human resources to engage in

on-site operations

Risk With our business model, we carry out the entire process from plant
manufacture to installation on site and offering of maintenance service
all in-house. In recent years, manpower shortages has made it difficult to hire on-
site workers such as maintenance service staff and construction work staff. If we
are unable to hire the required number of on-site workers, it may become difficult to
maintain a competitive edge with our business model.

Opportunity In maintenance service, we can solve the issue of securing human
resources by promoting labor saving through systemization of maintenance
services using loT, etc.

(6) Risk of spread of COVID-19

Risk If an employee gets infected with COVID-19, he or she must stay away
from operations temporarily. As our products are designed according to the
order and then manufactured, it may significantly affect delivery to customers, especially
if an employee in a technology division is infected, design work will be suspended for
a certain period of time. Further, in overseas operations, if the spread of COVID-19 in
countries where we have operations restricts social activities, it may become difficult to
carry out sales activities there. In particular, if the infection spreads in China, Thailand,
and Taiwan, where the Nikko Group has business bases, it may have a direct impact.

Opportunity The Japanese construction industry, in general, has not had any
significant direct impact from the COVID-19 pandemic and has been
performing solidly, and we expect minimal impact on the industry also in the future.

(7) Risks related to increases in

material prices

Risk As the global economy tries to recover from the worldwide COVID-19
pandemic amid widespread price increases caused by supply restrictions,
logistics constraints, etc., the prices of fuels such as crude oil and natural gas rose
markedly due to the Russia-Ukraine situation, resulting in accelerated price increase.
The prices of the materials Nikko purchases also continue to rise, and the Group’s
profitability may worsen if this situation continues into the future.

Opporturnity Nikko reflects the material price increases in the quotations for AP and

BP customers and this is expected to lessen the impact on profits in the
future. Nikko is raising the price of modular conveyors sold by its agents, which has
been largely accepted by customers.

(8) Risks related to the Russia-

Ukraine situation

Risk Nikko has suspended business with Russia. The impact of the suspension of

business with Russia is negligible, as they were limited to parts transactions

worth several tens of millions of yen a year in recent years. However, there is a possibility

of capital investment plans at Nikko’s customers getting affected by the increases in crude
oil prices due to the Russia-Ukraine situation and the changes in the global economy.

Opportunity Even if the price increases in crude oil, etc. and changes in the global

economy affect customers’ capital investment plans, etc., it is unlikely to
result in a significant decline in sales, as net sales in service maintenance, which is
stable, account for more than 60% of AP and BP net sales.

Note: Items (7) and (8) were newly added in FY 2021.
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Measures to Reinforce Platform for Delivering Value to Realize 2030 Vision
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-R&D expenses: 0.73 billion yen

-Development division engineers: 28
people

-Joint development with customers
and external organizations

-4+a core technologies (drying, mixing
and kneading, material handling, and
control) + measurement

Goals in 2030

-Full-scale installation of low-
carbon and environmentally
friendly products

-Installation of automated
products leveraging Al and loT
technologies

-Lateral deployment of
environment-related equipment

Nikko Group upholds a customer-first policy as its corporate philosophy. Our mission is to provide products
and services that truly satisfy our customers while gaining widespread trust from society, and becoming a
solution partner that grows with our customers.

-Human resource development for transfer
and expansion of core technologies
-Short-term and medium- to long-term product
development aimed at decarbonization
-Building a development platform for
environment-related equipment

-Acceleration of development for increasing
the amount of social implementation

STRATEGY FOR VALUE CREATION

To realize the 2030 Vision, it is important to make the value co-creation platform strong and it is necessary to
continue refining the four core technologies of mixing and kneading, heating, control, and material handling.

-R&D expenses from FY 2022 to FY 2024: 2.5 billion yen (2.1 times)
-The number of development personnel to be hired from FY 2022 to
FY 2024: 12
-Nurturing based on active implementation of human resource rotation }
-Promotion of open innovation with customers and external
organizations including universities
-Update of product development roadmap and redistribution of resources
-Promotion of company-wide project themes

-Human resource rotation implemented in the
current fiscal year: 2 employees

-FY 2021 -> FY 2022: employees increased by 4
-Joint R&D: 4 projects being implemented
-Updating product development roadmap

-2 company-side projects to be implemented

-Establishment of a marketing
division

-Adaptation of the
organization for globalization
-Utilization of past and future
data

-Support of comprehensive
operation of plants

-Offering of environmentally
friendly products for low
carbonization

-Offering of products +
operation through remote
operation and automation

-No. 1 manufacturer in Asia

-Development of environmental products
-Acquisition of plant operation knowhow
-Acquisition of overseas partners (agents)
-Nurturing of human resources who will play
the main role in developing fields

-Trade shows for new products

-Collaboration with customers (development, education)
-Establishment of overseas planning division and support
for acquisition of products and partners }
-Enhance the hiring of new graduates

-Arranging more environmentally friendly products by
joining an industry association

-Trade show for new products: Scheduled in
November

-Collaboration with customers: To be
implemented for mutual education

-Acquisition of partners in neighboring countries
by utilizing the Thailand House Messe

-Joining Japan Road Contractors Association
(JRCA) as a support member

-Group of skilled engineers who
respond to customer needs

-Core technologies (mixing and
kneading, heating, material handling,
and control)

-Accumulation of knowhow regarding
plant design and technical bases

-Cooperation structure with technical
design partner companies

-Plant solution provider

-Proposals that create values
at both customers and
society

-Comprehensive support of
remote operation, automation,
saving manpower

-Overseas expansion of global
standard products

-Systematic human resource hiring, strengthening
the knowledge of the workers through nurturing

-Enhancement of core standard products that
respond to customer needs

-Improve customer satisfaction in quality, safety,
and environment friendliness

-Propose suitable products that reflect customer
requests and meeting the delivery date

-Improvement of design work efficiency and shift
of resources to new expanding business fields

-The number of engineers to be hired from FY 2022 to FY
2024: 35

-Promotion of standardization and development of
products with high added values

-Build engineering structure that combines sales and }
maintenance service

-Restructuring and development of global models and
technological involvement in overseas production
-Promotion of outsourcing and digitization of operations

-Active investment in resources, placing engineers at the
eastern and western bases

-Offering of a series of block-type plants, a high
percentage of which is built in-house

-Restructuring of organizations in charge of mission
implementation and building engineering methods

-Establishment of a team dedicated to overseas markets,
hiring of human resources for overseas expansion

-Development of a new control panel model

-Introduction of a new core
system

-Construction of new
materials warehouse
-Human resources to build
procurement base

-Operation structure focused on stable
purchasing and cost reduction

-Information sharing with suppliers and
favorable relationship of trust with them

-Acquisition of ample knowledge of
products and industry trends and
enhancement of communications with
suppliers and within the company

-Contribute to the mitigation of
environmental burden

(Short term)

-Soaring prices of supplies and prolonged delivery time
-Large burden of daily operations including
receiving and placing orders

-Aging of the core systems

(Long term)

-Surging raw material prices, their shortage, and
depreciating yen

-Discontinuation of the production of supplies
-Downsizing and closure of suppliers

»

(Short term)

-Early dissemination of information regarding price revisions
and delivery information

-Improvement of operating efficiency using a new system (cost
accuracy, divisional collaboration, EDI) }
(Long term)

-Work with designing section and promote functional purchase
-Cost reduction through centralized and distributed purchasing
-Reconsider sustainable supply chain

-Promote communication with suppliers

-Information on price revision status and delivery

=> Continue to disseminate. Details are being
prepared at individual levels
-New system

=> The Purchasing Department has already implemented, and
other departments’ EDI implementation rate exceeds 30%
-Cost reduction

=> rate of achievement in FY 2021: approx. 80%
-Reconsider supply chain

=> Being implemented

-Three latest fiber laser processing
machines, etc.

-Technology and skills of integrated
in-house manufacturing from primary
processing of materials to canning
welding, machine processing, final
assembly, and trial run as well as
production and shipment control

-Further improving productivity by 10%

-Flexible, large variety and enhancement
of production corresponding to
destinations

-Achievement in both quality improvement
and reduction of manufacturing cost

-Thailand subsidiary NIC to turn profitable
in a stable manner

-Further improving productivity by 10%
-Flexible, large variety and enhancement of
production corresponding to destinations
-Achievement in both quality improvement
and reduction of manufacturing cost
-Thailand subsidiary NIC to turn profitable in
a stable manner

g

-Expansion of the manufacturing factory block of head
office factory

-Replacement of aged equipment

-Reconstruction of factory layout

-Promoting engineers to acquire multiple skills

-Utilization of foreign technical interns

-Human resource rotation

-Vitalization through appointment of young

employees as group leaders

-Number of technical interns accepted in FY
2022: 6

-Implementation of environmentally friendly
factory construction plan

-Operation engineers: 20 including
8 field management engineers
and 17 chief engineers

-Contractors around the country

-End-to-end structure from
assembly to operation adjustment

-Operation engineers: 30

-Increase field management engineers
and chief engineers and take on all
sorts of plant installation works

-Digitization of work plan, safety
documents, etc. to enable a structure
where anyone can handle them

-Reduction of work processes and response to safe
operations or safety instructions

-|dentifying new contractors and collaboration with
other departments

-Easy-to-implement structure in the design and
construction work stages

-Digitization of work plans and safety documents
(conversion to online, and online work)

-Easy-to-construct unit structure, increasing the
percentage of parts built in-house, forming JV with other }
companies

-Promotion of structure designs that facilitates safe work

-Proactive negotiations with contractors throughout Japan

-Reduction of on-site construction man hours
by improving the degree of product completion
-Initiatives for reviewing construction work
processes

-Two new contractors. Continued efforts for
discovering more contractors

-Service men: 110 employees

-Transfer of front office operation,
strengthening of organization

-Development of workplace safety
and machinery management
system

-Plant management through
asset management

-Start of operation service
-Global operation of customer
support

-Shift from after-incident maintenance to
predictive maintenance

-Acquisition of on-site human resources
-Remote management and utilization of
plant operation data for prevention and
prediction

g

-Predictive maintenance based on next-generation diagnosis
and promotion of shift to next-generation preventative and
predictive maintenance }

-Hiring, reduction of emergency repair, and improvement of
efficiency through division of labor

-Starting actual operations at cooperating factories and refining it

-Expecting contracts with 10 AP users and 20
BP users

-Plan to appoint employees who are in charge
of area-based front office operations

-Start of data monitor operation
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Sustainability Strategy in Medium-Term Management Plan

Since its founding in 1919, Nikko Group has been focusing on solving various social issues for more than a
century. Furthermore, in the next 100 years we will continue our aim towards solving the problems facing
society, as well as creating a sustainable corporate value.

To solve customers’ issues, it is essential to realize green transformation including offering of plants
supporting decarbonization in addition to digital transformation, which enables automatic operations using
remote monitoring and remote operation of plants leveraging loT and Al technologies. In the new Medium-
Term Management Plan, we will further accelerate the implementation of such initiatives.

Sustainability issues Nikko Group is working on

-I Strengthening of E Harmony with

natural environment
.o

national resilience

Abidz

Early restoration from natural disasters
Initiatives towards intensifying disasters
Development of business continuity

Disaster prevention and mitigation,

addressing aging infrastructure Biodiversity

II Strengthening of national resilience

For early restoration from intensifying natural disasters,
such as large typhoons, severe rainstorms, and earthquakes,
we need the quick recovery of the Groups’ plants. We are
strengthening our emergency responses including early
identification of damages (by natural disasters), supply

Harmony with natural environment

Nikko Group clearly positions the goal of net-zero CO:2
emissions by 2050 among its management policies and
closely cooperates with customers to achieve carbon-neutral
goals during plant manufacturing at the company as well as
during operation of Nikko-made plants at the customers’.
(See p. 55)

Nikko Group has been successfully recycling construction
and road waste materials given the limitations of natural

Development of a prosperous society

Partnership with diverse stakeholders is indispensable
for solving social issues. We aim to simultaneously realize
sustainable economic and social values by raising the level

Decarbonized society
Recycling-oriented society
management Water resources

3 Development of_ a

prosperous society

O

Pursuit of customer satisfaction
Improvement of employee engagement
Collaboration with business partners
Co-existence with local communities

chains, subsidiaries, and partner businesses and working
to offer multifaceted support for customers. We also
immediately respond to customer needs related to disaster
prevention and mitigation as well as measures to address
aging infrastructure. (See p. 60)

resources and for reducing the environmental burden
(recycling rate of 99%). Currently we are working on
recycling cement sludge (waste generated from rinse water
of mixers and secondary concrete products). It is also
expected to contribute to decarbonization, as the recycling
process of precipitated calcium carbonate (reused as a raw
material for pharmaceuticals, ferrite, coatings, etc.) that is
generated from concrete sludge absorbs CO:. (See p. 59)

of satisfaction and nurturing empathy through the offering
of new values to customers, employees, business partners,
local communities, and shareholders. (See p. 67)

Green transformation and digital transformation in the Medium-Term Management Plan ———

Nikko Group aims to become the plant operation partner
of its customers by establishing, as a plant manufacturer,
absolute superiority in environmentally friendly services such
as decarbonization as well as by building lasting relationships
with customers through plant operation service. To this
end, it is essential to realize green transformation including
offering of plants supporting decarbonization in addition to
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digital transformation, which enables automatic operations
using remote monitoring and remote operation of plants
leveraging loT and Al technologies.

We have been actively working on these two transformations
to enable us to be the chosen management partner of our
customers for reforming their plant operations by leveraging
our strong product appeal as a plant manufacturer.

SUSTAINABILITY AND MANAGEMENT FOUNDATION

Sustainability Strategy in the AP-related business in Japan

Receipt > Receipt

. . Pavement
IW> *Offering of maintenance subscription service > Vehicle dispatch > Tran3p0ﬂ> works

Customer
A Doy ction plan Plant operation m Truck location
Iﬂ Data composition Operation data O®) information
Information Offering of plant Become a one and only
operation information presence with technical prowess {—
and service capability!
Feedback to planning . - Feedback regarding
Evolution of technology and and development plant operation Customers’
products as a manufacturer, based on customer needs (Present) management partner through service
Nikko D%qarboni_zatipn,l I%vy calrlglgn Fuel transition _ Plants wlitg ’ Stre"r%fgﬁgiﬁ'sgtﬂﬁgﬁ'gsﬁmer Remote ’ggg:fgzg‘r?l remote
igitization including lo Further stability and ’6} enwronr:er;ca ur .en subscription, etc. Automated plant operat|on
‘I’ A refiance through b table operation Further stabilty and reliance 1l
energy saving proposals by on-site MS through predictive maintenance

Green transformation
(Support for decarbonization)

Green and digital transformation promotion structure

At Nikko, three cross-divisional teams are active directly
under the president to transform the business model from
a model based on plant manufacturing and sales into “a
leading company in a decarbonized society,” which supports

Digital transformation
(Remote operations and automation support)

automated plant operation at customers. Nikko will pursue
business model innovation and sustainable growth, as the
three cross-divisional teams deepen collaboration and work
to solve various issues.

CEOQ’s Office

Offering of next-generation
maintenance service by leveraging
loT tools

Development of a seamless plant
information system

Development of a new control system
utilizing Al and image recognition
Integration of platforms of in-house

Global Marketing Team devices

Low Carbon Task Force
(LCTF)

Joining decarbonization-related
organizations

Offering engineering proposals to
Nikko customers

Sales expansion of decarbonization

Entry into new related businesses

systems

Analysis of market trends in Japan
and overseas, customer needs, and
customer information

PR strategy for stimulating demand
Creation of market, based on mutual
trust with customers

Deployment to overseas customers

Carbon-neutral initiatives

R&D and human resource development and enhancement

R&D in priority areas and development and enhancement
of human resources are important to promote and achieve
the two transformations. We will actively hire external
human resources including science major students,

[Priority fields for R&D]

*Warm mix plant facilities

* AP regenerative burner » Co-generative system

L ong-distance mixture transportation technology ~® Ammonia burner

*New RAV system
® AP exhaust gas CO: capture system @ Sand drying equipment

*New burner control technology

visualize the skill levels of our internal human resources,
and implement reskilling for developing and enhancing
human resources, and achieve innovation by boosting
expertise and diversity.

[Priority fields for human resource
development and enhancement]

®Product development @ Design and engineering
Control, remote, automation technologies

© Shipment-linked plant operation system #Technical support and plant operation support

*Remote maintenance
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Realization of Carbon Neutrality

Initiatives for reducing CO2 emissions (Scope 2)

@ Installation of solar power generation facilities

The Group installed solar power generation facilities at

the head office factory of Nikko Co., Ltd. in March 2013.

OArea: 338 m?
OPower generated: 415,163 kWh
(cumulative total for FY 2013-2021)

Nikko plans to further increase the number of solar

energy power generation facilities within its premises.

@ Switch to CO2-free electricity

Nikko Co., Ltd. switched all electricity used at its head
office to electricity generated from renewable energy
sources in March 2022. It has been promoting similar

Power usage (parent Nikko)
(10,000 kwh)

B0 — ———— ==

40—

30—

200~

00—

2017 2018 2019

Initiatives for reducing CO2z emissions (Scope 3)

@ Shift to warm mix

We have succeeded in developing and commercializing a mechanical
foamed asphalt generation equipment, something which road
pavement companies had been actively working on. We are the first
Japanese plant manufacturer to develop and commercialize such.
The equipment lowers the temperature during the manufacturing of
asphalt and thus contributes to a reduction in CO2 emissions.
Tokyo Metropolitan Government had been verifying the
technological aspects of low-carbon (warm mix) asphalt mixture,
which is expected to curb CO2 emissions, and it approved the
technology as a new mixture in June 2022.

According to calculation by the Tokyo Metropolitan Government, if
the low-carbon (warm mix) asphalt mixture, whose manufacturing
temperature is reduced 30°C, are used in projects ordered by the
metropolitan government, it is expected to reduce CO2 emissions
by 3,470 tons a year.
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Nikko Group set forth to achieving virtually zero COz2 emissions (carbon neutrality) in 2050 as a
management goal and has started implementing various initiatives to achieve this.

initiatives at its offices and group companies, and Nikko
Group aims to achieve RET100 (100% shift to electricity
made using renewable energy) in 2030.

[ Regular electricity COe-free electricity

2020 2021 2022(plan) (fiscal year)

Complete the commercialization of mechanical foamed asphalt generation equipment

@ Fuel transition

The Group has been developing liquid and powder
biomass burners as well as gas burners that has low
CO:2 emissions to replace existing heavy oil burners by
applying Nikko’s combustion technology. We have been

SUSTAINABILITY AND MANAGEMENT FOUNDATION

making efforts to change the fuel used in its asphalt
plants to low-carbon and decarbonized fuels and have
been actively proposing the alternatives to our customers
for achieving carbon neutrality.

@ Alternative fuel burners that have been developed and launched

Gas burner

@ Alternative fuel burners in development

Nikko Group has been driving forward to
develop burners that use ammonia and
hydrogen, which do not emit CO:z in the
combustion process. The development is
not just aimed at asphalt plants, as the
Group is conducting joint research with
Osaka University and Tokyo Gas Co., Ltd.
to enable the application of its technology
in various industries.

Ammonia burner (in development)

Liquid biomass burner

Hydrogen burners (in development)

© CO: absorption effect in the recycling process of concrete sludge

Calcium carbonate is created when highly alkaline calcium-
rich waste water reacts with the exhaust gas (CO2) in

the air. The use as a concrete admixture is expected to
reduce COz emissions by 440 kg CO2-t.

Manufacturing flow of PAceCS and Eco Tankaru

(Solid-liquid separator}

(Crystallizer) [Water treatment facilit)a (Released into rivers}

Filter press

Concrete sludge
storage pit

Receives concrete Dilute concrete
sludge created in sludge with
centrifugal casting water

[ Elution tank ]

Calcium carbonate manufacturing
equipment

Satisfy waste water

criteria by adding
chemicals to =
neutralized water 3

pasesjey

ﬂ.

Transport and
dry sludge cakes Crush and grade the dried sludge cakes
Transport Drylng

)&q - Screen
,,,,,, =

PAdeCS

It can capture CO2 at normal temperature and pressure without using chemicals.

‘The technology is called Mineral Carbon Capture & Utilization <MCC&U> technology, and is one of COz reduction technologies.

©Eco Tankaru (precipitated calcium carbonate): A low environmental burden product manufactured by
capturing the CO:z in the boiler exhaust of secondary concrete product factories. It is used in concrete

admixtures, paper, coating, rubber products, etc.

©OPAdeCS : A highly alkaline environmental purification material derived from cement. It is used as water
pollutant remover, as material for recovering phosphorus, which is getting depleted, in deodorizers, etc.

<Source: PAdeCS Study Group>
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Information disclosed based on TCFD framework TCH) ‘(.

Climate change caused by greenhouse gas (GHG) emission has
an enormous impact on society and economy, and Nikko Group
recognizes that it is the most pressing social issue the Group
should work on. For the realization of a decarbonized society
targeted in the Paris Agreement, Nikko Group is aiming to
achieve a 50% reduction in COz emissions (compared with FY
2021) from its business activities as well as operation of Nikko-
made plants at customers as an interim target for FY 2030.

The Group is promoting the development of technologies for
reducing CO2 emissions and provision of related products and
services towards achieving carbon neutrality in 2050. After
endorsing the TCFD recommendations in October 2021, it
has been disclosing information in accordance with the TCFD
framework for smooth communication regarding climate
change issues with stakeholders including shareholders and
investors.

Status of the initiatives related to the four core elements of the TCFD recommendations

Nikko Group’s initiatives

The Group has established the Low Carbon Task Force (LCTF) led by the managers of business

and development divisions, which gathers and analyzes carbon neutrality-related information

and carries out planning (once a month meetings).

The Committee of Inside Executives sets forth targets based on the proposals by LTCF and
Governance formulates detailed strategies for achieving them.

Key measures and action plans formulated by the committee are promoted company-wide and

the progress is reported to the Board of Directors.

The Board of Directors deliberates on the validity of strategies and inherent risks and

supervises the progress towards targets.

Identify risks and opportunities in scenario analysis considering the 2°C and 4°C scenarios
Strategy Analyze the impact of risks and opportunities on business and finance
Formulate plans for product development and market introduction towards achieving carbon neutrality

The Risk Management Committee chaired by Senior Managing Director and General Manager

of Administrative Division identifies and manages risks that have major impact on business and

ManI:IZI:nent finance as priority management risks.
s The committee shares risk information with the Committee of Inside Executives and the Board of
Directors and decides appropriate responses from the perspective of company-wide risk management.
Verification of COz emissions by Nikko Co., Ltd. (Scope 1 and 2)
Switch to renewable energy-based electricity and establishment of RE100 target
Verification of COz emissions in Scope 3
. Establishment of the interim target for 2030 and formulation of product development and
Metrics and . .
market introduction plans
Targets

<FY 2021 results> - CO2 emissions (Scope 1 and 2): 2,759 t-CO2
- COz emissions (Scope 3): 779,260 t-CO2

<FY 2030 target> - COz emissions (Scope 1, 2, and 3): 391,000 t-CO2
<FY 2050 target> - CO2 emissions(Scope 1, 2, and 3): aim for virtually zero

e\t [[€-8 Carbon neutrality promotion structure

Nikko established the Low Carbon Task Force (LCTF)
led by the managers of the Business and Technology
Development Divisions as an organization that promotes
the realization of carbon neutrality. Through its monthly
meetings, it has a system in place to examine and discuss
the issues in a cross-divisional manner for the realization of
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carbon neutrality based on data verification and evidence.
The Committee of Inside Executives discusses the plan
proposal drafted by LCTF and formulates concrete target
values and specific strategies for achieving the targets.
The Board of Directors deliberates on what the Committee
of Inside Executives formulated and monitors its progress.

SUSTAINABILITY AND MANAGEMENT FOUNDATION

Governance structure diagram

Board of Directors

Supervision
Report P

Give instructions

Committee of Inside Executives 4—|' Low Carbon Task Force

Report

Give instructions Give instructions
Report

Business divisions, subsidiaries

) ) ) — Ref i
Strategy Climate change scenario analysis <reference scenarios>
M [EA “World Energy Outlook 2020”

Nikko assumes the future temperature rise scenarios in the -STEPS (stated policies scenario) ,
R N i . -SDS (sustainable development scenario)
range of 2°C and 4°C upon and carries out the medium-
term (2030) and long-term (2050) io anal W IPCC ARS
erm and long-term scenario analyses. -RCP2.6 (2°C scenario)

-RCP8.5 (4°C scenario)

Business and financial impact of climate-related risks and opportunities based on scenario analysis

. [gg]et-Tes elg] . Impact on
Risks Opportunity

Rapid shift to decarbonized burners (plants) High Dergand fodr UPdstin_g tg kI)OW— High
carbon or decarbonized burners
(plants)
Request from users to share the carbon tax ik
burden (discount) 9
- - - . Growth in market share due to q
Market introduction of highly carbon-efficient High superiority in the R&D competition High

roadbed materials alternative to asphalt

) Increase in demand for concrete
Medium products

(roadbed materials alternative to
asphalt)

Increase in R&D expenses and capital investment

(decarbonized burners, CO2 capture and storage technology, etc.) Medium

2°C S,Cenano . New entry by boiler, burner, and electric Medi
SRR fyrnace manufacturers edium
low-carbonization)

Growth in demand for recycling and

. . low-carbon plants due to stricter Medium
Decrease in the number of operating plants Medium environmental restrictions in China

due to centralization to large plants and Southeast Asian countries

Increa'se in the cost of procurement of raw Low Provocation of demand for new
materials (steel materials, etc.) plants due to spread of CO, Low
] . R fixation concrete
Increase in the cost of electricity derived from Law
renewable energy . o
Increase in demand for lithium
Increase in the cost of procurement of L battery recycling equipment due Low
alternative fuels oW to expansion of the EV market
Expansion of the new roadbed and construction Increase in demand for preemptive High
material markets due to measures against heat Meditim maintenance for stable operation <
island effect (shrinkage of the existing asphalt
and concrete markets) Increase in demand for disaster q
: T Medium
prevention or mitigation models
(4A C S,C SNkl Increase in the cost of procurement of Low g‘g\?::ﬁ;g gfggi';‘:;g:g:fg:ggf Medium
ssuming no progress ; ; ;
i ]ow-cargbonizgtign) materials due to suspension of supply chains boards, temporary scaffolding, etc.)
Increase in demand for counter- Low
disaster mobile plants
Increase in BCP expenses Low Increase in demand for transferring Lean

plants to areas with low disaster risk

The degree of financial impact is evaluated across three levels between high, medium, and low, depending on the materialization of the risks and opportunities and the impact on periodic income.
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Four steps and seven approaches towards the realization of carbon neutrality

SUSTAINABILITY AND MANAGEMENT FOUNDATION

Road map for the development of carbon-neutral products

@® Four steps material storage system |
FY 2021 ’
To grasp COz emissions in Scope 1, 2, and 3 as accurately for 89.3% of overall emissions in Scope 3. The Gasburmer e Reform of the LIeeis L] Afgreqata yard faor
. o . . . . . . . satellite plant system foamed equipment enhanced moisture
as possible, we verified major categories by setting Group will offer products and services by identifying management
certain conditions. As a result of the verification, CO: the most cost-effective methods for reducing CO2 ]—‘q”i'ad biomass SO“g biomass
emissions from using products such as the Nikko- emissions, while sharing with customers the evidence SIS s S . - B
made plants we sold were 692,000 tons, accounting extracted from verification data. %gﬁnmfgg;’rr;&‘g‘g e A ——
: Powder concrete aggregate in yard
0 g e a biomass burner
STEP STEP STEP STEP
Ammonia / v plant facilities -
hydrogen : Equipment to collect
Accurately grasp the g Reduce the > Capture > Offset burner (small . Devipmerto gt
s - - material
volume of emissions emissions FY 2025 New bumer T | [
control technology deliver
y system
To accurately understand the COz emissions during water content has proved effective in reducing the Heat pump Long-distance mixture
the mixture manufacturing process, Nikko analyzed energy consumption in the drying and heating process. : system v transportation
h . h . | Si B d h ified d Nikko h b ki Ammonia / technology AP exhaust gas .
the energy consumption at the mixture plants. Since ased on such verified data, Nikko has been taking D — New RAV CO: capture Sand drying
about 80% of energy is used to remove water and seven approaches to developing products aimed at Y 2030 burner (medium) system system equipment
heat aggregates (recycled materials), reducing the decarbonization as part of efforts to reduce emissions. :
€Oz emissions AP regenerative
Achievement of burner Shipment-linked
50% reduction plant operation
@ Seven approaches system
7 \ 7 7 ® \ 7 Vs N B Vs N Alr)nuTr?;Ija Electrification Induction heating
) . i g~ ' ) ' ipment for Dispersed mixture
©) / . Transformation - X ® / X (large) eauipmen
/ ) .y ) y ) \ reheating aggregates tora t
Fuel \* ® . of the material @ " ccu \* ® a @ ) . e
transition / W \ Storage / Reform of Ll r Transformation ' \ Electrification FY 2040 i 1 ¢
arm u - v by . o . v
\( ! '\ system )’ the plant Y ¥ of the mixture / COg emissions
N mix h 4 h delivery system # Achlevement. of Electro heat Central plant
—~ e system — elivery sy — 80% reduction dryer system .
\\ / \ y \\ / @ Commercialized
. - 4 — 4 . - 4 v a; Ve.rification' stage
Hydrogen All-electric @ Being considered .
£y 2080 burner (large) plant [ Before concrete conception
Nikko is conducting product development by combining seven technologies for the realization of carbon neutrality. 02 eriasions
. Achievement of
(DFuel transition ®CcuU virtually zero
emissions 'V

To replace heavy oil, which has high COz emissions, the
Group is considering the R&D of burners using ammonia
and hydrogen, which are promising CO2z-free fuels,

The external COz emissions of a plant can be reduced by
absorbing COz emitted at the plant using the technology

Net sales target of related products and investment plan (the figures for FY 2021 are results)
to absorb CO2 with concrete. We are also considering

in addition to the development and improvement of absorbing the COz emitted from the asphalt plant at the [Net sales] [Development investment]
burners that use city gas, natural gas, and biomass fuels. concrete plant. (million yen) 250
4,500
@Warm mix ®Transformation of the mixture delivery system 4000 200
Manufactures asphalt mixture at a temperature lower CO2 emissions can be reduced by lowering energy L 150
than the usual heating temperature by reducing the consumption by improving production efficiency of 3,500 1
viscosity of asphalt by adding water to heated asphalt and mixture through establishment of technology for
foaming it. The energy consumption in heating is reduced extending the distance of mixture transport and improving 3,000 - 100
as we use warm mix, thus reducing COz emissions. transport efficiency from the plant to the destination. 5500
el 50
@Transformation of the material storage system @Electrification 2,000 1
Reducing water in aggregate, which is the raw material of Assuming that the use of COa-free electricity would -0 (million yen)
asphalt mixture, enables to lower energy consumption in the spread, we are considering development of an all- 1,500 1
aggregate incineration process, thus reducing CO2 emissions. electric plant to replace fossil fuels by promoting the 1000 *Products related
electrification of drying and heating equipment. ' ;ij%“;’f:hes©
expected to
@Reform of the plant system 500 expectedto
CO:z emissions can be reduced by reducing the amount FY 2031 onwards.

i . 0-
of newly used consumption energy by recycling exhaust 2021 2022 2023 2024 2025 2026 2027 2028 2029

gas and heat from plant operation for heating and
processing aggregate.

2030 (fiscal year)

[ (DFuel transition [0 @Warm mix B @Reform of the plant system Bl ®Transformation of the mixture delivery system —®— Development investment
(cumulative total of 10 years: 1.82 billion yen)
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Utilization of renewable energy-based electricity

Risk Management

The Low Carbon Task Force (LCTF) formulates and Nikko Co., Ltd. switched all electricity used at its head

office to electricity generated from renewable energy

Rate of renewable energy-based electricity used

them. It also formulates policies, key measures and

drafts the garbon neutrallty-r_elated plans and promotes targets, and action plgns fo.r minimizing cll_mate risks. sources in March 2022. A similar initiative will be promoted FY 2021 (results) 7.9% The result and
company-wide response to climate change. The contents of the discussion at the meetings of the at its offices around Japan and Groub companies plan are on a
The Risk Management Committee evaluates and Committee of Inside Executives are reported to the P group comp ' FY 2022 (plan) 94.2% | parent Nikko basis
identifies climate change-related impact on the Board of Directors twice a year or more. RE100 target

. ) . FY 2030 (target) 100% .
Company and manages the effects. Furthermore, it The Board of Directors performs the supervisory Nikko Group (Japan)

plays the role of integrating the impact of climate
change-related risks into company-wide risks by closely
collaborating with the Committee of Inside Executives.

The Committee of Inside Executives discusses the
impact of and response to climate change and evaluates

Metrics and Targets

function, regularly receiving reports on climate
change-related action plan and risk evaluation from
the Committee of Inside Executives and the Risk
Management Committee, and deliberating on those
reports.

Environment-related data

Consumption of fossil fuels (kl) <head office factory + sales offices>

C0, emissions (t-CO;) Scope 1 and 2 <head office factory + sales offices>

Nikko Group aims to realize virtually zero COz emissions that contribute to the reduction of CO2 emissions as FY 2021 1,145 FY 2021 (Zs’zoig];aos- Scope 2 2,454)
from its business activities and Nikko products it sells well as thorough energy saving activities and proactive
FY 2020 1,104 FY 2020 2,892

in FY 2050. It promotes the development of products

utilization of renewable energy.

Result of CO2 emission verification (from April 2021 to March 2022)

€O, emissions (+-COJ

(Sccpe 1 na2 2759
Combustion of fuels 305 Emissions from manufacturing, processing, and experimenting

Use of electricity 2.454 Manufacturing, all offices, branches, and sales offices FY 2021 3.98 million (down 13% from the peak) FY 2021 1,858 (down 39% from the peak)
[Scope 3] 779.260 FY 2020 3.90 million FY 2020 2038

1. Purchased products and services 48,002 Emissions in upstream of the product purchased AUl 3.92 million Fy 2019 2496

2. Capital goods 9,206 Emissions in upstream of capital investment that has been recently introduced PO 3.81 million Fy 2018 2,738

3. Puel- and energy related activities not 328 Emissions from mining, refining, etc. of fuel used FY 2017 4.02 million Py 2017 ol

included in Scope 1 and 2

4. Transport and distribution in upper stream 24,670 Procurement and transport of raw materials and parts, and shipment of products
6. Business trips by employees 83 Use of rail service, airplane, etc.
7. Commuting by employees 323 Rail service, private vehicle, bus, motor cycle, etc. Power expenses (10,000 yen) <entire company> Solar power generated by the company (kwh) <head office building>
11. Use of products sold 696,553 Emissions from operation of AP, BP, and conveyors sold
12. Disposal of products sold 95 Emissions from disposal of AP, BP, and conveyors sold FY 2021 6.734 (down 28% from the peak) FY 2021 45,075
FY 2020 6,366 FY 2020 45713
Interim targets (FY 2030) of CO:z emissions (Scope 1, 2, and 3) FY 2019 8051 FY 2019 19.896
o FY 2018 7,969 FY 2018 31,281
FY 2021 emission results: 2,759 t-COz (Scope 1 and 2); 779,260 t-CO2 (Scope 3)
FY 2017 7,955 FY 2017 50,160

FY 2030 emission targets: 39,100 t-CO2 (Scope 1, 2, and 3; down 50% from FY 2021)

<Nikko Co., Ltd.>
FY 2021 FY 2030

COz2 emissions under Scope 1, 2, and 3
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FY 2040 FY 2050

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

________

Offset

Industrial waste generated (by category)

Water usage (m°)

1

1

:

1

! Wood chips Waste plastics EY 2021 9416
! FY 2021 386mi 13,915kg

! - FY 2020 9,488
! FY 2020 368m 20,519g

! - FY 2019 10,509
! FY 2019 332m 13,300kg

! FY 2018 335m 216m Fr 2018 12,448
I FY 2017 365m 182m FY 2017 14,253
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Contribution to Resource Recycling-oriented Society

Since the 1970s, the Nikko Group has been pursuing the development of plants capable of recycling
construction and road waste materials for reducing the environmental burden, thus contributing towards
improving resource productivity and establishing a recycling-oriented society. We are also actively pursuing
new initiatives for minimizing industrial waste such as resource recycling of cement sludge and development of
camping gear using the residual steel generated in the manufacturing process of plants and other products.

II Recycling of asphalt waste

To advance the recycling of asphalt and concrete
waste materials, Nikko in the 1970s commercialized
asphalt plants that handled resource recycling. Since
then, we have been continuously improving the

Flow of recycling pavement waste l

Crushing and segregation

Crushing
plant

Acceptance

Collection of waste from

Recycling-
oriented society

development
CYCIG (asphalt plant)

products, and as a result, have been recycling almost
all of the asphalt waste generated. Currently, about
75% of the asphalt mixtures used for paving roads
are recycled mixtures mixed with asphalt waste.

Recycled roadbed materials
AN Recycled aggregates

Asphalt mixture
manufacturing plants

Carrying out

pavement works Q o

Recycling of cement sludge

Cement sludge comes from residual concrete and
returned concrete generated during the manufacture
of ready-mixed concrete and secondary concrete
products. Cement sludge requires specific processes,
such as dewatering and drying, before being disposed
of as industrial waste. Japan produces about 3.5
million tons of cement sludge every year, and the
disposal cost is 5,000 yen to 10,000 yen per ton.

When cement sludge is separated into liquid and
solid, precipitated calcium carbonate (CaCO3) is
extracted from the liquid and phosphorus remover
(PAdeCS) is extracted from the solid portion. Various
products use precipitated calcium carbonate as a

Flow of recycling concrete sludge

raw material: pharmaceuticals, paper, cosmetics,
ferrite, condensers, optical glass, coatings, rubber,
and plastics. Phosphorus remover is also expected to
have many applications: rock phosphate substitute,
neutralizer, night soil treatment agent, deodorizer,
antiseptic, heavy metal remover, and water-bloom
suppressant. Precipitated calcium carbonate absorbs
CO:z2 in the refining process that could reduce COs:.
Nikko will contribute to technology development for
recycling cement sludge and its practical applications
by closely working with the ready-mixed concrete,
secondary concrete products, and cement industries.

Cement sludge

‘ Separation of solids

v Ordinary temperature and pressure
v No chemicals used

Exhaust gas from boilers

(CO2 concentration of — F—on—)p

about 10%) ‘ CaCO3s \

\ PAdeCS \

+ Contributes to COz Precipitated calcium carbonate

Phosphorus remover Source: PAdeCS Study

emission reduction ‘

Various products using the recycled materials

‘ Group, Nippon Concrete
Industries Co., Ltd.
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Effective use of residual steel generated in the

We launched Nihon Tetsugu Seisaku, a camping
gear brand for BBQ plates, bonfire stands, etc., for
effectively reusing the residual steel generated in the
manufacturing process of plants and other products.
We are working to enhance the product lineup. As a
“made-in-Akashi” brand, where everything from the
material processing to the packaging of the products
are carried out at the Akashi head office factory, it is
also registered as a hometown tax return gift of the
city of Akashi.

Early restoration from intensifying disasters

To recover from intensifying natural disasters,
such as large typhoons, severe rainstorms, and
earthquakes, we start with a quick recovery work
of the Group’s damaged plants. In recent years, it
has rained a lot unexpectedly around the country,
frequently causing torrential damages. Natural
disasters, including large-scale typhoons, large
earthquakes such as the Nankai Trough and Tokyo
Metropolitan near-field earthquakes, and the resultant
tsunamis and volcanic eruptions, are anticipated.
The disaster risks facing Japan is moving into a
new stage. As the top manufacturer of asphalt and

SUSTAINABILITY AND MANAGEMENT FOUNDATION

manufacturing process of plants and other products

- EASERIT

Extra thick Bonfire stand
iron plate for
BBQ

concrete plants, Nikko Group strives to ensure early
recovery from disasters by closely collaborating with
customers so as to fulfill its supply responsibility.

Number of disaster sites
(locations)

Fy 2021 72
FY 2020 62
FYy 2019 52
FY 2018 53
Fy 2017 46

Co-existence with local communities

Our Head Office is located in Akashi City, Hyogo Prefecture—the
place our factory was located when the company was established.
The Nikko Business Foundation has been offering scholarships
that do not require repayment since 1989 to domestic and
overseas students enrolled in universities and institutes of
technology offering a five-year program specializing in technology/
engineering in Hyogo Prefecture and to students from Hyogo
Prefecture studying outside the prefecture.

Furthermore, the Foundation provides research grants to
researchers who conduct research on technology development

Number of scholarships awarded: 139
Number of research grants awarded: 195

Number of scholarships awarded: Two
*Kobe City College of Technology
eKansai Gakuin University

in the research laboratories of the universities and technology/
engineering colleges in Hyogo Prefecture and to researchers
who reside in Hyogo Prefecture and work for universities outside
the prefecture. The recipients of these grants are not obligated
in any way to join the Nikko Group or to provide the results of
their research to the Group. It incorporates the strong feeling of
the Nikko Group “to contribute to the development of the local
economy and communities by providing assistance for human
resource development and technological innovations.”

[Number of scholarships and grants offered so far (cumulative from FY 1989 to FY 2021)]

[New scholarships and research grants awarded in FY 2021]

Number of research grants awarded: Two

*Kobe City College of Technology

(Research theme: High-speed crystal thin-film fabrication of magnetic garnet
using organometallic decomposition by baking with ammonia flame)
*Kobe City College of Technology

(Research theme: Development of combined non-destructive
probing method of exfoliated concrete through deep learning)
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SUSTAINABILITY AND MANAGEMENT FOUNDATION

Creation of New Customer Values

@®Next-generation preventive and predictive maintenance

CRM Offering of new values Offering of new values
(customer information database)

Nikko Group offers solid after sales service so that customers can use the products with ease of mind. In
addition to the nation-wide service network, we also carry out regular inspections to prevent troubles and
provide plant operator training to nurture engineers. The analog-type plant maintenance service until now was
based on post-incident maintenance where repair was carried out after malfunction and preventive maintenance

that relied on the experience and intuition of the service personnel. We are currently working on establishing Nikko
a next-generation preventive and predictive maintenance that utilizes advance measuring equipment and Service division
communication network, in addition to introducing a new service model, aiming to create new customer values. (CSC) — -
‘ Data to be obtained
Creating new values through digital transformation *Power supply voltage  ® Alert signal |
-

®Coolant temperature @ Vibration

Stable operation of asphalt and concrete plants is
indispensable for improving the productivity of road
pavement and construction sites. To this end, it is
important to detect the necessary maintenance in
advance and take required action before the operation

status of the plant becomes unstable. In order to o Electric current elmage information Plant

®Volume of residual oil  ®Number of rotations

resolve such issues, Nikko Group will remotely monitor
the plant operation status, catch signs of malfunction
based on data analysis, and replace parts and carry
out repair in advance.

Nikko
Sales division

®Pressure © Number of operations
*Operation time of the drive unit

@Digital transformation at Nikko

Management environment Management policy

*Maturing Japanese plant market *Pursue functions from customer
Tasks, e Declining profitability of the plant perspective

background business due to the service of things eEnhance contact with customers

®Chronic labor shortage *Strengthen revenue base in Japan

°Requirement for work-style reform e Introduce next-generation service model

* Achieve appropriate rate of operation using preventive and predictive
maintenance and maintain asset value

»Visualize plant operation status (share information between customers and Nikko)

»Offering of next-generation maintenance service based on information on malfunction signs

*Propose flexible monitoring and maintenance

*Propose optimum plant operation

Reform through DX

Driving force of * AP, BP Profit Improvement Project Team *Implementation Plan Formulation Team
innovation *Next-Generation Service Action Team e Technology Development Committee

Improvement of customer satisfaction
eImprove productivity of road pavement *Upgrade plant operation
and construction sites *Remote operation support
*Contribute to cost reduction through
optimization of maintenance cost

Values to be
realized

‘-OL~ *Qverload
]

Internet

Nikko
Development and
design divisions

Nikko’s area service staff

* Monitoring of plant
status

¢ Instant information
sharing with Nikko'’s
service division

Plant ¢ Reduction of plant life

cycle cost
* Retention of plant
product value

¢
| =

precise support

" Contractor information

Offering of swift and

B

Introduction of flat-rate service and contribution to the cost performance of customers

Along with offering the next-generation preventive and
predictive maintenance service, we are considering the
introduction of a flat-rate charge to replace the existing charge
system based on each recovery project. We will contribute

One NIKKO Platform, which realizes lifecycle support

We are building a new CRM (customer information
database) that will connect customers with Nikko. We
will utilize big data accumulated in the next-generation
preventive and predictive maintenance service to support

@®0ne NIKKO Platform that
connects customers and Nikko

Replacement

Trade show [WEE=—
Product survey

We can propose appropriate advance maintenance by
accumulating various operation information, inspection
data, and repair and work history of user plants in the
Nikko cloud and visualizing operation status. Taking
action after the occurrence of malfunction requires
suspension of plant operations, which significantly
lowers productivity. In addition to the operation
information of the plant, collecting and analyzing
facility environment information enables to identify
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the cause of the problem. We also offer plant failure
prediction reports by analyzing the accumulated data,
which can be utilized to formulate a maintenance plan
over the life cycle of the plant.

Visualizing the operation status allows to collect failure
information and identify the location of the fault. It
enables to examine the cause without waiting for an
engineer to arrive and greatly shortens the time taken
for recovery.

Quality assurance and
development divisions

Complaint information | Improvement and development
of next products

Product development request

New customer needs

to improved cost performance at customers by carrying out
regular repairs and parts replacement in accordance with
the long-term preliminary maintenance plan and by reducing
maintenance cost as well as emergency post-incident repairs.

plant life cycle management at customers through
Nikko’s value chain and develop new products. We will
create new values by enhancing customer contact in the
digital space in addition to face-to-face services.

Marketing division

and comparison
Sharing information with the design
and manufacturing divisions from the

early stages of business negotiations

Production plan

Procurement and

manufacturing
One NIKKO Platform Conclusion of divisions
contract, order| cojlaboration with

suppliers

Information of replacement
parts on EC websites

Next-generation preventive and
predictive maintenance

Delivery,
construction

Periodic e
inspection

Repair, maintenance,
inspection

) In_format|on sharing
with contractors
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Improvement of employee engagement SUSTAINABILITY AND MANAGEMENT FOUNDATION

All employees are the most valuable asset for Nikko. We focus our efforts on building an Trend of the number of hires (people)  Retention rate three
organization and strengthening our human resources so that we can quickly respond to all New graduates People with prior work | People with prior work yearsl after JOlt:lln_g_ d
changes surrounding our business to make sustained contribution to society. It is our high-priority fiscal year experience (global) | _experience (area) | Total [EEMGEMN A N LI
: H : Male | Female Male |Female Male | Female in FY 2019)
management theme of ours to improve employee engagement by understanding the expectations
of each employees with different attributes and values to develop a rewarding work environment. S (s ) 21 2 2 = ) g 0 New graduates 85.7%
FY 2021 26 3 15 0 2 5 51
FY 2020 13 0 17 0 0 4 34 Hires with [per 80.0%
. . work experience
Employee situation FY 2019 14 0 9 2 0 10 35
. . . - C e e FY 2018 15 0 8 0 0 5 23
Nikko Group (including affiliated subsidiaries) (people) FY 2017 19 0 5 0 0 : 26
Number of employees*! Number of temporary employees*?
End of FY 2021 1,058 135
End of FY 2020 861 144 . .
Development of working environment
Situation by segment (people) Nikko has established the following policy regarding development of working environment and is promoting related measures.
_ Number of employees*! Number of temporary employees*?
Segment name .
aepialiElantRsialediBiSnSeD aicl 2l 54 i Implementation of rehiring system targeting employees who have left for childbirth or child rearing
Concrete Plant-Related Business 202 233 31 30 . . .
Environment- and Conveyor-Related Business 32 43 7 10 iRl U9 [plemei Lillzien ofF anluue] [92e [zave
Reportable segment subtotal 695 794 92 a3 Introduction of workstyle that is not dependent on location such as work from home and telecommuting
Other 128 206 46 43
Common for all companies™® 38 38 6 9 i 3 . )
Total 861 1038 142 135 [Promoting active participation of women]
*1 Employees: employees of Nikko + employees of affiliated companies (including accepted seconded personnel and excluding seconded personnel) Active promOtion towards JOb app[icants! of being a Workplace where women can p]ay an active role

*2 Temporary employees: temporary employees of Nikko + temporary employees of affiliated companies (including part-time workers and excluding temporary workers dispatched from agencies)

*3 Common for all companies: employees of the planning, administrative divisions, etc. Awareness building to create a workplace culture where men as well as women can contribute to both workplace and family

Realization of a flexible workstyle such as shortened working hour system, flexible working hour system, work from home, telecommuting, etc.

Situation at affiliated subsidiaries (as of end of FY 2021) (people) Spreading a strong message regarding the rectification of long working hours from those at the top of the organization
[ Name | Executives (f“" -time) EmP'OVeeS Personnel evaluation with focus on hourly labor productivity
Nikko Electronics Co., Ltd. 102 Fair assessment of utilizing childcare leave and shortened working hours based on personnel evaluation with emphasis on hourly labor productivity
ikl sehnermACRIY 3 43 25 il Proactive operation of the system to shift employees from non-regular positions to regular positions
Tombo Industry Co., Ltd. 3 12 2 17
Nikko Sec Co., Ltd. 3 30 6 39
Nikko Kosan Co., Ltd. 2 9 9 20 Nikko has been developing an environment that facilitates active participation by female employees from the
Maekawa Kogyosho Co., Ltd. 1 17 2 20 perspectives of both infrastructure and services through efforts such as setting up a dormitory for singles where
Ube Kohki Co., Ltd. 3 67 2 76 women can stay safely. It is also reviewing its personnel system and will continuously strive to ensure diversity.
Nikko Baumachinen GmbH 2 0 0 2
Nikko Asia Thailand Co., Ltd 1 14 0 15 Changes in paid leave acquisition rate (%) ~ Number of paid leave utilized by employees ~ Trend in overtime hours (hours, monthly)
Nikko Nilkhosol Co., Ltd S 78 0 81 Paid leave acquisition rate = Total number of hours acquired 12— (days) 20 -
Nikko (Shanghai) Construction Machinery Co, Ltd. 2 106 0 108 - e o8 "”’;b;r dosgmeier 103 B 104 o g0 175 ok
Total 49 469 51 551 50— 20 4gs 50.2 15- 14.6
8- 12.7
40-
- - - 6 — ’I 0 —
Situation by gender (Nikko Co., Ltd.) (people) 30-
4 -
| M | Female | 20 5-
Company employees 508 19 10- 2=
Regional employees 2 41 2017 2018 2019 2020 2021 fiscslyeal 072017 2018 2019 2020 2021 fdes 072017 2018 2019 2020 2021 fdn
Contract employees™’ 40 0
Master™*? 18 0 o )
Senior*® 13 0 Initiatives for flexible workstyle and enhancement of health
Partner employees™* 0 17 Number of employees who have Number of employees who have utilized Number of employees who
Fixed-term employees*® 0 16 utilized childcare leave system (people)  shortened working hours for childcare (people)  used workplace clinics (people)
ot 6l 29 | fiscal year | Female | Male | Total Ml fiscal year | Female | Male | Total | T
Year-on-year change (%) +1.9 +6.9 FY 2021 1 FY 2021 0 FY 2021
Average age 433 44.8 FY 2020 3 0 3 FY 2020 2 0 2 FY 2020 873
Average years of service 187 11.0 FY 2019 5 0 5 FY 2019 2 0 2 FY 2019 948
Average wage (1,000 yen)*® 7,682 3,357 FY 2018 | 1 0 1 FY2018 | 1 0 1 FY 2018 912
*1 Contract employees: rehired employees who are post-seniors or post-masters (non-regular employees) *2 Master: employees rehired after retirement (non-regular FY 2017 2 0 2 FY 2017 2 0 2 FY 2017 953
employees) *3 Senior: employees who are post-masters with extended employment (non-regular employees) *4 Partner: part-time employees with no fixed term (non-
regular employees) *5 Fixed-term employees: part-time employees whose terms have been renewed (non-regular employees) *6 Male and female average wage: While (on a medical expense incurred basis, multiple visits within the same month are counted as one visit)

there is no wage gap between men and women in the same position, wage gap does occur due to differences in office organization and lengths of service.
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SUSTAINABILITY AND MANAGEMENT FOUNDATION

Human resource development and training programs Trend of occupational accidents (number of accidents)

Nikko is striving to enhance employee education through development that are required of each employee based _ FY 2017 FY 2018 FY 2019 FY 2020 FY 2021
offering of three types of human resource development on position-based training, objective-based training, and 0 0 1 1 0
programs. Supports the skill acquisition and career autonomous and elective training programs. e
Three education and Position-based training 9 g 5 5 12
training systems (Ability development training
corresponding to position) 0 0 1 0 >
New hire training Contractors 3 0 > 7 6
New manager training (leko_re.lated Accidents without 0 6 6 9
Training according to year of joining the company local projects) | "iost workdays
Training based on personnel evaluation feedback 8 6 11 13 17

Career design training

Objective-based training
(Learning opportunities and assistance
programs aimed at improving specific skills)

Support program for acquiring
special skills, IT certifications

Gaining language skills (TOEIC score improvement)
Support program (target score: 820)

(In-house English language class, online English
learning, external English language schools)

Autonomous and elective training
(Face-to-face, online seminars)

(Course details)

Business IT skills (macro, programming)
Business writing
Communication skills
People management skills
Presentation skills
Accounting, tax
Self-coaching

Amount invested in personnel training and training hours (total for FY 2021):
¥12,847,000 and 3,204 hours (only for major programs)

Development of a safe and healthy environment

Nikko Group has been ensuring compliance with safety
and health-related laws and regulations and has been
working to improvement its level of safety and health
management. It is also making sure to implement stress
level tests and special health examination for employees

with focus on improvement of personal as well as
workplace environment. In the manufacturing divisions,
which are associated with higher risks of accidents,
the Group aims to achieve zero occupational accidents
through the enhancement of education and support.

Allotment of treasury stock with restriction on transfer to employees

Commemorating the 100th anniversary of its
foundation, Nikko allotted 100 shares in treasury
stock to all employees of Nikko Group (worth 293,000
yen) in September 2019. Subsequently, the Company
in 2021 introduced a system for allotting shares
in treasury stock with restriction on transfer to its
employees with the main aims of improving employee

engagement and stimulating their awareness as a
shareholder for participating in management. AlImost
all employees have become Nikko shareholders and
the Company expects their active contributions from
a shareholder perspective to achieve 60.0 billion yen
in net sales and ROE of 10%, which are Nikko Group’s
long-term goals.

Nikko Group accident prevention slogan

Let’s lower risks through continuous risk assessment and achieve zero accidents!
Let’s prevent accidents by pointing and calling as well as by paying attention to each other
Ensure “don’t fall,” “stop,” “step aside,” and “confirm”

Goals

[Safety and health] Zero accidents (employees, employees at contractors, factory floors and work sites)
[Health] Zero long-term medical treatment (1 month or longer)
[Traffic safety] Zero accidents at fault, own injury
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Status of allotment of shares in treasury stock with restriction on transfer

Implementation

e September 2019

August 2021

August 2022

857 employees
Target (all employees including
non-regular employees)

(1) Number of employees who
received president’s award
(individuals, groups)

(2) Employees who have achieved
10, 20, and 30 years in service

(3) New hires (new graduates
and mid-career hires)

(4) Hires with prior work
experience other than those
allotted treasury stock in 2019

(1) Number of employees who
received president’s award
(individuals, groups)

(2) Employees who have achieved
10, 20, and 30 years in service

(3) New hires (new graduates
and mid-career hires)
(4) Employees at affiliated

companies other than those
allotted treasury stock in 2019

Target 857 people

Number of shares
A 100 shares

Price at which
shares are awarded 2,980 yen

Period of restriction
on transfer 3 years

fol,
o Q

106 people 169 people
100-1,000 shares 100-1,000 shares
687 yen 649 yen
15 months 15 months
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Stakeholder Engagement

The business of Nikko Group is established on the relationship of trust with its stakeholders. Nikko Group,
through continuous dialogues with its stakeholders, aims to gain their understanding regarding the direction
it is pursuing and the path of its value creation, and along with contributing to the sustainability of society
based on the stakeholders’ understanding, it ultimately aims to realize a sustainable growth as a company.

Value co-creation with Stakeholders

g

Three sustainability issues Nikko Group is working on

-I Strengthening 2 Harmony 3 Development of
of national with natural a prosperous B
Employees resilience environment society
ploy 1] o ] partners

ol

Early restoration from natural disasters
Initiatives towards intensifying disasters
Development of business continuity management
Disaster prevention and mitigation,
addressing aging infrastructure Biodiversity

Decarbonized society Pursuit of customer satisfaction
Recycling-oriented society

Water resources

Improvement of employee engagement
Collaboration with business partners
Co-existence with local communities

Local community,

Shareholders, I
future generation

investors

Relationship with stakeholders and main channels of dialogue

_ Relationship with stakeholders | Stakeholders’ main interests Main dialogue channels

Offering of high-performance,

Nikko Group is contributing high-quality products

to business expansion and
... productivity improvement at
customers through the provision
"' of products and services. At the
same time, it contributes to the
development of a prosperous
society together with customers

through the development of
social infrastructure.

Daily sales and service activities

Various trade shows
(participation to the 2021 MP
Messe and N-EXPO 2021)

Service structure that

offers safety and security

Appropriate price setting ) o
Offering of plant operator training

Ability to propose solutions . o
0 S Journals (editing and publication

of NAP NEWS and BP EYES)
Nikko website

Customers

Response to technological innovation

Early restoration from natural disasters

Employees are the most Respect to basic labor rights

valuable asset of Nikko. We

focus our efforts on building

an organization and nurturing

our human resources so that

. we can quickly respond to

¥ all changes surrounding our

business to make sustained

contribution to society. We will

strive to develop a workplace

environment that offers job

satisfaction by responding to

the expectations of employees,

who have diverse attributes
and values.

Intranet
Offering opportunities for
- © letter (Tomb:
growth and self-realization ST et (e
Target setting and progress

STzl e confirmation, evaluation feedback

fair evaluation
English and special skill
training, autonomous and
elective development seminars

Creating a workplace that is
very safe mentally

Employees Ensuring safe operations
and consideration for

natural environment

Campaign to improve
operating efficiency
Realization of work-life balance Whistleblowing system
Allotting shares with

. £ di . g
SRR ©F CIE a7 £l restriction on transfer

workstyle options
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_ Relationship with stakeholders Stakeholders’ main interests Main dialogue channels

B

Business
partners

Materials
suppliers

Tombo-kai

(Sales agent
network)

Akitsu-kai

(contractors’
network)

Suppliers of
outsourced products
based on Nikko
deszign (about 20
companies)

General materials

Equal, fair transaction terms
Quality assessment
Centralized purchasing

Support for

Daily procurement
activities

Quiality improvement
support

Factory, warehouse visits

Nikko Group ’ business succession,

believes that GACELCE (abput technology transfer Quality audit
o . 100 companies)

it is essential

to work on

solving the

social issues

faced by its Proposal of new Holding general
supply chain Members: 123 products meetings and
together with companies Support for seeking subcommittee
all business new sales channels meetings
partners

including

material

suppliers, sales

agents, and Safe work

contractors. environment

Members: 195
companies

Advice regarding
specialized skills and
technologies

Securing stable work
load over the long term

Safety and health
meeting

Local community, future
generation

For Nikko Group to develop and
grow, it needs to contribute to
raising the sustainability of society.
Nikko considers the realization of
carbon neutrality as its responsibility
towards future generations.

Co-existence with local
communities

Creation of
employment

Contribution to local
development

Preservation of
the local natural
environment

Safe operation

Offering of grant-type
scholarship to students
from Hyogo Prefecture

Offering of research grants
to researchers from Hyogo
Prefecture

Support for disaster prevention
education at primary and special
needs schools (14 of them) within
Akashi city (offering of disaster
prevention tenugui towels)

Responsible responses to
climate risks

Investment in SDG bonds issued
by Hyogo Prefecture (endorsing
the purpose of issuance such as
the renewable energy project)

Shareholders, investors

Shareholders and investors, who
offer financial capital, support the
growth of Nikko Group and has the
role of monitoring its management.
We will further strengthen our
relationships of trust with them
through our efforts in improving
corporate value and enhancing
information disclosure.

Improving our corporate
value

Promotion of fair disclosure

Capital policy that is
conscious of capital efficiency

Achievement of
business returns that
exceed the capital cost

Strengthening of
initiatives towards
ESG and sustainability,
and enhancement of
information disclosure

Improvement in
effective governance

General Shareholders’

Meeting (attended by

5,081 people including
online participants)

Financial results
briefing sessions (four
times)

Individual meetings
with institutional
investors (10 meetings
with 18 investors)

The figures are results for FY 2021.
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CORPORATE GOVERNANCE

Executives

Directors Audit & Supervisory Board Member

Naoki Ota (Outside/Independent)
Born on March 1, 1955

Nobutaka Yasuda (full-time)
Born on September 27, 1959

Takahisa Masaru Hiroshi -
Nishikawa Tsuji Fujii April 1982 Joined Nikko Co,, Ltd. Voa April 1979 Joined Nittoseiko Co., Ltd.
June 2010 Executive Officer and Branch Manager of Chubu Branch s —— February 2009 Representative Director and President,
Born on Born on Born on January 2011 Executive Officer and Manager of Batching b Wacoh Corporation
March 31, 1959 June 4, 1960 January 16, 1959 Plant (BP) Business Department
June 2012 Executive Officer and Manager of Business J
Planning Department
June 2013 Executive Officer, General Manager of the
Tokyo Head Office, Business Division, and
April 1982 Joined Nikko Co., Ltd. September 1987 Joined Nikko Co., Ltd. April 1982 Joined Taiyo-Kobe Bank Limited (current Sumitomo Mangger of Busmess Planning Department 2019 Audit & Supervisory Board Member, Nikko
June 2007 Executive Officer and Manager of Head Office Factory June 2007 Executive Officer, Manager of Market Development Mitsui Banking Corporation) June 2015 Audit & Supervisory Board Member Co., Ltd. {current)

June 2019 Standing Audit & Supervisory Board Member <Important concurrent position>

June 2008 Director and Manager of Head Office Factory

June 2011 Managing Director, General Manager of Technology
Division, and Manager of Head Office Factory

June 2012 Representative Director and President
Internal Control in-charge and General
Manager of Technology Division

April 2019 Representative Director and Chairman
Affiliates in-charge and General Manager
of Manufacturing Division

June 2021 Director and Chairman
Affiliates in-charge and General Manager
of Manufacturing Division (current)

Shareholding in the Company: 117,100 shares

Tomomi
Nakayama

Born on
January 10, 1963

April 1982 Joined Nikko Co., Ltd.

January 2011 Branch Manager of Chubu Branch

July 2013 Manager of Asphalt Plant Sales Management
Department, Tokyo Head Office

June 2015 Executive Officer, Manager of Business Planning
Department, Business Division, and Manager of
Asphalt Plant Sales Management Department

April 2016 Executive Officer, Manager of Business Planning Department,
Business Division, Manager of Asphalt Plant Sales Management
Department, and Director of AP Technology Center

April 2018 Executive Officer, Manager of Business Planning
Department, Business Division, Manager of Asphalt Plant
Sales Management Department, Director of AP Technology
Center, and Manager of Mobile Plant Business Department

June 2019 Director, General Manager of Business Division, Manager
of Business Planning Department, and Manager of
Asphalt Plant Sales Management Department

June 2022 Managing Director
General Manager of Business Division, Manager of
Business Planning Department, and Manager of
Asphalt Plant Sales Management Department (current)

Shareholding in the Company: 38,960 shares

Masafumi

VSEr | i
. “*F\ i (Outside/Independent)

Born on
November 3, 1957
April 1980 Joined the Ministry of Foreign Affairs
February 2002 Private Secretary to the Minister for Foreign
Affairs
January 2004 Minister, Embassy of Japan in the UK
July 2006 Minister, Embassy of Japan in the USA
January 2013 Director-General, International Legal
Affairs Bureau, Ministry of Foreign Affairs
July 2014 Ambassador Extraordinary and Plenipotentiary,
Embassy of Japan in Belgium
March 2017 Ambassador Extraordinary and Plenipotentiary,
Embassy of Japan in Indonesia
January 2021 Retired from the Ministry of Foreign Affairs
June 2021 Outside Director, Nikko Co., Ltd. (current)

Shareholding in the Company: None
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Department, and General Manager of Business
Development Promotion Office

June 2008 Director, Manager of Market Development
Department, and General Manager of Business
Development Promotion Office

June 2011 Managing Director and General Manager
of Sales Division

June 2015 Senior Managing Director, General Manager of Business
Division, General Manager of the Tokyo Head Office

April 2019 Representative Director and President
Internal Control in-charge and General
Manager of Technology Division (current)

Shareholding in the Company: 103,100 shares

Minoru
Tanaka

Born on
December 18, 1960

April 1981 Joined Nikko Co., Ltd.

October 2007 Branch Manager of Tohoku Branch

April 2010 Director of Tokyo Service Center, Sales
Division

June 2012 Executive Officer and Manager of
Service Planning Department, Business
Division

June 2019 Senior Executive Officer and Manager
of Service Planning Department, Business
Division

June 2021 Directors
Manager of Service Planning Department,
Business Division (current)

<Important concurrent position>

Representative Director and President, Nikko

Electronics Co., Ltd.

Shareholding in the Company: 35,600 shares

Rika
Saeki
(Outside/Independent)

Born on
February 27, 1961

April 2002 Established Usystem Limited
(current Usystem Co., Ltd.)
Representative Director and President,
Usystem Co., Ltd. (current)

June 2021 Outside Director, Nikko Co., Ltd. (current)
Director, Kobe Commerce, Industry and
Trade Center (current)

<Important concurrent position>

Representative Director and President, Usystem Co., Ltd.

Director, Kobe Commerce, Industry and Trade Center

Shareholding in the Company: None

April 2009 Manager of Kansai Corporate Solution Sales Department,
SMBC Consulting Co., Ltd.
June 2011 Director and Manager of Financial Department, Nikko Co., Ltd.
June 2018 Managing Director and General Manager of Financial Division
April 2020 Managing Director, General Manager of Financial
Division, and Security Export Control in-charge
June 2021 Senior Managing Director
General Manager of Management Division and
Security Export Control in-charge (current)
<Important concurrent position>
Representative Director and President, Nikko Kosan Co., Ltd.
Shareholding in the Company: 61,900 shares

(full-time) (current)
Shareholding in the Company: 37,000 shares

TSUYOShi Fukui (Outside/Independent)
Born on July 24, 1965

October 1991 Joined the Kobe Office of Century Audit Corporation
(currently Ernst & Young ShinNihon LLC)

August 1995 Certified as Certified Public Accountant of Japan.

April 2018 Joined the Kobe Office of RSM Seiwa
Partner, RSM Seiwa (current)

2019 Audit & Supervisory Board Member, Nikko
Co., Ltd. (current)

(‘?:*

v
March 2011 Director, Nittoseiko Co., Ltd.
March 2013 Director and Manager of Fasteners Business
Department, Nittoseiko Co., Ltd.
March 2016 Full-time Audit & Supervisory Board Member,
Nittoseiko Co., Ltd.
)
L

Shareholding in the Company: None

Koji Yoneda (Outside/Independent)
Born on February 17, 1957

April 1990 Certified as attorney

Joined Motohara & Tanaka Law Office
(current Tamon Law Office)
(current)

June 2022 Audit & Supervisory Board Member,

Nikko Co., Ltd. (current)

Tsutomu

Yuasa
(Outside/Independent)

Born on
June 27, 1946

April 1970 Joined Matsushita Electric Industrial Co., Ltd.
(current Panasonic Corporation)

April 2002 Joined Rock Field Co., Ltd.

July 2002 Director, Rock Field Co., Ltd.

July 2005 Managing Director, Rock Field Co., Ltd.

July 2008 Senior Representative Managing Director,
Rock Field Co., Ltd.

July 2014 Vice-Chairman of the Board of Directors,
Rock Field Co., Ltd.

June 2016 Outside Director, Nikko Co., Ltd. (current)

Shareholding in the Company: 5,000 shares

Shigeru
Sadakari

(Outside/Independent)

Born on
September 22, 1957

April 1980 Joined Taiyo-Kobe Bank Limited
(current Sumitomo Mitsui Banking Corporation)
April 2010 Executive Officer and Manager of Internal Audit
Department, Sumitomo Mitsui Banking Corporation
May 2011 Managing Executive Officer, The Minato Bank, Ltd.
April 2013 Senior Representative Managing Director and Senior
Managing Executive Officer, The Minato Bank, Ltd.
June 2015 Representative Director and Vice President, Kobe
Tochi Tatemono Co., Ltd.
June 2016 Representative Director and President, Kobe
Maintenance of Building Co., Ltd.
June 2019 Audit & Supervisory Board Member, Nikko Co., Ltd.
June 2022 Outside Director, Nikko Co., Ltd. (current)

<Important concurrent position>
Shareholding in the Company: None

Shareholding in the Company: None

Executive Officer

Shareholding in the Company: None

Masao Natori
Born on May 22, 1961
Senior Executive Officer

April 1984 Joined Nikko Co., Ltd.

November 2007 Director of R&D Center

June 2008 Executive Officer and Director of R&D Center

April 2010 Executive Officer and Manager of Engineering
Department

June 2012 Executive Officer, Deputy General Manager of
Technology Division, and Manager of Technology
Department

April 2016 Executive Officer, Manager of Corporate
Planning Department, Manager of General Affairs
Department, and Manager of Cost Management
Department

June 2021 Senior Executive Officer, Manager of General
Affairs Department, Manager of Cost Management
Department, and Head of First-Class Architect
Office of Technology Division

June 2022 Senior Executive Officer
Manager of General Affairs Department and Head
of First-Class Architect Office of Technology
Division (current)

Kazuhiro Yamada
Born on December 16, 1970
Executive Officer

April 1995 Joined Nikko Co., Ltd.

December1995 Development Team, Development Research Center

April 2008 Business Development Promotion Office

April 2008 (Transfer) Representative Director and President,
Maekawa Kogyosho Co., Ltd.

April 2019 (Reinstatement) Manager of Head Office Factory,
Manufacturing Division, Nikko Co., Ltd.

June 2020 Executive Officer, Manager of Head Office Factory,
Manufacturing Division, General Manager of
Manufacturing Technology Office, and General
Manager of Quality Assurance Office, Nikko Co,, Ltd.

June 2022 Executive Officer
Manufacturing Division Head Office Factory Manager,
General Manager of Manufacturing Technology
Office, Nikko Co., Ltd., and Representative Director
and President, Ube Kohki Co., Ltd.

Katsuhiro Kawamura
Born on February 26, 1968
Executive Officer

April 1994 Joined Nikko Co., Ltd.
April 2009 Chief of Design Section I, Design Department

Morie Okaaki

Born on November 2, 1963
Senior Executive Officer

April 1986 Joined Nikko Co., Ltd.

April 2004 Manager of Kitakanto Sales Office

January 2007 Manager of BP Business Department

April 2009 Manager of BP Business Department and
Business Expansion Promotion Team

April 2010 Manager of BP Business Department, and Conveyance &
Environmental Business Department, Special Environment
Sales Section, Conveyance Sales Department

July 2013 Manager of BP Sales Management Department

April 2016 Manager of BP Sales Management Department, Manager
of Industrial Machinery Sales Management Department,
and Director of Industrial Machinery Technology Center

June 2016 Executive Officer, Manager of BP Sales Management
Department, Manager of Industrial Machinery Sales
Management Department, and Director of Industrial
Machinery Technology Center

April 2017 Executive Officer, Manager of Industrial Machinery
Sales Management Department, and Director of
Industrial Machinery Technology Center

April 2021 Senior Executive Officer
Manager, Industrial Machinery Sales Management
Department, Business Division (current)

Koichi Kawakami
Born on July 8, 1965
Executive Officer

December 1988 Joined Nikko Co., Ltd.

March 2003 General Manager of Corporate Planning Office,
Administrative Division

April 2007 (Transfer) Representative Director and President,
Nikko Diacrete Co., Ltd.

April 2010 (Reinstatement) General Manager of International Planning
Office, International Business Department, Nikko Co., Ltd.

May 2012 General Manager of International Planning Office,
International Business Department
(Dispatch) Vice President, Shantui Nikko Construction
Machinery Co., Ltd.

October 2014 General Manager of General Affairs Office, General
Affairs Department

April 2018 Branch Manager of Chubu Branch, Business Division

April 2021 General Manager of President Office and General
Manager of Quality Assurance Office

June 2021 Executive Officer, Manager of Corporate Planning Department,
CEO's Office, and General Manager of Quality Assurance Office

June 2022 Executive Officer
Manager of Corporate Planning Department, CEQ’s
Office, DX Business Team Leader (CDO), and General
Manager of Quality Assurance Office (current)

April 2016 Manager of Tokyo Technology Department, General Manager of Tokyo Technology Office, and Chief

of Tokyo Design Section, AP Technology Center

April 2019 Manager of Development Department, Techno Center, Technology Division
April 2021 Manager of Development Department, Technology Division
June 2021 Executive Officer and Manager of Development Department, Technology Division (current)

June 2022 Executive Officer

Manager of Development Department, Technology Division and Low Carbon Task Force, CEO’s Office

Takeshi Sone

Born on February 25, 1970
Senior Executive Officer

April 1990 Joined Nikko Co., Ltd.

June 2012 Director of Tokyo Service Center, Business Division

October 2013 Director of Tokyo Service Center and Director of
Wangan Service Station, Business Division

April 2015 Deputy Manager of Service Planning Department
and Director of TSC Center, Business Division

April 2016 Branch Manager of Chubu Branch, Business
Division

April 2018 Branch Manager of Kanto Branch, Business
Division

June 2019 Executive Officer, Branch Manager of Kanto
Branch, and Manager of Mobile Plant Business
Department, Business Division (current)

June 2022 Senior Executive Officer
Branch Manager of Kanto Branch and Manager
of Mobile Plant Business Department, Business
Division (current)

Toyokazu Uehara
Born on July 3, 1969
Executive Officer

April 1990 Joined Nikko Co., Ltd.

April 2009 Product Development Group Leader, Chief of
Production Sales Section, Market Development
Department, and Business Development
Promotion Office, R&D Center

June 2012 Acting Manager of Development Sales Department
and Chief of Production Sales Section, R&D
Center

April 2016 Vice Director of R&D Center and Manager of
Business Development Department

April 2019 Manager of Engineering, Techno Center,
Technology Division

April 2021 Manager of Technology Management Department,
Technology Division

June 2021 Executive Officer
Manager of Technology Management
Department, Technology Division (current)
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Roles of the Board of Directors and Audit & Supervisory Board

Basic approach Roles and composition of supervisory bodies
Nikko positions corporate governance as “the human resources who understand and are capable of Organization Board of Directors Audit & Supervisory Board Remﬂ\'nZT;?ii?&?Qf'nittee
management governance function for maximizing putting into practice the Nikko Group’s Management
corporate value for our shareholders and other Philosophy. The term of Directors is set as one year RRRR
stakeholders.” Under the Executive Officer system to clarify management responsibility, and we have “‘ “
built upon the Board of Directors and the Audit & introduced the executive officer system to separate ) ““ )
Supervisory Board, we endeavor to clarify management the execution and supervision of duties. Nikko Composition ~ Chair ~ Chair ~ Head
accountability, speed up business execution, increase appoints four Outside Directors and three Outside "51 gﬁ?i?jénrirgrﬁeb':r; ':13 g‘j;giz(;n;’:r?]%;':s '; glustlgi?jénrirgaeb;:s
the transparency of r_nanagement decision-making, Auolllt & Supervisory Board Members as independent sRepresentative Director olnternal, fullime Audit & Supervisory | ®Representative Director
and strengthen compliance in order to ensure sound officers to enhance corporate governance and and President is the chair Board Member is the chair and President is the head
business management. ensure the objectivity and neutrality of management < Determinati ‘ q
The Company’s decisions based on the on-site and supervision functions. d:t:ignrlgga[(r)crilir?g :g;gina’]cment
situation are made in an appropriate manner by OS$pD¢rV|S|on of (‘;hg dutle_s and dismissal of Directors
eResolution of matters g ; ﬁC'reergtorS and Executive | 14 pe sybmitted to Ordinary
including determination 5 _ i General Shareholders” Meeting
Purpose and of the basic management 'rgegft':’t'on of audit » Appointment and evaluation
Overview of corporate governance B e Polcios .Di ton of th of Executive Officers, etc.

_ _ _ _ _ _ _ _ *Supervision of the etermination ot the | *Determination of policies
Nikko is a company with the Audit & Supervisory Full-time Audit & Supervisory Board Members and execution of duties by agenda details regarding regarding remuneration, etc. of
Board. To smoothly execute business, we have a relevant staff members in the Internal Control Office Executive Officers, etc. ghe a_ppolln‘:cment and Directors and Executive Officers
committee of internal executives and other various and Internal Audit Office attend the meetings of afﬂgfa of an accounting o Determination of policies regarding
committees as consultative organs for the President. these committees. performance evaluation of

Directors and Executive Officers
. . Ratio of independent
I [0) [0) [0)
Ordinary General Shareholders’ Meeting outside officers 44% 75% 67%
Number of
Appoint/Dismiss Appoint/Dismiss Appoint/Dismiss meetinggein %02] 13 14 4
R rt " - : . : -
o Office Corporate Planning Department | Assistant to Audit & Supervisory Board | Corporate Planning Department
Nomination Board of Directors T Audit & _Supervisory Board Report 8 Inside directors ‘ Independent outside officers
and 9 Directors 4 Audit & Supervisory  psm. Accounting Main decision-making bodi
Remuneration (including 4 Outside _Board Members P Auditor ain decision-making bodies
Committee |2y " Directors g 3 . N
P Y < <Meeting bodies on the monitoring side>
Appoint Determine the agenda for ¢ Board of Directors 9 Directors (including 4 Outside Directors) + 4 Audit & Supervisory Board Members (including 3 Outside Audit & Supervisory Board Members)
/ dismiss appointment / dismissal Chair: Masaru Tsuji (Representative Director and President)
/ audit i i
Committees, Group SuAl;(:\l;[isgér i?i%iégﬁ;ﬁg;%%?seness ¢ Audit & Supervisory Board 4 Audit & Supervisory Board Members (including 3 Outside Audit & Supervisory Board Members)
projects companies Audit Bo:rd Offic)é Chair: Nobutaka Yasuda (Full-time Audit & Supervisory Board Member)
(Secretariat ) ) ¢ Nomination and Remuneration Committee 3 Directors (including 2 Outside Directors)
of the Audit & Cooperation Cooperation . . . . .
Give Propose Supervisory Board) Head: Masaru Tsuji (Representative Director and President)
instructions policies ¢ President and Outside Officers Meeting (1 Inside Directors + 7 Outside Officers)
Present . Chair: Masaru Tsuji (Representative Director and President)
opinions Report . . . . .
. <Meeting bodies on business executive side>
Give B |nternal Control . . . - i ) ) . '
Executive Committee instructions Office ¢ Committee of Inside Executives 5 Inside Directors + 1 Full-time Audit & Supervisory Board Member + 7 Executive Officers
(Committee of Inside —[: . + General Managers of Internal Control Office + Internal Audit Office
Executives) Eg?nsig?; — lnteg‘f?ilc'zumt Chair: Masaru Tsuji (Representative Director and President)
Report
/ report eper ¢ Management Strategies Committee Internal directors involved in strategic themes + Executive Officers + Divisional General Managers
Present Audit Chair: Masaru Tsuji (Representative Director and President)
o/pr'g'oonri # Compliance and Risk Management Committee ¢ Company-wide Promotion #Tombo-kai Vitalization Committee
P \ \ Head: Hiroshi Fujii Selection Committee Head: Morie Okaaki
Executive Officer ¢ M&A Examination Committee Head: Masao Natori ¢ Product Commercialization
M t Strategi Head: Hiroshi Fujii ¢ Reward and Punishment Committee Committee of each business
anaggmen = rategies [ [ [ [ | +Finance Committee Head: Masao Natori Head: General Manager of each
ommittee General ~ General  Genera o Y G Head: Hiroshi Fujii +Personnel System Committee business division
Exchange Manager, Manager, Manager, Manager, Manager, ' Head: Koichi K Kami +Bamboo G inf .
Bamboo Group information Technology Business  Manufacturing Administrative ~ President ¢ Development Technology Committee eaa: roichi rawakami amboo roup_ (information
(it T Do Division ~ Division Division Division Office Head: Katsuhiro Kawamura +Improvement Activity Committee ~ ©Xchange miet'ngsf for
> +Saf c . Head: Kazuhiro Yamada pres_|dents °© subs_[_ohar[es)
afety and Health Committee Chair: Masaru Tqu|

Head: Masao Natori
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CORPORATE GOVERNANCE

Members of Board of Directors Meeting (as of July 2022)

_ Attendance | Number of Windependence Insight and experience™ expected Delegation of
Title (Board of Directors Appointed in | Nikko shares (outsidle officers maoporate | Industrial | Financial Legal International|  Sales ICT Technical |Administrative au_thor'ty of
Meetings in 2021) held alone) and business| knowledge | accounting | compliance | experience | experience experience | experience [l chair and head

Takahisa , . 117,100
Nishikawa Director and Chairman 13/13 June 2008 shares ® ® o
Chair of Board of
Masaru Representative Director 103,100 Directors
P\ Tsuji and President 13/13 D ALIeHE shares ® ® ® ® ® Head of Nomination and
» Remuneration Committee
Hiroshi Senior Managing Director 61.900
(General Manager, 13/13 June 2011 ' ® o o o
FUJII Administrative Division) shares
A Managing Director
Tomomi (General Manager, 1313 June 2019 | 38960 ® ® ® ®
Nakayama Business Division)
- Mi Directors
a Inoru (Manager of Service 1 3/] 3 June 2021 iﬁaﬁgg . ‘ . . .

ﬁ- Tanaka Planning Department,

Business Division)

Nomination and
a‘ya- < TSYI:‘taOSrgu Directors 13/13 June 2016 35hgr(')eos . . . . Remuneration

Committee member

ﬁ Malssah?i'lml Directors 10/10 June 2021 None () o o ®

SRalléﬁl Directors 10/10 June 2021 None () () [ ]
Nomination and
Shigeru _ 13/13 June 2022 Remuneration
Sadgkari Directors (attended as Outside Audit & (newly None o o o o Committee
Supervisory Board Member) appointed) member

c t
Title Appointed in N'i\lkukrgt;?w;?és lndepenfience ma?m;%%ﬁeit Industrial Financial Legal International Sales ICT2 Technical | Administrative 8 Delegation of authority
Pp held ofﬁ(cc’e“rtssggne) a'gdpg;’ast'i’(‘)iss knowledge | accounting | compliance | experience | experience experience | experience of chair and head
Full-time Audit &
Nobutaka . 37,000 Chair of Audit &
Supervisory Board June 2016 shares ® ® ® Supervisory Board

‘& Yasuda Member
Naoki Audit & Supervisor
i y
Ota Board Member
P

Tsuyoshi Audit & Supervisory

June 2019 None () () ()

Fukui Board Member June 2019 None ® ®
-l s
(_3 Koji Audit & Supervisory . June 2022
(Not applicable) (newly None . .
ﬁ Yoneda Board Member s las)

*1 The above list does not indicate all insights and experiences the officers possess.
*2 ICT in the above list stands for information and communication technology.
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CORPORATE GOVERNANCE

Reasons for appointment and expected roles of Outside Officers

Outside Officers Appointed in Date of birth baglféfgsnd Reasons for appointment and expected roles

: Yuasa is expected to reflect his abundant knowledge and experience, nurtured through his long engagement in corporate management as
Dlnde?en((jent Ou_ts}:dg) Tsutomu Yuasa June 2015 July 18, 1951 Corporate t a director of a business company, in Nikko’s management. As a Nomination and Remuneration Committee member, he is engaged in the
Irector (reappointe managemen selection of officer candidates and decision on the remunerations from an objective and neutral standpoint.
Independent Outside . . . . o Ishii possesses extensive insight into international affairs, nurtured through his rich international experience including long service in
Di ? ( inted) Masafumi Ishii June 2021 November 3, 1957 | Diplomatic official various key positions at the Ministry of Foreign Affairs, as well as knowledge of the Asian region where Nikko aims to expand in the future.
Irector (reappointe He is expected to provide a diverse and broad range of advice.
: Saeki is expected to reflect her abundant knowledge and experience, nurtured through her engagement in corporate management as a
Independent OU:tSIde Rika Saeki June 2021 February 27. 1961 Corporate founder and current executive of an operating company. She is also expected to supervise and advise Nikko on its business execution with
Director ( ted) yel, t
Irector (reappointe managemen her knowledge of ICT, which is Saeki's main field of business, as well as from a diversity perspective.
. - . Sadakari i ted t flect his abundant i d broad k ledge, tured th h his | ti at
Independent Outside Director Shlgeru June 2022 September 22 1957 Corporate maanagerrlniasn?);pt)eﬁn(;ncigl ?r?st?tcutio]:saa#; bugini);zeéfrganaigs. inr?\likkopsovr;:nggenqg;tefs a l\rlglr‘:'%nati[gn %?1% ?:{negnigﬁgzgor;nccoor;m;teg
A : ) ber, he i d in th lecti f offi didat d decisi th ti fi bjecti d tral standpoint.
(newly appointed) Sadakari management Sadaka has served as an Outside Audit & Supervisory Board Member Since June 2010, o oo ve anenetrat standboin
: : Ota is expected to supervise and provide instructions regarding the legality of management execution from an objective and neutral
]%%%%%g%?; gg;srg?\/lé%dng Naoki Ota June 2019 March 1, 1955 m%g;%%ﬁgent standpoint, leveraging his abundant experience in overall corporate management and broad knowledge gained in his long engagement in
corporate management at a business company.
A 8 g s : Fukui has been demonstrating high performance from the specialist perspective as Certified Public Accountant and possesses deep insight
Igﬂ%%?\r;gg?; gggsrlg?\/lélr;d&a? Tsuyoshi Fukui June 2019 July 24, 1965 Cerxgsguista%?[rglﬁgpzzblIC into corporate management, and he is expected to supervise and provide instructions regarding the legality of management execution
from an objective and neutral standpoint.
Independent Outside . Yoneda has been demonstrating high performance from a specialist perspective as an attorney and also has deep insight in management,
ﬁﬂuditb& S(upel}visory Boardc)i KQ]I Yoneda June 2022 February 17, 1957 Attorney and he is expected to supervise and provide instructions regarding the legality of management execution from an objective and neutral
ember (newly appointe standpoint.

Ensuring transparency of management

and established the Nomination and Remuneration
Committee, to develop a structure that enables
discussions from more diverse perspectives. We will
continue to work on governance reform so as to
gain even more trust of stakeholders and to realize
sustainable growth.

Nikko Group has been strengthening the foundation
of its corporate structure based on the judgment
that ensuring transparency of management is
indispensable in gaining the trust of stakeholders.
In 2021, the Group increased the number of
outside directors, appointed a female director,

Nomination and Remuneration Committee
(established in FY 2021)

¢ President and Representative Director: 1 Masaru Tsuji
¢ Independent Outside Directors: 2 Tsutomu Yuasa and Shigeru Sadakari

Evolution of Nikko’s governance reform

Director repre\g(l,t{]:ifative Masaru Takahiko Fukatsu Takahisa Nishikawa
and g
Chairman | oot Kenkichi Takahiko Takahisa
£ right Inoue Fukatsu Nishikawa
Representative s
Director and Kfnné('_:ceh' Masaru Kishi Takahiko Fukatsu Takahisa Nishikawa Masaru Tsuji
President
Number of | |nside 10 9 9 8 6 7 8 7 6 6 6 6 6 5 5 5 5 6 6 5
members
of Board of
Directors | Outside 0 0 0 0 0 0 0 0 0 0 0 0 0 1 2 2 2 2 2 4
Number of q
Tl Inside 2 2 2 2 2 2 2 2 2 2 1 1 1 1 1 1 1 1 1 1
of Audit &
SUPB%";’;ZO"Y Outside 2 2 3 3 2 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3
. Inside 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 1
Advisory
committees
Outside 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 2
Corporate slogan Paz’ls?on Customer-first policy
N - q . Group management that | Promote activities to further raise the image of -
hleditu -Il;?;nm (rr\l/l:r:ae?ement PLAN 5-7-9 with Best CS Direction to bgﬂ‘\';zi%i% PR is well-balanced between | the Nikko brand and become a manufacturer INNOVATION o c;t;%argc;r:} t‘Pr:?t S
sales and profits that our customers truly depended on
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Matters regarding officers’ remuneration

o Basic policy

Nikko set out a basic policy to develop a system of remuneration of
its Directors that adequately functions as an incentive to sustainably
improve corporate value while paying attention to the interests
of shareholders, and to decide remuneration of each Director at
an appropriate level based on their duties in accordance with the
Internal Regulations on Remuneration and Bonuses of Executives
(hereinafter, “Internal Regulations”) set by the Board of Directors.
Remuneration of Executive Directors comprises basic compensation

as fixed compensation, performance-linked compensation, and
stock compensation. To Outside Directors whose main function
is supervision, basic compensation and performance-linked
compensation are paid.

From April 2021, the optional Nomination and Remuneration
Committee (hereinafter, the “Committee”) was established, where
remuneration is revised as necessary based on reports from the

Committee. — Breakdown of Director’s —

. . . . remuneration
Total remuneration of Directors and Audit & Supervisory Board Members : :
@ Basic compensation
Totatl - Total amount of all types of remuneration (million yen) Those +
Officer ranks emuneratio Fixed . [Performancedinked]Stares withrestricion| Retirement | entitled
: (miLIJIirc1>nryenl) . compensation | compensation ontransfer allowance | (people) ) Performance-linked compensation
olrzzisie 142 103 25 13 7 3 -

(excluding Outside Directors) - @ Stock compensation (shares
Aot B with restriction on transfer)
Board Member 22 17 3 . :
(exc[udlng Outside Audit & *Consolidated net income

Supervisory Board Members) «Achievement rate of
Outside Officers 40 36 3 - 7 medium-term plan targets

(D Basic compensation

It is monthly fixed compensation and is determined upon comprehensive consideration of the officer rank, duties, and years of
service while also taking into account the standard at other companies, Nikko’s performance, and the level of the employees’ salary.

@ Performance-linked compensation

It is determined upon consideration of the consolidated net income which is considered as the basic performance indicator, as well as performance
of Nikko alone and of group companies, dividends to shareholders, and bonuses to employees, and is provided as bonuses for officers.

As for specific figures, consolidated net income of 1 billion yen is set as the target for achieving profits, and a 15% or 30% increase or decrease
is added to the standard bonus for fluctuations of at least 200 million yen or 500 million yen from the target respectively. When consolidated net
income is less than 500 million yen, performance-linked compensation is not provided. When consolidated net income exceeds 1.8 billion yen or a
large amount of extraordinary loss or income is generated, compensation is discussed separately at the Board of Directors.

The level of companywide contribution to the Medium-Term Management Plan is evaluated on a scale of three, based on which 10-20% is added to
the standard bonus. To Outside Directors, about a month’s worth of monthly compensation is paid as performance-linked compensation when the

payment standard is achieved.

3 Stock compensation (shares with restriction on transfer)

Its percentage is set around 10% of the monthly compensation, and the number of shares is determined based on the share price
as of a specific date, for each officer rank and in accordance with the Internal Regulations. The timing of allotment is decided at the
first Board of Directors’ Meeting after the conclusion of the Ordinary General Shareholders’ Meeting. The duration of restriction on
transfer is 30 years or when the Company allows (retirement, etc.). Outside officers are not entitled to the stock compensation.

eoRatio of remuneration composition
Composition ratio of remuneration for executive directors is
set at 7 : 2 : 1 for basic compensation, performance-linked
compensation, and stock compensation. The Committee will
continue to discuss the future remuneration system.

Initiatives for improving the effectiveness of Board of Directors

Nikko is implementing initiatives for improving the corporate
governance structure and its effectiveness, which it considers
as the most important management issue. Every year in July,

© Determination of the amount of individual remuneration
To determine the amount of individual remuneration,
the Committee deliberates on it and provides a
report, and the Director and President decides the
amount within that scope.

we carry out an evaluation of the effectiveness of Board of
Directors to measure the success of the development and
operation of the governance structure in the past fiscal year.

o Evaluation of the effectiveness of Board of Directors for FY 2021

In the evaluation of Board of Directors for FY 2021, nine
Directors (including four independent outside members)
and four Audit & Supervisory Board Members (including
three independent outside members) were asked to
respond to a questionnaire with 30 questions regarding
six items of overall evaluation of Board of Directors,
composition of Board of Directors, Operation of Board
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of Directors, quality of discussions at Board of Directors,
provision of information and training, and other (free
description). As a result of deliberations based on the
outcome of the survey, the Board of Directors judged
that it was functioning at favorable level in terms of
all of the above six items in FY 2021. We will work on
improving the issues grasped in the survey in FY 2022.

CORPORATE GOVERNANCE

Issues identified in the survey of the effectiveness of Board of Directors in FY 2021 and initiatives for improvement

| | Issues identified in Board of Directors in FY 2021 Initiatives from FY 2022 onwards

Enhancement of opportunities for deliberation regarding

Issue 1 © Strengthening the progress management of the medium-term plan
medium- to long- term strategies and management vision | ® |dentifying important agenda items
Issue 2 Enhancement of opportunities for deliberations ®Enhancement of disclosure of ESG and non-financial information

regarding SDGs and diversity

© Strengthening of supervisory function regarding climate change problems

Issue 3 Improvement of provision of information in advance

© Consideration of the timing to provide materials distributed in advance

Issue 4 How to carry out continued deliberation of important matters | @ ldentifying matters for continued deliberation and securing deliberation time

Development of internal control system
The internal control system primarily aims at developing
rules, flexibly planning and implementing employee
training, and ensuring its effectiveness. In accordance
with the basic policy regarding internal control, the Group
reorganized the Audit Office into the Internal Audit Office
to strengthen audit structure, formulated the compliance
rules and basic risk management rules, and established the

Development of risk management structure
Risk factors surrounding the management include
changes in market environment, product price
fluctuations, exchange rate fluctuation, environment,
and other regulations regarding products, protection of
intellectual properties, capital investment, and impacts
of disasters, wars, terror attacks, strikes, etc. To swiftly
cope with these risks, Nikko established the basic risk

Status of reducing strategically-held shares
The Board of Directors annually examines whether or not to
continue holding strategically-held shares and facilitates the
gradual sales of the shares if it determines that there is no
rationale to keep holding them. To make this decision, the
Board looks into the purpose of holding the shares, their risks,
Nikko’s relationship with the issuers, and capital cost. In the

Status of reducing strategically-held shares

Compliance Committee and Risk Management Committee.
Subsequently, it divided the Internal Audit Office to the
Internal Control Office and Internal Audit Office to clearly
separate promotion of internal controls and evaluation
function. The Nikko Group will continue to improve the
structure to raise the effectiveness of the internal control
system.

management rules. The Risk Management Committee
comprehensively recognizes, evaluates, and analyzes risks
faced by Nikko and the Nikko Group, deliberates issues
and countermeasures, and reports them to President.
The Company also receives advices and guidance and
proposals for improvement from experts including its
corporate lawyers and tax accountants.

last five years, we sold a total of 35 issues (17 sold-off issues)
at a total value of 2.52 billion yen. We aim to achieve the ratio
of market capitalization to shareholders’ equity of 9%.

We judge exercise of voting rights upon comprehensive
consideration of not only short-term results and stock price of
the issuers but also Nikko'’s relationship with them.

(million yen)

| FYe017 FY 2018 FY 2019 FY 2020 FY 2021

Number of shares sold 7(5) 6(1) 6(2) 9(5) 7(4)
Amount sold 405 194 720 506 691
Book value 1221 106 272 469 376
Gain on sales 184 88 448 38 314

Ratio of ket italization t
a '°s$1a,r_"e":,§),§ef§pe'qi'i§§ o 20.3 17.2 116 118 127

() denotes the number of shares that have been completely sold off.

Dialogues with shareholders and investors
We position the building of long-term, trusting relationships with
our shareholders and investors as an important management
issue. We proactively work on improving constructive dialogues
through the appropriate information disclosure in both
Japanese and English and regular information dissemination

by our management staff. The opinions of our Japanese and
overseas shareholders and investors we have learned through
meetings with them are reported to the Board of Directors
and shared with relevant sections to reflect them in our
management decisions and reports for investors.

Results of dialogues with shareholders and investors

FY 2018 FY 2019 FY 2020 FY 2021
Event types

Number | Number of | Number | Number of [ Number | Number of | Number | Number of
of events | participants | of events | participants | of events | participants | of events | participants
4 58 4 69 4 90 4

Financial Results 134
Briefing Session
Individual meetings 12 15 23 28 17 23 10 18
Small %'3L'{I?kr£§etings 1 6 2 8 0 0 0 0
Sharehomy S ng 1 53,/791 1 21,3303 1 19/4,709 1 23,5062

(attendance in person/attendance in writing)
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Interview with Outside Directors

We asked the two Independent Outside Directors, who were appointed in June 2021, about the initiatives they
undertook in their first year as well as their respective views on Nikko’s sustainable corporate value creation.

Date of the discussion: August 10, 2022 Location: Conference room at the head office (Akashi City, Hyogo Prefecture)

Masafumi
Ishii

Outside Director

Q How have you been contributing to the

m corporate value creation of the Nikko Group?

Ishii : As | had worked overseas for many years as a diplomatic
official, | recognize that the Group expects my insights regarding
international affairs and geopolitics as well as knowledge of
the Asian region, where Nikko is strengthening its business
foundation. With the domestic market maturing, the Group,
in order to focus on the Asian region as a source of growth,
entered Thailand as the core base in the ASEAN market after
China, and is steadily laying the groundwork. At the same time,
| feel there are issues with the establishment of the framework
for overseas expansion. The urgent task ahead is to expand the
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Rika
Saeki

Qutside Director

battle-ready human resource pool for the overseas business and
to build awareness that would break down the wall between the
domestic and international operations.

| started an online class, held once a month, to raise the
employees’ interest in international affairs. It is a relaxed
seminar in which any employee can participate. And given
the impact of Russia’s invasion of Ukraine and the Shanghai
lockdown due to COVID-19 on Nikko's business activities, the
participants are highly motivated, which is encouraging.

Saeki : | believe there are expectations on my experience as
an entrepreneur who built an IT company as well as my ability
in promoting diversity from the female standpoint. In the
construction machinery field, having fewer number of female

employees is understandable. However, there still remain shades
of the traditional Japanese manufacturing industry, and | feel
there is a kind of gender bias that deems on-site work to be
impossible for women because it is dangerous. It is necessary
to create many workplaces where women, who lack in terms of
physical strength, can participate actively through the promotion
of DX, and | believe | can leverage my experience and knowledge
for that.

| did not have opportunities to interact with employees on-site
during the first year, partially due to COVID-19, but this year |
would like to listen to the voices from the work sites, especially
of female employees. As for the gender issue, | would like to aim
for a level comparable to other companies listed in the Tokyo
Prime Market over the long term. The ratio of women among
new hires is also rising with each passing year, which gives hope,
but at the same time, | believe it is imperative to take drastic
measures such as hiring female managerial positions from
outside the company.

There is a career program for students instituted by Hyogo
Prefecture, where a team formed of several female students
prepare proposals based on a theme provided by a company
in the prefecture. | was able to have Nikko participate in that
program. It will be an opportunity to objectively learn how
present-day female students perceive Nikko, and there could
also be suggestions as to the approaches to take when hiring
females.

There is data that says people who are highly interested in SDGs
are open-minded about relocating to rural areas. | feel this is
a tailwind for Nikko, given its seriousness in tackling the social
issue of carbon neutrality and the fact that it is based in the city

“It is necessary to establish a
career path centered on the
overseas business field.”

CORPORATE GOVERNANCE

of Akashi, which offers excellent child care support.

Ishii : It is necessary to raise the name recognition of Nikko to
hire diverse human resources, including females and students
with interest in working overseas. The fact is that Nikko is
not that well known, despite having an overwhelming market
share in an especially important industry that is responsible for
infrastructure development. Human resources are the source
for long-term growth, and therefore | intend to deepen the
discussions in the Board of Directors Meetings as to what can
be done to grab the attention of potential job seekers regarding
Nikko’s business, while also considering cost performance. Since
Nikko has embarked on re-drafting its corporate philosophy and
comprehensive reforms of its personnel system, it is a good
opportunity to not only actively appeal to the capital market but
also to the labor market.

What do you think of the contents that ought
m to be discussed in the Board of Directors
Meetings and the dynamics of the debates?

Saeki : | have requested to slightly advance the timing of
providing information in order to energize the discussions. There
were times when large volumes of documents were provided on
the eve of the board meeting, and | felt it was difficult to sort
out the issues given the time constraints. In addition to providing
the materials in advance, if we can get the briefing directly from
the persons in charge, it would deepen the discussions as we
would be able to sufficiently understand the points at issue.

o
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“In order for a company to promote
DX, it is imperative that all its
employees are also engaged in the
DX of their own issues.”

Ishii : Another option to secure enough time for discussions is
to reduce the number of agenda items. If the Outside Directors
can attend the executive officers’ meeting held prior to the
Board of Directors Meeting as observers, we would be able to
deepen the understanding of the reasoning and background
of the presented agenda item, which | think is worthy of
consideration.

Saeki : One of the important decisions made in the previous
fiscal year was the acquisition of Ube Kohki. | believe we were
able to discuss the risks and opportunities by having sufficient
time. At the same time, | also felt that more time could have
been spent on discussing the post-merger integration process
including the alignment of corporate cultures.

Ishii : M&A is an important option for strengthening the
business foundation and for identifying new businesses, and
we are seeing an increase in agenda items that call for major
decisions. Of course, it is possible to consider the increase in
agenda items positively as being prepared for taking the risks
necessary for growth. | hope to engage in lively discussions
regarding matters such as the realization of carbon neutrality
stated in the long-term vision, progress towards transforming
the business model through DX, and measures to tackle newly
arising issues. | can deeply feel the spirit of “we will set high
goals and take on new challenges” coming from the company’s
directors led by the president. So, | hope to actively offer
opinions from a perspective that is clearly distinct from Nikko’s
perspective.
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Saeki : How to drive forward DX is quite an important
discussion point. As DX is the core of business model
transformation, a certain level of internal manufacturing is
necessary. If you rely too much on external vendors, you will
lack in speed and flexibility. It is important that managerial staff
with knowledge of IT take the lead at the development site.
Simultaneously, it would be good if all the employees visualize
their work and ensure that whatever could be automated is
being carried out with the help of IT. In order for a company to
promote DX, it is imperative that all employees also engage in
DX of their own issues. If you write down the business process
in the form of a flow chart, it will reveal concrete issues such
as how much you are still doing manually, inter-divisional
transactions that no one noticed existed, and processes that can
be done in one-take by using an automated implementation tool.
Automation improves efficiency, while identifying needless work
raises operational efficiency. With all employees getting used
to DX, Nikko’s DX progress will also gain speed. If DX makes
progress, it would become easy to address the issues of labor
shortage and diversity, and | think this point should be discussed
at the Board of Directors Meetings.

Ishii : There are two themes | would like to discuss at the Board
of Directors Meetings. One is the measures to enhance the
human resource pipeline upon expanding the overseas business.
It is necessary to hire overseas-oriented human resources,
develop nurturing programs including on-the-job training, and
establish career paths centered on overseas business fields.
Nikko will have to start preparing from here on forth so that

a shortage of overseas human resources does not become a
bottleneck for growth overseas. Another is the public relations
activities aimed at raising the social visibility of Nikko. | feel
more efforts need to be made toward getting more and more
people to know that Nikko is a company that is supporting the
prosperous lives of people both in Japan and abroad.

What are your views on the successes and
m issues of Nikko’s sustainability initiatives?

Saeki : | think it is important to raise the job satisfaction of
employees. It would be difficult to sufficiently increase the job
satisfaction of mid-level and young employees with conventional
human resources management that are premeditated on
mass hiring fresh graduates, the seniority system, and
lifetime employment. As Nikko is in the midst of discussing
comprehensive changes to the personnel system, | am looking
forward to the upcoming changes. It is also necessary to
simultaneously promote the development of employee-friendly
workplaces. As the requirements for being employee-friendly
vary depending on the life stage of the employee, if an employee
is able to choose a workstyle that suits his or her situation, their
motivation would also rise. If the starting time is restricted to 8
a.m., there may be people who are put off by that alone.

Ishii : | believe job satisfaction will increase if a person has
choices and a sense of security that he or she can work
autonomously. In my previous workplace at the Foreign Ministry,
it was natural to work overseas regardless of gender or the
place or time. Now, however, they accept individual situations
such as not being able to take overseas responsibilities because
of the necessity to provide care to a parent. At the same time,

CORPORATE GOVERNANCE

there are people who are not worried about transfer and are
eager to work overseas. So, if the company is able to offer
opportunities for self-realization and growth that correspond
to their respective situations, employee engagement will also
improve. As for gender diversity, while we are waiting for internal
appointments of female managerial staff, the reality is that the
available pool is limited and it is likely to take time. Meanwhile,
the ratio of women among new graduates hired by Nikko
has been increasing by the year. The management also are
keenly aware of the issue and we are seeing a certain level of
success. As Ms. Saeki pointed out, promotion of external human
resources is also an effective option. It will be a major advantage
for female employees who joined Nikko as new graduates to
have a familiar role model they can relate to.

Saeki : When thinking of Nikko's sustainability, it is very
important to have the perspective of whether or not it can be
the “company of choice” of its stakeholders. Along with being
chosen by the customers by offering new values such as our
contribution to the realization of carbon neutrality, we need to
keep asking ourselves what is necessary for constantly being
chosen by the employees, suppliers, investors, job seekers, and
local communities.

Ishii : What | felt through the discussions at Nikko's Board of
Directors Meetings this one year is that the company has vitality,
ideas, and technical prowess, and all the necessary elements
for supporting sustainability. In my second year, | would like
to confirm what | felt in the Board of Directors Meetings
through the exchange of opinions with those working on-site.
| am also paying attention to the process through which the
new personnel system becomes established by winning the
understanding of the employees.
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FY 2021 Business Summary and FY 2022 Outlook

1
Business overview of FY 2021

Construction investment in FY 2021 (fiscal year ended
March 2022) is expected to have risen 2.6% compared to the
previous fiscal year to 62.6 trillion yen. This is about 75% of the
84 trillion-yen peak recorded in FY 1992. Private construction
investment, which account for 59% of the investment, is
expected to have risen 3.0% to 38.1 trillion yen, while government
investment, which accounts for 38%, is expected to have increased
2.1% to 24.5 trillion yen. By region, Kanto is expected to have
seen a 4.7% increase in investment. It probably has gone up by
0.9% in Chubu, 5.7% in Tohoku, and 1.6% in other regions, while
declining 1.3% in Kinki. While the Tohoku region had witnessed
an increase in investment since FY 2011 due to the recovery and
reconstruction demand for the Great East Japan Earthquake, the
ratio in the Kanto region began increasing as investments grew for
urban redevelopment and Tokyo Olympics-related construction.
Going forward, we expect increased investment in construction
related to the EXPO 2025 in Osaka, Kansai.
While construction investments grew on one hand, the number
of workers in the construction industry decreased on the other
by 1.4% from a year earlier to 4.92 million people in 2020, falling
to 72% of the 1997 peak of 6.85 million. Of that, those above 55
years in age accounted for a record 36% (in comparison, it was
24% in 2001). With construction investment expected to remain
steady, the aging of workers in the industry coupled with the
labor shortage is becoming a structural issue in the medium- to
long- term. We can expect increasing requirements for workstyle
reforms in the construction industry as well as for automation and
labor-saving in various construction equipment and plants. At the
same time, we are looking at procurement difficulties and cost
increases of various raw materials led by asphalt in the short term,
with potential impact on not only customers but also on the supply
chain and by extension on our business performance.
1

Business performance in FY 2021

In FY 2021, new orders remained flat at 39,852 million
yen compared with a year earlier, while net sales rose 2.6% to
38,846 million yen, and BB ratio (new orders received / net
sales) was 1.03 times. As a result, order backlog at the end of

® Amount of construction investment and number
of people engaged in the construction industry
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the fiscal year increased 14.8% to 16,490 million yen (about 5.1
months’ worth of the annual sales). Despite increased revenues,
operating income decreased 10.8% year on year to 2,053
million yen, and operating margin fell 0.7 pp to 5.3%. The main
factors behind the decrease are the expenses of the launch of
the Thailand subsidiary, increases in sales and administrative
expenses such as R&D expenses, and recording of sales of
unprofitable projects in the AP-related business. Ordinary
income declined 23.5% from a year earlier to 2,274 million yen
due to the absence of the 340 million yen in special dividends
from Maeda Road Construction Co., Ltd. recorded in FY 2020.
Net income attributable to owners of parent declined 20.8%
from a year earlier to 1,649 million yen, partly reflecting the
326 million yen in proceeds from sale of investment securities
recorded as an extraordinary income.
FY 2021 was the final fiscal year of the three-year Medium-
Term Management Plan. Orders received exceeded the forecast
for FY 2021 of 38,800 million yen by about 3%. While net sales
exceed the medium-term plan target of 38,000 million yen,
they slightly underperformed the FY 2021 forecast of 39,000
million yen. By contrast, operating income fell short of both the
medium-term plan target of 3,000 million yen and the FY 2021
forecast of 2,300 million yen. It was primarily attributable to the
shortfall at the AP-related business due to soaring raw material
prices and recording sales of unprofitable projects. Regarding
shareholder returns, the dividend of 30 yen per share (mid-
term dividend of 15 yen and year-end dividend of 15 yen), which
translates to a dividend payout ratio of 69.5% given the 1,649
million yen in net income attributable to owners of parent (43.16
yen per share). The payout ratio exceeded the target of 60% or
higher presented in the previous medium-term plan.
Business overview by segment

In the AP-related business, new orders in FY 2021
declined 10.4% from a year earlier to 18,180 million yen, net
sales fell 5.9% to 18,328 million yen, and BB ratio, derived
by dividing orders with net sales, came to 0.99. Orders from
overseas led by the Chinese market remained strong but were
affected by delays in large-scale projects in Japan and a decline

®Net sales by segment and consolidated orders
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in appetite for capital investment due to surging asphalt price.
Net sales also increased 27.1% overseas led by the strong
Chinese market, while those in Japan declined 13.5% owing to
delays in procurement of various parts. We had order backlog of
7,725 million yen (about 5.0 months worth of annual business).
Operating income decreased 54.6% year on year to 562 million
yen, and operating margin decreased 3.3 pp to 3.1%. The large
profit decline was unavoidable both in Japan and abroad given
the soaring prices of various steel materials and parts and the
difficulties in obtaining them as well as the rising personnel
expenses in China among other reasons.

The BP-related business recorded new orders of 12,086 million
yen, up 21.3% year on year, and net sales of 10,839 million yen,
up 17.7% year on year. Its BB ratio came to 1.12 times, largely
exceeding 1. While the volume of ready-mixed concrete shipment
is on a declining trend, the market is showing signs of recovery
and users’ appetite for replacement investment continues to be
high. Operating income of the segment increased 27.8% year
on year to 1,123 million yen, and operating margin improved 0.9
pp to 10.4%. Sales increase and cost reduction through planned
production made contributions.

In the environment- and conveyor-related business, new orders
increased 4.8% year on year to 3,014 million yen, net sales rose
26.3% year on year to 3,018 million yen, and order backlog at
the end of the fiscal year totaled 631 million yen. Conveyors,
which account for about 73% of net sales, recorded sales
increase of 5.0%, and sales of large-scale projects such as
circulating conveyors for bullet train ballast for the West Japan
Railway Company and turbine mixer for glass manufacturing also
contributed. Operating income of the segment increased 21.7%
year on year to 588 million yen. Operating margin declined 0.7
pp to 19.5%, maintaining a high level.

In the other business, new orders declined 4.7% year on year
to 6,572 million yen and net sales fell 1.9% to 6,660 million
yen. Order backlog totaled 2,377 million yen partly due to
consolidation of Ube Kohki (1,450 million yen). Sales of temporary
construction materials decreased 26% as the appetite of
customers such as temporary construction material rental
services declined due to surging steel prices. Nevertheless, sales

®Operating income and margin, ROE, and ROIC
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of waterproof boards and floodgates continued to be strong,
posting a 0.3% decline, and those of the mobile plant business,
where demand remains strong, grew significantly by 35.3%.
Operating income of the other business decreased 8.3% year
on year to 1,073 million yen, and operating margin fell 1.1 pp to
16.1%. The main factors behind the decline in profit include the
worsened profitability of the mobile plant business caused by
the continued deprecation in yen'’s value.

Net sales of the maintenance service business

Net sales of maintenance service of the AP- and
BP-related businesses in Japan, which is one of Nikko’s
features, declined 2.7% year on year to 13,036 million
yen. Amidst soaring asphalt prices, sales of the AP-related
business declined 6.0% partly due to the postponement of
capital investment, while those of the BP-related business
increased 4.8%. As a result, the ratio of maintenance service
to net sales of AP- and BP-businesses in Japan declined
0.4 pp to 53.8%. For FY 2022, the Group expects net sales
of the maintenance service business to increase 1.6% to
13,250 million yen, boosted by new measures including
flat-rate maintenance service. Its ratio to net sales is also
expected to post an increase of 54.9%.

ROE and ROIC

In FY 2021, ROE declined 1.6 pp to 5.2% from
a year ago. The Group had aimed for 6.5% in ROE (net
income attributable to owners of parent of 2,100 million
yen and net asset of 32,334 million yen) in FY 2021. It
succeeded in compressing net assets to 32,050 million
yen through purchase of treasury shares and other
means, but net income attributable to owners of parent
was limited to 1,649 million yen, and ROE fell short of
the target. Return on invested capital (ROIC) declined
2.3 pp to 3.6% from a year earlier. NOPAT declined
35.0% to 1,227 million yen from a year ago due to a
fall in operating income and absence of the temporary
dividends recorded in the previous fiscal year, while
invested capital increased 5.4% to 33,900 million yen.
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1
Financial position

Net assets as of the end of FY 2021 increased 3,382
million yen year on year to 52,079 million yen. Net assets as
of the end of FY 2021 was 32,050 million yen, and equity
excluding non-controlling interests of 46 million yen was
32,003 million yen, which resulted in equity ratio of 61.5%,
derived by dividing equity with total assets, down 3.0 pp from
a year earlier. Equity ratio, which declined for three consecutive
years after peaking at 69.2% in FY 2018, has been maintaining
a high level over the past five years. Current assets came to
34,127 million yen, and non-current assets totaled 17,951
million yen. Main items that increased include inventories,
which rose 3,276 million yen to 9,667 million, property, plant
and equipment, which increased 1,486 million yen to 10,669
million yen, and intangible assets, which rose 376 million yen to
1,036 million yen (including 266 million yen in goodwill). Main
items that decreased include notes and accounts receivable-
trade (including electronically recorded monetary claims),
which fell 975 million yen to 11,032 million yen, and investment
securities, which declined 192 million yen to 4,336 million yen.
Current liabilities were 15,774 million yen, and non-current
liabilities were 20,029 million yen. Main items that increased
include newly added contract liabilities of 4,405 million yen and
1,583 miillion yen in long-term loans payable, which increased
1,279 million yen. Main items that recorded a decline include
down payments of 17 million yen, down 2,932 million yen. Cash
and cash equivalents as of the end of FY 2021 declined slightly
to 12,436 million yen and net cash derived by subtracting
interest-bearing debts of 3,812 million yen (1,229 million yen
in short-term loans payable and 1,583 million yen in long-term
loans payable) from cash and cash equivalents came to 8,624
million yen (9,999 million yen as of the end of FY 2020).

1
Cash flows
Cash provided by operating activities in FY 2021
decreased 560 million yen from FY 2020 to 2,224 million
yen. While net income before income taxes came to 2,599
million yen, depreciation and amortization totaled 745
million yen, and trade receivables declined 1,653 million
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yen, contract liabilities in 1,172 million yen, inventories
increased 1,583 million yen and gain on sale and valuation
of investment securities came to 325 million yen.

Cash used in investing activities totaled 2,165 million yen,
up 298 million yen. Main items in cash flow from investing
activities include 1,697 million yen in payment for
acquisition of tangible and intangible non-current assets,
expenditure of 733 million yen for purchase of shares in
Ube Kohki, and proceeds from sale and redemption of
investment securities of 754 million yen. As a result, free
cash flow derived by subtracting investing cash flow from
operating cash flow came to 59 million yen, compared
with 917 million yen in FY 2020.

Cash used in financing activities totaled 282 million yen.
Main items included 1,099 million yen in proceeds from
long-term loans payable and 1,260 million yen in cash
dividends paid. The balance of cash and cash equivalents
at the end of FY 2021 was 12,389 million yen, slightly
less than a year ago.

Trends in capital investment, depreciation and
amortization, R&D expenses

In FY 2021, the Group made capital investment of 1,907 million
yen, down 841 million yen from a year earlier, and the ratio of
capital investment to net sales was 4.9%. Main investments in
the AP- and BP-related businesses included 798 million yen for
construction of a new building of a subsidiary, expansion and
renovation of factories, and acquisition and update of production
facilities. Those of the other business came to 281 million yen,
while purchase of computer equipment and software came to
107 million yen and acquisition of land cost 205 million yen.
Depreciation and amortization totaled 759 million yen, up 82
million yen from a year earlier, and its ratio to sales was 2.0%.
R&D expenses came to 449 million yen, up 57 million yen from
a year earlier, and its ratio to net sales was 1.2%. The AP-related
business spent 216 million yen and the BP-related business used
157 million yen. In the AP-related business, Nikko focused on the
development of combustion burner using ammonia and hydrogen
as fuel for heating and drying aggregates and improvement and

®Net sales and sales share of AP and BP
maintenance services in Japan

(million yen) Bl MS net sales —e— Share of maintenance services
in the AP- and BP-related
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administrative expenses

Foreign exchang/e gains

Other non-operating

commercialization of foamed asphalt generation equipment,
which contributes to low-carbonization of pavement work. In the
BP-related business, the Company proceeded with development
of high-precision mixers in an industry-academia collaboration.

In FY 2022, the Group plans 2,000 million yen in capital investment,
800 million yen in depreciation and amortization, and 750 million
yen in R&D expenses.

FY 2022 performance outlook

FY 2022 is the first fiscal year of the new Medium-
Term Management Plan (FY 2022-FY 2024) with FY 2024
(fiscal year ending March 2025) as the final fiscal year. In the
final fiscal year of the plan, Nikko Group expects net sales
of 50,000 million yen, operating income of 3,000 million yen,
and operating margin of 6.0%. For FY 2022, it expects orders
to increase 11.3% from a year earlier to 46,000 million yen
and net sales to rise 8.1% to 42,000 million yen. It expects
operating income to decline by 17% to 1,700 million yen,
operating margin of 4.0%, down 1.3 pp, ROE of 3.7%, and
dividend of 30 yen per share (payout ratio of 95.6%).

When broken down, it expects net sales of 20,000 million
yen in the first half and 22,000 million yen in the second half;
operating income of 400 million yen in the first half (operating
margin of 2.0%) and 1,300 million yen in the second half
(operating margin of 5.9%). While we expect increases in raw
material prices and heavy burden from personnel and R&D
expenses in the first half, we anticipate impacts from product
price revisions and increased sales in the second half.

Outlook of business segments

By segment, we expect new orders for the AP-related
business to increase 15.5% from a year earlier to 21,000 million yen,
net sales of the segment to increase 9.1% to 20,000 yen (9,520
million yen in the first half and 10,480 million yen in the second half).
Operating income is expected to increase 51% on year to 850 million
yen (200 million yen in the first half and 650 million yen in the second
half) with operating margin of 4.3%.

For the BP-related business, orders are expected to decline by 0.7%
from a year earlier to 12,000 million yen and net sales are expected

® Analysis of factors contributing to changes in
ordinary income
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to fall 3.1% to 10,500 million yen (5,000 million yen in the first half
and 5,500 million yen in the second half). The segment expects
operating income to decline 6.5% to 1,050 million yen (460 million
yen in the first half and 590 million yen in the second half) with
operating margin of 10.0%.

The environment- and conveyor-related business expects orders to
decline 0.5% from a year earlier to 3,000 million yen and net income
to fall 17.2% to 2,500 million yen (1,190 million yen in the first half
and 1,310 million yen in the second half). Operating income of the
segment is expected to decline 15.0% to 500 million yen (220 million
yen in the first half and 280 million yen in the second half).

Operating income at the other business is expected to decline 25%
from a year earlier to 800 million yen (180 million yen in the first half
and 620 million yen in the second half) with operating margin of 8.9%.
The Group expects consolidated operating income of 1,700 million
yen by subtracting corporate expenses of 1,500 million yen from the
above segment income of 3,200 million yen.

Analysis of factors contributing to
changes in ordinary income

In FY 2021, ordinary income declined 699 million yen year on
year to 2,274 million yen. Factors that boosted income include
264 million yen in the impact of sales increase, 381 million
yen in the impact of reduced cost rate, and 20 million yen in
foreign exchange gains. The decrease in income was mainly
due to a rise of 336 million yen in raw material prices (including
251 million yen for steel and 57 million yen for copper wires),
558 million yen in sales and administrative expenses (including
143 million yen in personnel expenses and 76 million yen in
M&A expenses), a 423 million yen decline in dividends income,
and other non-operating balance worsening by 47 million yen.
For FY 2022, the Group expects operating income to decline
424 million yen to 1,850 million yen. While an 880 million yen
increase in sales is expected to boost operating income, we
are expecting cost rate to worsen by 525 million yen (including
a 160 million yen increase in personnel expenses), a 301
million yen increase in R&D expenses, a 41 million yen rise
in depreciation and amortization, and an absence of foreign
exchange gains worth 77 million yen.

e®Dividend per share, payout ratio, total return ratio
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Key results

Net sales (million yen) 27,087 32,073 30,707 34,110 32,717 35,114 31,780 35,151 37,866 38,846
Cost of sales (million yen) 20,175 23,736 22,683 25,825 24,131 26,301 23,485 25,512 27,675 28,346
Gross profit (million yen) 6,911 8,337 8,024 8,285 8,586 8,812 8,295 9,639 10,191 10,500
Selling, general and administrative expenses  (million yen) 5,725 6,087 6,192 6,655 6,641 6,708 6,868 7,585 7,889 8,447
Operating income (million yen) 1,186 2,249 1,832 1,629 1,944 2,103 1,427 2,053 2,302 2,053
Ordinary income (million yen) 1,108 1,982 1,582 1,648 1,993 2,239 1,576 2,142 2,973 2,274
Net income before income taxes (million yen) 1,228 1,987 1,800 2,940 1,878 2,299 1,933 2,440 3,045 2,599
Net income attributable to owners of parent  (million yen) 881 888 1,348 1,896 1,340 1,490 1,345 1,588 2,082 1,649
Net income per share (yen) 21.0 21.1 32.1 45.2 34.3 38.7 35.1 41.2 54.3 43.1
Number of consolidated subsidiaries (number) 8 8 8 8 8 8 8 9 10 10
Number of affiliates accounted for using equity method (number) 2 2 1 = = = = = = =
Operating margin (%) 4.4 7.0 6.0 4.8 5.9 6.0 4.5 5.8 6.1 583
ROA (%) 2.4 2.2 3.2 4.4 3.0 3.3 3.1 35 4.3 3.2
ROE (%) 3.6 34 4.8 6.6 4.6 4.9 4.4 5.2 6.8 5.2
Japan (million yen) 24,823 29,403 27,881 31,130 29,761 31,148 27,941 30,761 34,130 34,099
Overseas (million yen) 2,263 2,669 2,825 2,980 2,956 3,965 3,838 4,390 3,735 4,746

China (million yen) 1,752 1,684 2,072 2,220 2,026 3,389 SES51% 3,637 3,509 3,670

Other business (million yen) 510 984 753 760 930 576 481 1,083 226 1,076
Ratio of net sales outside Japan (%) 8.4 8.3 9.2 8.7 9.0 11.3 12.1 12.5 10.9 13.9
Asphalt Plant-Related Business (million yen) 15,054 17,258 15,071 17,252 16,580 17,179 16,434 17,518 19,467 18,328
Concrete Plant-Related Business (million yen) 5,889 8,577 8,287 10,267 9,356 9,621 7,893 9,158 9,212 10,839
Environment- and Conveyor-Related Business  (million yen) 2,085 1,944 2,853 2,289 2,647 3,931 2,775 2,634 2,390 3,018
Other Business (million yen) 4,058 4,292 4,495 4,301 4,133 4,480 4,677 5,840 6,796 6,660
Asphalt Plant-Related Business (million yen) 1,492 2,125 1,214 1,234 1,253 1,348 963 1,118 1,239 562
Concrete Plant-Related Business (million yen) 317 678 712 878 1,006 1,015 666 761 879 1,123
Environment- and Conveyor-Related Business  (million yen) 250 166 527 337 369 308 417 562 482 588
Other Business (million yen) 59 388 451 277 417 462 502 1,020 1,170 1,073
Amount after elimination of transactions between segments  (million yen) — — — — — — — — — —
Corporate expenses (million yen) (933) (1,109) (1,074) (1,097) (1,102) (1,031) (1,122) (1,409) (1,469) (1,293)
Total new orders received (million yen) 26,564 33,915 34,500 33,284 34,134 33,616 35,103 33,915 40,009 39,852
Total order backlog (million yen) 5,410 7,246 11,039 10,212 11,629 10,132 13,454 12,219 14,361 16,490
Total assets (million yen) 37,278 40,348 41,964 43,189 44,976 44.876 43,969 45,677 48,697 52,079
Net assets (million yen) 24,353 26,167 27,845 28,528 29,089 30,286 30,414 30,293 31,451 32,050
Interest-bearing debts (million yen) 2,849 2,212 2,206 2,362 1,987 1,799 1,718 1,787 2,492 3,812
Equity ratio (%) 65.3 64.9 66.4 66.1 64.7 67.5 69.2 66.3 64.5 61.5
Net assets per share (yen) 580.8 624.2 664.3 680.7 749.2 791.1 793.7 780.6 823.0 837.2
Dividend per share (yen) 7.0 7.0 9.0 10.0 11.0 12.0 12.0 40.0 33.0 30.0
Total dividend (million yen) 293 293 376 418 426 458 459 1,550 1,260 1,146
Dividend payout ratio (%) B8k 33.1 27.9 22.0 31.9 30.8 34.2 97.6 60.5 69.5
Dividend on equity (%) 1.2 1.1 1.4 1.5 1.5 1.5 1.5 5.1 4.0 3.6
Capital investment (million yen) 335 844 815 877 1,261 550 1,889 1,483 2,748 1,907
Depreciation and amortization (million yen) 389 392 419 483 478 468 508 611 677 745
R&D expenses (million yen) 256 295 276 227 271 291 211 379 392 449
R&D expenses to net sales (%) 0.95 0.92 0.90 0.67 0.83 0.83 0.66 1.08 1.04 1.16
Cash flow from operating activities (million yen) 2,457 2,641 1,001 (1,040) 5,064 274 (218) 3,839 2,784 2,224
Cash flow from investing activities (million yen) (954) (936) (305) 2,142 (316) 41 (1,021) (639) (1,867) (2,165)
Free cash flow (million yen) 1,503 1,705 696 1,102 4,748 315 (1,239) 3,200 917 59
Term-end balance of cash and cash equivalents  (million yen) 7,839 8,506 8,796 9,630 12,622 12,110 10,300 12,575 12,444 12,389
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Consolidated Balance Sheet (million yen) Consolidated Statement of Income (million yen)

Current assets Current liabilities Net sales 37,866 38,846
Cash and cash equivalents 12,491 12,436 Notes and accounts payable-trade 2,591 3,132 Cost of sales 27,675 28,346
Notes and accounts 10,530 9,438 Electronically recorded obligations 1015 868 Gross profit _ 10,191 10.500
Felec%trrc?gciicr?rlgnetary caime 1477 1594 Ay —— 2.806 2783 Sellmg,.ger.\eral and administrative expenses 7,889 8,447

) O Operating income 2,302 2,053
Merchandise and finished goods 1,494 990 Short-term loans payable 2,188 2,229 ——
Work in process and Non-operating income
partly-finished construction 4,236 6,970 Income taxes payable 586 518 Interest income 2 2
Raw materials and supplies 1,470 1,695 Accounts payable-other 765 664 Bivicenes lnseme 546 123
Other business 685 1,002 Down payments 2,949 17 Insurance income 30 -
Allowance for doubtful accounts (5) (0) Contract liabilities - 4,405 Foreign exchange gains 56 77
Total current assets 32,381 34,127 Provision for bonuses 531 483 Outsourcing service income 49 49

Non-current assets Provision for directors' bonuses 76 76 Other 114 82

Property, plant and equipment Provision for loss on order received 126 35 Total non-operating income 800 335
Buildings and structures (net) 3,839 5,227 Other 782 559 Non-operating expenses
; ; Interest expenses 37 50
ey S A ipment and 1,078 1,256 Total current liabilities 14,418 15,774 ®
Loss on disposal of non-current assets 12 0
Tools, furniture and fixtures (net) 365 399 Non-current liabilities .
Compensation for damage 64 14
LAe! 2208 3,577 Long-term loans payable 304 1583 Dismantlement and removal costs - 24
Lease assets (net) 2 1 Deferred tax liabilities 5 7 Other 15 25
Right-of-use assets (net) 71 72 AP, n e 170 182 Total non-operating expenses 129 114
Construction in progress 619 134 Retirement benefitrelated 1,995 2,126 Ordinary income 2973 2,274
l?at;’:‘l grr%peecr,tﬁ'ibment 9,183 10,669 Other 351 354 Extraordinary income
Intangible assets Total non-current liabilities 2827 4.254 Gain on sales of investment securities 152 326
Goodwill _ 266 Total liabilities 17.246 20,029 Total extraordinary income 152 326
i |
Other 660 769 Extraordinary loss
- - Loss on sales of investment securities 69 0
Total intangible assets 660 1,036 ) . -
Loss on valuation of investment securities 10 -

Investments and other assets Net assets m 2021 (Fy) -

Total extraordinary loss 79 0
Investment securities 4,528 4,336 Shareholders' equity Net income before income taxes 3,045 2,599
Investments in capital 11 15 Capital stock 9,197 9,197 Income taxes-current 1,057 944
Long-term loans receivable 11 8 Capital surplus 7,926 7,925 Income taxes-deferred (94) 40
Deferred tax assets 792 864 Retained earnings 13,366 13,755 Total income taxes 963 985
Other 1,259 1,152 Treasury stock (805) (784) Net income 2,082 1614
Allowance for doubtful accounts (131) (131) Total shareholders’ equity 29,685 30,093 Loss attributable to non-controlling interests — (34)
- Net income attributable to owners of parent 2,082 1,649

Z‘{’ﬁi’#ggiéﬁ?e”“ Gl 6,472 6,246 Accumulated o

other comprehensive income
Total non-current assets 16,315 17,951 Valuation diff
a\?a?l:}ai?erlfolr—:aﬁzns(::c8pities 1,592 1 ’453

Total assets 48,697 52,079 Zgjr':e;%%gg{rency translation 264 560 ) .

R I (114) (104) Consolidated Statement of Comprehensive Income (million yen)

Total accumulated

Non-controlling interests 24 46 Net income 2,082 1614
Total net assets 31,451 32,050 Other comprehensive income
Total liabilities and net assets 48,697 52,079 Valuation difference on available-for-sale securities 473 (139)
Foreign currency translation adjustment 209 290
Retirement benefit-related adjustment 120 10
Total other comprehensive income 802 161
Comprehensive income 2,885 1,775
(Breakdown)
Comprehensive income attributable to owners of the parent 2,884 1,804
Comprehensive income attributable to non-controlling interests 1 (28)
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Consolidated Statement of Cash Flows

Stock overview (s of March 31, 2022) Major shareholders (top 10)

(million yen)
I 22 2021 _(fiscal year) Stock listing Prime Market, Tokyo Stock Exchange N Number of shares Shareholding
. - i ame held (in 1,000) ratio (%)
Cash flow from operating activities Securities code 6306 . . . -
: . . Nikko Trading-Partner Shareholding Association 5,681 14.86
Net income before income taxes 3,045 2,599 State of issuance
b ot q Htizat 677 745 Total number of shares authorized for issuance: The Master Trust Bank of Japan, Ltd. (trust account) 3,799 9.94
epreciation and amortization - - —
A P — > le),IOOO,Oé)O Sr}are‘: cording <h Nikko Employees' Shareholding Association 1,753 459
mortization of goodwi - otal number of outstanding shares: - - X . -
g _ 40.000.000 shares ¢ Sumitomo Mitsui Banking Corporation 1,203 3.15
Increase (decrease) !n aIIo-wance for dOl.'Jb‘tfu| accou.nts (27) (5) (including 1,774,135 treasury shares) Custody Bank of Japan, Ltd. (trust account) 968 253
Increase (decrease) in retirement benefit-related adjustment 80 71 Number of shares per unit 100 shares Nippon Life Insurance Company 854 204
Increase (decrease) in provision for directors' retirement benefits 24 (9) Number of shareholders 12,504 Sumitomo Life Insurance Company 745 1.95
Interest and dividends income (548) (126) Transfer agent ; :
Intorest oxoenses 37 50 Mitsubishi UFJ Trust and Banking Corporation The Hyakujushi Bank, Ltd. 683 1.79
P 4-5, Marunouchi 1-chome, Chiyoda-ku, Tokyo 100-8212 Meiji Yasuda Life Insurance Company 648 1.70
Foreign exchange losses (gains) (19) (72) Fiscal year From April 1 to March 31 Nakanishi Electric Co., Ltd. 620 1.62
Loss (gain) on sales and valuation of investment securities (72) (325) Orjjinar%/ Gen?jrgl ?ha[\r/]ehol;i%r]s)’ Meeting Total 16,956 44 .4
. ; . une (record date: Marc
Dizaent (lnsrseie) I ek e segenlnt (ereallriasl (300) 1.653 Registration deadline for vear-end dividend payment: Nikko holds treasury shares totaling 1,774,135, which are excluded from the above
Decrease (increase) in inventories (359) (1,583) €9 e e year-e end payment: major shareholders. Shareholding ratios are the number of shares held divided by the
March 31 total number of outstanding shares less the number of treasury shares, rounded off to
Increase (decrease) in notes and accounts payable-trade (627) (28) Registration deadline for interim dividend payment: first decimal place.
Increase (decrease) in down payments 1,281 - September 30
Increase (decrease) in contract liabilities - 1,172 Composition of shareholder types % Stock performance comparison
Other 187 (1,006) (TSR: total shareholder return, %)
’ [ Individuals and others Financial institutions
Subtotal 3,377 3,150 [ Financial instruments business operators 1 3 5 10
— - - 1(5/0[]) [ Other Japanese corporations 5 Foreign corporations, etc. Investment year years years years
Interest and dividends income received 548 126 9.67 683 359 3.23 Al (End of Mar. | (End of Mar. | (End of Mar. | (End of Mar.
Interest expenses paid 37) (50) s 13.91 [52 156 2021 toend | 2019to end | 2017 to end | 2012 to end
. 80 7 e | 0| of Mar. 2022) | of Mar. 2022) | of Mar. 2022) | of Mar. 2022)
Income taxes paid (1,105) (1,002)
Cash flow from operating activities 2,784 2,224 . =128 47.5 82.1 134.0
Cash flow from investing activities
. . . TOPIX 2.0 31.2 44.3 183.3
Payments into time deposits (47) 47)
Proceeds from withdrawal of time deposits 47 47 ME!CZinery 38 36.7 40.8 183.7
index
RUEERDE M SIS TS (14) (e 2017 2018 2019 2020 2021(fiscal year) The above table shows total return on investment including dividends as
Proceeds from sales and redemption of investment securities 579 754 of the end of March 2022 in the cases of investment made a year ago,
three years ago, five years ago, and 10 years ago.
Purchase of property, plant and equipment and intangible assets (2,414) (1,697)
Purchase of shares of subsidiaries resulting in change in scope of consolidation - (733) Trend of share price and trading volume over the past 10 years wuly 2012 - July 2022)
Payments for acquisition of businesses - (127) ® Share price
Payments of loans receivable 2) (4) 1000 &1
Collection of loans receivable 2 7 zgg
Other (18) 60 400
Cash flow from investing activities (1,867) (2,165) 200
Cash flows from financing activities 0 et
2012/1 2013/1 2014/1 2015/1 2016/1 2017/1 2018/1 2019/1 2020/1 2021/1 2022/1 (y'gg?)
Net increase (decrease) in short-term loans payable 550 (125) )
® Tradina volume
Proceeds from long-term loans payable 140 1,099 00 (10.000 shares)
Repayment of long-term loans payable (70) (46) gﬁﬁ
Proceeds from sale of shares of subsidiaries not resulting in change in scope of consolidation - 51 %88
0 -
Purchase of treasury stock (402) - 2012/1 2013/1 2014/1 2015/1 2016/1 2017/1 2018/1 2019/1 2020/1 2021/1 2022/1 (iscay
Repayments of finance lease obligations (0) - ® Stock-related data
Cash dividends paid (1,345) (1,260) ] 2018/3 2019/3 2020/3 2021/3 2022/3
Cash flows from financing activities (1,129) (282) Year-end share price (yen) 426 481 609 731 607
Effect of exchange rate changes on cash and cash equivalents 80 168 PER (times) 11.9 13.7 14.8 185 14.1
Net increase (decrease) in cash and cash equivalents (131) (54) PBR (times) 0.6 0.6 0.8 0.9 0.7
Cash and cash equivalents at beginning of year 12,575 12,444 Dividend yield (%) 2.6 25 6.6 45 49
Cash and cash equivalents at end of year 12,444 12,389 Year-end market cap (mil. yen) 18,480 19,240 24,360 29,240 24,280
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Company Overview (as of March 31, 2022)

Company Overview and Offices and Sites

®Net sales breakdown by business segment (FY 2021)

Summary of Subsidiaries
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) . Net sales FY 2018 FY 2019 FY 2020 FY 2021
- Nikko Electronics Co. (mil. yen)
Japanese name HI#d&4t ’ Y 1,669 1,727 1,661 1,642
. . Other business —
English name Nikko Co.,Ltd 17.1% Manufacture and sale of control systems, covering Number of Number of individuals concurrently Number of Percentage of sales to
§ et alaslienting o ¥ Directors holding position at parent employees Nikko in FY 2021
Head office address  1013-1, Eigashima, Okubo-cho, Environment- and Eogzaes 1T 10U B NG o T et R 0 o
) conveyor-related control panels, switchboards and monitoring panels 7 1 93 80.1%
Akashi, Hyogo Prefecture 674-8585 business AP-related
7.8% -

Tel. +81-78-947-3131 nsolidated business

Conso | e 47.2% ) ) Net sales FY 2018 FY 2019 FY 2020 FY 2021

c i : i net sales Nikko Mach Co., Ltd i
orporate website  https://www.nikko-net.com/en/ IKKO IVlachinery Co., . (mil. yen)

. ; ) o 38,846 million yen 1,765 2,124 2,391 2,416
Representative ~ Masaru Tsuji, President and Representative Director gssriast:d Manufacture and sale of construction equipment Number of ‘ ‘ Number of individuals concurenty ‘ ‘ Number of ‘ ‘ Percentage of soles to
Established August ]3’ 1919 2790 and flooding preventive equipment, including irectors olding position at parent employees ikko in

] . 2097 floodgates and waterproof boards 5 0 43 32.9%

Capital 9,197.6 million yen (as of March 31, 2022) J 0

Number of employees 1,038 (consolidated), 570 (non-consolidated)

Business segments ~ Asphalt plant related, Nikko Sec Co.. Ltd Net sales FY 2018 FY 2019 FY 2020 FY 2021

*AP: Asphalt plant - . (mil. yen) 1 ,5] 9 1 ,692 1 ,738 1 ,531
concrete plant related, BP: (Concrete) batching plant
. . t related Manufacture and sale of temporary equipment and N[;J_mber of ‘ ‘ Num?elrdc_)findivi_d_uals concurrently ‘ ‘ Numlber of ‘ ‘ Pe?\lc_ir‘ztage':cz; Sgl&s to
various environment related, machinery for construction work, material handling irectors olding position at parent employees ikko In
various conveyor related, other machines, and computer-related equipment 5 0 30 2.2%
Net sales FY 2018 FY 2019 FY 2020 FY 2021
Tombo Industry Co., Ltd. (mil. yen) 688 660 690 743
Manufacture and sale of soil farming tools and N[;J_mber of ‘ ‘ Num?elrdc_)findivi_d_uals concurrently ‘ ‘ Numlber of ‘ ‘ Pe?\lqir‘ztage':cz; Sgl%s to
gardening supplies, including shovels and scoops, irectors olding position at parent employees Kkoin
and concrete mixers for mixing and kneading 5 0 12 1.1%
Net sales FY 2018 FY 2019 FY 2020 FY 2021
Maekawa Kogyosho Co., Ltd. (mil. yen) 439 466 361 353
. . Number of Number of individuals concurrently Number of Percentage of sales to
Manufacture and sale of crushing plant/equipment, Directors holding position at parent employees Nikko in FY 2021
etc.
4 (0] 17 3.1%

@ Business Division @ Branches and sales offices @ Service centers/stations ’

Ochanomizu, Tokyo Akashi head office Tokyo service center Nikko K c Ltd Net sales FY 2018 FY 2019 FY 2020 FY 2021
Hokkaido branch Akashi service center IKKO KOSan CoO. 5 il.
.Factorie_s Tohoku branch Tokyo mobile center - i yen) 471 471 420 476
Head office factory Hoku-shinetsu branch Morioka service station Services related to housing renovation, property ‘ Number of ‘ ‘ Number of individuals concurrently ‘ ‘ Number of ‘ ‘ Percentage of sales to
Tokyo factory Kanto branch Hokuriku service station insurance agency, life insurance agent and real Directors holding position at parent employees Nikko in FY 2021
Sec h_ead office fac.tory Chubu branch Akashi service station estate 3 1 9 33.9%
Machinery head office factory  Osaka branch Okayama service station
Fukusaki factory Chu-shikoku branch
Satte factory Kyushu branch .
Group companies

Kakogawa factory Okinawa branch ) ) H

Nikko Electronics Wangan sales office Nikko Electronics Co., Ltd. Ube Kohki Co,, Ltd. ‘ Number of ‘ ‘ Number of individuals concurrently ‘ ‘ Number of ‘

head office factory Yokohama sales office Nikko Machinery Co., Ltd. Manufacture and installation of various plant Directors holding position at parent employees

Maekawa Kogyosho ; . Nikko Sec Co., Ltd. facilities, design, manufacture and sale of gas 5 0 67

head office factory Shikoku sales office Tombo Industry Co., Ltd ) )

Nikko Shanghai Minami-kyushu sales office S holders, and development, manufacture and sale of

| 1ang e Maekawa Kogyosho Co., Ltd. solar LED lightings, etc
head office factory Taipei branch . ) ghtings, €te.
. . Nikko Kosan Co., Ltd.

Machinery Kansai factory K
Ube Kohki Co., Ltd.
Nikko (Shanghai) Construction Machinery Co., Ltd. ) . . . Net sales FY 2018 FY 2019 FY 2020 FY 2021
Nikko Asia (Thailand) Co,, Ltd. Nikko (Shanghai) Construction Machinery Co., Ltd. (mil. yen) 3468 3756 3.632 3.956

’ ’ ’ ’
. Number of Number of individuals concurrently Number of Percentage of sales to
Manufacture and sale of asphalt / recycling plants Directors holding position at parent employees Nikko in FY 2021
Overseas bases and anti-pollution devices o
Taipei branch (Taiwan) Opened in February 1997 4 2 106 3.4%
- Nikko (Shanghai) Construction Machinery Co., Ltd.
Established in April 2001 Net sales in FY Number of Number of individual " Number of
. R et sales in umber o umber of individuals concurrently umber o

Nikko Shanqha' Be!J._"‘g ofﬁcg o ) ) . ‘ 2021 (mil. yen) ‘ ‘ Directors ‘ ‘ holding position at parent ‘ ‘ employees ‘
Opened as Nikko Beijing expatriates office in August 1998 Nikko Asia (Thailand) Co.,Ltd. 162 4 2 14
Nikko Asia (Thailand) Co.,Ltd.
Established in February 2020
Nikko Nilkhosol Co.,'Ltd ESt‘:’b“Shed in .June 2020 Net sales in FY Number of Number of individuals concurrently Number of
Maekawa (Shanghai) Machinery Trading Co., Ltd. ) ) 2021 (mil. yen) Directors holding position at parent employees
Established in July 2012 Nikko Nilkhosol Co.,Ltd. 28 4 0 77

(Sales base of Maekawa Kogyosho Co., Ltd.)
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