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The Dexerials Group Philosophy

With sincerity and honesty,
we will face customer issues, the social issues behind them, and all other stakeholders,
as we develop products and solutions that contribute to the resolution of social issues.

To facilitate ideal manufacturing for our customers,
we will continue to enhance our technologies and human capital,
skillfully combining them to create unprecedented products and solutions that have value to the world.

Linking these efforts to further technological evolution will power
the evolution of society as a whole.

“Integrity” “Value Matters” “Empower Evolution.”
With these thoughts in mind, we will continue to move forward.

Dexerials’ Purpose



https://www.youtube.com/watch?v=jD5v3xKZibE

Empower Evolution.

Connect People and Technology.

Corporate Philosophy

-
Integrity :

Have Integrity and Sincerity - : ' Va I ue M atte rsS

Unprecedented innovation,
unprecedented value.
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< 2 ' " Our Foundation—Purpose Formulation History
j o Future aspirations and the background and

é \ ‘ process of formulation
@®© Dexerials Value Creation Process

Clarify our unique value creation process to realize our purpose and

ReaIiZing Our Purpose! what we want to be in ten years.
Advancing to the Next Stage Crste s gever i it =

Toward a more prosperous and efficient society,

Focusing management resources on core
technologies to become an indispensable
company for a sustainable society and
diverse stakeholders.

we are aiming for even greater heights under the Mid-Term
® Formulation and Launch of the New Five-year Management Plan 2028 “Achieving Evolution,”

formulated by backcasting from

Mid-Term Management Plan our medium- to long-term vision of “what we want to be.”

The previous Mid-term Management Plan ended in fiscal 2023. We
launched a new Mid-Term Management Plan, formulated by back-
casting from our newly formulated purpose and what we want to be

in ten years. © New Materiality . @ Establishing a Sustainability Policy
[ (TeChnOIOQV and Human Capltal) We established a policy to examine and clarify the

Technology and Human Capital (“source of value creation”), essential “essence of sustainability targeted by Dexerials,”

for expanding our business portfolio and strengthening our busi- based on our purpose, growth strategy, and

ness model, is defined as materiality, and is reflected as important strengths. (Review of the current CSR policy)

issues and non-financial investment targets in the new Mid-Term

Management Plan.

@ Identifying 13 ESG Key Issues
Non-financial key issues are extracted and
identified through a multi-faceted perspec-
tive and process with the aim of support-
ing value creation through business and
reducing potential management risks.
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Editorial Policy

Dexerials Integrated Report covers the Dexerials Group’s growth
strategy, business results, financial information, non-financial infor-
mation, and so on, and has been published since fiscal 2019 as a
communication tool to facilitate understanding of the Group among
all stakeholders.

Applicable Scope and Term
Applicable Scope: This report covers Dexerials Corporation and its
subsidiaries in Japan and globally.
Applicable Term: This report is based in principle upon the results
of activities in fiscal 2023 (April 1, 2023-March 31,
2024); however, some reports and data may refer
to past or current information.

Reference Guidelines

The International Integrated Reporting Framework published by the
International Integrated Reporting Council (IIRC)

Guidance for Collaborative Value Creation published by the Ministry
of Economy, Trade and Industry

GRI “GRI Standards”

1SO26000

Environmental Reporting Guidelines (Fiscal Year 2018 Version)
published by the Ministry of the Environment

Disclaimer on Forward-looking Statements

The forward-looking statements contained in this report are based
on information currently available to the Company and certain
assumptions that are believed to be reasonable, and no responsi-
bility is borne as to the accuracy or completeness of the forward-
looking statements. Actual results may differ from the results
anticipated in these forward-looking statements due to a variety
of factors, and the Company gives no assurance that such state-
ments will prove to be correct.


https://www.dexerials.jp/en/

Foundation for
Value Creation

Value Creation
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We continue to create new value by leading
the way in addressing the challenges of social change

Products

1977

Commercialized Anisotropic
Conductive Films (ACF)
ahead of industry peers

ACF is a film-type conductive adhesive with
uniformly dispersed conductive particles
that exploit electrical properties to conduct
two components vertically while keeping
mechanical performance by adhesion

1994

Started production of
Surface mounted type fuses

Started mass-producing the secondary
protection devices that immediately
interrupt overcharge or overcurrent in
lithium-ion rechargeable batteries first in
the world

2002

Started selling of
Anti-reflection films

Dry-type Anti-reflection films, which
realize outstanding low reflection
property and abrasion resistance with
nano-level thin-film thickness control
technology and multi-layer structure

2007

Started production of
Optical elastic resins
(SVR®)

Optical clear resin is embedded in
air gaps in devices such as smart-

phones and tablet PCs to help
realize slim profiling and improved

&
P

2008

Launched production

of Inorganic polarizers
for projectors

Excellent thermal and light resis-
tance, contributing to longer life
and higher brightness in projec-
tors, head-up displays, etc.

visibility of displays
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1962

Sony Chemicals
Corporation established

1987

Listed on the Second
Section of the Tokyo
Stock Exchange (TSE)

2000

Sony Chemicals
Corporation was
delisted from TSE.
Became a wholly
owned subsidiary of
Sony Corporation

2012

Changed company name
to Dexerials Corporation,
commenced business

2006

Company name

changed to Sony activities

Chemical &

Information Device B
Corporation Dexerials

Since the foundation of our predecessor in 1962, we have supported the evolution of technologies through the creation of value that anticipates social
and technological changes.

In 2024, we began focusing on the next challenges. Guided by our foundation and purpose, “Empower Evolution. Connect People and Technology,”

we aim to contribute to the realization of a prosperous and efficient society through the creation of unprecedented materials, devices, and solutions that

have value to the world and are essential to the evolution of digital technologies.



2014

Launched production of
“DxShield®,” an eye shield
material for medical use

Moth-eye type film, which
realizes anti-reflection and high
transparency with its nano-level
fine concavo-convex structures
formed on the surface

Dexerials Integrated Report 2024 | History of Value Creation

2016

Commercialized “ArrayFIX®”
Particle-arrayed Anisotropic
Conductive Film (ACF)
Conductive adhesive capable of
stably connecting many wires even in
a narrow area by arraying conductive
particles in resin at targeted positions

2015

® Listed on the First Section
of the Tokyo Stock
Exchange (TSE)

® Certified special subsidiary
Dexerials Kibou Corporation
started business

...................

2016

Commenced oper-
ation of the Tochigi
Technology Center

Introduction Value Creation Story

2020

® Developed Anti-reflection
film “HD Series”

® Developed “Jettable SVR,”
Optical elastic resins
corresponding to inkjet
coating

Value Creation

o )
2022
2021

® Headquarters relocated to
Shimotsuke-shi, Tochigi

® Transitioned from a com-
pany with an Audit and
Supervisory Board to a

company with an Audit and .
Supervisory Committee ./

Kyoto Semiconductor Co.,
Ltd. (now Dexerials Photonics
Solutions Corporation) joined
the Dexerials Group

Mid-term Management Plan
“Change for Growth 2018”

o/.

Mid-term Management Plan 2023
“Challenges for Evolution”

T

2023

Introduced “job-type
personnel system”
for management-level
employees in Japan

Foundation for

Strategy Value Creation

2021

Commercialized the
Phosphor Film “PS Series”
This film achieves dynamic range
expansion, wider color gamut, and
slim profiling of liquid crystal dis-
plays with direct LED backlighting

2024

Data Section

® Announced our purpose and new five-year

Mid-Term Management Plan

globally

® Introduced “job-type personnel system”
for all Group employees both in Japan and

@ Started operation of Dexerials Photonics

Solutions Corporation

P

Mid-Term

Management Plan 2028
“Achieving Evolution”

2016

2017 2018

2019 2020 2021 2022

2023

2024 2025

—~_
—~

2028 (Fy)
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Overview FY2023

Dexerials’ mainstay products have attained the top global market share in niche markets.
We have enhanced our earning power by providing unique, high value-added products and solutions essential for
technological evolution.

Anisotropic Conductive
Films (ACF)*1

Large- and small- to
medium-sized display
ACF market share

73.9.

*‘.:....«\ﬁ......: sewwwei .

Optical elastic resin

Anti-reflection films produced | (SVR)*s
using sputtering technology*2 e ——— V.

Surface treatment
film (dry coat)
market share

Optical clear resin
(OCR) market share

48.6-.

93.5..

*1 The 2023 share for total amount of ACF for large-sized and small- to medium-sized displays according to the “Current Status and Future Outlook for Display-related Markets 2024” issued by Fuiji Chimera
Research Institute, Inc.

*2 The 2023 share for amount of surface treatment film (dry coat) according to the “Current Status and Future Outlook for Display-related Markets 2024” issued by Fuji Chimera Research Institute, Inc.

*3 The 2023 share for total amount of Optical Clear Resin (OCR) used in bonding displays according to the “Current Status and Future Outlook for Display-related Markets 2024” issued by Fuiji Chimera
Research Institute, Inc. Optical elastic resin (SVR) is the product name for Dexerials optically clear adhesives.

Value Creation Foundation for
Strategy Value Creation Data Section

Financial Highlights

Net sales

[N J

1 05.2 billion yen

957 106.2  105.2

2021 2022 2023 (FY)

Operating profit / EBITDA

[N J

33.4 s/ 40.0 won o

M Operating profit
M EBITDA

39.1
32.532.3 33.
26.6

40.0
4

2021 2022 2023 (FY)

In fiscal 2023, the final year of the Mid-term Management Plan
“Challenges for Evolution,” which began in fiscal 2019, we worked to
expand our portfolio and enhance its resilience to changes in the business
environment while strengthening our management base.

In growth domains, we expanded sales of products for automotive
applications, and developed new customers for, then commenced ship-
ments of, products for optical transceivers that support next-
generation high-speed communications. In existing domains, we worked
on product developments and proposals that anticipate technological
evolution and expanded sales of high value-added products such as
Smart precision Adhesive and Particle-arrayed Anisotropic Conductive
Films (ACF).

Despite a year-on-year decline in net sales, partly due to the impact
of inventory adjustments in the supply chain, profitability improved, driving
operating profit and EBITDA to record highs.
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D7\ Securities Report

7
(Japanese only) .

For more details, please refer to our website E

Earnings per share (EPS)

[N

.

Introduction

Value Creation Story

Non-financial Highlights

Engineers ratio

N

Foundation for
Value Creation

Value Creation

Strategy Data Section

(/) ESG Data Book

For more details, please refer to our website

R&D expenditure

N J

368.71.,..

37.1.

4- 7 1 billion yen

4.7
4.27
The increase in EPS was 35062 35%71 We are proactively working 571 We are steadily building a
driven by record-high net o to strengthen our engineering 36.7 36.9/. foundation for sustainable
profit, as well as the acquired 274.y and marketing functions —— growth and enhanced
or cancelled portion of ® and develop a structure to competitiveness, while
treasury shares. accelerate growth. expanding R&D investment
2021 2022 2023 (FY) 2021 2022 2023 (FY) to drive next-generation 2021 2022 2023 (FY)
technological innovations.
Return on equity (ROE) /
Return on invested capital (ROIC) Global patents ownership ratio Number of female managers (non-consolidated basis)
AN Y J AN Y J [\ Y J
27 1 / 22 3 —e— ROE 66 O 1 8 7 2 B Number of female managers
—e—ROIC (persons)
= % = % ¢ 303 u % persons ( = % ) —e— Ratio of female managers (%)
28. ) .
ROE and ROIC have 8 5/ \27.1 We are strengthening the As part of our efforts to promote
remained stable at high /24.4\ acquisition of global patents, 659 062 6.0 diversity, we are working to
levels, and we believe they 22,5 : 223 further raising barriers to —e create more opportunities for
are well above the cost of entry and enhancing business women to take on active roles.
capital and WACC. competitiveness on a global We will continue fostering an
2021 2022 2023 FY) scale. 2021 2022 2023 (Fv)

Total payout ratio (before amortization of goodwill)

« J

Three-year retention rate for new graduate hires

N

environment where diverse

. . 2021 2022
talents can thrive and contribute.

2023 (FY)

Independent director ratio (As of November 2024)

N J

50.8.

56.6
The total payout ratio was 50.8
: pay ) Wa 123 _®— g
50.8% (before amortization ®
of goodwill), which exceeded
the 40% level targeted
in the previous Mid-term
2021 2022 2023 Y)

Management Plan.

94.7.,

We are working to create

an environment where all
employees can grow, while
also providing career support

and improving workplaces
to promote their long-term
success.

947
90.9 o
88.0 i~
-
2021 2022 2023 (FY)

~

5 persos (62,5

Since our public listing, we have
maintained a structure in which
the majority of directors are from
outside the company, enhancing
management transparency and
oversight functions while building
a foundation for further growth.

8 directors
Internal
directors
Outside
directors

O Men

O Women


https://www.dexerials.jp/en/csr/download/#dwld02

https://www.dexerials.jp/ir/library/financial.html

Value Creation Foundation for

Value Creation Story Strategy Value Creation Data Section
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(Note) Each business corresponds to a segment for the purposes of financial disclosure, and net sales include inter-segment transactions.

Business Segments

Optical semiconductors

Micro devices [Optical films]

Anti-reflection films,
Phosphor Films

49-,

Adhesive materials

Optical Materials and

Electronic Materials and
Surface mounted type fuses

[ 54, -

Components Business

D retssee 51,453 mionyon

Components Business

Net sales 54,387 million yen é

FY23
Net sales

105.2

billion yen

Sr%?irtating 1 9,1 67 million yen %
EBITDA 22, 1 35 million yen ﬁlv]

Anisotropic Conductive Films
(ACF)

This business comprises the Anisotropic Conductive Films (ACF), Surface mounted type fuses,
Adhesive materials, Micro devices, and Optical semiconductors categories. Our mainstay product
ACF was first developed and mass-produced in the industry in 1977, and has since secured a large
share of the global market through our advanced technologies and high quality.

Mainstay products [Category]

% Sr%?irtating 1 6 y 040 million yen
ﬁlv] EBITDA 1 7 ,887 million yen

[Optical resin materials]
High-precision bonding resin

Optical elastic resins (SVR)
Adhesives, other

This business comprises Optical films and Optical resin materials. Our mainstay Anti-reflection films
have a strong reputation in the consumer IT products and automotive displays fields.

Main Products (Category)

Anti-reflection films [Optical films] Phosphor Films [Optical films]

Anisotropic Conductive Films

Surface mounted type fuses

Film-type bonding material that
contains conductive particles in resin
and has both conductive and insu-
lating properties. These products are
used to connect electronic compo-
nents that make up display panels,
camera modules, and other devices.
Our lineup also includes Particle-
arrayed ACF mountable in narrow
spaces, as well as pre-cut ACF that
is converted into shapes that match
circuit boards and terminal layouts.

Inorganic polarizers/Inorganic waveplates [Micro devices]

In addition to self-control protectors
(SCP), which are secondary pro-
tection devices that reliably protect
lithium-ion rechargeable batteries
from overcharging, overcurrent,
and other abnormalities, we offer a
lineup of power current protector
(PCP) fuses for high current appli-
cations that specialize in protection
from overcurrent while maintaining
compact and thin designs.

Optical communication devices [Optical semiconductors]

Anti-reflection films for displays with
outstanding low reflection property
and scratch resistance. These

films maintain image contrast and
contribute to ensuring visibility by
reducing the reflection of external
light on the display surface. The
excellent low-reflection property is
achieved via our proprietary manu-
facturing (sputtering) technologies.

Optical elastic resins (SVR) [Optical resin materials]

Our “PS Series” Phosphor Film

has been developed by dispersing
green and red phosphors into films.
Incorporating this product into

the backlight of a display enables
higher quality displays with excel-
lent color expression using blue
LEDs as the light source.

High-precision bonding resin [Optical resin materials]

%

«w% , i .

These optical devices have excel-
lent durability, able to withstand
long hours of use in high tem-
perature and high light intensity
environments, while achieving high
transmittance and low reflectance.
They boost the brightness and con-
trast of projectors and optical units
that use laser light sources.

Optical communication devices are
indispensable in the evolution of
mobile communication systems and
the expansion of optical networks.
Our lineup includes ultra-high-
speed photodiodes suitable for

5G communication products, light
receiving modules, and vertical cav-
ity surface emitting lasers (VCSEL).

Elastic resin with high optical per-
meability fills gaps in the displays of
devices such as smartphones and
tablet PCs to realize slimmer profiling
and improved visibility. Our lineup
also includes a PSA-transformable
Optical elastic resin (hybrid SVR) for
small- and medium-sized flat panel
displays (FPD) whose adhesive prop-
erties are transformed by temporary
UV curing to realize excellent work-
ability equivalent to that of optical
clear adhesives.

Our “SA Series” of high-precision
bonding resin includes a lineup of
adhesives that use various curing
systems, including UV curing,
thermosetting, and UV + thermoset-
ting. This series realizes low-tem-
perature, fast curing, along with low
shrinkage, and is ideal for precision
affixing during the assembly of
camera modules, optical pickups,
and other components.
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What are Optical 4 >
Semiconductors? <V
Optical semiconductors are devices that can convert electric | see,

so optical semicon-
ductors support
our daily life and
business!

current into light, or light into electric current. Everyday products that
use these devices include LED lighting fixtures and remote controls.
Additionally, when watching videos or playing video games on the
Internet, large amounts of data are communicated at high speeds
with data centers, and optical semiconductors facilitate these data
transmissions. They are also used in medical devices to monitor
healthcare information, in factory production line sensors, and in
many other devices.

Optical semiconductors will become more and more indispens-
able in our daily lives and business.

Applications

Data centers: Used to send and receive large amounts of data at high speeds while conserving
energy (optical transceivers)

Medical devices: Used in devices that accurately measure physical conditions by touch

Factory automation: Used as sensors on production lines that contribute to increased

efficiency and accuracy

Supporting next-generation
high-speed communications

Optical transceivers Pulse oximeters

Providing accurate, non-invasive
measurement

Contributing to factory automation
Manufacturing
line sensors

"

Used for product
detection and
quality control in
factory automation

Medical device that measures
the saturation of oxygen
carried in red blood cells

Used for high-speed data
transmissions at data centers
(optical transceivers)

Foundation for
Value Creation

Value Creation

Introduction Value Creation Story Strategy Data Section

Optical Semiconductors Facilitate Energy
Efficiency and Future Communications!

Optical semiconductors play an important role in addressing climate change and driving future
technological innovations. With the evolution of technologies such as 5G and Al, the demand
for data communications and the trend toward higher speeds are expected to grow even
further. However, this trend raises concerns about the corresponding increase in energy con-
sumption. In electrical data transmissions, the higher the communication speed, the more
power is consumed and the more heat is generated. In contrast, optical data communications
using optical semiconductors maintain consistent power consumption even as speeds
increase, enabling energy-efficient data transmission.

Optical semiconductors are also key to realizing autonomous driving and smart cities.
Dexerials participates in the IOWN* next-generation network initiative. By developing cutting-
edge photonics technologies and products that integrate semiconductors and optical semi-
conductors, Dexerials aims to contribute significantly to the advancement of next-generation
high-speed communication technologies, paving the way for the realization of the IOWN
initiative.

* Innovative Optical and Wireless Network (IOWN) concept: A next-generation network utilizing optical communications technologies to achieve ultra-high speed,

large-capacity data communications with low power consumption. This initiative aims to support the digitalization of society and the growing demand for data
communications, thereby providing a more sustainable information infrastructure.

Dexerials Products that Control Electricity and Light

Photoelectric
conversion

Electrical signal control Light control

Anti-reflection films
Optical elastic resins (SVR)
High-precision bonding resin
Inorganic optical components

Anisotropic Conductive Films

Anisotropic Conductive Pastes Optical

semiconductor
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Supporting Social Systems

Where You Can Find Dexerials —Supporting Social Systems

Logistics and online shopping have now become indispensable social systems in our lives.

Many digital technologies are used in the process of delivering products ordered online to our doorsteps. Many of Dexerials’ products and technologies
contribute to this process, supporting our society.

This section introduces how Dexerials’ products are used in the process from online purchases to delivery.

| think I'll buy

*this robotic vacuum
cleaner I've always
wanted.

Inventory and shipment
management

S

Notebook PC

/ Anti-reflection films \ /Optical semiconductor devices:\ /Optical semiconductor devices:\ /Adhesive materials: \

Photodiodes Light-emitting diode (LED) Anisotropic Conductive Pastes

The surface film reduces

glare from external light, Optical semiconductors Optical semiconduc- Compatible with RFID* =)

enabling you to concentrate enable high-speed con- tors are used as o tags used for product m

on PC work. version of optical and P sensors, contributing % @ A management, contrib-

i electrical signals, and ~ “& 2 to automation in k‘fg 2 uting to greater

are used in everyday @g factories and other *¢ efficiency.

\ i ' j \sensing applications. j \applications. j \

| Order Order receipt and product shipment

*RFID: Acronym for Radio Frequency Identification, a system that reads and writes information without contact.
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Dexerials Integrated Report 2024 | Where You Can Find Dexerials—
Supporting Social Systems

4 )

Optical elastic resin (SVR)

Tablet PC

Gaps between
displays and
surface panels
are filled with
SVR to improve
visibility.

N J
“)

It’s here!
I’'m using it right away.

' \

|

4
&

( Anti-reflection films \

Surface film reduces glare
from external light and
improves visibility.

[High-precision bonding \
resin

Contributes to
the precise fixing
of high-resolution
smartphone
cameras.

Films (ACF)

(Anisotropic Conductive \

Material essential
for connecting
displays, camera
modules, and
other electronic

Kcomponents.

Installed in the lithium-ion
batteries of cordless
devices to interrupt circuits
if abnormalities occur
during charging or dis-

charging to ensure safety.

\_

( Surface mounted type fuses (SCP) \

J

W Recewing
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Realizing Our Purpose
Advancing to the Ne It!Stage

Toward a more prosperous and efficient society,
we are aiming for even greater heights under
Mid-Term Management Plan 2028 “Achieving
Evolution,” formulated by backcasting from

our medium- to long-term vision of “what we

want to be.”

Under the previous Mid-term Management Plan,
Dexerials achieved all numerical targets ahead of
schedule, building a foundation for sustainable growth
and enhanced corporate value, in preparation to aim
for even greater heights.

Based on this foundation, and with a new compass
indicating the path toward realizing our purpose, we
formulated a new Mid-Term Management Plan and
have embarked on a new voyage to balance economic
and social value, contribute to the realization of
a prosperous and efficient society, and continue
achieving sustainable corporate growth.

A%k oA

Representative Director
and President
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Under the new banner of our purpose,
we are embarking on a new voyage
towards further evolution

Society is currently in the midst of the VUCA* era and on the
verge of major changes. We have entered an era in which
no one can predict the future, with various phenomena
intertwined in complex and ambiguous ways, including cli-
mate change, global population growth and demographic
changes, geopolitical upheaval, rapid evolution in digital
technologies, and increasing volatility in financial markets.

Given this business environment, we felt the need to first
firmly establish economic value, which is the fundamen-

tal premise for a company’s existence, and then further
strengthen our contribution to a society that is constantly
undergoing rapid change. Accordingly, we began internal
discussions on the formulation of a corporate purpose

in 2022 to reorient our compass to the direction in which
Dexerials should advance. Discussions were conducted for
approximately two years with the participation of all employ-
ees, both within and outside Japan.

We asked, “How can we contribute to the resolution of social
issues?” “What is our strength contributing to the resolution
of social issues?” and “What is the meaning and value of the
existence of Dexerials as a company in the first place?”

As a result of these discussions, we came to the conclusion
that one of the major driving forces behind the resolution of
social issues going forward will be the evolution of digital
technologies such as Al, IoT, and next-generation commu-
nications. These evolutions will make society as a whole
more efficient and lead to continued prosperity. Dexerials will
contribute to this evolution by continuing to create one-of-a-
kind, unique (difficult to imitate) products and solutions that
are essential to this evolution."

This is Dexerials’ raison d’etre, its “Purpose,” and we believe
that relentlessly pursuing the realization of this purpose is

the essence of the sustainability we are targeting. Under

*VUCA: Volatility, Uncertainty, Complexity, and Ambiguity

the new banner “Empower Evolution. Connect People and
Technology,” we have embarked on a voyage to contribute
to the realization of a sustainable society and sustainable
growth for Dexerials.

[11 P.22 Feature: Our Foundation—Purpose Formulation History

We then backcast from the realization of this purpose
and what we want to be in ten years to formulate our new
Mid-Term Management Plan “Achieving Evolution” (fiscal
2024-2028; hereinafter, “new Mid-term Plan”). By enhancing
our business model, which is our strength, and strengthening
technology and human capital, which are the sources of our
value creation, we aim to contribute to the evolution of digital
technologies across a broader range of domains. Through
these efforts, we intend to expand our business portfolio to
create both economic and social value, achieve sustainable
growth, and enhance corporate value.

[T1 P.26 Value Creation Process

Previous Mid-term Management Plan
results: Achieved five-year management
targets ahead of schedule, realized
sustainable growth and corporate value
enhancement

Under the previous Mid-term Management Plan “Challenges
for Evolution” (fiscal 2019-2023; hereinafter “previous Mid-
term Plan”), net profit reached a record-high 21.4 billion yen
in the final year of the plan. In addition, EBITDA, which we
consider to be the most important management indicator

of earning power, reached a record-high 40.0 billion yen.
ROE (27.1% in fiscal 2023) and other indicators of capital
efficiency also improved significantly over the past five years.
We achieved the initial targets of the previous Mid-term

Plan three years ahead of schedule and successfully met all
updated management indicators set in 2021, significantly
enhancing our earning power, which was the most critical
management challenge.

When | became president, the company was not achieving
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the KPlIs to which it had committed, nor was it fully meeting
market expectations, and there was a sense of disappoint-
ment in the air. Given these conditions, | first focused efforts
on improving earning power. One of the most important
efforts we made toward this end was to evaluate the viability
of all our businesses, in other words, “selection and focus.”

The key point of this evaluation is that all business units were
assessed based on simplified ROIC, taking into account
future value such as future expectations and market maturity,
while also considering issues such as “Do we really need
this business?” and “Which businesses should we sharpen
our focus on?" Based on the results of this evaluation, we
determined whether to continue or withdraw, and have been
diligent in implementing selection and focus.

| believe that the consistent and reliable execution of this
program, combined with the fostering of a “healthy sense of
urgency” within the company, which | value, has also had the
effect of raising employee awareness of the need for change
while restoring their confidence.

[T P.41 Business Feasibility Evaluation
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As a result of these efforts, we have implemented resource
shifts leading to the strengthening and streamlining of core
business, which maintains top-class market shares world-
wide, and growth businesses, while also deepening our busi-
ness model and significantly improving our earning power,
which was previously an issue.

Evolving into a company that is resilient to
change through business portfolio
expansion under “Challenges for Evolution”

In addition to earning power, there was another issue that
required immediate improvement—the transition to a struc-
ture that does not rely on specific business domains. While
enhancing the competitiveness of our existing business for
consumer IT products, which is one of our strengths, we
needed to expand our business portfolio to grow the overall
business through development and growth in new domains.

Our first move was to enter the automotive domain, which

is currently undergoing a major transformation said to occur
only once every 100 years. Focused on future loT develop-
ments in this domain, we successfully took on the challenge
of expanding our business model, which led to sales more
than doubling during the previous Mid-term Plan.

Further, we have positioned photonics as the next growth
domain. Going forward, we can expect to see major inno-
vations in generative Al, high-speed communications, and
sensor technologies in this domain, as we work towards the
realization of an efficient society through information and
communication technologies (ICT).

To expand this new portfolio, we made Kyoto Semiconductor
Co., Ltd. (hereinafter, “Kyosemi”), a company involved in
optical semiconductors, a subsidiary in 2022. We then inte-
grated the resources of two highly compatible subsidiaries
(Kyosemi and Dexerials Precision Components Corporation)
that possess optical semiconductor and light control tech-
nologies to launch Dexerials Photonics Solutions Corporation
in April 2024. With this, we have a system in place to
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elevate the photonics domain to a third pillar of business
after automobiles.
[T P.42 Business Growth in the Photonics Domain

Implementing corporate governance
reforms, new partnerships, and a variety
of other forward-focused measures

Another major reform that we were able to move forward
under the previous Mid-term Plan was corporate governance
reforms. It is essential to have a management structure that
can identify the direction of change and support swift, reso-
lute decision-making (risk-taking), as well as highly effective
and transparent corporate governance. To this end, we
transitioned from a company with an Audit and Supervisory
Board, to a company with an Audit and Supervisory
Committee, and promoted generational changes in the exec-
utive team and delegation of authority to it, thereby more
clearly separating management supervision and execution as
well as accelerating the promotion of the monitoring model.

By continuing to provide unique,
high-added-value products and solutions
unique to Dexerials, we aim to increase
economic and social value and become

an indispensable presence in future society.
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Additionally, by consolidating headquarters functions in
Tochigi Prefecture, we have established a structure that
accelerates decision-making and strengthens alignment
between management and the frontlines, enabling more
efficient and timely execution on the ground. A key approach
in these efforts was the idea that reforms should start at the
management level.

[1] P.78 Corporate Governance

In terms of operations, we also needed to make both offen-
sive and defensive changes, including further expansion

of our business portfolio, mitigating supply chain concerns
such as growing geopolitical risks, and, for Dexerials in
particular, addressing issues affecting the stable supply of
single-source product groups (products for which we are the
sole supplier).

To this end, in 2023 we formed a strategic partnership with
Restar Corporation, a trading company that handles semi-
conductors and electronic components. This partnership
will become the driving force for our global growth strat-
egy, increase our ability to expand our pipeline, as well as
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establish a structure that is expected to strengthen our sup-
ply chain and reduce exchange rate sensitivity, which is our
financial issue. This effort is also one of the initiatives aimed
at enhancing competitiveness in the new Mid-term Plan.

[T P.36 Enhancing the Sales Functions

New Mid-term Plan: Aiming for further
growth and enhanced corporate value
through growth investments and
shareholder returns

After 10 years of ongoing challenges to achieve our purpose,
we aim to contribute significantly to the evolution of digital
technologies in growth areas such as automobiles and pho-
tonics, reaching a business scale on par with our existing
domains. To this end, we formulated and announced a new
Mid-term Plan in May 2024 as a milestone to be reached in
five years.

Under the new Mid-term Plan, the next five years are posi-
tioned as a phase in which we will achieve sustainable
growth and enhance corporate value by balancing growth
investments and shareholder returns. We will promote initia-
tives based on three basic policies: Expanding businesses
in growth domains, qualitative strengthening businesses
in the existing domains, and evolution of the management
base, as we target net sales of 150.0 billion yen and ROE of
around 25% by fiscal 2028. The basic policies and plan are
as follows.

01 P.32 Mid-Term Management Plan 2028 “Achieving Evolution”

® Expanding businesses in growth domains
We will focus on and promote initiatives in the automo-
tive domain, which continues to evolve with the advent of
Connected, Automated, Shared, Electric (CASE) and other
developments, as well as the photonics domain, which sup-
ports the explosive growth in data volumes driven by gener-
ative Al.

In the automotive domain, this evolution is expected to
lead to an increase in the number and size of automotive dis-
plays, expanding the possibilities for our Anti-reflection films.
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Further, demand for sensor modules is expected to grow as
autonomous driving technology becomes more advanced.

In the photonics domain, there is strong demand for data
centers offering higher capacity and faster speeds to support
the massive increase in data volumes associated with gener-
ative Al. By combining our optical semiconductor and optical
device technologies, we will introduce products that contrib-
ute to next-generation high-speed communications.

® Qualitative strengthening businesses in the existing
domains

Mainly in the consumer IT domain, we will work together with

customers to bring forth the next evolution while supporting

them in creating their ideal manufacturing.

With regard to mainstay Anisotropic Conductive Films (ACF),
at present, use for organic EL displays (OLED) is currently on
the rise, and going forward we will also focus on developing
new applications for micro-LED displays, the next generation
of displays. Accordingly, and in anticipation of further ACF
growth, we are also expanding our manufacturing base,
Kanuma Plant No. 2 in Tochigi Prefecture.
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Regarding Surface mounted type fuses, the electrification of
a wide variety of devices, such as power tools and e-bikes
(electric bikes), and the accompanying increase in the use

of large lithium-ion batteries, are progressing rapidly. To
improve the safety of these products, we will promote further
global expansion of self-control protectors (SCP) that can
handle high currents.

® Evolution of the management base supporting busi-
ness enhancements and expansion

We will support sustainable growth by further promoting

the aforementioned strengthening technology and human

capital, as well as digital transformations, smart factory initia-

tives, and enhancing the manufacturing functions in conjunc-

tion with BCP.

[11 P.36 Strengthening Sales and Manufacturing Functions

To achieve this business growth, we formulated a capital
allocation for the new Mid-term Plan. First, we will make
growth investments of 130.0 billion yen, which is approx-
imately three times that of the previous Mid-term Plan,
including capital investments with long time horizons such
as manufacturing function enhancements. To support sus-
tainable growth, we have set aside 50.0 billion yen for agile
investments in potential alliances and M&A opportunities that
could address our ’missing parts.” This allocation also covers
strategic facility investments, ensuring we are prepared for
the next phase of the new Mid-term Plan.

At the same time, with regard to shareholder returns, in line
with our capital allocation policy, we will raise the total return
ratio from 40% in the previous Mid-term Plan to 60% (cumu-
lative over five years). We will set the annual cash dividend
with a minimum DOE of 7% and aim for a payout ratio of
approximately 40%, while also flexibly conducting share
buybacks.

In October 2024, we conducted a 3-for-1 stock split of com-
mon stock. By reducing the amount per investment unit, we
are facilitating an environment more conducive to investment
for our investors with the aim of improving share liquidity as
well as expanding the segment of investors that empathize



Jexerials Integrated Report 2024 | Message from the President

with our purpose, management philosophy, and commitment
to sustainable growth.
[11 P.38 Financial Strategy

By balancing these growth investments with shareholder
returns, we will achieve both sustainable growth and
enhanced corporate value.

Introduction

Leveraging our business model, our
strengths to make proactive proposals
ahead of the curve

Our business model will be the driving force behind the
achievement of our new Mid-term Plan, and the origin of
our value creation is our corporate vision, “Value Matters
Unprecedented innovation, unprecedented value.”

For example, when determining R&D themes, we ask our-
selves, “What is the significance of this initiative?” with
regard to our corporate vision, and develop unique products
without following the lead of other companies. To this end,
we engage in daily discussions with “direct customers,”
comprising manufacturers of displays and other compo-
nents, and “end customers,” who are in contact with con-
sumers and responsible for future product trends.

Dialogues with end customers in particular, who are closest
to consumers and sensitive to social and market changes,
are extremely important for Dexerials. Our sales and engi-
neering staff work together to understand market needs by
talking to end customers, then backcasting to understand
the underlying technical issues and developing optimal
materials and solutions.

Our ability to discover problems and propose solutions

in this way is a distinctive feature of our business model
(“Design-in” and “Spec-in”). This track record enables
Dexerials to create one-of-a-kind, high value-added “single
source” products that anticipate market needs, while achiev-
ing business growth driven by technological trends.

All of this is made possible due to the existence of a diverse
array of professional human resources. Engaging custom-
ers in dialogues requires both sales personnel, as well as
engineers who possess outstanding skills, knowledge,

and insights. Occasionally, Dexerials employees discover
issues that customers themselves are not aware of, and we
bring together diverse people and technologies to propose
solutions.
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In this way, our strength lies in engineering marketing, as
Dexerials’ sales personnel and engineers work with cus-
tomers to develop and propose solutions that anticipate
market needs through the combination of “communication
capabilities,” “technological capabilities,” and “analytical
capabilities.”

[1] P.26 Value Creation Process

Investing 45.0 billion yen focused
on technology and human capital
materialities

An advanced and diverse range of technologies and diverse
human resources that create new value constitute the core
of our business model. The Board of Directors discussed the
most important issues from a medium- to long-term per-
spective and identified these as materiality.

Under the new Mid-term Plan, we plan to invest 45.0 bil-
lion yen in non-financial areas centered on technology and
human capital over the next five years. First, as we focus on
the process of expanding our business portfolio, we must
also transform our human resource portfolio. In particular, it
is critical we acquire and develop globally competent human
resources to fill in the “missing parts” essential for growth,
especially in terms of technology.

As a precondition for this, under the previous Mid-term Plan,
we introduced a “job-type personnel system” for all Dexerials
employees globally. By establishing job descriptions and
compensation systems based on the “pay for job” concept,
we will increase our ability to attract talented people from
around the world.

In addition, we have introduced and implemented an
Employee Stock Ownership Plan (ESOP) to provide each
employee with an incentive to enhance corporate value. This
is based on the idea of “sharing stock value” and also helps
increase employee engagement. Through these measures,
we will expand the global distribution of talented, motivated,
and professional human resources.

11 P.50 Materiality (2) Strengthening Human Capital
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And technology is a core element essential for the engineer-
ing marketing that supports our business model.

To enhance technological capabilities, the Dexerials
Innovation Group (DIG) Promotion Department has been
working to strengthen the “outside-in” approach to R&D,
which under the previous Mid-term Plan was biased towards
the “inside-out” approach. This approach aims to identify
future social issues and develop apposite solutions, laying
the foundation for the creation of new businesses leading to
the resolution of social issues.

Under the new Mid-term Plan, we will further expand the role
of DIG. To identify business opportunities that address social
issues, we will clarify the missing parts essential for growth
based on technology roadmaps and establish a process for
supplementing them. This will accelerate the realization of
our growth strategy with the aim of expanding our business
portfolio.

[11 P.44 Materiality (1) Strengthening Technology

We also place more importance than ever on strengthening
intellectual property (IP), and are working to strengthen our
“IP Landscape,” which analyzes IP information and utilizes
the results of those analyses in formulating management
strategies and in corporate decision-making.

[T P.48 Leveraging Intellectual Property to Realize Sustainable Growth

The Board of Directors holds substantive
discussions on sustainable growth and
the enhancement of corporate value

Monitoring capital allocation is important for achieving the
new Mid-term Plan, and this is done regularly at Board meet-
ings. From a long-term perspective, succession planning for
the Board of Directors, including senior management, is also
an important topic of discussion. With an eye toward future
changes, we repeatedly discuss the skills needed by Board
members and succession implementation plans.

As a result of these discussions, we appointed Toshihiro

Introduction

Hagiwara as outside director. In this era of rapid change in
the external environment and capital markets, we expect
the addition of Mr. Hagiwara, who has experience as CFO of
another company and is well-versed in conducting dialogues
with institutional investors, will further improve the quality of
Board discussions. Further, to continue developing and pro-
ducing leaders of the future, we will launch a program that
will serve as the foundation for developing the next genera-
tion of management talent, as well as a new program target-
ing younger employees.

[T P.86 Message from the Newly Appointed Outside Director

At the same time, we are strengthening the link between
executive remuneration and business performance.
Specifically, we revised the representative director remu-
neration structure, increased the proportion of perfor-
mance-linked and stock-based compensations, and added
new sustainability strategic targets to conventional total
shareholder return (TSR) as an indicator of stock-based
compensation target achievement.

[11 P.78 Corporate Governance

Through these initiatives, we will heighten motivation and deepen
discussions regarding the enhancement of corporate value.

L7
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Toward the realization of our purpose

While society continues to experience unpredictable
changes, | tell my employees on a daily basis to “do what
you can, steadily and swiftly.” Even when rocked by adver-
sities in the external environment, we must not lose sight of
where we stand, and continue moving forward in the proper
direction. With this mindset, we have now raised the banner
of purpose.

In providing unprecedented and unique products able to
meet social needs, Dexerials’ social value increases. As a
result, we have been able to expand our single-source prod-
uct lineup, one of our strengths, and secure profitable busi-
nesses, which in turn leads to increased economic value.

We will continue to pursue the realization of our purpose and
contribute to the creation of a prosperous and efficient soci-
ety, while striving to achieve sustainable growth and enhance
corporate value by striking a balance between economic and
social value. We hope our stakeholders will maintain their
high expectations for Dexerials going forward, and we sin-
cerely appreciate everyone’s continued support.
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and Top Management

Dialogue between an institutional investor

and top management
P 9 Investors hold the Company’s

management quality, investment returns,
and capital efficiency in high regard

!
I
E |
: Shinya: Fidelity Management & Research Japan (“FMR”) has
supported us for many years since we went public in 2015.
l Even during the period shortly after our listing, when we strug-
gled to meet investor expectations, FMR has consistently
i supported us as a shareholder and continues to do so today.
|
' Neureiter: When evaluating a company as an investor, we
Mmr. Kirk Neure|ter focus first and foremost on its business model and cash
President and Portfolio Manager flow generation capability. Dexerials has a diversified busi-
Fliqde"ty Mariagemenie ness portfolio and highly competitive products grounded
esearch (Japan) Inc.
in its technological strengths. Its core products such as
| : Anisotropic Conductive Films (ACF) and Anti-reflection films
| % 2 = 2 hold significant global market shares, meeting our crite-
I " : ria for investment. In addition, Dexerials is highly trusted
. by key customers and has built strong relationships with
Feature ; ' B ) them, which, along with the long-term growth potential of
\ i~ — - S ; ; its business, made the Company an appealing investment
i : 3 4 target. However, for some time shortly after the Company

st FOCUSI"g\manggemnt re U .“ w B " A went public, it c’onsistently underperformed its committed

management goals, attributing this to the saturation of the

on co re tem I og Ies ] : - : consumer IT market. While the Company correctly analyzed

the reason for the shortfall, it struggled to apply the insights

to become an Indlspensable co \ S “ o -:' from this analysis to improve performance. We had multiple

discussions with the Company about why progress was

a sustainable society and diverse stakeholders B crnert i periormance rameined esive for sorm

improvement in performance remained elusive for some time.
However, after you became the president in 2019, the

With the conclusion of the previous Mid-term Management Plan, under which we at Dexerials laid the Company’s performance improved dramatically. While
foundation for achieving sustainable growth and enhanced corporate value, we have launched a new the |ncrejssd at"g’én\zgirgand ;Or C?”j_‘;mer 'pomduﬁts
Mid-Term Management Plan, “Achieving Evolution”, in pursuit of even greater growth. In this dialogue, pr.ompte . vt ,e ) par.1 emic did provide a tail-

: : 3 7 W : wind, | believe it was your passion for management reform
Mr. Kirk Neureiter, president of Fidelity Management & Research Japan Ltd. (‘FMR?), who has actively
engaged with the Company for many years, and President Yoshihisa Shinya, discussed how institutional

Yoshihisa Shinya
Representative Director and
President

e

e

and your leadership that accelerated the pace of earnings

improvement, with the reform yielding tangible results. This
investors assess and invest in Dexerials, how they analyze the unresolved challenges from the previous led to an increase in investors’ regard for the Company’s

Mid-term Management plan, and what expectations they have for the new plan. top management.
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Shinya: When | first became president, improving cash flow
was an urgent priority. We re-evaluated all of our businesses
and concentrated management resources on the key areas
that required our focus. This led to a significant improvement

in EBITDA, with ROE increasing from single digits to over 20%.

Neureiter: As investors, we highly regard Dexerials and its
current performance from three key perspectives: manage-
ment quality, return on investment, and capital efficiency.

Sharing management challenges
through engagement

Implementing bold reforms in the first
half of the previous Mid-term Plan,
followed by a shift in focus to accelerate
growth in the second half

Shinya: When | first met you in 2019, our performance was
not very impressive, and you provided us with some tough
feedback. However, through continuous engagement with
investors, we were able to incorporate your feedback into
our management practices, and I’'m confident that doing so
has helped improve the quality of our management.

Neureiter: We highly regard your IR activities and engage-
ment efforts. Over the past few years, including the period
when you struggled to improve your performance, you
frequently arranged meetings with investors and answered
every question sincerely. Through repeated communications,
| believe we reached a shared understanding that, given the
limited management resources, scaling back unprofitable
businesses and concentrating investments in core busi-
nesses was top priority. What stood out to me was that,
from the very beginning, you consistently maintained the
same stance on your approach to the previous Mid-term
Management Plan, without wavering. We have always held
your products in high regard, and our expectation that your
reforms will yield results at some point remains unchanged.

We will not forget our past shortcomings,
and in order to meet the expectations of our investors

and stakeholders, we will continue to surpass ourselves
and grow beyond what we achieved yesterday.

Shinya: And you have consistently provided advice regard-
ing business portfolio management. Once our performance
began to recover, you pointed out that our management
goals might be too conservative. Given our past experience
of failing to meet market expectations shortly after going
public, we were determined to achieve the goals we com-
mitted to, while accounting for external changes and certain
risks. This was the mindset with which we approached the
previous five-year Mid-term Management Plan (hereinafter,
the previous Mid-term Plan).

Neureiter: You achieved the previous Mid-term Plan targets
three years ahead of schedule and, in 2021, updated the
plan with new management goals, which you successfully
met. Within the Company, did you and your employees feel
that growth had accelerated beyond expectations?

Shinya: The Mid-term Management Plan before the previ-
ous one covered three years, but when | became president,
| extended the plan duration to five years. In a VUCA*! era,

| felt that a three-year period was too short to present a
clear and significant direction for the future. When we first
announced the management goals for the previous Mid-
term Plan, some investors have questioned whether we had
learned from our past experiences. However, after thorough
internal discussions, we were confident that we could achieve
these targets if we took necessary steps. We recognized the
need to implement stringent reforms quickly, so during the
first two years of the previous Mid-term Plan, we advanced
various initiatives to improve cash flow. In the remaining
three years, we focused all our efforts on driving growth.
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Neureiter: That provides helpful context. When you became
president, the PBR was below 1x. Was there a sense of crisis
within the Company at that time, and what direction did you
want your employees to take?

Shinya: When | was first appointed president, the situation
was dire, with our market cap at around 45 billion yen and
PBR of about 0.9x. There was a strong sense of crisis within
the Company, and since we had repeatedly failed to achieve
our committed targets, | sensed that employees were los-
ing confidence. From the outset, | told them, “The world is
becoming increasingly uncertain, and nobody knows what
will happen next. We must become a lean company that can
adapt to any situation and take on challenges to achieve
further growth.” | also told them that for the Company to
change, each of us must change, and if we have made up
our minds to change, why not stand at the forefront of that
change and enjoy the process?” | embarked on the reforms
with a strong commitment, too. | sensed that as the results
of the reforms became apparent, employees’ mindsets
began to change, and they started to regain confidence.

Neureiter: During the first two years of the previous Mid-
term Management Plan, what were the challenges you

‘ 19 ‘ *1: VUCA: volatility, uncertainty, complexity, and ambiguity
*2: At the end of March 2024, Dexerials’ market cap was approximately 400 billion yen and PBR was 4.5x

Frrrrr
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tackled with top priority?

Shinya: While selecting focusing businesses was important,

| believed that, to truly transform the Company, top manage-
ment needed to change first. We transitioned our institutional
design from a company with a board of corporate auditors to
a company with an audit committee to strengthen corporate
governance that contributes to enhancing corporate value.
We facilitated a generational shift within the executive officer
team and ensured that all employees, including management
team, genuinely believed the Company was undergoing
change, fostering a transformation-oriented mindset. After
that, we implemented initiatives for growth such as relocating
our headquarters to better align management with the front-
line operations, strengthening our business model, and M&A.

Neureiter: At that time, the external environment was under-
going drastic changes due to the pandemic, US-China
tensions, and supply chain disruptions; it was an extremely
volatile period. The external environment will likely continue
to experience rapid shifts, further highlighting the importance
of risk management. In your new Mid-Term Management
Plan (hereinafter, new Mid-term Plan) as well, | believe the
challenge will be how to enhance investment returns while

managing risks effectively.

Shinya: Exactly. | believe it is crucial that we make precise
investment decisions while anticipating and managing an
even wider range of risks going forward.

Focusing on selecting growth markets
to secure high investment returns

Neureiter: When it comes to investment returns, determining
which markets to enter is crucial, isn’t it?

Shinya: Yes, indeed. In 2016, we entered the automotive
market, anticipating a major transformation in the industry.
By gaining a clear understanding of technological trends and
addressing market demand, we were able to grow our auto-
motive business, which | believe has significantly boosted
employee confidence.

Neureiter: | understand that Anti-reflection film, your main-
stay product for the automotive business is currently used
primarily in luxury vehicles. If the product were to be adopted
in a wider range of vehicles, including mid-range models,
wouldn’t your automotive business grow even faster?

Shinya: Exactly as you say. The growth trajectory for our
automotive business has become somewhat clear. During
the previous Mid-term Plan, we made Kyoto Semiconductor
Co., Ltd. (“Kyosemi”)*3, specializing in optical semiconduc-
tors, a subsidiary with the goal of entering the photonics field
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as our next growth domains.

Neureiter: By combining the materials and devices you’ve
developed for consumer IT products with Kyosemi’s optical
semiconductor technology, it seems you’re now able to offer
new solutions.

Shinya: Since entering the photonics business, we’ve realized
there is much more room for technological innovation in this
field compared to the consumer IT sector. When we present
customers in photonics with what our technology can achieve,
they are often surprised. We've already received numerous
inquiries, and we have begun considering developing new
products in the photonics domain by applying our technology.

Neureiter: It sounds like you successfully entered the next
growth area during the previous Mid-term Plan period.
However, | have some concerns. During the previous plan
period, you achieved your management goals within just two
years, and at that point, | believe you should have revised
your management strategy. Investors would have appreci-
ated it if you had presented a clear growth strategy for the
next phase of growth, including how you would utilize the
higher-than expected profits and prioritize their allocation.

Shinya: This was an issue left unresolved from the previous
Mid-term Plan. Learning from this, we have outlined a capital
allocation strategy in the new Mid-term Plan that balances
growth investments with shareholder returns.

Investors view the balance between
growth investments and shareholder
returns in the new Mid-term Plan favorably

Precisely because it is difficult to imagine
the kind of products and solutions

Dexerials will create, my expectations for
the Company have become even greater.

A

Neureiter: | support your capital allocation strategy outlined
in the new Mid-term Plan, particularly the clear allocation

of 130 billion yen for growth investments and an additional
investment budget of 50 billion yen, as well as 80 billion yen
set aside for shareholder returns. However, if | may add, |

*3: Currently, Dexerials Photonics Solutions Corporation.
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would have liked to see more clarity on how your strengths in
“Design-in” and R&D activities will impact sales and profits,
and how that will ultimately benefit investors.

Shinya: We are aware of the expectations of our investors,
including you, and we will make sure to clarify the points you
have raised in the future.

Neureiter: I'd like to know which domains you consider
promising for growth investments and about your investment
project pipeline. Additionally, I’d be interested in hearing
about your growth story in these areas.

Shinya: We have several projects in the pipeline, including
those in the R&D stage, and we are carefully prioritizing them
and drafting strategies to ensure their success. We are con-
stantly updating information on this front, and plan to share
more details with you once we have reached a higher level
of certainty.

Neureiter: | look forward to hearing more about it. The suc-
cess of the previous Mid-term Plan was largely due to your
focus on core and profitable businesses, where you concen-
trated investments. | hope you will continue to focus growth
investments in and around your core technologies.

Introduction
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Shinya: Certainly. We will continue to leverage our strengths
and focus our investments on businesses that create unique
value only Dexerials can offer, as well as those where we are
the sole supplier.

Neureiter: I'm glad to hear that. | strongly encourage you to
maintain that approach moving forward.

Shinya: Earlier, you mentioned our strength in the
“Design-in” approach. This strength is driven by our excep-
tional technological capabilities and talented personnel. In
the new Mid-term Plan, we have earmarked 45 billion yen
for non-financial investments over five years, focused on
“Materialities” such as “Technologies” and “Human Capital”.

Neureiter: | encourage you to actively communicate that you
view “Technologies” and “Human Capital” as priority areas
and that you plan to focus your investments accordingly.

Shinya: Along with the new Mid-term Plan, we have also
unveiled our purpose statement, “Empower Evolution.
Connect People and Technology.” Looking beyond the new
Mid-term Plan period, our goal is to become a company that
supports the resolution of a broad range of societal issues by
providing materials, devices, and solutions essential for tech-
nological evolution, while achieving sustainable growth. We

Co21 |
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envision a future where we are chosen as an indispensable
partner by investors including you, as well as by customers,
communities, and stakeholders worldwide, to jointly create
a better future. To achieve this, we must continue to grow
steadily while expanding our business portfolio. Our purpose
embodies this vision, and through backcasting, we have
mapped out the next five years in the new Mid-term Plan,
identifying the goals we need to aim for and achieve to
realize this vision.

Expectations for the Company continue to
grow as we create unprecedented
products that have never existed before.
We are committed to meeting those
expectations and pursuing sustainable
growth

Neureiter: | am thrilled to see what kind of new products and
services you will create going forward. | expect you to con-
tinue growing by creating new markets through introducing
essential products and solutions for the future, developed

by combining various technologies, into a wider range of
domains, including consumer IT, automotive, and photonics.
While it may be difficult to imagine products that no other
companies have made, or that no one has ever thought of
before, this is what makes your innovations elicit a “Wow!”
response and further raises expectations for the Company.
From an investor’s perspective, | believe Dexerials is not only
indispensable to the capital market but also to society as a
whole. | look forward to your continued growth.

Shinya: We are seeing an increasing number of “Dexerials
fans” among investors, including you. Having experienced a
period of missed KPI targets, we are even more committed
to meeting our investors’ expectations. We will strive to sur-
pass ourselves every day and to achieve sustained growth.
We kindly ask for your continued support.
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mhoto Fujihira

Strategy Planning Office
PR & IR Department

Inter-divisional working group launched
to formulate our purpose

Fujihira: | was initially approached about three years ago by
top management regarding the launch of a project to formu-
late Dexerials’ purpose. At the time, we were in the midst

of the pandemic, and talk of the VUCA* era was becoming
increasingly common. There was a strong sense of urgency
among top management, who noted “If Dexerials does

not clarify how it will contribute to resolving social issues
and demonstrate its value to various stakeholders, we will
become a company no longer needed by society.”

They also revealed that they wanted the purpose state-
ment to be drafted on the basis of discussions involving all
employees, with a focus on those who will create the future
of Dexerials, while keeping an eye on future developments.

Global Sales & Marketing Division
Global Marketing Department

Value Creation Story
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Value Creation

Value Creation

Strategy Data Section

In May 2024, Dexerials announced the purpose, “Empower Evolution. Connect People

and Technology,” along with new Mid-Term Management Plan. The core team

Kentaro Oshima
Executive Officer
Automotive Solutions Business Unit Head

Riki Tsutsui

The purpose formulation project was launched in 2022, and
the core working group (WG) was established with 10 mem-
bers from various departments. Executive Officer Kentaro
Oshima was involved as an advisor, and | was involved as a
member of the secretariat.

Oshima: The WG was made up of people who were already
demonstrating leadership in their respective departments, as
well as mid-career hires who had recently joined the com-
pany. This was to gather opinions on Dexerials from outsider
perspectives with limited familiarity of our company. WG
activities began by backcasting from the future of society in
2040, to depict what we want to be in 2030.

Tsutsui: The WG was split into two teams, with Mr. Ozeki
and myself as the leaders of each. Our team discussed the

kinds of technologies that might be developed in the future

P22 |

Makoto Tonegawa
DIG Promotion Department

responsible for formulating the draft was a working group comprising 10 mid-career
and young employees. Representative members from the secretariat, advisors, and
the working group gathered to discuss the significance of the purpose itself, the
thoughts behind it, the background and process of its formulation, and new insights
gained through this activity.

Hiroki Ozeki
Connecting Materials Business Unit
Product Development Department

society of 2040, and how Dexerials can demonstrate its
unique characteristics and strengths in these areas.

Ozeki: Our team imagined the life of a hypothetical “Ms. A”
in the year 2040. We discussed how Dexerials can contribute
to facilitating continuous convenience and prosperity so that
people can live happy lives in a technologically advanced
social environment, and what technologies are needed to
achieve this.

Tsutsui: Although our initial premise was the same, Mr.
Ozeki’s team took a micro perspective and our team took
a macro perspective, so we approached it from different
angles.

Tonegawa: What both teams had in common was that they
delved deeply into and discussed their strengths, identified

* VUCA: Volatility, uncertainty, complexity, and ambiguity.



als Integrated Report 2024 | Feature (2): Our Foundation—Purpose Formulation History:

Introduction

Employee Dialogue

compatibility with upcoming trends, and took an “outside-in”
approach to thinking about our purpose. Discussions began
with a free exchange of opinions from various perspectives,
with everyone coming to a consensus at the end of each
session.

Considering purpose based on
Dexerials’ uniqueness, a quality that will
remain unchanged in the future

Tsutsui: When we discuss budgets and business plans, we
are usually looking at a period up to around 2030, but we
had never considered a timeframe to 2040. On this occa-
sion, in discussing and examining what aspects of Dexerials
would remain unchanged in 2040, we concluded that it will
be “Technology” and “Human Capital.”

Ozeki: In discussions about our DNA and where our
strengths lie, members from various departments offered
different perspectives and views. However, as discussions
progressed, we gradually came to agree on a common
understanding: with a customer orientation at our core, the
company works as one through the combination of technol-
ogies and people. Working closely with customers to resolve
their issues, we go beyond departmental boundaries to cre-
ate competitive, one-of-a-kind products. This is Dexerials’
culture, and these discussions reminded me that the compa-
ny’s strengths lie in Technology and Human Capital.

Tsutsui: There were differing opinions within the WG on how
to understand corporate culture. We have many passionate
employees on the sales front lines, and | wanted to incor-
porate the essence of “passion” into our purpose. However,
there were some opinions in the WG, mainly from employees
in corporate departments, that Dexerials’ employees are
“cool and dry.” This made me realize that the employees |
interact with are only a small part of the whole, and there are
many different opinions in the company.

Oshima: | participated in the WG as an advisor, and saw
how with each discussion, a synergistic effect was created
among member ideas. A diverse range of employees, includ-
ing those working face-to-face with customers and those
working in offices, aligned their perspectives and compiled

a purpose proposal based on a broad perspective.

WG discussion

Fujihira: From the secretariat’s perspective, the management
team had their own ideas, and there was also a lot of feed-
back on WG discussions from across the company. | think it
was a challenging task for the WG members to re-

examine, make selections, and reflect on what was neces-
sary, and then synthesize all of this into the purpose.

Opinions divided in vote by all
employees globally
Further discussions and revisions

Fujihira: Initially, | assumed it would be easiest to formulate
a purpose if it was decided top-down. However, top man-
agement repeatedly told me, “The company consists of more
than just the management team, and it would be meaning-
less to make top-down decisions.” The secretariat worked
through a process of trial and error to create an environment
where all employees could participate in the discussions.

Tonegawa: | also had the sense that purpose was something
management created. While top management likely had
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their own ideas about our purpose, | believe the aim of this
approach was to provide all employees, including WG mem-
bers, the opportunity to experience thinking from a broader,
corporate manager’s perspective.

Fujihira: Top management had said, “If all employees con-
sider challenges facing future society, and think carefully
about how Dexerials’ strengths can contribute to resolving
these challenges, our purpose will become clear.” WG mem-
bers who played a central role in formulating the purpose
discussed future society and challenges in 2040 from a
broad perspective, as well as how our company wants to
contribute to resolving those challenges, and | was surprised
to find that it was exactly as top management had said.

To spread these passionate WG discussions throughout

the company, we created opportunities for all employees
throughout the world to discuss and vote on WG proposals.
This deepened discussions even further and enabled all
employees to form their own ideas and thoughts about our
purpose.

Tsutsui: That’s right. By elevating this activity to include all
employees, | feel that our purpose has become something
that is “personal” for all employees.

Ozeki: The original drafts of the purpose were narrowed
down to four proposals, but the proposal that was adopted,
“Empower Evolution,” actually came last in the compa-
ny-wide vote. However, there was a lot of support for this
concept from members from global sites, with a consid-
erable number of comments expressing empathy for the
word “Empower.” This word is not very familiar to Japanese
people, but | think it is a good fit for people globally when
they are conscious of their connection to society. Mr.
Oshima advised, “Rather than making the proposal better,
create the best proposal,” and based on the various opin-
ions expressed, the WG once again discussed the purpose
proposal. The WG and the secretariat certainly had their
difficulties, but | feel that it was precisely because of this
process that each and every employee was able to accept it
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as something that concerned them personally.

Tonegawa: Before finalizing the purpose, the WG held
in-depth discussions on numerous occasions and repeatedly
worked to articulate their ideas. Narrowing down these ideas
was challenging, but we took our time and thoroughly dis-
cussed them until everyone was satisfied. Accordingly, when
we explained the purpose to each department after it was
finalized, we were able to answer the various questions we
received regarding the details of discussions and the formu-
lation background, and | feel we were able to get everyone’s
buy-in.

Tsutsui: During the discussions, we found that, even for
products with the top global market share, members of
departments not closely involved with said products were
sometimes unaware of their development background or
strengths. Ideally, this purpose will encourage all employees
to recognize Dexerials’ strengths, stimulate communication
between departments, and lead to co-creation.

As employees realize their individual
purpose, personal growth will lead to
corporate growth

Oshima: In tandem with formulating our purpose, we have
also been considering ways to effectively communicate it
throughout the company. Thus far, we have disseminated it
through special features in company newsletters to encour-
age employees to think about their own individual purpose,
and how it intersects with the company’s purpose. That
being said, various measures are still needed to fully lever-
age our purpose, and specific steps are currently being
discussed by management, the Sustainability Promotion
Division, and the Human Resources Division. However, as
a prerequisite for instilling purpose in employees, | think

it is important for management to demonstrate how they
incorporate it into their decision-making. My image is the
management team themselves in conversation saying things
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like, “Even when customers have technically challenging
requests, we accept them based on our value 'Empower
Evolution.”

Ozeki: It seems that the concept has taken root quickly
because all employees were involved in the formulation
process. | proactively communicate this to my department
by asking, “What is our purpose?” This is because | want
employees to consider the purpose of their individual depart-
ments, and then their own personal purpose. The purpose

is not complete once it’s formulated; it’s important that
everyone moves in the same direction, using the purpose as
a foundation. And it’s not just window dressing, but an activ-
ity with economic value that will lead to business. Even in
departments that handle existing domains, we talk to every-
one about finding new things, taking on new challenges, and
growing, in the belief that these efforts will lead to the realiza-
tion of our purpose.

Tonegawa: It would be ideal if each individual employee
and team could make decisions by putting themselves in
their own position and using our purpose as a guideline. For
example, they could tailor the wording to fit their own aware-
ness of challenges, such as “Empower Customer Evolution”
or “Empower Society Evolution.” | also believe that WG

|24 |

discussions also had the effect of aligning management team
thoughts with the direction of employees.

Tsutsui: | have also shared the significance and thinking
behind our purpose, as well as the background on its formu-
lation, with colleagues at global sites. Some wondered, “Isn’t
purpose decided by management?” However, as opposed
to a decision handed down by management, the process

of thinking about, discussing, and explaining things on our
own was very important, and | feel our perspectives have
changed through this activity. To change the company’s
atmosphere for the better, | want to increase the amount of
interesting work with our purpose in mind to create a com-
pany where people can engage in work with enthusiasm.

Oshima: The growth of each and every employee will be the
source of our competitiveness. While being mindful of both
the company’s purpose and our own personal purposes,

we will link personal growth to the growth of the company.
Even amid rapid global changes in the VUCA era, our growth
under the banner of purpose will lead to social contribu-
tions. | believe the creation of this virtuous cycle is the only
way forward. Let’s move forward together, guided by our
purpose.
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We have created our purpose through the collective efforts of employees from around the world.
We will share the discussions held at various business locations and

Samuel Wong
Dexerials Singapore Pte. Ltd.
Managing Director

The purpose resonates with how each Dexerials
Singapore member feels about their responsibilities,
impact and values. As a distant office, we are proud that
we could participate in purpose formulation, we thor-
oughly enjoyed the process of defining who we are and
rediscovering what defines Dexerials. During the refining
stages, we engaged in debates about the contents, the
sentence structures and word choices.

We felt included as our opinions were heard. The
finalized purpose truly reflects our ideology and the
type of values we aim to create as Dexerials employ-
ees. “Empower Evolution” will become our cornerstone
of doing business, it embeds our intention and our
promise.

25

Donald Schaffer

Dexerials Europe B.V.
Director Sales & Marketing

the thoughts embedded in our finalized purpose, along with some related stories.

rom Singapore

When we started to define the purpose of Dexerials in
2022, many employees were sceptical about the mean-
ing of defining a purpose for Dexerials. However, when
we had our internal workshop in the Netherlands and
Germany in Nov 2022, there was immediate engage-
ment and active discussion about the future social
challenges and what makes Dexerials as a company
unique.

The outcome on our side was, that we believe, that
the key to a better company & society is the connection
of people, having mutual respect, regardless of religion,
race and skin colour, in combination with the adoption
of actual & new technologies. At DXE, we are carrying
out this mindset, that stimulates teamwork, engage-
ment, curiosity and self-awareness. Thanks to this great
initiative on a corporate level.
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Create the Future together with Customers

Empower Evolution.

Purpose Connect People and Technology.

Sources of Our Value Creation

Social issues
predicted for
the future
(Examples)

® Climate change

@ Demographic change
® Geopolitical change

N
A

- Main driver of

issue resolution:

=2 Evolution of

Investments in sustainable growth

(Cumulative five-year period*)

Non-financial investments

45.0 billion yen

Investments in technologies and
human capital as important issues
(materialities)

Growth investments aimed
at realizing Mid-Term
Management Plan
“Achieving Evolution”

1 30-0 billion yen

technologies |

Investments for
sustainable growth

50-0 billion yen

Growth investment facility with
an eye on the next Mid-term Plan

*FY2024-2028
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Microfabrication

ano Shape Processing, Roll to

Deposition

Photonics
Compound Semiconductor
Manufacturing, High-speed

Photodiodes
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Focusing Customer

\Qo Qoﬂ Creating New
%q@a and Different

Tech & Expertise

Leveraging New
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Thin-film Formation

Sputtering & Vacuum Deposition
with Roll-to-Roll process

Six core technologies
comprising the foundation of
product development
p P.44, P.46

Leveraging Intellectual Property (IP)
» P.48

Technology

X

Human capital

A person who creates new values by
masterfully leveraging
the combination of technologies
» P.50

Action Guidelines
Dexerials Way
» P.66

Inorganic Materials

Functional fillers
Metal plating

Organic Materials

Formulation Technology, Curing
System Control, Functionalization

Data Section

Evaluation &

Analysis
Organic and inorganic analysis
Optical simulation technology

Focusing on
Performance

Collaborating
Internally &
Externally

Optimizing Diverse

Talents
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Corporate Philosophy Integ I‘Ity Have Integrity and Sincerity Corporate Vision value Mattel’s Unprecedented innovation, unprecedented value.

Value Creation (Our ngth: Business Model) Outcomes

Business Feasibility Expansion of single-

Communication Technological

Analytical Realizing our purpose

capabilities capabilities capabilities a
Evaluation source products » P.12, P.22
> P41 (Global top share) Towards a more prosperous and
Business evaluation criteria » P.6, P.29 efficient society. Our aim is to strive

® Design-in (Proposing optimum solutions)
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Dexerials Eaming U

for generating high profits for a world where all stakeholders
can enjoy sustainable and

comfortable lives.

Economic Social
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............................... Ani ) -
nisotropic Conductive Films P q
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and 25 component Auto mak e 73.9% and economic value
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............................... manufacturers

Optical elastic resins (SVR)*2

/ Technological P : - FY2028

management targets
(Milestones toward our

realization of purpose and what
we want to be)
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-/
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capabilities

N
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(Mass production support, product
customization and improvement)

K

Foundation supporting value creation Net sales: 150.0 billion yen

Enhancing the sales functions Enhazﬁi(?%erc\moa;gg%apital Enhancingﬂtjrrl]itrir;r;ufacturing Business pfOf‘it 50.0 billion yen
> P36 D P44 P50 » P37 Laying the groundwork Business portfolio EBITDA margin: 43%

for business portfolio expansion ROIC: Approx. 14%

Steady progress on important ESG Key issues P> P.58 / Change through Digital Transformation (DX) P> P.52 expansion ROE: Approx. 25%

*1 The 2023 share for total amount of ACF for large-sized and small- to medium-sized displays, according to “Current Status and Future Outlook for Display-related Markets 2024,” issued by Fuiji Chimera Research Institute, Inc.
*2 The 2023 share of surface treatment films (dry coat), according to “Current Status and Future Outlook for Display-related Markets 2024,” issued by Fuji Chimera Research Institute, Inc.
*38 The 2023 share for Optical Clear Resin (OCR) used in bonding displays, according to “Current Status and Future Outlook for Display-related Markets 2024,” issued by Fuiji Chimera Research Institute, Inc. Optical elastic resin (SVR) is the product name for Dexeriz

Lo2r |
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Our Strength is Our Business Model

We use advanced and diverse technologies, analytical capabilities, and human capital who are
proficient in using them to find customers’ key issues and provide products and solutions that
will resolve those issues.

This has enabled us to maintain a high barrier to entry and high market share, achieve
stable profitability, and continually develop new products.

The Strength We Demonstrate

Dexerials’ product development is supported by our approaches to both “direct customers,”
who are manufacturers of displays, electrical components, etc., and “end customers” (manu-
facturers of end products), who interact with users.

We have built a virtuous cycle through which we satisfy both direct and end customers,
which in turn enables us to identify new needs, and ultimately, leads to product development.
We do this through “Design-in,” in which we conduct dialogues with end customers to find the
underlying issues they themselves may not be aware of, and then propose the most appropriate
solutions to those issues. Through “Spec-in,” we provide mass production and other opera-
tional support to direct customers utilizing our materials in their manufacturing processes to
determine how they can use Dexerials products efficiently.

Dexerials’ Business Model

I ® Design-in (Proposing optimum solutions) l

(~ N Y4 N\

Manufacturer of

A functional materials Display (/\)

Che_mlcal an_d @ manufacturers Users

material suppliers <Strength> L

@ Assembly IT product manufacturers &
® oo manufacturers

& Solutions development m ﬁ% &

v an E Electrical 0-0

proposal capabilities component Auto makers

manufacturers

l @ Spec-in ' ' Designate materials '

(Mass production support, product
customization and improvement)

® Discover and resolve technical issues that customers are not aware of
® Designate the use of our products for mass production of final products

@ |n addition to customizing our own products, we also support process improvements to
help our customers realize their ideal manufacturing
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- Business Model: The Key “Strength” to Maintaining a High Market Share in Niche Markets

The Source of Our Strength

Technology and human capital constitute the core of our busi-
ness model. In other words, the source of our value creation is
“advanced and diverse technologies” and the “diverse human
resources who have mastered them.” We will step up efforts to
strengthen both as the core of our growth engine, and have
positioned them as our most important issues (materiality) under
the Mid-Term Management Plan.

Materiality

(Includes intellectual
property)

“Six Core Technologies” and “Diverse Human Capital” Comprise the Source
of Our Strength

Leading the market with technological innovations and an outside-in perspective

Our ability to develop products that exceed customer expectations is founded on six core technologies
accumulated to date. These technologies meet customer needs as well as constitute the foundation of issue
resolution based on societal demands and the creation of new business opportunities. Further, by adopting
an outside-in perspective, we are promoting technological evolution and establishing a system that can
respond quickly to changing market needs. (11 P.46 Innovation

Diverse human resources find customers’ underlying issues and propose solutions
by combining technologies
Our six core technologies are mastered by professional human resources with a wide range of skills.
Dialogues with customers involve both sales staff and a diverse range of engineers capable of fully leverag-
ing their skills, who after identifying customer issues and requests, work with development divisions to find
the underlying issues by adding technical considerations. In response to these issues, we develop and
propose unprecedented, unique, and high value-added products and solutions, which enables Dexerials to
provide value that exceeds customer expectations.

Thin-film Formation

& Coating Inorganic Materials

Professional
human resources
in various fields

Solution
development
and proposal

capabilities
(o))

000
(N een T

Six core
technologies

Problem-finding

Microfabrication capabilities

Organic Materials

X

Photonics Evaluation & Analysis

Responsibility of providing single-source products
Dexerials provides many unique, high value-added products essential to the evolution of tech-
nology. We offer many “Single-source” products, and have a responsibility to continue stably
supplying customers with high-quality products.

To this end, we are promoting efforts to ensure the stable supply of products to customers
by formulating our business continuity plan (BCP), continuously training, as well as sharing BCP
guidelines with suppliers.
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Empower Evolution.

Connect People and Technology.

Purpose Value Matters

Connecting people and technology.
Connecting community and hope.
We craft the materials, devices,
and solutions that advance digital
technology, and we will continue to
embark on a journey to change

the world.

Social Value Created by Dexerials in Line with the Evolution of Digital Technologies

The Dexerials Group’s purpose, which is based on the strengths and uniqueness
cultivated since our founding, represents our raison d’étre in society as well as
Together with our partners, we at “what we want to be” going forward.

Dexerials envision the future and To realize our purpose, we will refine and skillfully combine our technologies and

solve every issue with innovation. human capital to continue providing products and solutions that add new value to the
Masterfully leveraging the combination ~|* '  world, based on our corporate vision “Value Matters Unprecedented innovation, l!
of people and technology, we open new unprecedented value.”

paths to evolution. _ —-—— This is the essence of sustainability pursued by Dexerials.

We have always anticipated social and technological advances, used our unique
Every day, we embrace the challenge, technologies to intelligently and swiftly resolve customer needs and issues,
for a society that’s more prosperous — EESEEE created value that exceeds customer expectations, and contributed to the realization
and efficient. e — : N of a prosperous and efficient society:

~ Our aim is to strive for a world where all , In the following pages, we introduce examples of how mainstay product
~ stakeholders can enjoy sustainable and _ b Anisotropic Conductive Film (ACF) technological innovations have generated
J comfortable lives. ruslitTals G W social value through the intersection of our purpose and corporate vision.

yar: X

295;,
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Il Social Value Created by Technological Evolution: The Development of Information Communications

and ACF Technological Innovations

[ Value Matters Practical Model ]
Contributing to the advance of information
communications

Information communication technologies have advanced
substantially over the years. When mobile phones were first
introduced, voice calls and text messages were the main focus,
but with the advent of smartphones, photo and video sharing,
social media, messaging apps, video calls, and other functions
have become widespread. This has completely transformed the
way we communicate, and has also dramatically altered the
way we live and do business.

These advances have been supported by technological
innovation in Anisotropic Conductive Film (ACF), a special
adhesive film with fine conductive particles dispersed in resin
creating a material with three functions: adhesion, insulation,
and conduction. ACF has played a major role in miniaturizing
and improving the performance of electronic devices. In particu-
lar, miniaturizing the particles contained in ACF and advances in
the technologies used to arrange them have resulted in the
development of displays with higher pixel density, making it
possible to display clearer, more detailed images.

These developments have made it possible to enjoy
high-quality videos and images on smartphones and other
devices, serving as a catalyst for the widespread adoption of
real-time video communications.

Dexerials’ technological innovations have contributed greatly
to the evolution of devices used on a daily basis, and are a
driving force behind fundamental changes in the way infor-
mation is communicated.

ACF development
For more details, please refer to our website

Toennicalinformas

The fundamentals of
Anisotropic Conductive Film

TECH TIME [ Behind-the-scenes story of Particle-arrayed

The fundamentals of Anisotropic
Conductive Film (ACF)

The benefits & background of
ArrayFIX, a particle-arrayed ACF

The benefits & background of
ArroyFIX, & particie-arrayed
ACF.

r- e The value-added ArrayFIX,
particle-arrayed ACF a particle-arrayed ACF

Advances in Information Communications

Spread of mobile phones

® \oice and text
communications
® Advent of color LCDs

Good morning!
See you later today!

Advent of mobile internet and
rise of the smartphones

® \oice calls, social media, email,
mobile internet

® Equipped with touch panels

® Advent of messaging apps

ACF Technological Innovations

Advent of particles for
mobile phone wiring
connections

The development of conduc-
tive particles with metal coat-
ing on a resin core makes it
possible to connect fine wiring

l Resin core
ﬁonductive particles

5 pum
W@ .
Metal coating ? “.'.. :
S

et

0300208 :
Particle

Small particle size contributes
to higher pixel density

Diameter of conductive particles has been
reduced by approximately 40%. Further,
the application of an insulation coating on
the surface makes it possible to prevent
short circuits between wiring even when
the number of particles increases, which
contributes to higher pixel counts.

. Conductive particles
Insulating ——
Coating 3 pym

o

: B
¢  Further reduced in size
and arrayed uniformly

dispersion in film

* pm = 1/1000 of 1 mm

| 30

Smartphones mature,
development of social media

® \oice, text, video calls, social media (real-
time posts), and streaming

® Global online communications

® |nstant transmission and reception of large
volumes of information by individuals

Cimnovation )

Advent of Particle-arrayed ACF

|

This revolutionary technology was
developed to uniformly arrange and
fix conductive particles, solving the
problem of short circuits and facilitat-
ing ultra-fine wiring connections,
contributing to the development of
ultra-high pixel density smartphones.

Conductive particles

2.2 ym
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https://techtimes.dexerials.jp/en/bonding/what-is-acf/
https://techtimes.dexerials.jp/en/bonding/advantage-of-paf/
https://techtimes.dexerials.jp/en/bonding/new-value-brought-by-paf/
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Technological Innovations of Our Products

Expanding the Social Impact of

in':gf;:i?gntggp Technological Innovations

(eliminating the y Providing The unique products created through technological innovations born from
digital divide) medical and dialogues between end customers and direct customers lead to the develop-

educational ment of digital devices, and in turn contribute to the evolution of information
opportunities beyond N . . ..
B omic and communication across society. They are an essential driving force for the
geographical realization of a prosperous and efficient society.
constraints Dramatically
improved
Generative Streaming convenience of
) information
% Video

calling I communication
@ Social
/ media '

Speech- ™ |nf0rmati0n

to-text - -
) communication advances

Oud
v
Mobile internet 1990s A2022
rox.
users™ Near zero ' 5.3 bi,I)I?on people

Approx. 5.3 billion times
Global mobile 1990 2092
I data total S
Dev' ce advances volume*2 Approx. 1 EB® . Approx. 1,100 EB

1 Ul (Ex: Resolution)
. Purpose
Dexe rl a IS X Approx. 1 ,000 times
“Value Matters” 2020s - 4K

3840

X
2160 ox

ACF technological innovations
(Ex: ultra-fine wiring connection technology) Approx. 500 times

1990s ' 2010s —
Surface 2500 pm2 Surface 500 pm2 Res

Approx. 20 0/0

80% reduction

Exp to a { 7 :
vario stries e " q
Strength: Business model Business portfolio expansion
“Design-in” “Spec-in”
*1 Company forecast based on the Ministry of Internal Affairs and Communications’ Information and Communications White Papers for 2014 and 2023 *2 PX: Pixel *3 EB: Exabyte
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Mid-Term Management Plan 2028 “Achieving Evolution”

Dexerials has launched Mid-Term Management Plan 2028 “Achieving Evolution” (hereinafter, new Mid-term Plan), a five-year plan ending in fiscal 2028. Under the previous Mid-term
Management Plan 2023 “Challenges for Evolution” (hereinafter, previous Mid-term Plan), we built a foundation for growth by improving earning power and reforming our management

structure to make it more resilient in the face of changes in the external environment.
The new Mid-term Plan with a theme of “Achieving Evolution” establishes three policies and aims to achieve sustainable growth and enhanced corporate value by balancin%growth

investments and shareholder returns. .
-

-
—@— Netsales —()— EPS before amortization of goodwill [ [l |\ EBITDA R -@° -
./. .-----------._ —‘,'

o— " — 4 PY o ./.

—

. II
T -.I .)

2016 2017 2018 2019 2020 2021 2022 2023 2024 2026 2028 (v

o—© °®

Mid-term Management Plan Mid-term Management Plan 2023
“Change for Growth 2018” “Challenges for Evolution”
Laying the foundation for sustainable growth and enhanced

ILEOLII0]  corporate value through the realization of our mid-term growth
strategy and corporate reforms

A “Change for Growth” stage to establish a revenue and
profit base required for “sustainable growth” toward
realizing the desired corporate image

Basic policies Basic policies

Mid-Term
Management Plan
2028

Accelerate business | ® Identified photonics as a third pillar of business and
© Grew Anti-reflection films to 10.0 billion yen level growth in new launched DXPS*, a subsidiary engaged in the photonics
© Automotive business: Established a dedicated domains business

organization, grew sales to 10% of total net sales

Establish new
growth drivers

Qualitatively change | @ Expanded high value-added products
) . businesses in the ® |nvested in increased production of Anti-reflection films and
® Expanded the market share of Anisotropic existing domains Surface mounted type fuses
Conductive Films (ACF) (with a rapid growth of
Particle-arrayed ACF)

Secure stable earnings
by strengthening the
competitiveness of
existing businesses

“Achieving Evolution”

® Formed a strategic partnership with Restar Corporation

® Concentrated development resources at the Tochigi Strengthen the ;
Optimize business Technology Center management base @ Introduced a job-type personnel system globally
structure ® Streamlining certain businesses in the optical solutions @ Provided Dexerials’ stock to employees

category and integrated production bases in China

Delays in shifting resources from consumer IT to new domains and
failure to reach targets due to insufficient ability to respond to Business portfolio expansion and response to environmental changes

changes in the business environment

*DXPS: Dexerials Photonics Solutions Corporation
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Mld-Term Management Plan 2028

: “Achlev 'ng Evo[ut tion”

change under three basic policies.

SR Achieve sustainable growth and enhancement of corporate value by balancing growth
ositioning .
investments and shareholder returns

1 Expanding businesses in 2 Qualitative strengthening of
= growth domains = businesses in existing domains

Accelerate growth in the automotive and
photonics domains, markets that are
expected to expand further in the future

Expand business and maintain growth with a
focus on high value-added products such as
Anisotropic Conductive Films (ACF) and Surface
mounted type fuses

Fiscal 2028 management targets

Further enhancing the

Net sales Business profit business model

1 500 billion yen

EBITDA margin
50.0 biliion yen 43,

Value Creation Story

® Enhancing Design-in and
Spec-in activities globally

EPS* ROIC
626 JPY Approx. 1 4%

ROE @ Strengthening distribution
and reducing volatility

Approx. 25% through partnerships

Value Creation

Foundation for
Strategy Value Creation

Data Section

We took the first step towards growth under the previous Mid-term Plan, and over the next five years we will enter a phase in
which we will achieve sustainable growth and enhanced corporate value.
We will continue to further expand our business portfolio and work toward building a management base that is resilient to

3_ Evolution of the management base

Evolve into a solid management foundation that
supports sustainable growth by strengthening sales
functions, enhancing human capital and
technology, and improving manufacturing functions

Stepping up actions to
address materiality

® Continuing to strengthen
R&D activities

® Securing engineering
human capital and
strengthening global talent

Enhancing the Enhancing the Human Enhancing the
sales functions Capital and Technology manufacturing functions

Efficiency improvements in
anticipation of a decrease in
the working age population

® Building smart factories
through digital
transformation (DX)

® Improving BCP functions

* Before stock split

Business portfolio expansion

B New F

[ Existing

As part of efforts in growth domains under the new Mid-term Plan, we will focus on the
automotive domain, where business growth is expected to outpace market expansion due to
advances in digitalization, and the photonics domain, where demand for high-speed data
communications is growing dramatically due to advances in generative Al. In existing domains,
we will achieve growth by further refining our technological differentiation and promoting high
value-added products that anticipate changes in technological trends. In terms of the

90% management foundation that will support these efforts, we will work to reinforce our business

Fiscal 2023 Fiscal 2028

Fiscal 2018
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models globally, strengthen the recruitment and training of technical and global human
resources, and promote the creation of smart factories.
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Introduction

Value Creation Story

Basic 1
Policy

in the future

Expanding Businesses in Growth Domains
Accelerate growth in the automotive and photonics domains, markets that are expected to expand further

Business Strategy for Growth Domains

Automotive Business Photonics Business

In 2016, Dexerials entered the
automotive industry, which is
undergoing a once-in-a-century
transformation. In supporting the
transformation of the automotive
industry, mainly with Anti-reflection
films, net sales grew to the 14.0
billion yen level under the pre-
vious Mid-term Management
Plan. Under the new Mid-term
Management Plan, we will pro-
mote the expansion of Anti-
reflection films in line with the
trend toward growth of the size
of automotive displays and

the number of these displays
installed in vehicles. We also aim
to expand sales of smart preci-
sion adhesives for sensor mod-
ules, driven by the increasing
adoption of automotive sensors.

We have identified the field of
photonics, which is essential for
generative Al and other techno-
logical advances, as a growth
domain and have been making
preparations in this area. The
surge in communications volume
is driving the increasing demand
for data centers. In this environ-
ment, we aim to achieve growth
by focusing on the expanding
adoption of high-speed photodi-
odes that meet the demand for
higher communication speeds.

Scale of businesses in growth domains (net sales)

[l Photonics (Unit: 100 million yen) 450

Il Automotive (Unit: 100 million yen)

CAGR16.5% .

150

2023 2028 v

(Actual)

(Plan)

Value Creation
Strategy

Foundation for

Value Creation Data Section

Expanding business by contributing to the evolution of automobiles without being dependent on the number of finished vehicles

s Anti-reflection Films for Automotive Displays

[l Total Area of Automotive display
Total area of automotive display

CAGR 12.9%*1 .

L 1

Worldwide finished vehicle
production

2023 2024 2026 2028 (FY)

In line with CASE advances in the automotive business, technologies
that convey visual information to drivers are being widely adopted.
Accordingly, the number of automotive displays will increase and
their screen sizes will continue to grow, and we expect the adoption
of our Anti-reflection films for automotive use to expand. In April
2024, we commenced operation of a new line with improved produc-
tivity, expanding our supply capacity while promoting further adop-
tion of automotive displays through a design-in approach.

*1 Our estimates based on market analysis information by research firms

Smart precision adhesives for sensor modules

Il Number of automotive camera dul
modules worldwide
Worldwide finished vehicle

production

-

Number of ive camera
CAGR 7.8%*!

il

2023 2024 2026 2028 (FY)

As autonomous driving becomes more widespread, an increasing
number of vehicles are being equipped with sensor modules, includ-
ing automotive cameras and LiDAR, which act as the vehicle’s eyes.

In response to these automotive advances, we are leveraging
technologies cultivated in the electronics field to expand sales of
smart precision adhesives ACF, and other sensor-related products.
We have already acquired Tier 1 and Tier 2 projects in Japan, and we
will promote design-in and spec-in activities globally to further
expand the automotive business.

Unique products in expanding market due to data center demand for generative Al and other applications

— High-speed Photodiodes for Optical Transceivers

In line with the growing demand for data centers, there has also been
a sharp increase in demand for high-speed photodiodes (PD) used in
transceivers, where we expect significant market growth. In fiscal
2023, Dexerials secured a project from a leading manufacturer of
optical transceivers, and we will invest in increased production to
meet the anticipated strong demand.

Number of high-speed PDs with
800 Gbps and above*2
1 Next-generation CAGR 109.0%
800 Gbps and above ‘

Less than 800Gbps
- |

2023 2024 2026 2028 (FY)

*2 Source: Market analysis information from LightCounting
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Further, we are working on designs for 200 Gbps standards and
composite optical semiconductor devices in preparation to meet
future technological needs.

Project for a leading worldwide
manufacturer acquired

Current generation up to 800 Gbps
(100G/Lane)

Development already started

Next-generation 800 Gbps and above [N dy progress being made

(200G/Lane)

Development of composite optical

Generation after next 1.6 Thps and above . . L
semiconductor devices envisioned

(200G/Lane or more)

m Composite optical semiconductor device .-
Compound optical semiconductor and optical devices
(polarizers, waveguides, etc.)
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2 Qualitative Strengthening Businesses in the Existing Domains
Expand the businesses centered on high value-added products and maintain their growth

Growth Drivers in Existing Domains

Anisotropic Conductive Surface Mounted
Films (ACF) Type Fuses

We aim to expand the ACF
business by capitalizing on
three major market trends.
Accordingly, we have also
launched construction of a new
plant, which is scheduled to
commence operations in 2026.

1) Further growth of Particle-
arrayed ACF for flexible
organic EL displays

From the perspectives of the
electrification of various appli-
cations and lithium-ion battery
safety improvements, our
secondary protection device
Surface mounted type fuses
have great market potential.

In particular, products for
high current applications repre-
sent high value-added products
unique to Dexerials. We will
continue to expand our cus-
tomer base and applications for
this product to achieve business
3) Growth of ACF for sensor growth.

modules (further advances in
pre-cut ACF technologies

launched during the previous
Mid-term Management Plan)

2) Strengthening development
and spec-in activities for
micro LED displays

Scale of businesses in existing domains (net sales)

(Unit: 100 million yen)

1,050

Other
[ Optical resin materials

W Anti-reflection films

Four major [l Surface mounted type fuses
categories . . . .
CAGR 8.6% I Anisotropic Conductive Films
2023 2028 v
(Actual) (Plan)

Drive spec-in activities for new applications while supporting the increasing trend toward organic EL displays

Organic EL Display Market Environment

[l OLED display shipments

CAGR 7.0%*

-y

2023 2024 2026 2028 (FY)

Key Initiatives for OLED Displays

During the previous Mid-term Management Plan, amid the ongoing transition from liquid
crystal (LCD) to organic EL (OLED) displays, our Particle-arrayed ACF became the de facto
standard for smartphones using OLED displays, which contributed to expanded business
performance. During the new Mid-Term Management Plan period, we expect to see a shift
from LCD to OLED displays for applications other than smartphones, with demand for
Particle-arrayed ACF remaining extremely high. Accordingly, we expect the capacity of our
current production lines to be exceeded by the end of the new Mid-Term Management Plan,
and we will make investments to increase production capacity with the aim of commencing
expanded operations in 2026.

Key Initiatives for Micro LED Displays

We have also launched development and spec-in activities for micro LED displays, new
displays that will follow after flexible OLED, and the likelihood of their adoption is increasing.
As micro LED product displays require ACF covering a large area, we are continually
examining ways to increase manufacturing capacity while closely monitoring market and

business trends.

Create value by contributing to the improvement of the safety of lithium-ion batteries (LiB)

LiB Market Environment

Power tools
[ Power tool production
Number of tools with LiBs included in the above
Il Number of tools with SCPs included in the above Number of units

with SCPs
CAGR 48.8%*!
2023 2024 2026 2028 (FY)
E-bikes
Electric bike production Number of

Electric bikes with LiBs included in the above ~ E-bikes with LiBs
u 1o Difes with LES Incuded | v CAGR 18.5%*1

)

_ m = | | B

2023 2024 2026 2028 (FY)

*1 Our estimates based on market analysis information by research firms
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Key Initiatives

We will accelerate global expansion and grow our customer base for power tools, which saw
significant growth during the previous Mid-term Management Plan.

In Europe and the United States, regulations on lithium-ion battery protection circuits
are becoming increasingly strict. Our products are already undergoing evaluation by several
power tool manufacturers, and shipments have commenced.

Further, amid the electrification of various applications, E-bikes in particular are becom-
ing increasingly popular, and the installation of lithium-ion batteries is also accelerating.
Under the new Mid-Term Management Plan, E-bikes are positioned as a target application,
and we will be expanding activities in this field.

'

2

[N
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Evolution of the Management Base
Evolving into a solid management base to support
sustainable growth

Basic 3
Policy

Enhancing the Sales Functions

Aiming to Strengthen Our Business Model
by Expanding Global Networks and Sales Channels

We are working to enhance our sales functions to adapt to changes in the environment and achieve sustainable growth.
Specifically, we will enhance the design-in and spec-in activities globally, create new business opportunities for
high-value-added products through partnerships, and reinforce our distribution capabilities.

Value Creation Story

Earning customer trust through Design-in and
Spec-in activities

Our sales function has strengths in Spec-in activities for direct
customers and Design-in activities for end customers. Spec-in
activities support parts manufacturers in customizing and
improving their products. Design-in activities support manufac-
turers of end products through the participation of our engineers
in projects from the product design and development stages.
We will deepen relationships of trust with customers by commu-
nicating directly with customer company engineers and propos-
ing solutions to the underlying issues uncovered through these
dialogues.

In gaining the trust of our customers, we will be able to obtain
information such as future development roadmaps. Gathering
information and taking proactive actions will lead to competitive
advantages in the market.

In our engineering and marketing approach, which involves
making proposals across business units, sales representatives
are required to possess not only technical expertise but also
communication skills, including proficiency in foreign languages
such as English and Chinese, business acumen, and strong
personal qualities. In fact, for many of the products where our
company holds a high market share, these representatives have
successfully guided projects to success.

Strengthening global sites and structures to
improve quality through smooth collaboration

To strengthen Design-in and Spec-in activities globally, where
many of our customers have a significant influence on the
market, we are increasing the number of engineers assigned
globally or hired locally. Design-in activities, which are con-
ducted during the design and development stages, are often
carried out in Europe and the United States, while spec-in
activities, which optimize processes during production, are
frequently conducted in China and other parts of Asia, making
global collaboration crucial.

We introduced a sales force automation (SFA) system as a tool
to share information in a timely manner and increase opportuni-
ties to acquire business. Information previously managed on an
individual basis is now stored as data within the Dexerials Group
and managed so that it can be reviewed. Going forward, we
plan to use this system as a communication platform with
business units.

[T P.52 Accelerating Change Through Digital Transformation (DX)

In addition to the above, we established engineering solutions
centers to conduct evaluations and analyses near important
sites in China and South Korea to strengthen customer techni-
cal support. In the future, we plan to establish a site with similar
capabilities in the United States to accelerate feedback to
customers.

| 36 |

Value Creation Foundation for

Data Section

Strategy Value Creation

Executive Officer
Global Sales &

When expanding global sites, we focus on improving the quality
of our customer relationships rather than increasing their quan-
tity. Our aim is to start with one product offering for a customer
and expand it to two or even three product categories. | am
confident that these efforts will ultimately lead to an expanded
business portfolio and stronger relationships with our customers.

Expanding sales through strategic partnerships

At the end of 2023, we entered into a strategic partnership with
Restar Corporation. Restar has an extensive track record as a
trading company for semiconductors and electronic components
both inside and outside Japan. As we expand the photonics
domain into a third pillar of business, we hope to develop new
customers through Restar.

Further, in establishing a joint venture that will assume control of
our sales function, we will be able to expand our business of
high value-added products and strengthen our distribution
function. In July 2024, we commenced operations in Hong Kong
as a joint venture selling products for China. We are now prepar-
ing to launch operations in South Korea and Taiwan in January
2025. We are also promoting personnel exchanges, and hope to
further enhance synergies through deeper mutual understanding.

We plan to further deepen relationships with Restar as well as
with distributors who have cooperated with us to date, to
strengthen our sales capabilities and ultimately this will enhance
our own sales functions.
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e drawing of the Kanuma Plant
0 become a smart factory utilizing

Enhancing the Manufacturing Functions

.|g|tal Transformation and Improving BCP Functions (it

Given the decline in Japan’s working-age population, the Production Strategy Division is taking

the lead in promoting the building of smart factories through digital transformation (DX).

We will also work to improve BCP functions to minimize damage and rapidly recover in the event of a disaster or
other emergency, and we will develop a foundation that can respond to changes in the business environment.

Takashi Yoshic

Executive Officer
Production Strategy
Division Head

Unifying manufacturing functions under the
Production Strategy Division to optimize
operations from a company-wide perspective

Since the previous Mid-term Management Plan, we have been
enhancing our manufacturing functions, investing heavily in
production line expansion. As a result, the plant has become more
labor-efficient, and in particular, Anti-reflection films for automotive
can now be produced approximately 1.5 times more efficiently.
Additionally, under the new Mid-Term Management Plan, we are
working to build smart factories through DX and further improve
BCP functions.

Our manufacturing functions have two features. The first is that
the Production Strategy Division is responsible for a comprehen-
sive range of functions, including production engineering and
production management. This system enables us to consistently
build new production line equipment and processes, from design
to launch and mass production. The second feature is that the
Production Strategy Division also possesses a production site
strategy function, facilitating production optimization and stream-
lining from a company-wide perspective, including global produc-
tion sites and partner companies.

While we operate our production facilities and sites with maximum
efficiency, we do not decentralize production bases by producing
the same products at multiple locations. From the perspective of
stable supply, diversifying production sites is effective. However,
since we have many product items and each product is manufac-
tured using dedicated manufacturing equipment, diversifying pro-
duction sites would increase operating costs and make it difficult

to supply at competitive prices. As many of our customers rely on
Dexerials as a single-source supplier, we recognize that our cur-
rent challenge is how to ensure a stable supply without increasing
the number of production sites.

Improving BCP without dispersing production sites by
enhancing energy productivity and disaster resilience

We are currently constructing a new plant on land adjacent to
Kanuma Plant No. 2 with the aim of expanding production capac-
ity. One of the key points is to build plants and production lines
that improve BCP without dispersing production sites. The new
plant will be a smart factory utilizing DX to facilitate remote oper-
ations, labor-efficiency, and automation, so that we can respond
to sudden increases in demand even as the working population
declines, and maintain production lines even during a pandemic.

To build smart factories, we are verifying production capacity

by optimizing production equipment layouts using BIM data*!

and 3D point cloud data*? to create a “digital twin” in the future.
Simultaneously, we are also working to increase efficiency through
the utilization of robotic process automation (RPA) and other tools.
We plan to build a smart factory on-site with optimized processes
and more than double the productivity per employee.

Strengthening human capital and smart factories
by balancing economic and social value

We are currently focused on strengthening human capital through
efforts to ensure all employees in manufacturing divisions undergo
DX training, and that employees who lead DX on the front lines
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undergo additional, specialized training. Further, the Production
Strategy Division has established KPIs and is advancing the trans-
formation of human resources portfolio in manufacturing. We will
reskill our manufacturing personnel and increase the number of
transfers to technical positions, while also promoting the hiring of
loT engineers, to develop human resources capable of taking on
technical planning and strategy development.

As the working population shrinks, to enhance unique Dexerials’
technologies that no other company can imitate, the new plant
needs to provide a production environment that is comfortable
for everyone to work in, regardless of gender, disability, or nation-
ality. The building has been converted to the ZEB*3 standard to
reduce CO2 emissions, and we are working with the Sustainability
Promotion Division to implement environmentally friendly*4 mea-
sures towards the realization of a decarbonized society.

Further, in line with the start of operations at the new plant, we are
also upgrading core systems to enable highly efficient production
planning across the entire company. While placing importance on
the balance between economic and social value, we will further
evolve our manufacturing functions by strengthening our human
capital and building smart factories to respond to changes in the
external environment and achieve sustainable growth.

*1 Building information modeling. Refers to solutions that utilize information in all pro-
cesses, from building design and construction, to maintenance and management.

*2 A tool that uses a 3D laser scanner to measure factories and equipment and create
a 3D model of the site.

*3 Net zero energy building: A building whose annual primary energy consumption
balance is zero.

*4 The building will be designed to be resistant to major earthquakes and floods, and will
increase energy productivity by using a cogeneration system and solar power genera-
tion so that it can continue to operate for several days even during a power outage.
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Financial Strategy

Capital Allocation to Achieve e R
Sustainable Growth and Enhance : .
Corporate Value

The new Mid-Term Management Plan “Achieving Evolution” began —
in fiscal 2024. Building on our achievement of numerical targets
ahead of schedule under the previous Mid-term Management
Plan, we are pursuing a strategy that emphasizes a balance
between growth investments and shareholder returns, with the
aim of achieving sustainable growth. To further enhance corporate
value, we will pursue the balance of economic and social value.

Kazuyoshi Terashita TETETS
Executive Officer, v
Business Management Division Head & -

. .. . comprising capital allocation of 305.0 billion yen over the use of shareholders’ equity, and we aim to achieve the opti-
Mamtammg an awareness of capltal cumulative five-year plan period. mal balance between debt and equity, considering the nature
efficiency (ROE and ROIC), while of the investment.
steadily implementing the three pillars of Appropriate allocation of capital _

. . — Regarding cash outflows, we expect to allocate 130.0
the new Mid-term Plan to enhance amounting to 305.0 billion yen over the billion yen to growth investments (approximately three
corporate value cumulative five-year plan period (fiscal times the amount invested during the previous Mid-term

2024—2028) to balance investments for Management Plan). These investments will be made in

high-resolution projects—projects with a high probability of
realizing growth—to achieve the new Mid-term Plan. One of

To enhance corporate value while maintaining an awareness

of capital efficiency (ROE and ROIC), we believe it is import- sustainable growth and shareholder

ant to improve the EBITDA margin, an indicator of earning returns these projects is the expansion of Kanuma Plant No. 2, an
power. Accordingly, the new Mid-Term Management Plan Anisotropic Conductive Films (ACF) manufacturing site. The
(hereinafter, new Mid-term Plan) launched in fiscal 2024 In terms of cash inflows, we forecast operating cash flow of expansion of this plant will increase our ability to steadily
calls for the steady implementation of measures in line with 215.0 billion yen and debt financing of 90.0 billion yen. We supply high value-added ACF.

three basic policies, underpinned by a financial strategy think the utilization of debt(leverage) leads to more efficient (10 P.37 Enhancing the Manufacturing Functions
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We have also secured an additional investment budget

of 50.0 billion yen for sustainable growth. This was made
possible by increasing earning power under the previous
Mid-term Plan, which has enabled us to generate investment
capacity for longer-term growth beyond the new Mid-term
Plan period. These are upfront investments aimed at long-
term business growth, and although their returns are not
reflected within the new Mid-term Plan, we will boldly pursue
capital investments and M&A as their likelihood of success
increases over the new Mid-term Plan period. Currently,
several candidate projects are under consideration, and we
are assessing their feasibility from multiple perspectives. By
making investments with an eye toward the next Mid-term
Plan beginning after 2028, we aim to solidify the foundation
for sustainable growth.

Further, how we invest in the sources of our value creation,
technology and human capital, will be key to our sustain-
able growth. We plan to allocate 45.0 billion yen over five
years to these non-financial investments. Our strength lies

in our business model, which is based on “Design-in” and
“Spec-in.” For example, regarding products for smart-
phones, we hold technical discussions with display manufac-
turers, who are direct customers, as well as with smartphone

Introduction Value Creation Story

manufacturers, who are end customers. For this reason,
developing human resources with diverse skills is an import-
ant management issue.

We believe that growing our business, and ultimately the
Company, through these growth investments is the best way
to return value to shareholders. Under the new Mid-term
Plan, we are confident that we can generate sufficient cash
flows to support sustainable growth and necessary invest-
ments while also enhancing shareholder returns.

In fiscal 2023, the final year of the previous Mid-term Plan,
EBITDA exceeded 40.0 billion yen. Given our enhanced earn-
ing power, we revised our shareholder return policy in the
new Mid-term Plan. Specifically, the previous policy targeted
a total payout ratio of 40% of profit before goodwill amorti-
zation, while the new Mid-term Plan has raised this target to
60% over the five-year period. Additionally, the consolidated
payout ratio target is set at 40%, and, with a focus on stable
dividends and capital efficiency, we have introduced a mini-
mum dividend on equity (DOE) target of 7% or higher.

Under the previous Mid-term Plan, improving cash flows was
a priority, and shareholder returns were implemented based

B Capital Allocation Cumulative total for the five-year period of the Mid-Term Management Plan (100 million yen)

Non-financial
investment

Investments to

Operating C/F

2,150 achieve the
[After investment| Mid-term Plan
of nonfinancial
| capital 1,700 |
500
800
Cash-In Cash-Out

Invest in source of our value creation
“Technology” and “Human Capital”

- Plan to invest approx. 3 times more than during

- Growth investment budget looking ahead to

the next Mid-term Plan

- Target a total payout ratio of approx. 60% (cumulative total over five years)
- Aim for a dividend payout ratio of 40%, with a minimum DOE of 7%
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on that policy. The total payout ratio remained in the 40-50%
range each fiscal year. In addition to continuously increasing
the dividend amount each period, we have also flexibly exe-
cuted share buybacks, taking into consideration our financial
situation, stock price levels, and other factors. As a result,
the total payout amount reached 35.0 billion yen over the
past five years. With a greater ability to generate cash under
the new Mid-term Plan, we recognize that we have reached
the starting line to achieve both growth investments and
shareholder returns.

Previous Mid-term Plan overview:
Expanded business portfolio through the
qualitative transformation of existing
businesses based on business feasibility
evaluation and expansion in growth domains

Under the previous Mid-term Plan, we achieved net sales,
operating profit, and EBITDA targets ahead of schedule. The
driving force behind this was operating cash flow improve-
ment by business feasibility evaluation using simplified
ROIC.

We analyzed the earning power and growth potential, of each
business unit based on ROIC calculated using the capital
directly invested in each unit. This comprehensive analysis
led to the downsizing and consolidation of 11 business units.
The basic assumption is that human resources and capital
that were invested in downsized or consolidated businesses
will be shifted to the next growth businesses. These efforts
have enabled us to focus on high-growth, high-profit busi-
ness units.

11 P.41 Business Feasibility Evaluation

At the same time, we have also been working to expand
growth domains. In 2022, we acquired Kyoto Semiconductor
Co., Ltd., a company that develops, produces, and sells opti-
cal semiconductors and modules, as a subsidiary, and estab-
lished Dexerials Photonics Solutions Corporation, integrating
it with our existing inorganic optical business. Although our
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ability to generate cash in growth domains is not yet suffi-
cient, while investing in growth domains, we have been able
to generate solid cash flows from ACF, Anti-reflection films,
and other existing high value-added products, which has led
to the expansion of our business portfolio.

As a result of advancingbusiness portfolio expansion, which
simultaneously strengthensexisting businesses and expands
growth domains within business feasibility evaluation, we
achieved record-high operating profit in fiscal 2023, despite
a decline in net sales. On the other hand, the expansion of
our business portfolio has led to increased diversification of
product model cycles. In the existing domain of consumer
IT, product life cycle is one to two years, while in growth
domains, that of the automotive business is three to five
years, and that of photonics is five to 10 years. This diversifi-
cation has increased the stability of overall company perfor-
mance, which has become one of our strengths.

We have also formed a strategic partnership with Restar
Corporation, a semiconductor and electronic components
trading company. By leveraging their strong presence, we
aim to enhance our “Design-in” and “Spec-in” capabilities
with customers in the Asian region. Through this partner-
ship, we believe we can reduce exchange rate sensitivity
and expand our customer base, thereby contributing to the
reduction of overall earnings volatility for the company.

Trust and expectations for sustainable
growth among stakeholders, fostered
through appropriate information
disclosure and sincere engagement, will
contribute to enhanced corporate value

To build our reputation in the stock market, we must first
ensure investors understand how we intend to maintain
high profitability and grow going forward. In that sense, we
recognize that at present, our P/E ratio is below the level
of our industry peers and therefore insufficient. | assume
that at the root of this are doubts among investors as to

Introduction

whether Dexerials can continue to grow. We aim to enhance
corporate value through initiatives that respond by creat-
ing economic and social value through our products and
businesses. We conduct IR meetings in an effort to deepen
shareholder and investor understanding with regard to busi-
ness growth potential and capital policies.

In May 2024, we revised our director remuneration system,
significantly increasing the proportion of stock-based com-
pensation, from 20% under the previous Mid-term Plan

to 40%, further aligning the interests of management and
shareholders. In June 2022, we provided company shares to
employees in Japan to enhance their awareness and partici-
pation in management. (11 P.83 Performance-linked Compensation

[11P.66 Employee Stock Ownership Plan (ESOP)
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We also implemented a 3-for-1 stock split, with a record date
of September 30, 2024. By reducing the amount per invest-
ment unit, we are facilitating an environment more conducive
to investment for our investors with the aim of improving
share liquidity and expanding the segment of individual
investors that empathize with our management philosophy,
purpose, and commitment to sustainable growth. We con-
duct factory tours in conjunction with the General Meeting

of Shareholders and hold IR briefings in various locations,
including online. We will maintain these efforts to create
individual fan shareholders.

We will also continue to place importance on communi-
cation with institutional investors. In fiscal 2023, we held
around 300 dialogues, providing opportunities to explain our
strengths, including our “Design-in” and “Spec-in” business
model. In the process, we received many opinions regarding
the balance between growth investments and shareholder
returns. These opinions are reflected in the capital allocation
strategy under the new Mid-term Plan.

1] P.87 Communication with Shareholders and Investors

Moreover, in recent years, institutional investors have been
expected to “exercise their voting rights responsibly.”
Accordingly, we are also working to further strengthen gover-
nance by referring to standards issued by the world’s leading
proxy voting advisory firms.

Needless to say, my mission is to enhance the Company’s
corporate value and presence. As a precondition, | believe
it is important to thoroughly explain our business model,
growth strategy, and management messages to sharehold-
ers, investors, and other stakeholders to establish a sense
of trust and bridge any information gaps. We will adopt the
stakeholders’ perspective and communicate in a way that
facilitates consent. Through communication and engagement
with investors regarding our efforts to enhance corporate
value and the progress of our Mid-term Plan, we aim to
increase the expectations for our growth in the capital mar-
kets and enhance our corporate value.
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Business Feasibility Evaluation

Business Feasibility Evaluation Objectives and
Positioning

We assess all business units using an evaluation axis based
on simplified ROIC, and engage in thorough selection and
focus.

Under the previous Mid-term Management Plan, the
immediate challenge was to improve profitability. With the
aim of qualitatively transforming existing businesses, we
reviewed our business portfolio using a business feasibility
evaluation system. We employ four evaluation axes—earning

Previous Mid-term Plan Evaluation Criteria

Each business is quantitatively

evaluated based on four evaluation criteria
A

Earning Business
power efficiency

Perspective

(item) Details

. Average annual EBITDA for the past three
Earning power

years
Business Average annual simplified ROIC by business
efficiency unit for the past three years

Expected growth rate (sales and profits) of our
Growth rate business within the market, taking market
maturity into consideration

Evaluated based on technological
development capabilities and intellectual
property competitiveness (IP landscape score)

Competitive
advantage

Introduction

power, business efficiency, growth rate, and competitive
advantage—to conduct quantitative assessments of each
business.

Based on the business feasibility evaluation, we will
strengthen or streamline businesses that should be contin-
ued. For businesses deemed in need of structural changes,
we review strategies and formulate restructuring plans, then
engage in further discussions to decide whether to continue,
transfer, or withdraw from the business. If a decision is made
to transfer or withdraw from a business, we shift resources to
ongoing businesses.

Having thoroughly engaged in selection and focus based
on business feasibility evaluations, we reduced the number
of business units from 23 in fiscal 2019, the first year of the

Business Feasibility Evaluation Mechanism

Business Feasibility Evaluation

[ X \

Determination based on
transparent indicators

. Businesses
::::;se:; b?:rs‘:xgs requiring structural
changes
N

\’

Strategy revision and
restructuring

J

Reevaluation
using same Determination
indicators

Continue Transfer/withdraw

Value Creation Story

Value Creation Foundation for

Strategy Value Creation Data Section

previous Mid-term Plan, to 13 in fiscal 2023, the final year of
the plan. This system enables us to focus management
resources on ongoing businesses, improve profitability, and
prepare for the next stage of growth.

Under the new Mid-Term Management Plan that started
in fiscal 2024, we will continue to conduct business feasibility
evaluations to contribute to the business portfolio expansion
and other related activities.

In today’s world, where change is the norm in the busi-
ness environment, maintaining a lean structure is essential
for sustainable growth. In conducting business feasibility
evaluations, we aim to select and focus management
resources for further growth.

Business Feasibility Evaluation Results

( 1\
Fiscal 2019 Fiscal 2023

Business units

Transfers/withdraws: 11
New additions: 1 (optical semiconductors)

Transfer/withdraw example

In the business feasibility evaluation, the water treatment
agent business was categorized as a business requiring
structural changes. After reviewing our business strategy with
the aim of restructuring, we made the decision to transfer this
business and related technologies to a company that can
better utilize it, rather than continuing to engage in the
business ourselves.

The patent rights and technical know-how related to said
water treatment agents have been transferred to and taken
over by a specialized company engaged in the water treat-
ment business. Subsequently, Dexerials ended its involve-
ment in this business.
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Business Growth in the Photonics Domain

Optical Technologies Facilitate High-speed, ol _
Large-capacity Communications. We Aim to % PTET
Double Photonics Business Sales in Five Years o,

The photonics business, where further market expansion is expected going forward, has s’ L
been positioned as a third pillar of business to which we will allocate resources to accelerate :
growth. As a solutions provider supporting the evolution of technology, we will contribute to e

the realization of, “a more prosperous and efficient society” in Dexerials’ purpose. B 3

Achieving business growth and
resolving social issues in the developing
photonics domain

The Dexerials Group has been promoting business portfolio
expansion to establish a management base that is resilient to
changes in the external environment. After extensive delib-
erations aimed at realizing the creation of new businesses,
and at the same time, the resolution of social issues through
technological innovations, we positioned the business in
photonics, a growth domain, as the “third pillar.”

The photonics domain is a field in which light and electricity
are combined to process information through photoelectric
conversion, which involves the mutual exchange of signals
between photons and electrons. Products that use photo-
electric conversion and light control technologies include
optical semiconductors and inorganic optical devices.

In today’s society, the forms of information and communi-
cation are changing dramatically, and we are being asked to
handle even more information. Communication volumes are

President, Dexerials Photonics Solutions Corporation a A OO
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Kazuya Hayashibe | { *. _i

increasing rapidly due to the use of generative Al to process
digital content and the spread of IoT. In the automotive and
healthcare sectors, the evolution of sensing technologies
for the purpose of obtaining large amounts of information is
accelerating. In response to changes in society, where pho-
tonics is being used in a variety of areas, the current market
need is to advance photoelectric conversion functions so
that they can handle higher speeds and larger capacities.

Combining Group company
technologies to create unique solutions

The Dexerials Group combines various technologies and
human capital to create materials, devices, and solutions
essential to the evolution of digital technologies. In particular,
we predict that the development of Al and 10T, as well as the
next-generation high-speed communications that under-
pin them, will be effective in making more efficient use of
resources and alleviating labor shortages, and we feel a strong
sense of social significance advancing the photonics domain.

That is why the Group will continue shifting resources to this

42

domain, which is expected to continue growing. Further, to
realize our purpose, “Empower Evolution. Connect People
and Technology.” we will evolve into a “solutions provider” in
the photonics domain, combining marketing with technolo-
gies such as photoelectric devices and optics.

To achieve this vision, in March 2022, we acquired Kyoto
Semiconductor Co., Ltd. (hereinafter, “Kyosemi”), engaged in
the optical semiconductor device business, as a Group com-
pany. In April 2024, Kyosemi merged with Dexerials Precision
Components Corporation, a company that manufactures
inorganic optical device products using semiconductor pro-
cesses, to form Dexerials Photonics Solutions Corporation
(DXPS). The entire Dexerials Group is working to develop and
provide solutions in the photonics domain.

Kyosemi has cultivated technologies for the development and
manufacture of optical semiconductor device products, while
the Dexerials Group’s strengths lie in materials and devices
for electronics. We believe this integration will create syner-
gies between Kyosemi’s optical semiconductor technologies
and our Group’s technologies for controlling light and elec-
tricity, enabling us to provide value as a unified Group.
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Light control technologies

Inorganic optical devices
(Inorganic diffusers, Inorganic polarizers, etc.)

High-brightness projectors

Projection mapping

Strengthening competitiveness and
ensuring stability through the evolution
of the management base and forward-
thinking development

As stated in our materiality, technology and human capital
are essential to future growth. Within our Group, engineers
and sales staff collaborate to communicate directly with
customers, allowing us to identify latent technical challenges
and upcoming technology trends. By analyzing these issues
from customer dialogues and using them to propose for-
ward-looking solutions and drive technology development,
we can accelerate business growth. “Engineering mar-
keting,” in which customers work together with Dexerials’
engineers and sales staff to develop and propose solutions
that are one step ahead of market needs, is one of our
Group’s strengths, and we believe it is something we need to
enhance further.

Dexerials Photonics
Solutions Corporation

Creating unique solutions by
combining technologies
in the photonics domain

Introduction

Optical semiconductor technologies

Sensor devices

Communication devices

Data centers

To this end, we must accurately ascertain system design
needs in the photonics domain and create solutions that are
essential to the evolution of society and technology. This
requires the integration of skills from diverse talents, and
we are actively recruiting individuals with a wide range of
specialized expertise, including those from fields beyond the
current areas. Specifically, in acquiring talents capable of
driving technological innovation, we are focusing on recruit-
ment and training from a global perspective in line with our
human resources strategy, and are expanding the skills and
resources necessary for growth.

[11P.50 Materiality (2) Strengthening Human Capital

Further, as part of our investments in technology and human
capital, we established the Dexerials-Tohoku University
Photonic Meta Sensing® Co-creation Research Center in
2023. This is an initiative aimed at promoting research and
human resource development in the photonics domain, and
creating innovative devices and deploying them in society.
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By accelerating research through this academic-industrial
collaboration with Tohoku University and creating new tech-
nologies and solutions, we will contribute to advancements
in the photonics domain, the resolution of social issues, and
sustainable corporate growth.

[11 P.46 Innovation

We will work to continuously deepen our business model
with a focus on strengthening investments in technology and
human capital. By reinforcing our management foundation,
we aim to build a system capable of responding to the rapid
changes of the VUCA era.

The pillar supporting the Group and
driving the achievement of net sales of
15.0 billion yen in fiscal 2028

DXPS, which is responsible for the photonics business,

is targeting net sales of 15.0 billion yen in fiscal 2028. To
achieve this, we aim to create solutions that add new value
by realizing composite functions through the combination of
light control technologies cultivated up to now. We are also
working to expand the production of high-speed photodi-
odes, which are key devices for high-speed, large-capacity
communications in the fields of optical communications and
optical semiconductors. Under the Mid-Term Management
Plan 2028 “Achieving Evolution,” we will steadily promote
these measures to meet needs in the expanding market.

The expansion of our business portfolio is the most import-
ant issue in achieving our purpose and realizing sustainable
growth. DXPS has just reached the starting line toward
further Group growth and enhanced corporate value. First,
we will expand business in the photonics domain to achieve
our sales target by fiscal 2028. Looking ahead, we will grow
DXPS and make the photonics business into pillars that

will drive the Group forward. We hope to live up to the high
expectations of all our stakeholders.
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Materiality Strengthening Technology (Technological Strategy)

Technology Innovation and Business Transformation by

-leveraging “inside-out” core competencies combined with
new technologies acquire from an “outside-in” approach-

The Dexerials Innovation Group (DIG) was established in 2020, bringing together a diverse
range of experts to drive new innovation for Dexerials. As a company-wide control tower for
the realization of our purpose, we are drawing a path toward expanding our business portfolio
that balances economic and social value by contributing to the evolution of digital technology

in a wider range of areas.

Officer in charge of Dexerials Innovation Group (DIG) Promotion Department

Please tell us about DIG’s efforts from its
establishment to the present, and its medium-
to long-term direction

Toward a medium- to long-term plan: DIG’s Roles
and Strategies

Launched as an internal organization in 2020, the Dexerials
Innovation Group (DIG) comprises experts from diverse fields
who examine social issues from various angles. While explor-
ing technologies that can potentially become solutions, DIG
develops technological innovation strategies aimed at creat-
ing new businesses.

When it was first established, DIG was responsible for identi-
fying the technological needs and the goal was to create new
technology and business. Through thorough examination of
technical & market data intelligence, systematic analysis with
criticality and convergence, and prioritization for valuation &
differentiation, Photonics and Semiconductor areas are iden-
tified as our focus domain. In the area of photonics, we are
working to strengthen our structure for further growth in the
current Mid-Term Management Plan.

uman

H
Technology > Capital

Kuo-Hua Sung

Executive Officer and Technology Strategy Head

Accordingly, DIG has now entered the medium- to long-
term plan and starting the execution phase. As the central
command center for company-wide efforts targeting the
fulfillment of our purpose — “Empower Evolution. Connect
People and Technology.” —DIG formulates and implements
strategies that drive growth and innovation and pave the way
toward sustainability while also streamlining, optimizing, and
setting directions for the efforts of all business units. We are
proactively integrating technologies from external sources,
closely monitoring market trends, and diligently addressing
customer needs while aligning our marketing strategies with
both external and in-house technologies, exploring how we
can utilize these advantages to benefit various industries.

At DIG, we always keep in mind the questions “What does it
mean for us to develop this technology?” and “What value
can we provide to society?” In other words, the process is
to pursue “what are the differentiators to increase our added
value?” The topics of discussion are wide-ranging. There are
dynamic themes that affect the entire company, medium- to
long-term, and subdivided subjects, such as tasks assigned
to each department and progress management. Executing
strategies developed through a variety of discussions inter-
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nally and externally with customers and industries, including
the incorporation of intellectual property (IP) strategies into
the business, dialogue with academia and consortia, and
collaboration of strategic partnerships and open innovation,
will ultimately lead to the expansion of the business portfolio.

DIG stands at its core value to “INNOVATE” in all aspects,
creating new technologies and being a responsible partner
and a leader in our global society.

Please tell us about the perspectives and
efforts that you consider important for
achieving medium- to long-term growth
Medium- to long-term growth strategy through
the fusion of “inside-out” core competencies
and new technologies acquired from “outside-in”
approaches

To expand our portfolio, we will need to transform our busi-
nesses on an ongoing basis, and | am convinced that two
perspectives will be particularly important as we target this
transformation over the medium- to long-term.
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The first perspective relates to the use of our core strengths.
Building on the solutions we have developed through the
consumer IT domain, an area in which we have excelled, we
deliver original products and technologies that other compa-
nies cannot replicate. Six core technology domains (thin-film
formation and coating, inorganic materials, organic materials,
evaluation and analysis, microfabrication, and photonics)
supported our development of unique solutions and will
remain essential to our growth moving forward. Additionally,
we have five key skill-set categories—material, process,
equipment, analysis/evaluation and design —that are essen-
tial in all technical fields. These strengths enable the creation
of new technologies and provide the foundation for market
introductions with speed and dexterity. By coupling our
core technologies with human resources that possess these
diverse skills, we can expand into new business areas while
strengthening our competitive edge. We view these advan-
tages as crucial for establishing market leadership.

(11 P.46 Innovation

The second perspective is our “outside-in” approach, which
aims to generate business opportunities and create new busi-
nesses through the resolution of social issues. This approach
requires extensive dialogue with customers, partners and
industry leaders. We find the technical challenges in the
digital technology market, examine the factors that impede
breakthroughs, and propose new solutions and values to
overcome these hurdles.

These efforts are supported by the accumulation of various
technologies that we have cultivated over the years (our
“Tool Box"). For example, in response to the need for high
speed communication due to the increase in data volume
based on generative Al advancement, we can propose solu-

1w o4y

o

tions using opto-electric fusion technologies — electronics,
optics, and optical semiconductors in our “toolbox".

Please tell us about the achievement of
expanding your business portfolio and your
approach to “human resources.”

Aim to expand our business portfolio and enter new
growth areas based on the strengthening of tech-
nology and human resources.

The expansion of our business portfolio begins with two
material priorities: technology and human resources. In
terms of technology, as | mentioned earlier, we will leverage
our core competencies combined with new technologies
acquired from an “outside-in” approach to accelerate our
development.

With regard to human resources, we cannot limit our focus
to simply increasing personnel; we must also explore how to
secure top-level talent in fields where we aim to grow. Simply
put, we must improve the quality of our human resources.
DIG already consists of members with diverse backgrounds
in terms of gender, nationality and area of expertise. With
their varied perspectives, these personnel enable efficient,
effective and crucial decision-making through inclusive and
collaborative discussions that transcend departmental and
disciplinary boundaries. We also develop talents by inviting
individuals with industry expertise as advisors and creat-

ing opportunities for discussion. Through these efforts, we
expect to strengthen the critical thinking and strategic analy-
sis capabilities of our personnel.

Moving forward, we will intensify these initiatives while con-
tinuing to focus on new growth areas rooted in photonics
and semiconductor technologies. With the rapid advance-
ment of generative Al, the 10T, next-generation communica-
tion, sensing devices, and other digital technologies, society
has entered a major period of transformation during which
demand for high-speed, high-precision, large-scale, and
Cloud and Edge information transmission and data process-
ing and computing will expand exponentially. Given these
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conditions, we firmly believe innovation related to optical
semiconductors and photonics will lay the groundwork for a
prosperous future.

By leveraging our strong core competencies from “inside-out”
combined with a variety of new technologies acquired from
“outside-in”, we aim to further strengthen our competitive
advantages. In addition, with strategic investment attracting
more diverse and global talents, critical Technology & Human
Resources “missing parts” can be fulfilled, to further solidify
our Technology Roadmap and expand our Business Portfolio.
Dexerials will continue to provide innovative solutions to solve
the technological challenges in the digital technology market
and establish its leadership in the industry.

Lastly, please tell us about your motto for
sustainable growth and the realization of our
Purpose.

Sustainable Growth Strategies and the Future of
Technological Innovation based on the “4 Cs” mindset

When venturing into new business areas, we cannot rely only
on our technological capabilities but also talents with diverse
perspectives and collaborative relationships are essential.
Accordingly, the support of our stakeholders is becoming
increasingly crucial. When it comes to business, | personally
emphasize the “4 Cs” mindset - Collaboration, Commitment,
Creativity, and Curiosity. By skillfully applying these four Cs
and collaborating with our stakeholders, we will explore how
far we can expand the potential of our technologies, how
broadly these technologies can be applied, and how we can
leverage them to facilitate the creation of a more prosperous
and efficient society.

These initiatives for sustainable growth are very important for
all with the goal of achieving a better society and extending
our position as a responsible and trusted solution partner
globally. And for the better of our precious future genera-
tions, therefore, please keep an eye out for what we are up
to in the near future.
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Innovation

Creating New Value Through the Integration of Various Core Technologies and
Human Capital
The Dexerials Group places great importance on innovation as a key driver for realizing our
purpose and achieving sustainable growth. The sources of our innovation are our six core tech-
nologies and the professional human capital (engineers) who have mastered these and a variety
of other technologies.
Amid the volatility, uncertainty, complexity, and ambiguity of the VUCA era, social issues
and needs are becoming more diverse and complex, making innovation increasingly important.
In addition to discovering business opportunities beyond existing business domains, and
advancing existing core technologies, we are integrating different technologies to promote
the further strengthening of our proprietary technologies. Through these efforts, we will further
enhance our ability to resolve social issues, lead technological innovation on a global scale, and
create new value by developing and proposing unique products and solutions.

Six Core Technologies and Unique Products Derived from Hybridization

Thin-film Formation
& Coating

Sputtering & Vacuum Deposition
with Roll-to-Roll process

Inorganic Materials

Functional fillers
Metal plating

Inorganic diffuser

Surface mounted
type fuses

Anti-reflection film

= The foundation -y
Inorganic . . . . .
polarizers Microfabrication of product Organic Materials @ QQ
Nano Shape Processing, Roll development Formulation Technology, 2o > Anisotropic
T; to Roll Transfer, . Curing System Control, Conductive Films
Chemical Vapor Deposition and six core Functionalization

technologies

Film for Surgical Eyewear
and Face Shield
DxShield

Evaluation &
Analysis

Organic and inorganic
analysis
Optical simulation technology

Photonics Optical elastic resins
Compound Semiconductor
Manufacturing,
High-speed Photodiodes

(ACF)
»
,!
(SVR)

Optical
semiconductors

Professional human resources in
various fields

Problem finding capabilities
Solution development and proposal capabilities

A diverse range of experts (toolbox)

Fve skill-set categories: material, process, equipment,
analysis/evaluation and design + the accumulation of various
technologies
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Exploring New Domains and Creating Businesses with the Aim of Achieving
Sustainable Growth

Under the new Mid-Term Management Plan, we will focus on two areas: Strengthening and
creating business, and next exploration activities for new business.

First, with regard to business creation, based on the strategic technology field survey con-
ducted by Dexerials Innovation Group (DIG), we will focus efforts on two domains (photonics
and semiconductor integration solution) centered on optical semiconductors.

Next, regarding entry into new domains based on core technologies, we will pursue the
potential of new technologies that can lead to the resolution of social issues by next exploration
activities for new business. Through this initiative, we aim to leverage our existing core technol-
ogies to identify new business opportunities and foster sustainable growth.

Focus Domains

Optical communications: Providing solutions to the issues of increased data
traffic and power consumption

Strengthening IAietees Sensing: Providing solutions for high-resolution, high-sensitivity sensors used
and to obtain various photonics information
creating Semiconductor Providing composite optical semiconductor devices and integration solutions
businesses integration  for compounding that can contribute to next-generation high-speed
solution communication technologies

Exploring the potential application of core technologies in new domains:
Verifying the commercialization of technologies that resolve social issues
(energy, healthcare)

Next exploration
activities for new business

Collaborating with Academia to Promote Basic Research Activities Aimed at
Creating Innovation

Basic research conducted within research activities aimed at strengthening and creating busi-
nesses plays an important role in the evolution of innovative products
and solutions, as well as advances in core technologies. At the same
time, corporate R&D activities often involve establishing development
themes and activities focused on commercialization, and it is important
to balance this with basic research activities that create new technolo-
gies and reinforce core technologies.

Through collaborations with academia, we are exploring and
expanding themes for basic research activities and promoting human
resource developments in areas where we are strengthening business.

After a year and a half of concrete academic consultations, guid-
ance, and joint research, activities conducted by the Dexerials-Tohoku Corporate R&D Division
University Photonic Meta Sensing© Co-creation Research Center, Head
established in 2023, are beginning to produce research results in the form of new technologies,
products, and solutions at an unprecedented level.

We are also a Coalition Member of Nano Terasu (3 GeV high-brilliance synchrotron radiation
facility), which began operations in April 2024, and promote its use for the purpose of exploring
technologies aimed at creating innovation.

Yoshifumi Ueno
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Platform for Creating Innovation

A Platform for Creating Innovation Through Co-creation

We have established a company-wide cross-functional structure and platform led by DIG to
promote medium- to long-term business transformation. Activity information from each depart-
ment is input into this platform, which is used to evaluate the information, then formulate and
implement strategies for development, business, and resource shifts aimed at expanding our

DIG (Dexerials Innovation Group)

business portfolio. Marketing team Technology team
The marketing team supporting global development comprises select members from the
Engineering Solution and Marketing Department, who possess the sales and technical exper- New  Glopal Marketing Corporate New
’ Department R&D Division

tise enabling them to ascertain current customer issues, and engage in dialogues with custom-
ers to address future issues, as well as the Global Marketing Department, which utilizes digital

. . . X . Engineering Solution and :

marketing to research and analyze issues facing society and the industry as a whole. Mgarketingg Department Cross ';‘(‘"Ctm" Promg’;{iﬂ’g:ﬁtment

On the other hand, the technology team is made up of a select team comprising the Data Base
Product Development Department, which is in charge of production design and development sk Sales Intellectual Property .
for each business unit, the Corporate R&D Division, which researches and develops technol- 9 departments Department 9
ogies focused on the Mid-Term Management Plan and beyond, and the Intellectual Property Existing elemental technologies x
Department. Existing networks x new domain new technologies x

These teams identify the missing parts essential for realizing technology roadmaps based specialist human resources external co-creation

on strategy, and formulate and implement strategies for development, business and resource
shifts. We are also enhancing our global specialist human resources to acquire business and
technical information in new fields.

Additionally, we are proactively pursuing co-creation with external parties. We are address- External co-creation activities
ing new challenges facing society and industry by incorporating cutting-edge knowledge and Academia, consortiums, strategic partnerships
technologies through efforts to develop new markets leveraging commercial channels and
collaborations with academia.

New business opportunities Technological innovation

Technical Exchange Meetings organizer’s Message } ..................................................................................................................
Fusing All Dexerials Technologies and People to Target “Achieving Evolution” Encouraging Vigorous Interactions Among Employees x
Dexerials holds annual technical exchange meetings with the aim of realizing sustainable growth and creating new from Different Divisions
value through collaborations between technologies and engineers across departments and fields of expertise. Through Technical exchange meetings had been held remotely during the pan-
these meetings, we aim to improve technological capabilities throughout the entire company by bringing together demic, but in 2023, we resumed the face-to-face format, using the newly
internal development results and new knowledge, enabling employees to learn from each other and generate new completed reception building. Further, to ensure employees had the
ideas. opportunity to proactively interact with each other, we introduced new ‘ 7 Iy
The latest development results from each department are presented in the form mechanisms such as interactive poster displays using signage monitors, & ﬁ\ ‘
of a poster session, with employees from different fields who do not normally inter- and video streaming for employees who were unable to attend. ) .
act with each other proactively collaborating and exchanging opinions, providing a | hope that interactions between employees from different depart- Hiroshi Tazawa
valuable opportunity to combine technologies and generate new ideas. Dexerials’ ments facilitated by these meetings will lead to the promotion of innova- Corporate R&D Division
core technology experts also share knowledge from their respective technical fields tion activities and the evolution of technologies throughout the Group. Advanced Integration
and discuss future initiatives. Processes
Through these company-wide activities, we will continue to proactively promote Technology Development
Department

collaboration between technologies and engineers, accelerate technological evolu-
tion, and realize further value creation and sustainable growth.

47 |
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Leveraging Intellectual
Property to Realize
Sustainable Growth

Dexerials Group regards Intellectual Property (IP) as
one of its most important management assets. While
we maintain a cycle of IP creation, protection, and utili-
zation, we also utilize the IP Landscape* to create and
evaluate businesses. At the same time, we are proac-
tively investing in human capital through IP education
for employees and new incentive systems. In connect-
ing technologies and human resources through IP, we
are promoting the resolution of our materiality (key
issues) and supporting value creation and sustainable
growth.

Human
Technology )X Capital

Intellectual Property Strategy

Our IP strategy for the future consists of three stages: “Core
Patent Utilization Strategy”, “IP Co-Creation Strategy”, and
“IP Value Communication (IP-IR) Strategy”.

In stage one, “Core Patent Utilization Strategy”, we aim
to strengthen IP competitiveness by acquiring global rights
for inventions created in each business category.

We also analyze patent scores for each business cate-
gory to optimize our patent portfolio.

IP Strategy Roadmap
New Mid-term Plan (ends fiscal 2028)

IP Value Communication
‘ stage 3 (IP-IR) Strategy

Introduction

In stage two, “IP Co-Creation Strategy”, we work with
other departments to develop IP Landscapes with the aim of
contributing to the creation of new businesses.

In stage 3, “IP Value Communication (IP-IR) Strategy”,
we have been proactively disclosing IP information in accor-
dance with the “Intellectual Property and Intangible Assets
Governance Guidelines,” with the aim of contributing to
corporate value enhancement through IP. The new Mid-Term
Management Plan includes strengthening IP as part of our
approach to technology, which is one of our materiality. As
we promote this initiative, we also aim to improve engage-
ment with stakeholders by
proactively disclosing our N0 HMBH-EBREEE
IP investment status. \i’“ 7 HINF 2RS4

BORWEEN, b bEREM) BT,

IP Landscape Internal Development IP Information
Usage Network

Legal and Intellectual Property Department

Legal affairs

Legal services for each department

P Outside-in
P New business exploration
»> Partner searches

A IP acquisitions| Customer
information | new domain | fornew | technolooy
business | trend surveys

Intellectual Use of
property IP Landscape

P

Previous Mid-term Plan :
ended fiscal 2023 Contribute to enhanced corporate value

‘ Stage 2 IP Co-Creation Strategy

Contribute to new business creation

‘ Stage 1 Core Patent Utilization Strategy

Contribute to strengthening competitiveness of existing businesses

* |P Landscape: A method for strategically analyzing and visualizing IP information and utilizing it
for management decisions and R&D strategies.

CB/

Internal related departments

Technological | Technological
Growth development | development,

Partner and
customer
analyses

strategy

formulation | ,readmap | new product

formulation | development

A4

New business creation
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Global Patent Portfolio Supporting Technological
Originality

To enhance business competitiveness, we are establishing
global-market entry barriers and securing IP rights to real-
ize our business model while ensuring legal compliance. In
recent years, the percentage of foreign patent applications
has risen to 78%, with patents registered globally accounting
for 66% of the total. This percentage is nearly on par with
the global sales ratio of 78.8% in our business (both figures
are as of the end of fiscal 2023), and we maintain a balance
between business and patents.

Moreover, we comprehensively protect inventions gener-
ated throughout our value chain, from development to com-
mercialization (functional materials, devices, manufacturing
methods, etc.).

This approach safeguards our technological originality
and enables us to deliver comprehensive solutions to a
broad spectrum of stakeholders, ranging from direct custom-
ers to end users.

IP Investment-to-Revenue Cycle
We invest approximately 24% of R&D expenditure in IP (fiscal
2023 results). These investments are used to maintain and
strengthen our IP portfolio, as well as for know-how manage-
ment, IP Landscape analysis, IP reward systems, IP educa-
tion, and digital transformations, among other efforts. They are
also the source for creating solutions to address the material-
ity of linking technology and human capital through IP.

Furthermore, since fiscal 2023, we have been publicly
disclosing our analysis of the correlation between pat-
ent scores and EBITDA (earning power), one of our key
management indicators. The analysis reveals that EBITDA
growth trends correlate positively with patent scores (IP
investments). This data supports our value creation narra-
tive: enhanced patent scores created through R&D ensure
the superiority of our own technologies, which then act as a
barrier to entry for other companies, and ultimately lead to
increased sales and profits.

Conversely, any decline in the correlation between patent
scores and EBITDA would signal the need for strategic inter-
ventions, such as patent portfolio review and optimization of
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Correlation Between Patent Scores and EBITDA

(Millions of yen)
10,000 *><: 50,000
) /././7/( o
6,000

IP Investment Combining Technology and Human
Capital to Create Sustainable Innovation

Retaining talent with advanced technological capabilities and
an IP mindset is a key factor for sustainable growth. Based
on our analysis of Dexerials’ inventors over the past 15
years, we concluded that increasing the number of inventors

IP Education Examples

e |P basic training (newly hired graduates
training)

e |P advanced training (young employee and
mid-career hire training)

¢ |P Keynote Session (IP Month 2024)

e L S—— 30000 ; s L L

3 g who file their first patent application after joining the com- “Asahi Kasei Group’s IP Intelligence Activi-

s e i pany is important for creating new innovations. ties: Toward the Sustainable Improvement

QO 4000 g o 20,000 ; ; ; ; ; of Corporate Value” presented by Sakae
Accordingly in 2023, we introduced an incentive system P p y

2,000 10,000

0
2016 2017 2018 2019 2020 2021 2022 2023 (Fiscal year)

2.7 3.2 26 27 3.8 5.8 4.5 4.5

Patent
leverage

-@- Patent score -@- EBITDA

* Patent score = Approximate value using the patent analysis software “Biz Cruncher” (for
Japanese patents)

* EBITDA = Operating Profit + Depreciation + Amortization of Goodwill (excluding the effect of
exchange fluctuations)

* Patent leverage = EBITDA + patent score

our patent utilization strategies.

IP Intelligence Connecting Technology and
Business
We have established a cross-organizational framework for
IP information collection and analysis, conducting proactive
IP intelligence activities centered on IP landscape analysis.
These activities encompass various applications, including:
¢ |P due diligence for M&A and strategic alliance
evaluations
e Business opportunity exploration in collaboration with
new business development divisions
e Support for new market and application development
in partnership with existing business units
¢ Real-time technology trend analysis in coordination
with marketing departments
This comprehensive IP intelligence framework drives
both new business creation and enhancement of existing
operations.

called “First Step Initiative” on a trial basis for first-time
inventors (inventors, including mid-career hires, applying for
their first patent after joining the company). With this system,
we aim to retain and expand our pool of inventors, including
both new graduates and mid-career hires, visualize individual
innovative capabilities, and support sustainable growth.

Through various IP initiatives, we are addressing the
materiality challenges of linking "technology" and "human
capital" through intellectual property. Examples include IP
education, IP incentives, and the promotion of innovation,
and we will consider additional measures as necessary.

By continuously investing in IP education and resources,
we aim to cultivate a growing number of employees who can
strategically leverage IP to sustain and enhance corporate
value.

IP Investment System Combining Technology and Human Capital

IP Keyn()te Addltlonal
I Session ! policy l
(A MNconsiderations)
Mid-career inventors i I
IP advance training

New hires

49 |

IP education

Nakamura (Senior Fellow, Asahi Kasei
Corporation)

Snapshot from the IP Keynote Session

Invention and

Additional
Additional K N

design awards policy.

(IP Month) consideratiogs;

S I II I I I I Fipst-time inventor incentive
First-time inventors { (First Step Initiative) 5
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(Human Resources Strategy) [Interview]

Materiality Strengthening Human Capital (Human Resources Strategy) Technoiogy. ot

uman

Realizing an Optimal Human Resources Portfolio ‘
through Three “People Strategies” Implemented ‘
in Conjunction with Management

Dexerials has identified “Technology” and “Human Capital” as material issues for achieving
sustainable corporate growth. Strategies for the diverse human resources constituting the
source of our earning power are designed in conjunction with business strategies. In this
section, the head of the Human Resources Division, Naoyuki Tsuda, will discuss three
People Strategies and specific initiatives aimed at achieving sustainable growth.

Striving to strengthen human resources,
the source of value creation

In asking ourselves what is important for Dexerials to main-
tain sustainable growth, discussions centered on the Board
of Directors determined technology and human capital to be
material issues. Dexerials creates solutions through technol-
ogy, and in this era of rapid change, we generate value based
on a business model that anticipates customer needs and
leads to proposals. People are at the heart of these efforts,
and employees with a diverse range of specialized skills—in
other words, “human resources” —are our greatest strength.

Without question, people are the key to realizing our pur-
pose. We have newly formulated a purpose, “Empower
Evolution. Connect People and Technology.” as our raison
d’étre. To what degree can we increase the overlap between
what our employees empathize with our purpose, and what
they want to achieve as individuals? And to what degree can
we acquire and strengthen the capabilities of our people,
who are the source of value creation, in conjunction with
future business strategies? These are the two points | place
particular emphasis on as we advance our human resources
strategy as a material issue.

Naoyuki Tsuda

Executive Officer
Human Resources Division Head

In fact, each member of the management team had a
different concept with regard to the meaning of “human
resources.” We held retreats to discuss how we should think
about and position human resources. The Dexerials Way™!,
our group-wide action guidelines, can also be referred to

as “Dexerials uniqueness.” Rather than simply listening to
customer requests, we take a customer-oriented approach
that ascertains potential needs and makes forward-looking
proposals. And, we create value by fully leveraging spe-
cializations. As discussions progressed, these two aspects
emerged as the source of Dexerials’ human resources
unigueness. (17 P.66 Dexerials Way

Human resources are human capital, thus budgets for
acquiring and developing personnel represent investments
rather than expenses. As the quality and quantity of human
resources have a significant impact on the speed of manage-
ment and the achievement of targets, we view the degree to
which we can strengthen human resource capabilities globally
as a critical challenge in terms of achieving the new Mid-Term
Management Plan launched in fiscal 2024 and future goals.

| 50 |
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Backcasting from a medium-term outlook
to envision our human resources portfolio

The human resources portfolio must always be considered

in conjunction with the business portfolio. Our strength lies

in our ability to provide single-source, high value-added
products, such as our Anisotropic Conductive Film (ACF), for
which we have the top global market share*2. These prod-
ucts were developed by highly specialized employees who
identified potential needs through customer dialogues and
then made continuous improvements using various technol-
ogies. Dexerials’ businesses are divided into four quadrants,
“existing technologies and new technologies,” and “existing
domains and new domains.” The consumer IT products
business is an area where we use existing technologies in an
existing domain. In the automotive business, we are taking on
challenges in a new domain utilizing existing technologies. The
photonics business is a new area, both in terms of technolo-
gies and markets. In other words, we must identify the tech-
nologies and human resources required in all four quadrants,
then acquire and develop the appropriate human resources.

Based on this approach, we have set out the following three
people strategies for sustainable growth. The first is to
develop a human resources portfolio. We envision what the
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(Human Resources Strategy) [Interview]

B Dexerials Business Mapping

Photonics
(high-speed
communications, sensing)

Qualitative
strengthening of
existing domains

[New

technologies] Business portfolio
expansion by acquiring
new technologies and
entering nTw domains

b  Consumer IT products

o Business portfolio expansion
[Existing g4 by driving existing technologies

technologies] into new domains
e

[Existing domains]

[the growth domains]

business portfolio should be in the mid-term vis-a-vis busi-
ness strategy, then backcast to anticipate when, where, and
what type of human resources will be needed. As there are
limits to the speed, quality, and quantity of growth we can
achieve on our own, we will further promote collaborations
with external parties to achieve inorganic growth utilizing
external resources.

Second, to develop a human resources portfolio, we must
design a common global infrastructure, language, and sys-
tem. In addition to the job-type personnel system, in 2024, we
introduced a global personnel system encompassing all affili-
ated companies and employees inside and outside of Japan.
With this system in place, talented and motivated human
resources will choose to work at Dexerials, enabling us to
grow as an organization that develops personnel internally.
[11 P.66 Global expansion of the job-type personnel system

The third strategy, is to become a company that is agile,
passionate, and encourages people to take on challenges.
To foster an environment where everyone feels empowered
to embrace new challenges, we will establish an in-house
recruitment system for employees who want to transcend
barriers and take on new roles or ascend to higher positions.
We will also facilitate a borderless environment enabling
employees to move more freely between Japan as well as
other countries and regions.

Promoting human resources acquisition
and promotions to strengthen
technological and marketing functions

With regard to acquiring and promoting human resources,
we are considering what kind of human resources portfolio
is required to realize our ideal business portfolio for 2030.
We are identifying areas in need of reinforcement in our
technology, manufacturing, development, and sales divi-
sions. Specifically, we want to focus on strengthening human
resources with expertise in semiconductor technologies for
the new photonics field, and those who can enhance our
global marketing functions. We recognize that photonics,

in particular, is in a phase where we must move quickly

to secure and promote talent from within and outside the
Company. To bolster technologies, including photonics, we
are increasing the number of new graduate and mid-career
hires, with plans to hire more than twice the number of engi-
neers in 2024 compared to 2023. Outside Japan, we are
moving away from a sales-based approach and stepping up
engineering marketing efforts so that we can ascertain and
quickly respond to local development needs.

At present, global engineering employees account for around
40% of our human resources portfolio, and we plan to
increase this to over 50% by 2028, the final year of our new
Mid-term Plan.

Implementing various measures to
promote digital transformation and
diversity, and enhance engagement

The promotion of digital transformation (DX) is critical for
Dexerials, and we are implementing programs to promote an
understanding of digital technologies among all employees
from a human resources perspective. In terms of education,
we place emphasis on proactive learning and self-develop-
ment, and have expanded employee learning opportunities
through the provision of e-learning and training on a variety
of skills. At the same time, in addition to conventional training
for the upper tier, we are expanding education for the middle
tier and practical opportunities for growth in an effort to create

a pipeline to leadership. (11 P.67 Human Resource Development

L5t |
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We are also proactively engaged in promoting diversity.

Our direct customers and end customers are often based

in different countries, and up to now, engineers in Japan
have been traveling to various countries to provide sup-

port. However, as rapid decision-making and responses are
required, we proactively recruit and employ local foreign
talents to facilitate prompt support. Going forward, it will be
essential to further raise the level of participation by a diverse
range of human resources that include foreign national
employees, as well as women, seniors, and younger gen-
erations. We will also strengthen efforts to hire more female
employees. (11 P.69 Diversity

We are working to improve engagement, as it is directly
linked to the amount of value a company creates.
Specifically, we place emphasis on creating an environ-
ment in which employees can grow. We are working from
both top-down and bottom-up perspectives to reduce the
distance between management and employees, as well as
to strengthen collaborations among teams. We have also
introduced an Employee Stock Ownership Plan (ESOP) in
Japan, as we encourage our employees to gain a sense of
participation in management decisions. We aim to be a com-
pany held in high esteem by society, where employees can
actively participate by taking an interest in management and
increasing their engagement, placing value on health and a
sense of fulfillment rather than merely the achievement of
economic value.

[11P.66 Enhance employee engagement, Employee Stock Ownership Plan (ESOP)

What is truly important for Dexerials is to ensure that our
company is well understood by a wide range of stake-
holders, including not only investors but also prospective
employees. By raising awareness, we hope to foster greater
empathy with us, leading to encounters with new talent. We
will work to enhance our appeal from a human resources
perspective so that as many stakeholders as possible find
value in our company.

*1 The Dexerials Way is an action guideline that defines expected behaviors of each
employee based on global competencies to resolve social issues with unique
Dexerials solutions and continue creating value.

*2 The 2023 share for amount of ACF for large-sized and small- to medium-sized
displays according to the “Current Status and Future Outlook for Display-related
Markets 2024” issued by Fuji Chimera Research Institute, Inc.
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Accelerating .Change Through
Digital Transformation (DX)

We view DX as the key to corporate innovation and strength-
ened competitiveness. We will make maximal use of the
power of digital technologies to respond to the changing mar-
ket and meet customer expectations. Furthermore, rather than
merely introducing technologies, we will instill a digital mindset
in our organizational culture to encourage all employees to
generate innovative ideas, and facilitate rapid decision-making
by management.

Basic Policy and Approach to DX

v

Basic Policy for DX

All employees will utilize digital technology and data to
change their own work and business to

create products and services that have never existed
before, and take on the challenge of solving

social issues through the evolution of digital technology.

In line with the DX basic policy, all employees are working as
one to promote business and operational transformations to
ensure Dexerials is a company that is able to achieve sustain-
able growth.

Business Transformations

By accurately ascertaining customer needs and matching
them with the technological elements we possess, we can
propose services more quickly. We aim to contribute to the
resolution of a wide range of social issues by creating new
added value that meets customer expectations.

Introduction

Strengthening competitiveness through the
global sharing of information

Value Creation Story

We utilize a customer management system to ascertain trends
in customer needs obtained through sales activities. We are
also creating a management platform linked to market research
that includes market information. Further, the use of Al to match
internal technologies and resources with customer needs will
make it possible to identify opportunities to develop new prod-
ucts and services in anticipation of social demands.

This will strengthen cooperation between the sales and
development divisions, enabling us to quickly turn ideas into
reality. By seamlessly integrating supply chain information, from
order receipt to production and sales, we aim to accelerate
decision-making and enhance our competitiveness, strengthen
collaborations with global stakeholders, and provide products
and services that exceed customer expectations.

Operational Transformations

We aim to improve operational efficiency and speed by stan-
dardizing and digitalizing supply chain and engineering chain
processes. We will also create an integrated data platform

Steps Leading Toward DX

Business transformations
Customer value creation /
Sales expansion

Value Creation Foundation for

Strategy Value Creation Data Section

that centrally manages digitized data, enabling data-driven
management and decision-making based on data utilization,
which in turn will strengthen corporate competitiveness.

Utilizing Al to enhance operational efficiency
and quality
Rapid advances in digital technologies represented by genera-
tive Al are poised to bring about major changes in workstyles.
Since 2020, we have been creating a system for the develop-
ment of in-house applications using agile methods (a rapid
and flexible approach), and have promoted operational stan-
dardization and systematization, and the digitization of internal
information. This is leading to the creation of an environment in
which internal and external information can be utilized efficiently,
including the use of Al-powered interactive searches and brows-
ing, as well as text-based summaries and document creation.
Currently, over 200 business applications are in operation,
contributing to tens of thousands of hours of efficiency and
improved work quality. By staying attuned to advances in tech-
nology and actively adopting and adapting new technologies, we
aim to strengthen our operational foundation.

Operational transformations
Productivity improvement /
Efficiency enhancement

Evaluation metrics:
DX promotion indicators

°o Step 3 Creation of new business to deliver new added value to
o customers
* Data collaboration with customers and suppliers to create new added value
* Becoming a solutions supplier
"/

Step 2 Intelligent management

* Speed up decision-making and risk responses by enhancing the control of man-

agement information
* Promoting data-driven management based on data
Suppliers m Digital platforms

A Customers

¢ Achieving efficient operations with common platforms for SCM* and ECM*
¢ Improving the speed of development, production, and sales through seamless
collaboration

* SCM: Supply chain management ECM: Engineering chain management

|52 |
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DX Promotion Structure
In line with growth strategies, the DX Promotion Department

Introduction

Image of 7 DX Human Resources

visualizes overall DX promotion and promotes company-wide
DX measures while maintaining effective IT governance. Each

Management

Producer
(Project Leader)

business division has a person in charge of leading DX, who
works with the DX Promotion Department to propose mea-
sures and formulate implementation plans.

Business

. Designer
Human Resources Development for Promoting

Transformations

To promote digital transformations, we are focusing efforts
on building a strong corporate culture where all employees
can proactively drive transformations. To achieve sustainable
growth amid increasing uncertainty in the external environ-

ment, it is important that all employees have the ability to go Image of DX

Human Resources

Business
Change
Consultant

Data

Scientist S

DX Utilizers (All employees)

Specializations

beyond their own duties and lead overall business.

Fosters an organizational transformation
mindset as a change leader

We have defined our ideal image of DX human resources Management
and created a curriculum to develop human resources in
accordance with seven specializations. In addition to providing Producer

training that is useful in the execution of work duties, we have e e Lzzdle

also launched the “D-academy” e-learning service, which is
open to all employees with the aim of enhancing skills and
promoting transformations in DX awareness.

Our goal is to enhance digital literacy across all employ-
ees, with approximately 10% expected to gain advanced
expertise as specialists capable of acting as promoters within
each functional organization by 2026. Ultimately, we strive
for DX talent, cultivated within a corporate culture capable of
digital transformation, to accelerate the creation of customer
value.

We will continue to strengthen human resources develop-

Business Designer

Business Change
Consultant

Data Scientist

Engineer

DX Utilizers
(All employees)

Conceptualizes overall projects, drives them
to success

Proposes new businesses and operational
process transformations

Identifies current business issues and pro-
poses digital solutions

Sets goals for data analysis, analyzes results,
and provides suggestions

Possesses IT knowledge and promotes the
introduction and construction of systems
both internally and externally

Uses digital data to implement DX

ment to promote DX while advancing measures that empower
all employees to drive digital transformations.

(fiscal 2023)

[Yacademy

(fiscal 2023)

' Digital literacy training D-academy
DX Basic Course participation rate:

(Average of other companies : 40%)*

Average hours of study per employee

(Average of other companies: 19 hours/year)*

> 95y
» 27.87a

* According to a survey by an educational content provider
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DX-ADVanCE Exchange Meetings

Promoting and Accelerating the
Company-wide Sharing of DX Activities

Dexerials holds “DX-ADVanCE exchange meetings” in which all
employees participate to share digital business reform methods and
results from throughout the Company and invigorate DX activities.

Since our founding in 2012, we have been promoting ADVanCE
activities* as company-wide site improvement initiatives. Starting
from fiscal 2023, we have updated these company-wide activities
focusing on DX events.

At exchange meetings, six internally selected speakers give
presentations and discuss DX themes, and there is also a panel
exhibition by the development and back-office divisions. Through
the lively exchange of opinions among the 20 specialists attending
this event, the entire company, watching remotely, gains insights
into how DX is applied across a wide range of fields, thereby
improving employees’ DX literacy and accelerating DX activities.

* ADVanCE activities: All Dexerials Value and Creativity Empowerment

[ Organizer’s Message } ...........................................................

Expanding Perspectives and Collaborations
through Exchange Meetings

| am in charge of promoting DX in the
Development Division. At the exchange meeting,
| presented our efforts to build a compounding
database and accelerate the development of
new materials by utilizing our accumulated
compounding data. Each presentation offered Optical Solutions

a different perspective on resolving issues, Business Unit
which enabled me to learn new points of view. product Development
The exchange meeting also created more Department
opportunities to interact with DX promotion

representatives from other departments, giving me a real sense of

our growing community. As | continue working to accelerate the
development of new materials, | have come to realize that promoting
DX is not something that can be achieved by one person alone.
Looking ahead, | hope to drive transformations through dialogues

and collaborations with a diverse range of people.

Yoshiro Takada
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Il Sustainability Management

Through the pursuit of sustainability unique to Dexerials,
we seek to contribute to the realization of a prosperous
and efficient society while achieving our sustainable
growth and enhancement of our corporate value.

Message from
the Executive Officer Responsible for
Sustainability Management

Kouji Yamagishi
Executive Officer
Sustainability Promotion
Division Head

W

Realizing a “Smart World” through our materiality:
Technology and Human Capital

“For Dexerials, sustainability is essentially equivalent to the
Company’s purpose.” This is the conclusion we reached
through discussions by our management team.

Our purpose can be interpreted in both the present tense
and the future tense. A sustainability-minded perspective
is represented in the future-tense aspect of our purpose, in
other words, "what we want to be”. More specifically, we
envision in a future society the further evolution of digital
technology. With the understanding that such a society
embodies a welcomed social structure that is more efficient
and prosperous than the one we have today, we have deter-
mined that focusing on that domain is the right direction to
demonstrate our corporate value (our term, “Smart World,”
encapsulates this concept).

To realize our purpose, we must expand the Company’s
business portfolio while vigorously promoting its business

Introduction Value Creation Story

model. The driving force behind this effort will be our mate-
riality: technology and human capital. In the value creation
process highlighted in this report, we have brought to the
fore the elements unique to Dexerials in the fields of technol-
ogies and human resources.

We believe that to have this value creation process function
uninterruptedly, repeated trials and errors in various actions,
including the demonstration of strength, challenge, change,
and creation, are essential. This is illustrated in the diagram
below (see diagram at lower right).

Achieving sustainable growth and enhancing corpo-
rate value while balancing economic and social value

Next, in terms of the actual operation of our sustainability
promotions, we fundamentally updated the previous CSR
Policy, re-establishing it as our Sustainability Policy. The
“creation of economic value and social value through busi-
nesses” is the central theme of this policy as we look toward
the realization of our purpose. The policy is structured in two
stages, the first being the positioning of materiality at the
center of our pursuits, and the second
being the identification of ESG Key
Issues as our responsibility to meet
societal demands (address potential
management risks).

1 P.56 Materiality and ESG Key Issues

| would also like to add that the
essence of the previous CSR policy is
incorporated into our Code of Conduct,
and the ESG Key Issues introduced at
this time are centrally covered in the
Sustainability Policy.

1 P.55 Sustainability Policy

Strengthen the
business model
(Design-in / Spec-in)

<Source of our value creation>

In alignment with this direction, sus-
tainability-related strategic targets
have also been added to the Mid-Term
Management Plan 2028 “Achieving

(incl. intellectual
property)

Connect People and Technology.
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Create unique and
highly value-added
products and solutions

Empower Evolution.
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Value Creation

Value Creation

Strategy Data Section

Evolution.” We are committed to following up on our perfor-
mance on this front.

11 P.83 Performance-linked Compensation

We have completed the initial phase of establishing the
framework for sustainability management. In other words, we
have finished the launch phase as a company and are now
entering the implementation phase. We intend to put things
into action alongside the implementation of our new Mid-
term Management Plan. We will make our utmost effort to
“achieve evolution” while focusing firmly on our purpose.

Sustainability Promotion Team

Kogusuri Imai

Yamagishi Yamada

Smart World

Business portfolio
expansion

Sustainable
growth

Create economic value
and social value

<What we want to be >

Realization of
our purpose
Contributing to

the realization of a
Smart World
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] Promoting Sustainability
We are promoting sustainability by setting forth the Sustainability Policy and identifying important company-wide issues Vv
and ESG-related key issues as we pursue sustainable growth and the enhancement of corporate value. We have also built Dexerials Group Code of Conduct

a cross-divisional framework for the promotion of sustainability.
1. Basic policy
1) Implementation of management philosophy

Q)
. . - . (2) Compliance with laws and rules
Dexerials Group Sustainability Policy (3) Relationship with stakeholders
)

4) Use of Compliance Hotline

4

At Dexerials Group, we define our raison d’étre (purpose) in society is to provide essential materials, devices,
and solutions that support the evolution of digital technologies, enhancing societal efficiency. By addressing
social issues, we aim to expand our business and contribute to the realization of a sustainable society.

We believe that consistently achieving sustainable growth and enhancing corporate value toward this purpose
while balancing economic and social value is the essence of the sustainability that Dexerials aspires for.

2. Conducting business with integrity and fairness
(1) Trust of customers and trade partners

(2) Product safety

(3) Fair competition

(4) Fair procurement activities

(5) Compliance with import and export laws and regulations
(6) Restrictions on gifts and entertainment

)

@)

1. Value creation through businesses 2. Building the foundation for value creation R ds and
Rooted in our corporate vision “Value Matters,” we aim We will sincerely address our ESG Key Issues to support 8 Pf(fr:{)itsioinofregfstial conflicts of interest
to contribute to the realization of a prosperous and effi- value creation through business activities while reducing P
cient society by constantly providing unique and highly potential business risks. At the same time, we will seek 3. Sound work environment
value-added products and solutions that are indispens- to help realize a sustainable society and enhance our (1) Work environment which allows self-fulfillment
able to the evolution of technology, balancing both eco- corporate value. (2) Equal employmen? opportunities
nomic and social value. (3) Sound labor practices
(4) Prohibition of harassment

For this, we will combine our business model,
which is our strength, with various technologies that 4. Management of assets and information
are the source of our value creation. In this way, we will 1) Prohibition of private use of company assets
strengthen technology for developing unprecedented 2) Intellectual property

Q)
products and solutions and human capital for creating @) Mangggment Qf <.:onf|dentl|al information
new value (4) Prohibition of insider trading
' ©
©®

5) Personal information
6) Relationship with the media

5. Being a good corporate citizen
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Dexerials’ Materiality and ESG Key Issues

Amplify Positive Impact (Provide Value)

Materiality initiatives

Important issues for strengthening our business model (ensuring that Dexerials remain indis-

pensable for technological evolution)

» Human Resources Strategy
— M P.50

» Personnel System for
Sustainable Value Creation
— M P.66

» Human Resource
Development

» Technological Strategy
— 1P.44

» Innovation — P
» Leveraging Intellijc:u‘?l TGChnOIOQV X Human

Capital

Property to Realize
Sustainable Growth
— P48

Initiatives on ESG Key Issues

Important non-financial issues in line with the impact of overall corporate activities on society and
businesses (important fundamental issues for ensuring that Dexerials consistently gain stakeholders’
trust and confidence as an indispensable partner).

— M P.67

E: Environment S: Society G: Governance

Promoting active
involvement of diverse
human resources;
compliance to
international human
rights principles
Improve ratio of female man-

agers; promote human rights
awareness and due diligence

Corporate governance

Maintenance and enhancement
of the management system;
Evolution of corporate gover-
nance toward greater effective-
ness and transparency

Addressing
climate change
Reduction in CO2 emissions

Compliance

Compliance with laws and reg-
ulations and penetration of the
Code of Conduct

Resource recycling

Reduce waste and use
resources efficiently Employee health and
safety
Health and productivity manage-
ment; Strengthening occupa-

Risk treatment
Strengthening information secu-

. tional safet rity and BCP
Pollution control ional safety
Reduction of Product qualit :
environmental incidents g y Supply chain

Maintainance and improvement

f Supply chain management
of product quality

Control Negative Impact (Reduce Risks)
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The Process of Identifying Materiality

The members of the Board of Directors conducted a series of discussions on the theme
of “sustainability management unique to Dexerials in an era of VUCA.” Based on such
discussions, we identified materiality —technology and human capital—as our important
issues as we contribute to the realization of a prosperous and efficient society while simul-
taneously ensuring economic value and social value.

Furthermore, we also incorporated materiality into one of the basic policies of Mid-
term Management Plan“Achieving Evolution” (hereinafter, new Mid-term Plan), namely the
“evolution of the management base.” We then began taking action, setting a target for our
sustainability strategy (a key performance indicator for technology and human capital).

We intend to strengthen investments in technology and human capital for the future,
evolve into a company that can achieve differentiation through its technologies and the
human resources that support such technologies, and thereby work toward further growth
and the enhancement of corporate value.

The Process of Identifying Materiality
The members of the Board of Directors (including all outside directors) conducted
discussions on the theme of “sustainability management unique to Dexerials in an era
of VUCA.” (Fiscal 2022)

(Summary)

@ The evolution of digital technology is essential for resolving more social issues in the future.

@ In a society that is becoming increasingly digitalized, Dexerials’ raison d’étre is to contribute
to the realization of a prosperous and efficient society by creating materials and devices that
are indispensable to the world and irreplicable by other players while simultaneously ensur-
ing economic value and social value.

@ To this end, we must enhance our business model (our strength) rooted in the corporate
vision of “Value Matters.”

The same members as the above engaged in more in-depth discussions on the most
important issues for enhancing the business model and ensuring business continuity.
The members identified technology and human capital as the source of our continued
value creation and agreed to establish them as our medium- to long-term materiality.

(Conclusion)

@ 1In identifying the business domains where we can contribute toward the resolution of future
social issues, we concluded that acquiring the necessary technologies and strengthening
our human resources so that they can create new value from such technologies are the most
important issues toward sustainable growth and enhancement of corporate value.

We incorporated technology and human capital into our important issues and targets
for non-financial investments under new Mid-term Plan.

The Board of Directors set forth the sustainability strategy targets, among other
items. In addition, upon revising the executive remuneration system, the sustainability
strategy targets were adopted as one of the metrics for determining officers’ perfor-
mance-linked compensation.

- Hi
Materiality (G @it >
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The Process of Identifying ESG Key Issues

The ESG Key Issues were identified in 2024 from a medium-
to long-term perspective, based on our Sustainability Policy
and for the resolution of external diseconomies (social
issues). As a global company, we comprehensively consid-
ered international rules, standards, and guidelines, along
with the requests from progressive customers and external
evaluation agencies of various countries, as well as the

The Process of Identifying ESG Key Issues

Extracted and reviewed potential issues from the society’s viewpoint

(external perspective)

Step 1 Step 2
Created a long list Narrowed down
9 the long list
Long list
Global international e
standards and ‘3“59""
industry-wide guidelines Ee S
[ 2N ]
1S026000 Narrowed down the  Extracted
GRI B oo issues from society’s results
a a L viewpoint (external [ I )
Guidelines e oy, perspective)
an,
OECD ® O 9 o o0
Guidelines L ESG External o o
evaluation
e o . agencies e
Industry-specific e Focus ¢ e
guidelines o0 domains of e o
RBA Code of PP disclosure oo
Conduct Risk a0 standards o0
g (SASB)
Y e
Domestic and nt
industry-specific [ J
guidelines
JEITA oW
Guidelines poo®
o0

Consolidated
and reorganized

Introduction

consistency with our purpose and growth strategy.

At the start of the review process, 42 issues were
extracted. After repeated reviews from diverse angles (men-
tioned above), they were narrowed down to 13 issues. Much
like the Mid-Term Management Plan, KPIs and targets were
set for fiscal 2028 based on our managements’ decisions.
Accordingly, initiatives have been launched with the aim of
accomplishing such targets.

Reviewed and examined internally from
an expert perspective

Step 3

Identified ESG Key Issues

Customer Requirements, Purpose & Growth Strategy,
and Business-specific Sustainability Policy

Key Sub-
issues items Sub- Project
items themes

* Broke down the
project themes
* Conducted +

scoring
* Determined the
priority levels +

the issues

$oe888

Assessment by
ESG external evaluation agencies

T
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Sustainability Promotion System

We pursue and promote sustainability initiatives unique
to Dexerials, with the Representative Director and Chief
Executive Officer leading our efforts, and the Executive
Officer in charge of Sustainability Promotion directing.

To drive actions collectively as a group, we have in place
the Sustainability Working Group (WG), which brings together
the related departments. There, we invite external lecturers
to confirm societal trends. We also hold cross-divisional
discussions on the progress of activities for which we strive
to accomplish the KPIs and targets set per each of our mate-
rialities (important priority issues) and ESG Key Issues.

Individual items of importance pertaining to sustainability
promotion are reported and discussed at the meetings of the
Board of Executive Officers and the Board of Directors as
appropriate and are reflected in the formulation and execu-
tion of management and business strategies.

Sustainability Promotion System

Board of Directors

Representative Director

Executive Officer of
Sustainability Promotion Division

Sustainability WG Secretariat

Sustainability Working Group

Environment /
Disaster prevention

Manufacturing /

HR and labor Quality / Procurement

IR/ Information

Governance ESG promotion systems

Compliance
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ESG Key Issues
We pursue sustainability unique to Dexerials and seek to contribute to the realization of a prosperous and efficient society while
achieving sustainable growth and enhancement of corporate value.

4
Our Basic Approach to the Promotion of ESG Key Issues
(ESG initiatives unique to Dexerials and essential to further growth and corporate value enhancement)

The Dexerials Group intends to work on its medium- to long-term ESG key issues based on the following approach, in line with the Sustainability Policy. Accordingly, we will
engage in thorough communication with our business partners, focusing on coexistence and co-prosperity, and contribute to the realization of a sustainable society for the
entire value chain, premised on the resolution of external diseconomies (social issues).

® Many of our products are highly value-added products that meet the needs of society. ® As we seek to boost the vitality of every employee and expand opportunities for their
They thus tend to be single-source products whose quality and stable supply must be endeavors while operating our businesses globally, we will press on with our initiatives
maintained without fail. As such, we will thoroughly comply with laws and regulations for health and productivity management, respecting the human rights of all stakehold-
and take measures to address various risks related to business continuity (occupational ers, promoting active involvement of diverse human resources, and supporting our
safety, quality, BCP, information security, etc.) and thereby build a solid business foun- employees in maintaining sound mental and physical health.
dation while reducing potential financial risks. In our responsibility as a global company,
we will reduce the environmental impact of our business activities and promote a circu- ® Our top management will seek to clearly determine the direction of business manage-
lar economy. At the same time, we will work to improve energy efficiency and produc- ment in the VUCA era, maintain and improve our management system that underpins
tivity through the adoption of smart factories, and contribute to the decarbonization of speedy and bold decision-making (risk-taking), and continuously work on the evolution
society. of corporate governance toward greater effectiveness and transparency.
ESG Key Issues Issues and Initiatives Improvement Drivers (FY2024-2028 KPlIs / Targets) Reference
zc e CO2 emissions (Scope 1 and 2): -38% versus FY2019 in M P.62 Information Disclosure
c%-% o Reduction in supply chain emissions . 5\82028. . S 3): Set reduction t © and rod gzzi?n?:;g:t:i)ons
Climate change Reduction in CO: s T Rk 2 emissions (Scope 3): Set reduction target and reduce  Recommendations
tmg[xovr? energy_e iciency da?h prg ut(? Vi yf Energy productivity (Net sales + energy used): (P62 Information Disclosure
gh energy-saving and the adoption o 1 5x versus FY2023 in FY2028 Based on TCFD
3 smart factories Recommendations
e M Ul i -l i i Ll I} R N e ——
Resource recycling é Resource recycling Reduce waste and use resources efficiently : E:trgglri];ﬁgfhgaqviv:;t?eg;/scrl)i?]zegyi;?:?;ﬂlia()s'feo/;Iggtliiss I P.61 Resource Recycling
S o Y e e
o

Practice strict compliance with
environmental protection laws and
regulations

Reduction of
environmental incidents

Violation of environmental regulations: None (every fiscal

year) 1 P.60 Pollution Control

Pollution control

| 58 |
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ESG Key Issues

Issues and Initiatives

Improvement Drivers (FY2024-2028 KPls / Targets)

Reference

()
O
c
©
c
S
()
>
[°]

()

£ | Promoting active Siversitvl | o of formal
o . .
A 2 | involvement of diverse | [Diversity] Improve ratio of female managers | 0, o higher in FY2028 (11P69 Diversity
Diversity and 2 . (in Japan)
respect for 3 humar] resources;
human rights > COMPIANCE TO
§§ |nternat|9na}l human [Human rights] Promote human rights awareness and due diligence based on our human rights policy 1 P.70 Respect for Human Rights
@° | rghtsprinciples | T
Health and productivity FY2030: Steady improvement based on the roadmap [ P.72 Health and Productivity
EmploveaneainGng management Create an environment where employees can ’ Management
P ysafet E """""""""""""""""""""""""""""" continue to work safely, maintaining SOUNM |- - oo
Y € | Strengthening mental and physical health Major disasters, equipment-induced disasters: None (every )
5 . fi | M P.73 Occupational Safety
2 | occupational safety iscal year)
s PP
o]
© | Maintenance and ) ) ) .
) . Provide Dexerials Group products that are Occurrence of serious quality problems: )
Product quality improvement of high-quality, safe, and reliable None (every fiscal year) [OP.75 Product Quality
product quality
o Maintenance and Discussions on skills matrix for our vision of ) ﬁ]’ig:lljigfsvs'?g\ésporgézz;k”IS matrix and implementation of
£ enhancement of the the ideal Board of Dlrgctors; implementation (2) Discussions on the skills matrix and monitoring of the 00 P.78 Corporate Governance
T | management system management succession succession plan
Corporate = N SRttt e
C
overnance g | Evolution of corporate - . . ' . :
9 2 overnance towgrd (1) Steadily implement and improve the evaluation of Board of Directors’ effectiveness (every fiscal year)
S 9 t fecti d (2) Consistently maintain a highly transparent determination process for the executive remuneration system 1 P.78 Corporate Governance
greater efiectiveness an and implement system review by the Remuneration Committee
,,,,,,,,,,, S D Oy e
E Compllancg with laws Strictly maintain zero tolerance of serious violations of laws and regulations, including violations associated (11 P88 Compli
. § | and regulations and with the prevention of bribery and other corruption (every fiscal year) 66 Lompliance
Compliance ‘s | penetration ofthe | T
S | Dexerials Code of I i i Wi i
5] . mproving scores in the group-wide survey on compliance )
O | Conduct Improve employee awareness of compliance awareness 1 P.88 Compliance
ko] .
& Strengthening . S Major security incidents: None (every fiscal year) mp.o2 Surengthening Information
Risk treatment g | information security Prepare for the risk of dealing with significant |~~~ " 0 S eourtty
2 environmental changes Development and operation of a business continuity plan i inui
S Strengthening BCP p P Jity plan (0 P.92 Business Continuity Plan
o that adopts an all-hazards approach to counter diverse risks (BCP) Initiatives
Work with suppliers and have the entire
. Supply chain supply chain fulfill its social responsibilities ) . )
Supply chain management regarding the global environment, human CSR procurement assessment: Average score of 3 or higher 0 P.93 Supply Chain Management

rights, labor, and other matters

|59 |

Z‘ 2023 Performance of CSR Targets (KPIs)
based on previous materiality
For more details, please refer to our website.
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Introduction

(Environmental Management / Pollution Control)

" .

The Dexerials Group has established its Environmental
Philosophy and Principles, based on which it implements
environmentally conscious initiatives in all of its business
activities.

Environmental Philosophy and Principles

4

Environmental Philosophy

We, under our corporate vision of “Value Matters Unprecedented
innovation, unprecedented value.”, implement business that
leads to new values and activities which, in turn, contribute to
environmental conservation, with the perspectives of environ-
mental consciousness and resource recycling that ensure sus-
tainability of all global ecosystems, societies, and the corporation.

4

Principles

We promote environmental management, and each one of our
employees uses, to the full, technologies and skills toward its
realization. We will continue to be a company respected and
trusted by society, by achieving targets in a systematic manner

1. We actively pursue environmental business opportunities and
continuously develop and provide environmentally conscious
products.

2. We use energy and resources efficiently, and widely apply
productivity improvement methods and recycling-based
operations.

3. We enhance environmental risk management and the flow
management of chemical substances, thereby striving to
prevent pollution.

4. We understand and comply with international and national
laws, ordinances, regulations, etc. concerning environmental
conservation.

5. We contribute to raising environmental awareness and
improving professional standards, and to human resource
development, through business practices, education, and
corporate communications.

6. We, as a member of the society and the local community,
promote environmental conservation, cooperation, and
communication activities.

7. We strive to maintain and improve institutional infrastructure
to promote activities, active interaction and sharing, and the
management system.

and making continuous improvements in all of our business fields.

Environmental Initiatives

In all our corporate activities, we are making the utmost effort
in areas such as CO2 emissions reduction, effective use of
resources, proper disposal of waste, and water conservation.
Particularly for climate change, we have set a target for fiscal
2030 and are taking various actions to reduce environmental
impact.

Environmental Management System

The Group has built an environmental management system
that encompasses both domestic and global operations.
Under the supervision and management of environmental
managers, environmental activities are being deployed
throughout the Group that take into account the differences
in the various products and equipment at each business site.
Also, our manufacturing sites have obtained 1ISO14001
certification.

1SO14001 Certification Status

Environmental
management Organization
system

Headquarters and Tochigi
Technology Center

Kanuma Plant No. 1
Kanuma Plant No. 2
Tagajo Plant

Eniwa Operation
Kamisunagawa Operation
Tome Operation

Dexerials Corporation

ISO
14001

Dexerials Photonics Solutions
Corporation

Dexerials (Suzhou) Co., Ltd.

Environmental Targets

To realize a sustainable society, we have set a fiscal 2030
target of reducing Scope 1 and 2 emissions by 46% com-
pared to fiscal 2019, and achieving zero Scope 2 emissions.
Additionally, as annual targets for our environmental activ-
ities, we are also committed to continuing to maintain zero
environmental accidents and zero violations of related laws
and regulations.

Environmental Philosophy Compliance to Laws and

7| and Principles Tl W 7| Regulations
For more details, please refer to our website. For more details, please refer to our website.
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. Pollution Control

Pollution Control Initiatives

For water and air pollution control, the Group’s manufactur-
ing sites have in place systems for ensuring strict compliance
with legal limits and detecting abnormalities at an early stage
through continuous monitoring.

Water Pollution Control

Regarding wastewater from our sites, we maintain voluntary
management standards that are stricter than the legal limits
stipulated in laws and prefectural ordinances. At the same
time, we have in place a centralized monitoring system with
functions to detect abnormalities so that leakage outside our
premises can be prevented.

Air Pollution Control

Regarding air pollution control, we carry out statutory inspec-
tions and measure emissions of the boilers emitting sulfur
oxides (SOx) and nitrogen oxides (NOx) as well as the equip-
ment emitting volatile organic compounds (VOC), all of which
we meet the standards. Moving forward, we intend to further
reduce environmental impact through efforts such as switch-
ing the boiler fuel from heavy oil to gas.



https://www.dexerials.jp/en/sustainability/envi/manage.html
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(Chemical Substance Management / Resource Recycling)

Chemical Substance

Management [ESG Key Issues
Since the Dexerials Group uses a number of chemical sub-
stances in its products and product manufacturing processes,
we implement chemical substance management to minimize
risks and effects on people’s health and the environment.

Chemical Substance Management System

The Group believes that thorough compliance in the manage-
ment of chemical substances is indispensable to the continued
provision of safe and secure products to our customers in the
future. To put this belief into practice, we have established and
operate the Chemical Substance Management Committee,
consisting of members from all divisions that are involved from
the introduction of raw materials to product shipment. To ensure
the proper management of chemical substances used in the
Company, this committee shares information and considers
responses. In fiscal 2023, this committee met every month to
share the latest legal information and discuss responses.

Responses to Laws and Regulations Relating to
Chemical Substances

We investigate, check, and comply with regulations ranging
from the purchase of raw materials to product design, manu-
facture, distribution, import and export, etc., to ensure that the
Company responds appropriately to chemical substance laws
and regulations™ in Japan and other countries, such as the
Act on the Evaluation of Chemical Substances and Regulation
of Their Manufacture, etc., and EU REACH Regulation.
Although imports and exports of chemical substances into

or out of Japan and globally may require procedures such as
notifications and registrations, we respond appropriately to
such regulatory requirements through local sales or manufac-
turing subsidiaries or consulting companies.

*1 Act on the Regulation of Manufacture and Evaluation of Chemical Substances

Initiatives Associated with Chemical Substances

The Group bolsters the management of chemical substances
by educating its employees and assessing the risks thoroughly.
We use a system to manage chemical substances and con-
sistently operate such a system to ensure compliance with the
rules and regulations and, in turn, the safety of our employees.

B Resource Recycling GI=mED

We are working to achieve a circular economy through
resource recycling, which involves waste reduction and the
effective use of resources.

Basic Approach

Environmental challenges facing our society, such as climate
change, resource depletion, and loss of biodiversity, are
becoming pressing issues on a global scale. Against this
backdrop, there is a growing emphasis on the introduction
of a circular economy that promotes efficient and lasting
use of resources and thereby minimizes waste generation.
The Group will promote a circular economy through the
effective and efficient use of limited natural resources while
reducing and recycling waste. In this way, we will reduce
environmental impact and contribute to the realization of a
sustainable society.

Waste Reduction

The Group has set a target of the landfill disposal rate (the
percentage of waste disposed of in landfills relative to the
amount of industrial waste generated) at 0.5% or less. To
meet this target, we are promoting initiatives to reduce
waste while also putting waste to effective use. Specifically,
we are making efforts to reduce waste by increasing prod-
uct yield. We are also implementing efficient 3R (reduce,
reuse, and recycle) initiatives. Waste generated in the
production process, such as used organic solvents, acidic
and alkaline waste liquids, and waste plastics, is properly
sorted, collected, and put through intermediate treatment
and final disposal (landfill) in accordance with the laws and
regulations. Continuing from our performance in the previ-
ous year, in fiscal 2023, we once again achieved our per-
centage target for waste disposal at landfills.

Chemical Substance

v
7] Management bl
For more details, please refer to our website.
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Waste Recycling

To make effective use of waste, the Group promotes material
and thermal waste recycling. Since the majority of waste
generated at the Company is difficult to process through
material recycling, most of our waste undergoes thermal
recycling.

Recycling of Industrial Waste at Dexerials*2

Recycling method FY2020 FY2021 FY2022 FY2023

Material recycling (%) 0.3 0.3 0.4 0.7

Thermal recycling (%) 99.7 99.7 99.6 99.3

*2 Headquarters and Tochigi Technology Center, and Kanuma Plants

Meanwhile, to realize a circular economy through resource
recycling, it is important to shift to methods such as
material and chemical recycling that enable physical and
chemical-based reuse, rather than depending on thermal
recycling. In February 2022, the Group took an equity
stake in R Plus Japan, Ltd., a company specializing in the
recycling of used plastics, and has since been working on
recycling used plastics through the company’s chemical
recycling system.
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Information Disclosure Based on TCFD
Recommendations

Basic Approach
Climate change is an important issue that humanity must resolve to realize a sustainable
society, as well as a prerequisite for business continuity.

Dexerials declared its support for the recommendations of the Task Force on Climate-
related Financial Disclosures (TCFD) in September 2021, and we are working to identify the
management risks and opportunities posed by climate change in a timely and appropriate
manner, while also working to implement highly effective activities to help realize a sustainable
society.

We will also provide new value through our own products and technologies and promote
initiatives designed to leave a rich environment to future generations, as we aim to co-exist
harmoniously with our stakeholders.

In line with this basic approach, we will achieve long-term enhancement of corporate value
through highly transparent information disclosure and initiatives to address climate change.

TOPICS Governance

Based on the direction of the executive officer in charge of the Sustainability Promotion Division, with the
representative director and president as the final authority, we organized Sustainability Working Groups
(SWGs) and are promoting activities geared toward the achievement of a sustainable society. Climate
change is one of the ESG Key Issues approved by and reported to the Board of Executive Officers and
Board of Directors. The achievement of COz2 reduction targets has been decided to be reflected in the deter-
mination of performance-linked stock compensation for directors. We will continuously monitor COz2 reduc-
tion targets associated with ESG Key Issues and initiatives, and report to the Board of Directors and the
Board of Executive Officers to strengthen oversight and provide feedback on the formulation and execution
of management and business strategies. Further, by undertaking initiatives from an inter-divisional perspec-
tive, we aim to enhance our activities and promote in-company awareness.

(11 P.57 Sustainability Promotion System [1]1P.58 ESG Key Issues [1]P.83 Performance-linked Compensation

Risk Management
In accordance with internal rules and regulations on risk management, the Group has established a Risk
Management Committee. This committee assesses Group-wide medium- to long- and short-term business
operational risks, financial risks, external environmental risks, and ESG risks including climate change, then
formulates and implements measures to avoid or reduce risks, and monitors their progress. Particularly, we
position climate change as one of the fundamental management risks and are actively addressing it. Based
on the supervision of the representative director, who is also the Chief Risk Management Officer, the execu-
tive officer in charge of the Sustainability Promotion Division Head serves as the committee chair. The
committee operates based on a dedicated climate change organization. Key risk items associated with
climate change are regularly reported to and discussed by the Board of Executive Officers. Additionally,
significant management and business risks are reported to and discussed by the Board of Directors.
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Strategy
To identify risks and opportunities associated with climate change from a long-term perspective up to 2050,
we are performing analyses taking into account two scenarios (less than 2°C and 4°C). Accordingly, we are
sequentially expanding the scope of business units subject to scenario analysis, assessing impacts on
business, and discussing countermeasures.

TOPICS 1) Scope of Products Subject to Scenario Analysis

The Group identified risks and opportunities specific to climate change based on less than 2°C and 4°C tem-
perature rise scenarios. Since fiscal 2021, we have conducted scenario analyses prioritizing mainstay prod-
ucts with a significant impact on CO2 emissions. In fiscal 2023, we newly subjected Inorganic optical devices
manufactured by Dexerials Precision Components Corporation* to analysis, and in fiscal 2024, we added
optical semiconductors manufactured by Dexerials Photonics Solutions Corporation.

* Dexerials Photonics Solutions Corporation was established on April 1, 2024, following the merger of Kyoto Semiconductor and
Dexerials Precision Components Corporation.

Status of Initiatives (Fiscal Year)

® Anisotropic Conductive Films (ACF)
® Optical elastic resins (SVR)

® Surface mounted type fuses

® Optical semiconductors

2021 2022 2023 2024 2025

® Support for TCFD endorsement ® Micro devices ® Company-wide

® Anti-reflection films (ARF)

Third-party review of risks,
opportunities, and financial impacts

CO:2 Emissions (Scope 1 + 2) Coverage Rate (Consolidated) (Fy)

2021
35%

2022
56%

2023
69%

2024
75%
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2) Setting of Scenarios

Having considered the impact on our Group
from objective future information with regard
to transition risks and opportunities, we exam-
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As a result of our carbon-neutral efforts, the average temperature rises by less
than 2°C by the end of this century compared with pre-Industrial Revolution

With only limited progress in carbon-neutral efforts, the average
temperature rises 2°C or more by the end of this century compared

ined estimated financial impacts and consid- Overview levels. o . . with pre-Industrial Revolution levels.
ered initiatives to address transition risks and M‘ovemzlants towarg the realization c?f a decarbonized society and a
opportunities. recycling-oriented society are accelerating.
® |EA World Energy Outlook Sustainable Development Scenario ® |EA World Energy Outlook Stated Policies Scenario
Reference ® |[EA World Energy Outlook Net Zero Emissions by 2050 ® |PCC AR6 WG1 SSP5-8.5, etc.
scenarios ® |PCC AR6 WG1 SSP1-1.9

® |IPCC AR6 WG1 SSP1-2.6, etc.

TOPICS 3) Estimated Financial Impact

In fiscal 2024, we conducted an analysis based on the following three time frames, in line with our growth
strategies and linkage with environmental targets based on TCFD guidelines.
® Short term: Fiscal 2028 (final year of new Mid-Term Management Plan)
©® Medium term: Fiscal 2030 (climate change mid-term target year)
® Long term: Fiscal 2033 (final year of next Mid-Term Management Plan [assumed)])
Among the items above, the financial impact for the final year of the new Mid-Term Management Plan is

illustrated below.
Fiscal Fiscal
2028 2028

Less than 2°C Scenario Transition 4°C Scenario Transition Risks and

Risks and Opportunities Opportunities
(Unit: 100 million yen) (Unit: 100 million yen)
9.5 . . +0
I 46 37
H - | w
54 7.1 -31
Carbontax  Energy logistics  Materials Business Carbontax  Energy logistics ~ Materials Business
opportunities*! opportunities*!
b ~~ 7 b ~ "

Costs increased Sales unchanged

Business Profit Basis

Costs increased Sales increased

Business Profit Basis
Profit decline 0.33 billion yen
Compared to fiscal 2028 plan -0.7%

Profit decline 3.93 billion yen
Compared to fiscal 2028 plan -7.9%

*1 Marginal profit

[T1P.33 Fiscal 2028 management targets Business profit
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TOPICS Financial Impact Estimate Results Based on the Less than 2°C Scenario

After comprehensively assessing transition risks and opportunities based on the less than 2°C scenario, we
estimate that business profit under the Mid-Term Management Plan will decrease by 0.7% compared to the
plan due to the impact of climate change. The main factor contributing to transition risk is the rising cost of
raw materials (mainly rare metals) due to stricter regulations on greenhouse gas emissions. The introduction
of a carbon tax is also expected to increase business operating costs (an issue common to all six business
categories*?). On the other hand, appropriate responses to transition risks can also create business oppor-
tunities. We analyzed international climate change scenarios and industry trends (risks and opportunities as
perceived by customers) and organized transition opportunities based on third-party advice. We are working
to understand impacts on our business in more detail, and carefully considering opportunities that will lead
to social contributions. As a result of these efforts, we identified the main opportunities as growing demand
for EVs, and products that contribute to the expansion of EV production (Surface mounted type fuses, Anti-
reflection films, and optical semiconductors). We also envisioned opportunities to increase our added value
(increase sales) through environmental considerations. The opportunities for sales expansion due to reduced
power consumption in data centers facilitated by photonics (Photonics-Electronics Convergence) are not
reflected in this estimate, as we are currently investigating its consistency with international scenarios.

We will continue conducting cross-functional discussions with our production and business divisions to
develop measures that address these transition risks and opportunities, and we plan to link these discus-
sions to future initiatives.

*2 Six business units: Anti-reflection films, Anisotropic Conductive Film (ACF), Optical elastic resins (SVR), Surface mounted fuses,
Micro devices, and optical semiconductors.

TOPICS Financial Impact Estimate Results Based on the 4°C Scenario

Transition risks: In the 4°C scenario, ongoing dependence on fossil fuel causes demand to increase, and the
cost of energy and raw materials will rise. Regarding business opportunities, although delays are predicted in
the progress of automobile electrification, leading to fewer EV sales opportunities, we do not expect this to
affect the ongoing growth of the size of automotive displays. Therefore, the overall impact is expected to be
minimal. Our estimates indicate a 7.9% decrease in business profit compared to Mid-Term Management Plan.

Physical risks: For physical risks, we estimated potential damage from flooding based on hazard maps.
When including the impact of physical risks (a decrease of 0.43 billion yen), the estimated decline in busi-
ness profit for Mid-Term Management Plan is expected to be 8.8% compared to the plan.
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TOPICS 4) Climate-related Risks/Opportunities and Main Initiatives

Introduction

The risks and opportunities identified have been organized from the perspective of changes in society, and countermeasures for each are being
considered as follows. The importance of each item is assessed based on two axes, “degree of impact” and “likelihood of occurrence.” Risks and
opportunities recognized as particularly significant are incorporated into the Mid-Term Management Plan for further consideration.

Classification Cllinkie CliErep Hsle Impact on Business (REioE) 637 | IAITENGIED Response Policies and Countermeasures
and Opportunities P Impact*! | Impact*2 P

Rise in carbon tax due to

® Energy conservation in manufacturing (improving

Value Creation Story
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Strategy Data Section

Participating in the Development of an

introduction of carbon ® Increased tax burden If::?etr‘rjn Small yield and productivity) Artificial Photosynthetic Chemical Process
pricing ® Improving energy productivity q o . .
Polcios & o Introduction of smart factories and FEMS* (ARPChem) Contributing to the Realization
. ° i - -
legal Tightening of regulations ® Increased costs for energy conservation :':;T:f renewable energy and shift to low-carbon of Carbon Neutrallty
restrictions on reduction of and shift to renewable energy Short to ol ing logisti fici th h digital
reenhouse gas (GHG) ® Increased unit prices due to rising long term Medium tmprc;vmg tc?gls ics efficiency through digital
gresnfiouse g demand for raw materials related to 9 ranstormation ) ' In recent years, the use of hydrogen has been emphasized
emissions decarbonization ® Collaboration with material suppliers to reduce . i K
Transition GHG emissions as a means of realizing carbon neutrality by 2050. In this
risks (less - ) ) - context, Dexerials has been participating in the Artificial
than (2°C) ® Collecting and responding to information on Photosynthetic Chemical Process (ARPChem) project since
Technological progress ® | oss of opportunities due to delayed low-carbon/decarbonization-related technologies f [
) gical progr > PP yea @ Collecting information on biomaterials and recycled it entered the second phase (2022-2031). The aim is to
Technologies toward a decarbonized, actions for low-carbon/decarbonization materials through communication with the uoper . ) ) .
circular society technologies and resource recycling e e gupply o PP develop artificial photosynthesis chemical technologies that
Short to Small- i i i -
Shortto  Smal ¢ Introduction in packaging materials and prodcts enable.the production of |ne?<penswe CO2 free hydr.ogen.
9 Japan is a world leader in this technology field, having
Changes in consumer ® Potential loss of custolmers alnd L] Vlsuallzatlop of greenhguse gas emissions conducted the world’s first demonstration test of artificial
Reputation  thinking and customer stakeholders, directly impacting sales (strengthening calculation system for Scope 1, 2, 3, h - . d 0 s
P oIicieS and market share, due to inadequate and product carbon footprint), transition plan photosynthesis. Companles and research institutes are
P climate change measures disclosure developing technologies with an eye toward societal imple-
mentation in the ar f catalyst development, hydrogen
® Improving environmental added value @ In consideration of CO2 emissions impacts and enta 0 © areas ot catalys e opment, y‘,j ,Oge:
Tightening of regulations through activities to reduce power Small financial effects, set priorities and continue energy separation membrane development, and safety verification.
Polllecgizls & on reduction of greer- ;?gs:sn;;;lon in manufacturing Short to conservation activities in a planned manner Dexerials will apply its various inorganic synthes|s develop-
o ) . ment and m r tion technologies to th velopment
restrictions Z;L:::ig:: (GHG) ® Increasing demand for products and long term Small— ©® Automotive: Develop and introduce products that ent and mass p Oduc ) =TT OQ_es otiieldeve OP e
Transition services that reduce environmental Lmge  contribute to the expansion of EVs and EV of catalysts for artificial photosynthesis, thereby contributing
opportunities impacts production, etc. to improved solar energy conversion efficiency and the
(less than . . .
2°C) o Developing and commercializing o Particioating i the devel ot At establlshment.o.f .mass proquchon technologies.
, technologies that contribute to articipating in the development of an Artificia These activities are being conducted as part of the
9
Technological progress decarbonization Short to Photosynthetic Chemical Process (ARPChem) G | ti Gl Fund iect | hed by the Minist
Technologies towards a decarbonized, o Improving environmental added value b long term contributing to the realization of carbon neutrality reen Innovation (GlI) Fund project launched by the Ministry
circular society proving envi ) Y 9 @ Introducing and deploying packaging materials of Economics, Trade, and Industry and the New Energy and
switching to bio-derived and recycled de f lant-derived material X S
packaging materials made from plant-derived materials Industrial Technology Development Organization (NEDO).
. . ® Supply chain disruptions, suspension of
Acute Inlcreasm'g severity of operations due to interruption of raw Short to Small @ Strengthening business continuity planning (BCP)
Physical climate disasters material supplies, etc. long term AI Q I D( hem
changes
& o i Japan T i A iati
(4°C) . Rise in average ® Increase in costs associated with Short to L . - . of Artificial F y ic Chemical Process
Chronic temperatures due to L Small © Considering air conditioning cost reductions
responses to rising temperatures long term

global warming

*1 Periods: Short term: Fiscal 2028 (final year of new Mid-Term Management Plan); Medium term: Fiscal 2030 (climate change mid-term target year); Long term: Fiscal 2033 (final year of
next Mid-Term Management Plan [assumed])

*2 Financial impacts: Small: Under 1.0 billion yen; Medium: Over 1.0 billion yen; Large: Over 4.0 billion yen

*3 FEMS: Factory Energy Management System
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Metrics and Targets (Transition Plan)
In fiscal 2024, our Group formalized and revised our targets to comply with international climate change
standards.

According to the IPCC’s Sixth Assessment Report (AR6), to limit global warming to 1.5°C, greenhouse
gas (GHG) emissions must be reduced by approximately 43% by 2030 compared to 2019 levels. This goal is
consistent with the Paris Agreement and the international agreement reached at COP28, and serves as an
important guideline for climate change measures. In light of this situation, our Group has set the following
new greenhouse gas (CO2) emissions reduction targets, taking into account Dexerials’ conventional targets.

Medium- to Long-Term COz Reduction Targets
e Scope 1 + 2: 43% reduction by end-fiscal 2030 compared to fiscal 2019 levels
® Scope 2: Achieve zero emissions by end-fiscal 2030

To achieve this goal, going forward, we will strengthen energy-saving measures by improving production
efficiency, including the adoption of smart factories*1. Additionally, we will proactively promote the introduc-
tion of renewable energy and the transition to low-carbon fuels. We are also considering the introduction of
cogeneration systems*2 and next-generation energy sources such as hydrogen energy*? in our aim to realize
a sustainable society. [11P.58 ESG Key Issues

In response to the Paris Agreement and other international climate change pacts that aim to achieve
carbon neutrality by 2050, our Group will also set targets toward a 2050 goal and promote a transition plan
to achieve them.

*1 & 2: To be introduced and deployed in the new Kanuma building scheduled to commence operations in fiscal 2026. Investments of
130.0 billion yen associated with this are included in the Mid-Term Management Plan capital allocation “Investment to achieve
the Mid-term Plan.” (11 P.37 Enhancing the Manufacturing Functions [1]P.38 Financial Strategy

*3 Verification will be conducted during the current

Mid-Term Management Plan, and a decision on implementation is planned.

(Thousands of t-CO2) M Scope 1 + 2
50
--------------------------------------------------------------------------- Fiscal 2030 Targets
46.6 S 1&2
_ 45.2 | cope
40 42.9 Compared to fiscal 2019
46% reduction
30 — — I 734.77 ° s 2
31.3 cope
Zero
20 | — — — —
10 — — — — —
2050
Carbon neutral
)) -
2019 2020 2021 2022 2023 2030 ()

Increase production efficiency, energy conser-vation activities

Introduce renewable energy, transition
to carbon offset and low-carbon fuels

Introduce cogeneration systems

Introduce carbon-neutral
gas, next-generation energy
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TOPICS CO2 Emissions (Scope 1, 2, 3)

CO2 emissions from energy use (Scope 1 + 2) in fiscal 2023 were reduced by approximately 10% compared
to fiscal 2022, a total of 31,300 t-COz. This is equivalent to a reduction of approximately 33% compared

to fiscal 2019. To reduce CO2 emissions, we lowered energy consumption by optimizing production facility
operations, introducing cogeneration systems, and purchasing renewable energy certificates, among

other efforts.

At the same time, we are working to visualize Scope 3 emissions within the Group, with the aim of
reducing COz2 emissions throughout the entire supply chain. In fiscal 2023, in addition to calculating Scope 3
emissions for Dexerials Corporation alone, subsidiary Dexerials Precision Components Corporation (DXPC)*4
was added to the calculation. To improve the accuracy of Scope 3 calculations, we also revised the emis-
sions intensity Category 1 (Purchased goods and services), and recalculated Dexerials Corporation’s
Scope 3 emissions in fiscal 2022 alone.

Fiscal 2023 Scope 1, 2 and 3 figures have been verified by a third-party organization. This verification
was carried out in accordance with international standards and guidelines, confirming the reliability and
accuracy of the figures we report.

Going forward, we will continue to calculate our Group Scope 3 emissions and work to reduce COz2
emissions throughout our entire supply chain.

*4 Dexerials Photonics Solutions Corporation was established on April 1, 2024, following the merger of Kyoto Semiconductor and
Dexerials Precision Components Corporation.

Dexerials CO2 Emissions (Scope 3)* 6
(Unit: Thousands of t-COz2)

Third-Party Assurance Report

Dexerials Corporation per
Uit
el CREgR alone + DXPC {
% a Independent Assurance Report
1 Purchased goods and services 180.0 SOCOTEC
iy —
2  Capital goods 14.5 T e e e e s o
st
3 Fuel- and energy-related activities 6.0 e e T e T e WA
(not included in Scope 1 or Scope 2) : e e e o
e e e e e e T
Upstream transportation and &
& distribution 17.3 | -
o= e
5 Waste generated in operations 1.9 e e ey e
R T e e o |l S T
6  Business travel 0.2 T e e e G R |
" R e Rl
. e e ——
7 Employee commuting 2.7 et —— e B
e e v
12 End-of-life treatment of sold 6.1
products ) EER - pronoanss
[t
*5 Categories 8, 9, 10, 11, 13, 14, and 15 fall outside the scope of r
calculation as there are no corresponding activities QAZ—%
*6 Third-party verification by Socotec Certification Japan Co., Ltd. _ et
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Personnel System for
Sustainable Value Creation ¢

Human Capital Management Policy

and Dexerials Way

To realize our cherished corporate philosophy and corporate
vision, as well as our purpose, our raison d’étre in society,
we aim for sustainable growth through the resolution of social
issues. To achieve this, we have established the Human
Capital Management Policy to maximally leverage human
capital under a common global human resource system,

as well as the Dexerials Way, which sets forth the conduct
expected of all employees.

Purpose, Corporate Philosophy,
Corporate Vision

Maximally leverage human capital Ideal human resources

Human Capital Dexerials Way

Management Policy .

Job-Type Personnel System

Human Capital Management Policy
Maximize human capital by maximizing the potential of
human resources

Basic Principles of Human Capital Management Policy

® We will place talents as the core-competence of value
creation.
The Company and the individual are equal partners, and
the growth of human resources enhances corporate value.

® We will become the Company of choice for excellent
and motivated talent based on global standards. We
will develop value-creating talent with the sense of self
ownership

Introduction

Global Expansion of the Job-Type Personnel System

As a foundation for the execution of human resource strategies,
in fiscal 2024, the Dexerials Group introduced and expanded
a global standard job-type personnel system for all employees
(including Group companies) both within and outside Japan.

In creating this system, we designed organizations and
jobs in line with growth strategies from a global perspective,
assigned optimal human resources, and switched to a sys-
tem in which remuneration is determined based on the size
of the task and the results achieved, while maintaining an
awareness of the market. We are strengthening recruitment
to acquire excellent human resources.

The introduction of a job-type personnel system will make
the role of each employee clearer, and encourage everyone
to reconsider the purpose and significance of their work at
Dexerials with the aim of facilitating ongoing personal growth.
We respect diversity and individuality, and by creating a com-
petitive human resources system, we aim to evolve our orga-
nizational culture and working environment while achieving
sustainable growth and enhancing our corporate value. We
are also engaged in the global expansion of a human resource
system supporting the job-type personnel system.

TOPICS | Dexerials Way

To distill Dexerials’ DNA into a common global language, we
established six expected behaviors of all global employees
encapsulated in “Dexerials Way,” and continue to use these
as indicators for evaluating conduct to support the practices
and growth of each and every employee.

% Focusing
28, Customer

Focusing on
Performance

Leveraging New Collaborating

®

- Internally &
Tech & Expertise Externally
\Qo %oﬂ Creating New Optimizing

?%g and Different Diverse Talent

3@
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Enhancing Employee Engagement

The Dexerials Group believes that encouraging each and
every employee to share our purpose, corporate philosophy
and company direction, and increasing motivation to contrib-
ute voluntarily, will enable us to evolve into a more creative
and robust organization and team, provide more value in
response to social issues, and become an organization and
culture that facilitates the growth of both individuals and the
Company. In fiscal 2022, we conducted a global engagement
survey. Results and trends were shared with all employees,
who discussed strengths and challenges in each workplace
in an effort to achieve continuous improvement.

Going forward, we will work on priority issues common
to the entire Company over the medium- to long- term, and
while regularly monitoring the results through engagement
surveys, we will promote toward achieving our target of
increasing the ratio of positive responses by fiscal 2028,
which we have set as a sustainability strategy target for
materiality (technology and human capital).

Employee Stock Ownership Plan (ESOP)
We introduced an Employee Stock Ownership Plan (ESOP) in
April 2016.

The provision of company stock is an employee benefit
that contributes to employees’ medium- to long-term asset
formation driven by company growth, while also serving
as an incentive for all employees to strive for even greater
heights, which leads to enhancing employee engagement.

Dexerials aims to create a virtuous cycle in which we
increase the asset value of the Company through business
operations, and return profits generated from sustainable
growth and enhanced corporate value to all stakeholders.
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Based on our belief that “Technology and human
resources are the most important non-financial assets,”
Dexerials is proactively working to create a working
environment in which individual employees can bring
their capabilities into full play and create sustainable
value in alignment with realizing our purpose.

Human Resource
Development

Human Resource Development Policy

We encourage our employees to adopt an independent,
self-driven work style in which they continue developing by
learning for themselves, thinking for themselves, and acting
for themselves. We provide support and create a working
environment to help them do so and ultimately achieve the
growth of Dexerials and its employees in the future.

Policy for Human Resource Development

Dexerials’ Path Towards Achieving the ’Value Matters’ Corporate Vision

We believe that the We want employees to We conduct activities to
development of each continue developing by support employee
and every employee is learning for themselves, growth and career
the most important task thinking for themselves, development
and acting for
@ themselves. o

Equal relationship where the Company and employees grow together

Employees
All employees are human
resources who create value

Company
Provides opportunities and a places for
learning and gaining experience

Personnel Development Measures for Sustainable
Growth

For the Group to continue providing products and solutions
that anticipate social issues, we believe it is essential to
expand our business portfolio in line with our strategy and
continue to transform the technologies and human resources
that will make this possible.

Introduction Value Creation Story

To this end, we are taking the initiative to foster a highly
creative organizational culture by linking our purpose, corporate
philosophy, corporate vision, growth strategy, personnel system,
and personnel development measures to draw out the potential
of each employee and maximally leverage our human capital.

Under the job-type personnel system, which is the foun-
dation for the execution of human capital strategies, each
employee must take the initiative in their work while their
superiors provide support and draw out the knowledge and
skills necessary to achieve the results and expected behaviors
required for their job. We are promoting mechanisms (self-
development support, selective training, etc.) enabling employ-
ees to identify the overlap between their “What we want to be”
and the organization’s expectations, then select and learn the
knowledge and skills necessary to fill the gaps. We are also
strengthening support for employee independent and self-
driven learning and growth by promoting regular one-on-one
meetings with supervisors.

Going forward, we will establish a global, common edu-
cation and training system, respect diversity and individuality,
and create a system targeting more autonomous growth,
which will enable us to evolve our organizational culture and
working environment, while aiming for sustainable growth
and enhanced corporate value.

Foundation for
Value Creation

Value Creation

Strategy Data Section

A Diverse Education and Training System

Dexerials encourages employees to take the initiative in their
own learning, and through a system supporting this objective
and a variety of training programs, we have created an envi-
ronment in which each and every employee can maximize
their capabilities. We have a variety of programs available,
including training for new employees, training for employees
in their second and third year of employment, and leadership
and management training. We also provide programs that
assist employees in acquiring the business skills necessary
to demonstrate their expertise, as well as support for self-
development that leads to employees’ independence and the
self-driven development of their careers.

Participation and Hours Spent in Major Training (Fiscal 2023)

( Group training participants > TOtal Of 2,695 persons

( e-learning participants > Total of 42,549 persons

Annual training hours
( per employee > Total of 1 7-7 hours

TOPICS Personnel Development Measures Aimed at Supporting Employee Independent and Self-driven Learning and Growth

® “Company-led” and “Selective” (selection of content meeting individual needs)

® Linkage between growth strategy, job-type personnel system, and education and training programs

skills necessary to fulfill jobs/roles

Company

* Base training (grade-specific training)
. @ Training themes decided by personnel

Acquire knowledge and skills required for
roles when newly appointed

Employees

Going forward
Objective: acucndElbacaioleaniielcabatlitesans * Supporting independent and self-driven learning among all employees

1) Expanding support for self-development (strengthening business skills to maximize specializations)
2) Expanding selective training

* Autonomously learns for career realization e Envisions what | want to be, aligns with individual purpose
* Selects area of study to bridge the gap between current state and what | want to be
¢ Continuously learns and acquires experience in the workplace

Company-led training system -+-

system

Training

Education system that supports employees in continuing to learn autonomously

In addition to the existing training system, we have made enhancements enabling employees to
“think about and choose what to learn on their own in order to grow.”
Strengthening human resources by alighing with business strategies and the “job-type” personnel system
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Dexerials Ir

Supporting Employees in Achieving Career
Realization Autonomously

subordinates, and through these and other dialogues, we are foster-
ing a corporate culture where employees continue developing by
learning for themselves, thinking for themselves, and acting for
Supporting Autonomous Learning and Growth themselves.
Dexerials is expanding its self-development support system and
initiatives (subsidy system for fees associated with correspondence Internal Recruitment for Expanding Autonomous Career
courses, online learning, etc.) in support of autonomous career Options
advancement by employees. Having employees acquire new knowl- To provide each employee with a variety of options and expand their
edge and skills enhances diversity, brings new added value to the career possibilities, we conduct in-house recruitment for many
Company, and supports motivated employees in achieving further departments and positions. This system enables employees to
growth and a sense of fulfillment. voluntarily apply for job openings in various workplaces, providing
In fiscal 2023, we introduced an online learning program that them with opportunities to realize the careers they envision and
enables employees to systematically acquire knowledge, ranging improve their skills.
from basic business information to practical applications, in support We believe that maximizing the growth and potential of each
of employee self-improvement enabling them to more fully leverage employee will lead to sustainable growth and enhanced corporate
their specializations and play active roles in the Company. value, and going forward, we will continue to proactively implement
We also provide training for managers regarding effective one- initiatives to promote employee growth.
on-one meetings so they can better support the growth of their

Education and Training System

Selection training Business skills Global Job family / Themes, etc. Self-development support
Base skills training

General manager training 5 T i 0o © g 4 O 4 o o o [
(Department managers) D-BLP g 3 o S S X 3 = % e g g F
g ining*! g =N N B G S8 RS Sy Bel R B g0
g WA, Selective S 2 3 S = s 3 = S = 8 9
2|  General manager training - g @ c 2 8 8 = 2 & o © =3 =
= (Section managers) training S 3 < 3 2 2 ) 2 2 2 3 S 5
g o 2.8 =8 8 /355 18 8 5 2
g 2 = 8 F & @ @ 3 = 3 &
Training for new managers 3 B g§ 2 3 8 0 o = & &
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Next-generation Management Candidate
Development

As a personnel development measure to strengthen our
management base, we have been conducting the D-BLP*1
next-generation management candidate development
program. This program provides selected members from
manager-level positions with the knowledge and training
necessary for management and aims to equip participants
with a leadership mindset.

D-BLP is an approximately six-month long training
program launched in 2019 to provide opportunities for can-
didates to systematically acquire knowledge necessary for
managers. We have continued to implement this program
while adapting it in line with changes in the Japanese and
global business environments. Specifically, we have been
incorporating lectures based on the latest social trends given
by experts who possess a wealth of insight and knowledge
regarding management strategies, corporate finance, the
SDGs, ESG, and other areas that course attendees need in
order to acquire the knowledge, thinking, and skills neces-
sary to view issues from a manager’s perspective and resolve
them. Broadening the horizons and thinking of management
leadership enhances their creativity and judgment.

Further, in fiscal 2024, we introduced the FIP*2 training
program for young employees to develop innovative leaders
with global perspectives who can create new value. From
now on, participants will acquire strategic and creative think-
ing skills based on a global, long-term perspective, establish-
ing a foundation for demonstrating leadership.

We have also commenced initiatives to develop leaders
at global sites, as we work to build a global pipeline.

Going forward, as a value-creating company that can
support society’s evolution, we will continue to enhance
human resources development measures to cultivate man-
agement and leadership talent that can respond to changes
in the environment and achieve business strategies.

*1 Dexerials Business Leadership Program
*2 Dexerials Future Innovators Leadership Development Program
*8 Half of expenses is subsidized by Dexerials in support of self-development learning
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Basic Approach
In line with our Human Capital Management Policy, we pro-
actively promote the global recruitment and appointment of
diverse human resources, including men, women, non-
Japanese, and people with disabilities. Additionally, we have
introduced and continue to utilize remote work systems to
realize flexible workstyles without restrictions on location or
time.

[11P.66 Human Capital Management Policy

Strengthening Diversity Communication

In addition to diversity promotion training and communication
skills improvement courses, we provide intercultural commu-
nication training to employees working in departments that
frequently communicate with non-Japanese employees and
people globally to help employees recognize and appreciate
differences in language, values, cultural habits, and other
communication styles. In the engagement survey conducted
for all employees in fiscal 2022, we included questions
related to diversity to ascertain levels of awareness. To fur-
ther stimulate communication throughout the organization,
we will work to promote diversity and create an organization
that makes the most of the uniqueness of the individual.

Promotion of Female Active Participation and
Career Advancement

As part of our diversity initiatives, we are promoting female
participation and career advancement.

In Japan, we formulated and implemented the General
Business Owner Action Plan based on the Act on Promotion
of Women'’s Active Engagement in Professional Life for a
three-year period starting from fiscal 2021, and as a result,
we were able to significantly increase the proportion of
women among new graduates and mid-career hires, from
21.0% to 28.8%. We were also able to significantly increase
the proportion of female managers, from 3.7% in fiscal 2021,
to 7.2% in fiscal 2023.

Introduction Value Creation Story

We will continue to strengthen diversity management for
management positions and create opportunities for young
employees to demonstrate leadership, thereby expanding
opportunities for women to play active roles.

Employment of People with Disabilities

In 2015, the Group established Dexerials Kibou Corporation,
a certified special subsidiary that promotes the employment
of people with disabilities, and is proactively fulfilling its
social responsibility by promoting the employment of diverse
human resources in jobs that suit their aptitudes. We have
assigned qualified Employment Counselors for People with
Disabilities to each workplace, creating a work environment
where even people with disabilities can work with peace of
mind. Currently, 13 employees with disabilities are engaged
in activities such as cleaning and garden management at
Dexerials business sites. (Percentage of employees with
disabilities on a domestic consolidated basis: 2.8%)

Additionally, we are optimizing the workplace environ-
ment across a wide range of divisions, from administrative
to manufacturing, to ensure employees with disabilities can
actively participate.

When newly assigning employees with disabilities, we
conduct training designed to enhance mutual understanding
and communication, including learning about important con-
siderations and signs in the event of an emergency.

In workplaces where employees with hearing impair-
ments work, their supervisors and colleagues learn sign
language and fingerspelling to enhance communication.
Consideration is given to the working environment as well,
including the installation of indicator lights for safety and
accident prevention purposes.

1.2,
11.5%
2.8

Ratio of female managers >
(end-fiscal 2024)
Ratio of female managers >
(consolidated) (end-fiscal 2024)

Ratio of employees with disabilities >
(end-fiscal 2024)
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International Exchanges

Interacting with Global Students

In July 2024, 20 students and professors from Eindhoven
University of Technology in the Netherlands visited our
Headquarters and Tochigi Technology Center to further their
study of advanced materials and development technologies.

On this day, participants had the opportunity to experi-
ence the anti-reflection effects of Anti-reflection films, there
were tours of the Analysis Office, where product functions and
effects are measured, and the technology exhibition corner,
with lively discussions conducted throughout. In addition to
questions about development technologies and products,
participants enthusiastically asked questions and exchanged
opinions about environment-related topics (including waste
management and zero-COz2 emissions facilities), providing a
valuable opportunity for both sides to gain new insights and
knowledge.

Students noted, “It was good to actually see the manufac-
turing process of unique products and learn about their high
quality,” and “The factory was very clean, and | was surprised
at how efficiently they can work with such a small number of
employees.”

Going forward, we will
continue to promote these
exchanges and create new
opportunities.




Respect for
Human Rights

Respect for human rights is essential for corporations to
fulfill their social responsibilities and maintain sustainable
operations. As a global company, we are committed to
respecting the human rights of all our stakeholders.

Basic Approach and Policies

Human rights are defined as “rights that are recognized for
humans to live with dignity.” They are rights that everyone is
born with, that cannot be violated by anyone, and that should
be respected. Establishing a corporate culture of respect

for all stakeholders, diverse backgrounds, and opinions is
essential in today’s world, where corporations are expected
to promote diversity and inclusion. Meeting our corporate
social responsibilities and respecting human rights are also
fundamental for sustainable management. As a company
that operates globally, these ideals are established within the
Code of Conduct and other related policies and guidelines,
and instilled through training and other learning opportunities
provided to employees upon joining the Company, ensur-

ing that employees understand and are aware of this code

of conduct on a daily basis. The Dexerials Group Code of
Conduct specifically prohibits any discrimination in employ-
ment or promotion on the basis of ethnicity, religion, skin
color, nationality, age, gender, disabilities, or any other factor
that has no legitimate business reason, and expressly prohib-
its behavior that offends individuals’ dignity based on gen-
der, authority, or position. Respect for human rights is also
incorporated into the Group’s CSR Policy and Compliance
Handbook*?, and Dexerials declares that it respects all
human rights, does not discriminate, and has no involvement
in forced labor or child labor.

We will ensure that each and every employee under-
stands that all human rights issues are a corporate social
responsibility, and will make efforts to respect the human
rights of everyone involved in our business activities.

*1 A guide that explains the necessary compliance and precautions that all executive
officers and employees of the Dexerials Group must observe when conducting
business activities.

Introduction

Specific Initiatives

We conduct annual educational training every year based on
the aforementioned human rights basic approach and pol-
icies. In fiscal 2023, we introduced new Group training and
implemented the following initiatives.

Production of Human Rights Awareness Videos
and Education

Value Creation Story

Based on the recognition that respect for human rights is essential to
contributing to the realization of societies that “leave no one behind,”
as adopted in the Sustainable Development Goals (SDGs), we
produced a human rights video, and in fiscal 2023, we conducted
“Sustainability training (human rights)” for all employees. In addition
to learning the basics, from the perspective of business and human
rights, we also considered whether human rights violations are
occurring in the course of the Company’s normal business dealings.
Having declared that understanding and accepting the “differences”
of each person is the most important aspect of respecting human
rights, this provided an opportunity for everyone to go back to the
basis and think about human rights.

Communication Skills Improvement Training

(General Employees)
To prevent harassment, it is essential to build relationships of trust
between superiors and subordinates, as well as among coworkers.
One way to achieve this is through daily, open workplace communi-
cation —where information and opinions are shared freely, frankly,
and transparently. With this in mind, we continued to conduct training
in fiscal 20283, focusing on the acquisition of communication skills.
These skills help in identifying and addressing issues early on, and
also prevent problems from being covered up. The training ensured
that employees understood the elements of trustworthiness, empa-
thy, and logic, as well as aimed to improve their persuasion and
communication skills to encourage behavioral changes in others.

Harassment Prevention Training (for Managers)

We conduct training to prevent harassment, and in fiscal 2023, we
held group discussions for managers with external lecturers, followed
by group training based on the results. We introduced examples of
harassment prevention measures from various perspectives, includ-
ing sharing incidents that have occurred within the Company, provid-
ing a multifaceted examination of the impacts of harassment, learning
communication skills to distinguish between harassment and guid-
ance, and understanding the role of management in creating a
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comfortable workplace. Through these efforts, we aim to foster a
self-correcting workplace environment where everyone can work with
peace of mind, and harassment does not occur and is not tolerated.

Lectures
Since fiscal 2022, we have provided an external point of contact (via
attorney) for whistleblowing and strengthened the foundations of the
whistleblowing system so that all Group employees can use it with
greater peace of mind. In fiscal 2023, a lecture was held for managers
by the attorney serving as the external point of contact. Participants
learned about the Group’s whistleblowing system, the risks arising
from harassment in the workplace, the relationship between harass-
ment issues and corporate culture, and points to consider for improv-
ing the working environment. This provided participants with a
deeper understanding of the importance of the whistleblowing
system.

11 p.88 Compliance

Creating a Working Environment
Where All Employees Can Work
with Peace of Mind

The Dexerials Group values a corporate
culture where all employees respect human
rights and diverse human resources can . .

. . Yumiko lgarashi
work with peace of mind. Human Resources

In fiscal 2023, we conducted harass- Division

HR & Labor Service
ment prevention training based on recent Management Department
examples and actual incidents, as well as
lectures by legal advisors.

These efforts have led to feedback from employees indicat-
ing that “communication in the workplace has become more
open, and relationships of trust have deepened.”

Moving forward, we want to enhance training programs with
a focus on global expansion and promote the creation of an
even better culture and an environment where all employees can
work with peace of mind.




Dexerials Integrated Report 2024 | Social (Respect for Human Rights)

Diverse Workstyles
and Work-life Balance

Dexerials is mindful of employee work-life balance and
strives to ensure comfortable working conditions enabling
employees to perform to the best of their abilities in a safe
and secure environment. Through our revamped work
management system, we comply with 36 agreements and
properly manage working hours. We are implementing a sys-
tematic approach to ensure employees can take annual paid
and return refreshed. This includes encouraging employees
to plan their annual paid leave and use paid leave in hourly
units. In addition, we established an accrual system that
allows employees to accumulate up to 20 days of expired
annual paid leave. This accumulated leave can be used for
injury, illness, nursing care, volunteer activities, childcare,
infertility treatments, or other life events. Going forward, we
will continue to consider how to create a comfortable work-
ing environment from various perspectives, while promoting
ongoing improvements.

Average Number of Days of Annual Paid Leave Taken and
Utilization Rate (Five-year Period)

—(@ — Annual paid utilization rate

(Bays) . Average number of days of annual paid leave taken (%)
20 90
15.7 16.3 166
15 13.7 80
12.8 72.7
)
10 O 70
es.N
5 .\. 60
Zu 58.9
50
2019 2020 2021 2022 2023 (FY)

Promoting Remote Work

In fiscal 2021, we introduced a permanent remote working
system aimed at improving productivity and preventing
infections. With this system, we aim to ensure efficient work

Introduction

performance by determining the frequency of remote work
based on the details of individual employee work duties.

To maximize the effectiveness of this system, we provide
training for managers on remote work management tech-
nigues and for regular employees to learn effective online
communication skills. We will continue to adopt work styles
in response to the changing times and strive to create an
environment where diverse human resources can play
active roles.

Supporting Childcare and Nursing Care

Expansion of systems to support balance between work and

Value Creation Story

home needs
To enable all employees to pursue work styles that suit their lifestyles,
we have established systems and schemes, including support that
exceeds legal requirements, promotes remote work, and facilitates
an hourly paid leave system, we will provide support and expand
schemes enabling employees to balance work with family and
free time.

For a company to achieve sustainable growth, a work environ-
ment where each employee can take on challenges in a positive

Value Creation Foundation for

Strategy Value Creation Data Section

manner is crucial. We have a working system in place that enables all
employees to work energetically, with diverse human resources
creating value in various environments.

Male Employee Childcare Leave >
Utilization Rate (Fiscal 2023 Results)*! %

*1 Based on the provisions of the “Act on the Welfare of Workers Who Take Care of Children or Other
Family Members Including Child Care and Family Care Leave” (Act No. 76 of 1991), the rate of child
care or other leave taken was calculated under Article 71-4, Item 1 of the “Ordinance for Enforcement
of the Act on the Welfare of Workers Who Take Care of Children or Other Family Members Including
Child Care and Family Care Leave” (Ordinance of the Ministry of Labor No. 25 of 1991).

Childcare support
We encourage employees to submit a birth notice at least six months
prior to the due date. Regardless of gender, employees who submit
notifications are provided with detailed individual briefings on pre-na-
tal, post-natal, childcare leave, and other related systems.
Additionally, as part of our unique initiatives, employees can also take
up to 20 days of paid leave for childbirth or childcare, encouraging
both male and female employees to actively participate in childcare.

83

Utilization Rate (Male)

Dexerials’ Unique Annual Paid Leave
(Fiscal 2023 Results)

Main Systems to Support Employees Combining Work with Childcare / Nursing Care

Birth Post-birth

* One week
before birth

Long-term leave

Al

Option of taking up to one-year continuous leave

Age: 1 year April 15 of the year Elementary End of March of End of March of
after the child’s school entry third-grade year at sixth-grade year at

1st birthday y school y school

- Women only
- Men only
- Men and women

Age: 14 months

* May be extended under
certain circumstances

Shorter working hours Working hours shortened to 4 hours or 6 hours a day for up to one year
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Health and Productivity
Management [ ESG Key Issues

At Dexerials, in the belief that the health of each and
every employee forms the foundation for the Company’s
sustainable growth, we are promoting medium- to long-
term roadmap-based health management initiatives on a
company-wide basis.

Basic Approach and Policies

At Dexerials, we are aiming to remain a corporate group that
lives up to the trust and expectations of all its stakeholders,
and where each and every employee can exercise their skills to
the utmost. To achieve this, we believe that it is the very health
of our employees, our “human resources,” that forms the cor-
nerstone of our sustainable growth as a company, and we are
thus engaging in health management.

To promote health management on a company-wide basis,
we established cross-organizational health management work-
ing groups in fiscal 2021. These groups formulate and promote
health measures after receiving approval from management.

Fiscal 2030 Targets and Results

In the belief that it is important for health management to
make it a habit for employees themselves to support their
mental and physical health through self-care, our goal for
fiscal 2030 is to increase the percentage of employees who
are capable of self-care to at least 50%. In fiscal 2023, one
of the indicators, the percentage of employees who reported
“improving my lifestyle habits on a daily basis” was 32.9%,
making a 6.9% increase over the past four years.

We will continue to implement measures that reflect
employee opinions and issues, as we aim to create a work
environment in which employees can work enthusiastically by
increasing the number of employees capable of self-care.

Fiscal 2023 Initiatives

Based on our health management roadmap, we designed
fiscal 2023 as the year for all employees to “learn and think”
about “health management”, and implemented measures
based on the result of an employee awareness survey. As our
main activity, we introduced a “health point system” as a first

| Social (Health and Productivity Management)
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step for employees to engage in self-care, and by visualizing
healthy behaviors, we encouraged them to continue actively
engaging in them. Additionally, we have begun developing
and improving refreshment spaces at each business site in an
effort to create a more comfortable working environment. We
have also been gradually improving the work environment in
preparation for the complete ban on smoking at all domestic
business premises starting in 2024. We have closed all smok-
ing areas and have been promoting and expanding subsidies
for smoking cessation clinic visits to support employees in
their efforts to quit smoking.

In recognition of our ongoing efforts, we were certified
as a Health and Productivity Management Organization 2024
(Large Enterprise Category) for the fourth consecutive year
since fiscal 2021.

about “the role they play in protecting the mental health of their
subordinates”, and after completing the course, they formulated and
implemented work environment improvement measures in their own
departments. Further, after the stress checks are conducted, all
employees participate in an e-learning course to deepen their
understanding of “positive mental health”*! and apply what they have
learned to their daily work duties.

Supporting Voluntary Health Habits
As a first step in encouraging employees to voluntarily and continu-
ously manage their health, we introduced a health point system in
fiscal 2023 using a smartphone health management app that is easy
and fun to use. 63.1% of employees use this app. Employees can
continue to participate in health activities at their own pace and are
able to exchange points for drinking water, which encourages them
to engage in health activities voluntarily and enjoyably.

Health Support Initiatives

Dexerials promotes a variety of health measures that reflect
employee needs, and fosters a vibrant workplace where
employees are healthy in “mind” and “body” and can proac-
tively take on challenges, both in terms of work and career
development.

Health Activities Aimed at Improving Work Styles and
Communication
To provide employees engaged in remote work, shift work, and a
variety of other work styles with opportunities to learn about and
practice the latest health information, we offer online seminars on
lifestyle habits such as exercise, diet, sleep, and smoking cessation
tailored to match individual work styles. We have also established a
“team award” for walking and slogan competitions, which has also
helped to improve communication within departments.

*1 Positive mental health is a concept that, unlike traditional approaches focused primarily on address-
ing mental health issues, places importance on self-affirmation and happiness. To increase the num-
ber of people who work with vitality, in fiscal 2023, we studied flexible methods for managing stress,
as well as ways to proactively engage with work and find creative ways to derive fulfillment from it.

Mental Health
Dexerials is promoting the creation of a vibrant workplace where
employees can proactively take on challenges, both in terms of work
and career development. Through e-learning, managers learned

Health Management Progress to Date and Roadmap to Fiscal 2030
Through the health of all our employees and the creation of a work environment, we aim to realize a happy future while promoting health

management to support sustainable growth.
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Based on our safety philosophy and basic policies, we
improve the safety culture in work sites and make various
efforts to prevent serious damage, aiming to reduce acci-
dents and risks and ensure stable business continuity.

Safety Philosophy and Basic Policies

4 i
Safety Philosophy

Under the corporate vision of
“Value Matters—Unprecedented innovation,
unprecedented value,” the Dexerials Group
understands that safety is essential to creating new value
and improving quality and is committed to continuously
providing safe and healthy business sites
and manufacturing workplaces.

Basic Policies

1. We understand and comply with domestic and
overseas laws, ordinances, and regulations related to
health and safety.

2. We carry out risk assessment appropriately and
engage work on the following as important actions:
1) Operational / equipment safety
2) Work environment safety  3) Health management
4) Traffic safety 5) Disaster-prevention measures

3. We improve awareness and knowledge of safety and
disaster prevention through practical operations,
education, and training to develop human resources.

4. In regard to safety and disaster prevention, we
actively cooperate with the government and
local communities while driving participation and
communication forward.

5. By auditing and reviewing the effectiveness of our
occupational health and safety management system,
we make every effort to stimulate our health and
safety activities.

/- Safety Philosophy, Basic Policies

For more details, please refer to our website.

Introduction

Occurrence of Workplace Accidents and Related
Initiatives

Based on its safety philosophy and basic policies, Dexerials is
implementing initiatives to prevent serious accidents by setting
annual targets. With regard to workplace accidents through-
out the Group in fiscal 2023, there were no work-related fatal
accidents or occupational illnesses days. However, there were
three workplace accidents resulting in lost working days.

Number of Workplace Accidents

Accidents M No working days lost Lost 3 or fewer working days  Frequency
10 ————— Lost 3 or fewer working days 3.0
Manufacturing Industry (Lost 4 or more working days)
=@+~ Chemical Industry(Lost 4 or more working days)
=@~ Dexerials (Lost 4 or more working days)

5
O
./0 O
l :
0 @ () () . 0
2019 2020 2021 2022 2023 (FY)
Note: Includes consolidated and contract employees

Safety and Health Management Activity Results (Fiscal 2023: Japan)
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We analyzed results and identified the lack of risk assess-
ments in safety mechanisms on equipment as the cause of
accidents and other problems. In response, we identified
risks from the perspectives of work, equipment, and work
environment safety, and revised work procedures, such as
ensuring fail-safe equipment and the use of protective gear.
We also conducted a cross-sectional survey of similar facilities
and operations within and outside Japan and implemented
countermeasures.

Promotion System

The representative director and president is the highest author-
ity for occupational safety and health management in the
Group, with the Safety and Health Headquarters responsible
for company-wide functions, while each business site takes the
initiative in promoting safety and health activities.

In addition, each site has established a “Safety and Health
Committee” based on the Industrial Safety and Health Act,
where company representatives, employee representatives,
and safety and health committee members work together to
promote safety and health through activities such as discus-
sions and workplace patrols.

(1) Operational /

equipment safety mitigation measures

Identify on-site work / equipment risks, implement

Three workplace accidents
involving lost working days

Zero workplace (One accident that did not result in

Implement risk countermeasures and flow
management for hazardous substances, improve and

(2) Work environment safety

accidents involving lost

working days loss of working days)

(Zero accidents involving serious

maintain working environment injury)
(3) Health management Prevention / improvement of health disorders caused ¢ El;:uctlon of observed Observation. bromotion of
(11 P.72 Health and Productivity by remote work / excessive working hours, mental  Encouragement to quit smokin ces,s‘;tion
Management health, and measures for people requiring observation urag a 9
smoking
(4) Traffic safety Reduce ocourrence of traffic accidents through traffic Zero traffic accidents Traffic accidents: 12

safety education and awareness-raising initiatives

(5) Disaster-prevention measures Put in place business continuity management (BCM)

[T1P.92 Business Continuity Planning  that connects initial response with BCP to protect
human lives, businesses, and stakeholders

[BCP] Initiatives

Zero operational impacts Zero operational impacts
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Dexerials Ir

Workplace Accident Prevention Initiatives

Risk Reduction Activities Led by Each Business Site

To prevent workplace injuries and accidents and ensure employee
safety, the Safety and Health Committee Secretariat and individual
workplaces take the lead in tabulating and analyzing registered risks
using a risk assessment system. This enables us to understand
hazards and risk trends for each business classification and to plan
appropriate countermeasures by referring to past measures and risk
reduction information from other business units. In risk reduction
activities based on these plans, the Chief Safety and Health Manager
takes an active role and works to invigorate these efforts.

Strengthening Collaboration in Activities with Consolidated
Subsidiaries
We developed a system and operational framework that directly
prevents industrial accidents that could lead to corporate incidents at
Kyoto Semiconductor Co., Ltd. (now Dexerials Photonics Solutions
Corporation), which joined the Group in fiscal 2022. We are also
steadily implementing measures to ensure compliance with relevant
laws and regulations as planned. Furthermore, we are strengthening
the global sharing of information on workplace accidents, near-miss
cases, and management system activities across the Company, while
gradually and steadily enhancing company-wide functionality, activity
comprehensiveness, and literacy.

Digitalization of Occupational Safety and Health Management
System
With the aim of enhancing safety awareness in the workplace and
strengthening risk management, we are digitizing our occupational
safety and health management system to improve the quality of
company-wide safety activities through centralized data management
and rapid information sharing.

In fiscal 2023, we conducted a digitalized internal audit using this
system to evaluate the effectiveness of workplace promotion activi-
ties. We also used the explanatory function to deepen understanding
in each workplace, as well as cross-sectional information obtained
through visualization of audit results to enhance the level of activities
in each workplace.

External audit of occupational health and safety and responses —
Dexerials undergoes regular external audits (second-party audits)
conducted by our customers. Following these audits, we have been
reviewing the installation of emergency equipment, such as emer-
gency showers and eye wash stations, for use in the event of hazard-

grated Report 2024 | Social (Occupational Safety)

Introduction

ous substance exposure. In fiscal 2023, we provided training on the
proper use of this equipment to all employees in affected workplaces.

Education and Training

Dexerials is focused on improving occupational safety

and creating an education and training environment where
employees can learn efficiently and effectively. By introducing
and updating occupational health and safety management
systems and risk assessment systems, we refine the educa-
tion of health and safety officers and managers and provide
programs to deepen their understanding of risk management
and safe behaviors. Through these efforts, we aim to raise
safety awareness among employees, help them acquire
practical skills, and maintain a safe work environment.

Value Creation Story

Manager Education (Education of Foremen)
In the education of foremen, we introduced an e-learning format to
create an environment where participation in training can be sched-
uled flexibly according to work conditions. This helps foremen acquire
the knowledge to effectively manage safety and provide work
instructions.

Officer Education

Special training on lasers and the operation of forklifts weighing less
than one ton is provided by qualified personnel who customize the
curriculum to suit workplace conditions, facilitating education that is
directly linked to practical work. This helps trainees to adjust
smoothly to on-site work after training.

Education and Training Results in Fiscal 2023

Education and training Participants Fiscal 2023
programs results

New employee training New employees 22 persons

Laser safety education Appointees, persons engaged and to 43 persons
be engaged in targeted work

Education of foremen Foremen and prospective foremen 56 persons

Specialized education for .

operators of forklifts less than Persons to be engaged in targeted 2 persons

1 ton work

Drivers of private cars and company

VR training for traffic safety cars

1,221 persons

Persons being hired and current

Hazard simulation equipment
employees

22 persons

VR training for hazardous Persons being hired and current

- 853 persons
situations employees
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Main Education and Training Programs
(ZE3ET) Danger Experience Education (1) Equipment
By utilizing actual equipment that reproduces past
workplace accidents, we are conducting education
that enables employees to experience in a realistic
manner the impact on human lives and operations
as well as the hazards that can lead to physical
injuries to workers. Focusing on human factors, which are one of the
causes of workplace accidents, as well as impatience, arrogance, and
overconfidence due to a lack of work experience, participants can learn
about the importance of prioritizing human life and adhering to rules.
By having participants actually experience, for example, the
ignition and explosion when static electricity is charged or discharged
or being caught by a rotating cylinder, we are aiming to improve their
ability to predict hazards by reproducing in visual form the amount of
charge and intuitively feeling the impact of a piece of equipment.

(M) Danger Experience Education (2) Use of VR

In fiscal 2023, we focused on accidents involving the

handling of chemical substances based on workplace

accident trends, directing educational activities at

development-related employees to prevent similar

incidents. When selecting program content, we analyzed workplace
accidents and registered risks, providing content that reflects actual
work conditions. In implementing this educational activity, we reached a
consensus with development management regarding the importance
and effectiveness, and supported all workers in practicing safe behav-
iors. As a result, we have successfully eliminated similar accidents.

Reaffirming Safety Awareness
through Simulation Experiences

The VR simulation of dust and flask
explosions was a good opportunity to
reexamine the potential dangers of
everyday work. Through this simulation,
we were able to reaffirm the importance of Sho Kamata
safe work procedures and further enhance Corporate RAD|DIvision
our awareness. In addition, we gained new  Advanced Materials Devices
o . . Technology Development
insights from scenarios that are not directly Bt
related to our work, and our readiness for

unfamiliar scenarios has increased. | believe that VR-based
education can improve the quality of our work and maintain a
strong safety awareness. | would like to continue to participate in
this educational program and make use of it in my daily work.

B /'S
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The Dexerials Group is working to ensure product quality
with high levels of reliability and satisfaction in order to
provide customers with high-quality, reliable and safe
products.

Quality Philosophy and Basic Policies
| 4

Quality Philosophy

Our quality philosophy states that
“We, the Dexerials Group, under our corporate vision of
‘Value Matters Unprecedented innovation,
unprecedented value’ contribute to our customer’s
product value, through explore technologies, and
provide high quality products and services.”

4

Basic Policies

We challenge activities in all process of development,
design, production and
service to realize more attractive quality.

'y

. We provide safe and reliable products and services.

2. We comply with relevant laws and regulations,
agreement with customers, and internal standards
surely.

3. We practice steadily implementing activities to reduce
risks and preventive activities.

4. We improve professional standards and develop
human resources by on the job training and education.

5. We ensure to utilize quality management system and

improve effectiveness.

/- Quality Philosophy and Basic Policies

For more details, please refer to our website. E--

Introduction Value Creation Story

Quality Promotion System

Our Quality Management System (QMS) is the foundation of
Group business activities, and all our manufacturing facili-
ties have obtained ISO 9001 certification. Further, to ensure
compliance with laws, regulations, and customer require-
ments, we have established a quality management system
promotion framework led by top management, with the chief
administrator, division representatives, quality assurance
heads, QMS promoters, and other personnel. Regarding
products for automotive applications, we have obtained
IATF16949 certification, a sector standard for the automo-
tive industry. We are working to ensure even stricter quality
standards, including complying with the VDA standard, which
is the quality standard of the German Association of the
Automotive Industry.

Promotion of cross-organizational activities and collab-
oration are indispensable for achieving quality targets and
realizing products. Therefore, each activity requiring collab-
oration is designated as a “business process” and managed
under a system of responsibility for “each process”. In addi-
tion, to monitor these activities, we conduct regular internal
quality audits. During the audits, internal quality auditors
confirm whether business and on-site operations are con-
ducted in accordance with legal regulations and rules, and
whether manufacturing is performed in accordance with pro-
cess and quality specifications. Problems are then identified,

ISO 9001 Certification Acquisition Status

Headquarters and Tochigi Technology Center

Kanuma Plant No. 1

Dexerials Corporation Kanuma Plant No. 2

Dexerials Tagajo Plant

Corporation

Tokyo Office

Eniwa Operation

Dexerials Photonics

Solutions Corporation Kamisunagawa Operation

Tome Operation

Dexerials America Corporation

Dexerials Europe B.V.

Dexerials (Suzhou) Co., Ltd.
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improvements are made, and the results are reported to top
management.

After internal audits are complete, a questionnaire is
administered to both the audited department and the audi-
tors. Based on these results, the audit plan for the following
year is formulated, and training for auditors and other educa-
tion is provided to increase the effectiveness of audits using
the PDCA cycle.

Quality Compliance

To prevent quality-related scandals, which have become a
serious social issue in recent years, we conduct annual qual-
ity-focused compliance training for all employees. In addition
to examining case studies from other companies, this training
also explores the mechanisms behind quality fraud to raise
awareness of quality compliance.

We also conduct quality compliance surveys for all
employees, and based on the results, we have confirmed
improvements over time. The identified risks are addressed and
improved through internal quality audits and other measures.

Product Safety
We test our products for compliance with a range of prod-
uct safety standards and acquire the relevant certifications.
Regarding UL standards™! in particular, not only did we
respond to customer demand for certification registration,
but we also received the certification for various products
from the viewpoint of ensuring product safety, as we con-
tinue to supply high-quality, reliable and safe products at the
parts level.

In addition, in order to accurately communicate product
safety information to customers, we provide SDS*2 that
are compliant with laws and regulations both within and
outside Japan.

Quality Communication

Through communication with customers, we share their needs
and technology challenges. We provide technological support
and solutions to address these, aiming to create products that

*1 UL standards: Safety standards established by UL LCC, a company that enacts safety standards

and conducts tests and certifications
*2 SDS: Safety data sheets


https://www.dexerials.jp/en/sustainability/social/quality.html
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earn customer trust and deliver satisfaction.

In the event of quality issues that could impact stake-
holders, including where there is the threat of serious quality
issues and product incidents occurring, a system is in place
whereby the relevant corporate department promptly reports
the situation to top management so that appropriate response
measures can be taken. Regarding returns and recoveries
due to complaints made by customers, an analysis is per-
formed by specialist technical staff with advanced analytical
skills, and the analytical reports and follow-up measures are

Quality Issue-related Improvement and Escalation Contact

Flow

Quality Issue Improvement Flow
(Communication with customers)

Customer Defect occurrence
(request for investigation and
analysis)

N

Investigation and analysis

Report the results to customer

Investigation of causes and
recurrence

prevention measures

Final report to customer

N

Customer
(confirm report)

B Dexerials Customer

Quality Issue
Escalation Flow

President / Risk manager

Company-wide quality
assurance manager

Executive officer
responsible for the category:
Manager of business

Quality assurance
manager of the category

Persons related to the issue /
Problem-finder
(sites in Japan and globally)

Introduction Value Creation Story

promptly implemented. For defects whose causes are difficult
for customers to identify, we provide technical support for the
investigation of the causes using our sophisticated analytical
capabilities.

Promotion of DX in Quality Control

The Dexerials Group believe the advanced data utilization
(data driven) with cutting-edge technologies represented by
Al, IoT, and data science, etc., will lead to its further growth.
We are also promoting DX in quality control and are working
on increasing our competitiveness by innovatively improving
quality, utilizing the abundant data and knowledge accumu-
lated so far.

Many of our major products are roll-shaped film products.
As they are continuously produced over a long period of
time, preventing consecutive defects caused by unexpected
issues has become a critical challenge in quality control. In
response, we have introduced automated optical inspec-
tion equipment and automatic measuring devices using our
proprietary sensing technologies into the Anti-reflection film
manufacturing process, establishing a system that allows for
quality monitoring throughout the entire length of the prod-
uct. This is linked to SCADA* and production management
systems, enabling us to analyze huge amounts of complex
data using data science and develop our own proprietary
Al. This makes it possible to visualize quality, detect anom-
alies, and predict defects in real time. Through these efforts
to automate quality control, we have created a system that
prevents consecutive defects, thereby achieving a significant
reduction in defect rates.

We are expanding these efforts to other business sites. In
addition to developing next-generation sensing technologies
and applied solutions incorporating Al, we are also focusing
on research and development aimed at improving prediction
accuracy and automation through the latest data science. By
continuously working on these initiatives, we aim to achieve
innovative quality improvements and realize smart factories.

* SCADA: Supervisory Control And Data Acquisition system, integrated monitoring and control system
that gathers on site information in one place in the industrial field.
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Technology Education and Human Resource
Development

In line with our basic policy for human resource development,
the Dexerials Group continually develops specialists who
demonstrate high levels of ability in quality control.

We have produced a “roadmap for quality training” that
clarifies the quality management knowledge required in
each post at a wide range of levels, from new employees to
specialized technicians. We provide training for all divisions,
incorporating practical exercises to help employees acquire
specialized knowledge and tools. This includes founda-
tional training, such as quality control and “Seven QC Tools
Training,” as well as more advanced training like “Statistical
Methods Training.”

In response to changes in the educational environment,
including the normalization of remote work and measures to
control infectious disease spread, we are improving the con-
venience and efficiency of training, by offering a wider range
of formats, such as face-to-face, online, and e-learning to
enhance educational opportunities.

Quiality training includes trainee surveys, and we are
reviewing training content and textbooks to improve quality
literacy (i.e., the ability to put quality into practice).

feias ot ’ ’

Snapshot from the group session to create a cause and effect diagram in the
“Seven QC Tools Training”
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Social Contribution Activities '

The Dexerials Group is engaged in various social contri-
bution initiatives both within and outside Japan that aim
to revitalize the regions in which we operate and pass
on a better environment to future generations.

Community Revitalization Activities

% Collaboration with Utsunomiya Blitzen
(Dexerials presents “Watarase Criterium”)

Since 2015, we have been working with Utsunomiya Blitzen, a
community-based professional cycling road race team in Tochigi
Prefecture, to revitalize the region through sports. In fiscal 2023, we
visited elementary and junior high schools in the prefecture to hold
bicycle traffic safety classes. We also supported the Watarase
Criterium*, a full-fledged bicycle race held at Watarase Cycle Park in
Tochigi Prefecture, which is open to everyone from elementary school
students to adults.

L

*Criterium: A race in which rankings are determined by completing a set number of laps
over a short section of track.

Delivering the Excitement of Theater to
Children with Theater of the Heart

Theater of the Heart (Kokoro no Gekijo) is a social contribution
project sponsored by the Butai Geijutsu Center and Shiki Theatre
Company. Children from across Japan are invited to attend Shiki
Theatre Company performances free of charge, and the plays are
used to convey important mes- = =
sages about life. We have sup- 1
ported the aims of this project
since April 2024, sponsoring
performances in Tochigi,
Hokkaido, and Miyagi prefectures,
where Group bases are located.

Introduction

t s Dexerials Cup: 21st Miyagi Prefecture
Champions Cup U-12 Soccer
(297 Tournament

We have been sponsoring this tournament, which is organized by the
Miyagi Football Association since 2013 with the aim of contributing to
the local community through sports promotion and youth develop-
ment. Fiscal 2023 marked the second year since the women’s
division was added to the tournament, providing a rare opportunity
for both male and female teams to come together. Coaches and
parents of participating teams have expressed their gratitude for our
support of the tournament.

0 Tome Industrial Festival

Since 2008, we have participated in this industrial festival held in the
city of Tome, Miyagi Prefecture, where one of our Group bases is
located. The purpose of this event is to showcase Tome’s diverse and
outstanding manufacturing industry and array of companies, as well
as to provide a space for interactions with local residents. The festival
held in fiscal 2023 was a great success, with a hands-on project area
where participants made their own “sparkling crystals” under the
guidance of organizing
committee members.

Value Creation Story
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Environmental Protection Activities

Restoring Greenery to the Mountains of
Ashio, Tochigi Prefecture

Since 2009, we have assisted afforestation as a corporate member of
the NPO Grow Green in Ashio. Every year, we host an event attended
by our executive officers, employees, and their families, and engage

in tree-planting activities.

Donations and Contribution Activities

TABLE FOR TWO

We take part in the TABLE FOR TWO program in the company cafete-
rias of the Headquarters and Tochigi Technology Center, the Kanuma
plants, and the Tome Operation of Dexerials Photonics Solutions
Corporation. When employees purchase healthy meals, 20 yen,
which is the equivalent of the cost of one school meal in a developing
country, is donated for every meal purchased to support school
meals for children in need. In fiscal 2023, we donated 112,440 yen,
equivalent to 5,622 school meals.
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Governance

Corporate

Governance GI=rE™
Dexerials is working to enhance corporate governance in
order to live up to the trust and expectations placed on us
by all our stakeholders and to achieve sustainable growth
and improve corporate value.

Toward Strengthening Corporate Governance

Since our listing in 2015, we have maintained transparency
and objectivity in our management supervisory by having in
place a Board of Directors whose majority are outside direc-
tors with a high degree of independence and specialization.
The decision-making process for officers’ nomina-

tion and remuneration is handled by the Nomination and
Remuneration Committee, an optional committee, which
was established in 2019. The majority of the members and

Dexerials’ Corporate Governance System (As of November 2024)
General Meeting of Shareholders

Election / dismissal

Reports /
cooperation

R

. . Directors who are not
Audit gg%ﬁﬁggglsory H members of the Audit and
Auditing  Sypervisory Committee

Instruction / reports :[

L Internal Audit Section

Reports /
cooperation  Internal audits </

Appointment /

Accounting Auditor dismissal

Accounting audits 2 2
9 Board of Executive Officers

Instructions /
orders

Risk Management Committee

S

Election / dismissal Election / dismissal
Board of Directors

Representative
Directors

Introduction

the committee chairperson are outside directors. It holds
discussions on matters such as the evaluation of executive
directors, succession planning for officers, and the officer
remuneration system to ensure the transparency and sound-
ness of management. In 2019, we introduced the entrusted
executive officer system to further spread the delegation of
authority to speed up decision-making. In 2021, we transi-
tioned our institutional design from a company with an Audit
and Supervisory Board to a company with an Audit and
Supervisory Committee, which has allowed a more precise
separation of management oversight and accelerated the
promotion of a monitoring model. In 2024, to vigorously pur-
sue further corporate value enhancement and sustainable
growth as outlined in the new Mid-Term Management Plan,
we revised the executive officer remuneration system to place
greater emphasis on incentives and more strongly encourage
the sharing of profit consciousness with shareholders.
Moving forward as well, we need to address significant
environmental changes and engage in business portfolio

Value Creation Story
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expansion that contributes to the evolution of digital tech-
nology. Further down the road, it is necessary to achieve a
balance of economic value and social value. For this, it is
crucial that we correctly determine the Company’s direction
and maintain and enhance our management system, which
underpins speedy and bold decision-making (risk-taking).
At the same time, advancing the evolution of our corporate
governance system toward greater effectiveness and trans-
parency is essential.

Election and Dismissal of Directors / Directors
Serving as Audit and Supervisory Committee
Members;

Election and Dismissal of the Members of the
Management; Nomination of Candidates

In nominating directors (excluding directors serving as Audit
and Supervisory Committee members), we select candidates
who have the character and judgment that are in accordance
with our corporate philosophy, exhibit execution skills that

History of Corporate Governance Reforms

Jul. 2015

® Listed on the TSE first
section Exchange

® Board of Directors
composition: majority
independent outside
directors

Nomination and
Remuneration
Committee

Consultation /
reports

Election / dismissal / supervision

2015 2016

[ Jun. 2016

® Introduced
performance-linked
stock compensation

2017

2018

Jul. 2019

® Established Nomination and
Remuneration Committee

@ |ntroduced entrusted
executive officer system

® Enhanced the delegation of

executive authority

Jul. 2021

® Headquarters relocated to
Tochigi Prefecture

2019 2020 2021

2022 2023 2024

l Jun. 2021

® Switched to a company with an Audit and
Supervisory Committee

® Revised policy on determination of officer

Jul. 2024

® Revised the
executive officer
remuneration

Executive Officers
1
[ 1
Each Business Unit/Div. / Dept. Affiliates

78

plan

remuneration (reviewed the KPIs, etc., used
to decide remuneration)

® Status of all executive directors changed to
one based on delegation agreement based

® Further enhanced the delegation of
executive authority

system and
partially amended
the performance-
linked stock-based
compensation plan
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demonstrate leadership, and excel in communication.

For the nomination of directors serving as Audit and
Supervisory Committee members, the criteria include having
experience and knowledge in areas such as corporate man-
agement, finance and accounting, and legal affairs, with a
particular emphasis on sufficient knowledge in finance and
accounting. Candidates can be selected from inside and
outside the Company.

For outside directors, we invite individuals who have
experience as managers at global companies, knowledge
relating to technology development, professional experience
and expertise in areas such as law or financial accounting,
and who consistently maintain a fair perspective.

Also, outside directors are determined in consideration
of the balance of knowledge, experience, specialist areas,

Skills Matrix of the Board of Directors

Introduction

etc., of the Board of Directors as a whole. We do not exclude
those with management experience at other companies. A
skills matrix is used to clearly state the management balance
we consider ideal for Dexerial’s Board of Directors.

Independent outside directors make up a majority of the
Company’s Board of Directors, and accordingly, the mecha-
nism is such that officer candidates are selected from a neu-
tral perspective. In addition, when appointing and dismissing
management executives and nominating officer candidates,
decisions are made based on the deliberations and reports of
the Nomination and Remuneration Committee, a majority of
the members and the chair of which are independent outside
directors.

Area of expertise held by Directors that they are particularly expected to demonstrate

Position Corporate  Technology  Sustainability Global Legal and agrozr:ﬁ?n& /
management management management business compliance Capital pofcijcy
Representative Director and President - .
Nomination and Remuneration Committee Member Yoshihisa Shinya L L L ®
Representative Director )
Nomination and Remuneration Committee Member Toshiya Satake L L ® L
Outside Director
Chairperson of the Nomination and Remuneration Takashi Yokokura [ ] [ ] [ ] [ ]
Committee
Outside Director . .
Nomination and Remuneration Committee Member Satoshi Taguchi ® ® o o
Outside Director L .
Nomination and Remuneration Committee Member Toshihiro Hagiwara L L L
Outside Director
Chairperson of the Audit and Supervisory Committee Rika Sato [ ] [ ] [ ]
Nomination and Remuneration Committee Member
Standing Director . )
Audit and Supervisory Committee Member Masato Taniguchi ® ® ®
Outside Director
Audit and Supervisory Committee Member Tetsuyuki Kagaya [ ] [ ]

Nomination and Remuneration Committee Member

* The above table does not cover individual directors’ entire range of knowledge and experiences.
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Composition of Officers with Diverse Skills

The members of our Board of Directors are highly com-
petent in the areas of technology management, finance
and accounting, capital policy, and legal affairs, and have
management experience at global companies. Additionally,
they are equipped with other diverse skills, including exper-
tise in corporate governance, CSR, and environmental
issues, which are necessary for propelling sustainability
management.

Directors and Board of Directors

As of November 2024, our Board of Directors consists of
eight members, including five outside directors, therefore
outside directors always account for the majority. As experts
in corporate management and various other fields, the out-
side directors have abundant experience and a high level of
insight, and they play a role in strengthening oversight from
an independent and fair standpoint.

In principle, the Board of Directors conducts regular
meetings once per month, where it decides legally mandated
matters, determines major management policies and strate-
gies, selects candidates for officers, determines the remuner-
ation of individual directors, and oversees the execution of
business.

Apart from the Board of Directors meetings, the Board
conducts business site visits, including those to subsidiaries,
and also holds off-site meetings. At these off-site meetings,
discussions regarding the Board’s ideal form, philosophy,
and policies are carried out, as are discussions on import-
ant measures, starting from their formulation phase. For
instance, continuous discussions have been held with the
outside directors regarding the new Mid-Term Management
Plan from the stage of its formulation through finalization.
The future composition of the Board of Directors, succession
planning, and other matters that lead to the realization of the
Board’s vision are also discussed.

The outside directors seek to better communicate with
the execution team through these discussions. They then
leverage their findings to enhance discussions at the Board
of Directors, thoroughly considering the state of affairs on the
execution front.
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Audit and Supervisory Committee

Dexerials is a company with an Audit and Supervisory
Committee. The Company’s Audit and Supervisory Committee
comprises three members (of which two are outside directors)
and is chaired by an outside director, which ensures transpar-
ency and independence in audits. In addition, a position for
one standing Audit and Supervisory Committee Member has
been created to secure the effectiveness of audits.

Executive Officers and Board of Executive Officers
For business execution, executive officers receive broad dis-
cretionary authority to 12 appointed executive officers, aim-
ing to build a system that makes quick decision-making and
clarifies executive responsibility. Of the executive officers,
two also serve as internal directors. The 10 executive officers
who do not serve as internal directors have concluded a
delegation agreement with the Company regarding the exe-
cution of business.

In principle, the Board of Executive Officers is held twice
a month, with 12 executive officers as members. It examines
the status of, and issues regarding, business execution,
in addition to conducting discussion of major proposals in
advance in order to have meaningful dialogues at the Board
of Directors meetings.

Internal Audits and Audits by the Audit and
Supervisory Committee

The Internal Audit Section conducts internal audits based
on the audit plan prepared at the beginning of the fiscal
year, taking into account the development and operating
status of the internal control, compliance, and risk manage-
ment systems of the Company and its Group companies. It
then evaluates an internal control reporting system(J-SOX).

Introduction

The audit results are reported to the Audit and Supervisory
Committee and the Board of Directors (dual reporting line).
The Internal Audit Section also checks the reports submitted
by the audited business units and monitors the status of the
improvements being made. The J-SOX evaluation results are
reported in a similar manner, via the J-SOX secretariat, and
for any deficiencies detected in each control, the Internal
Audit Section checks the status of the improvements being
made. Once every quarter, the Internal Audit Section holds

a meeting with the accounting auditor (the so-called three-
way audit meeting) to exchange opinions. For any significant
internal control-related events identified through internal
audits, the Internal Audit Section provides information to

the accounting auditor and seeks appropriate guidance and
advice as necessary.

The Audit and Supervisory Committee formulates the
audit policy and audit plan, prepares audit reports, and eval-
uates and selects the accounting auditor. For consent on
the accounting auditor’s remuneration and matters such as
checking the development and operating status of the inter-
nal control system, the committee reviews the situation and
votes for decisions as necessary.

In accordance with the audit policy and division of duties
determined by the Audit and Supervisory Committee, the
committee members participate in the Board of Directors
meeting and other important meetings and exchange views
with the directors. Additionally, they check and exchange
opinions on the audit reports provided by the Internal Audit
Section and those officers in charge of subsidiary audits. At
the three-way audit meeting, the committee members also
check and exchange opinions on the content of the account-
ing auditor’s audit plan.

The standing committee member attends the Board of

Changes in the Number of Officers (as of end-June each year; as of November 2024 only)

Directors (of which, outside)

Value Creation Story

Audit and Supervisory Committee Members (of which, outside) 3 (2)

Executive Officers* 10

* Including executive officers who are directors
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Executive Officers meetings and other meetings, and also
goes through documents involving important resolutions. He
also interviews representatives from various business units,
the Risk Management Section, and global subsidiaries, and
exchanges views with the Internal Audit Section. Additionally,
he works to strengthen communication with the accounting
auditor by confirming the progress of audits and exchanging
opinions on a monthly basis.

Accounting Audit

The Company has an audit agreement with
PricewaterhouseCoopers Japan LLC, which conducts
accounting audits in compliance with the Companies Act and
the Financial Instruments and Exchange Act. To ensure strin-
gent audits, measures have been taken so that the Company
and the accounting auditor share no material interests and
will not be involved in accounting audits of the Company for
more than a certain period of time.

Evaluation of Board Effectiveness and the

Formulation of an Action Plan

Basic Approach

The Company’s Board of Directors conducts a regular evalu-
ation of its effectiveness once a year. While also utilizing the
objective viewpoint of a third party, all members of the Board
strive to clarify the status of Board effectiveness and associ-
ated challenges and to step up efforts toward improvement.

Evaluation of Effectiveness and Action Plan
Formulation Process
To ensure assessment objectivity and transparency, a third
party conducts individual interviews with all directors using a
questionnaire prepared by the Board of Directors Secretariat.
Each director’s responses are then analyzed and summarized.
At the Board of Directors meeting, an interim review is
conducted mid-year to check the progress of the action plan
for that fiscal year. After the fiscal year has ended, the Board
summarizes the state of affairs based on the results of third-
party evaluation and formulates the action plan for the next
fiscal year.
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Interim Review of Activities Based on the Action Plan
(December 2023)
Given that fiscal 2023 is our third year since transitioning to a com-
pany with an Audit and Supervisory Committee, we first reviewed the
Board’s activities since fiscal 2021, along with the action plans. We
then set up an opportunity to go over the points the Board must
focus on in the second half of fiscal 2023 and in fiscal 2024 in order
to boost its effectiveness.

Assessment of Effectiveness and Formulation of an Action Plan
(January-July 2024)
(1) January-March 2024

As three years have passed since we transitioned to a company with
an Audit and Supervisory Committee, in addition to the Board of
Directors, we included the Audit and Supervisory Committee and the
Nomination and Remuneration Committee in the scope of the director
interview questionnaire to check the effectiveness of these commit-
tees as well. Feedback, support framework, and information provision
to individual directors were also among the items covered in the
questionnaire.

(2) April 2024

Matters were discussed at the Board of Directors meeting following
the presentation of a third-party report on the aforementioned
questionnaire interviews.

(8) May—July 2024

The Board of Directors discussed and determined an action plan for
the issues identified through discussions.

PDCA Cycle to Improve Board Effectiveness

the next fiscal year

=
® Discuss and consider the action plan for Act

® Assess effectiveness

® Conduct assessments based on the
secretariat’s questionnaire and third-
party interviews; discuss the results

Check

"
e L/
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TOPICS Results of the 2023 Effectiveness Assessment

1. Summary

The results of the evaluation for fiscal 2023 indicated that the

Board of Directors is operating in a highly effective manner.
The following items were identified as the strengths of

each meeting body and points of improvement from the

previous fiscal year.

Board of Directors

(1) Implemented effectiveness assessment that focused on the action
plan

(2) Made progress on discussions concerning Board succession

(3) Agenda setting in line with the functions and roles of the Board of
Directors; flexible Board operations

Audit and Supervisory Committee
Regarding the information obtained through the activities of the
standing Audit and Supervisory Committee member, accomplished
timely and appropriate sharing of such information with the Audit and
Supervisory Committee and outside directors.

7
® Formulate an action plan and agenda
that consider the assessment results of
Plan the previous fiscal year as well as the
management direction of the current
fiscal year and beyond

Activities based on the action plan and
Do agenda of the current fiscal year

Interim review

Review the progress of the action plan and agenda for the first
half of the fiscal year and make revisions and adjustments for
upcoming discussions in the second half of the fiscal year

Based on the summarization, the points shown below were

identified as items to consider for further improvement of

effectiveness.

(1) Forming a common understanding of the definition of a
“Monitoring Board” that we should pursue

(2) Forming a common understanding of the division of duties among
the members of the Nomination and Remuneration Committee;
deepening discussions on the future Board composition (including
the role of Board chairperson) based on this

(3) Sharing of matters concerning institutional investor engagement,
etc., at the Board of Directors meetings; their use in future engage-
ment activities

(4) Review of the information being provided to outside directors
(including the level of accuracy, timing, etc.)

(5) Further discussions between the Audit and Supervisory
Committee and the business execution team regarding the role of
the Audit Department

2. Action plan for fiscal 2024
The Board of Directors has devised the following action plan
for fiscal 2024 to deepen discussions on the functions, roles,
and operations of a Board that can contribute to the effec-
tiveness of the new Mid-Term Management Plan (improve-
ment of corporate value for the medium to long term).
(1) Form a common understanding of the definition of a “Monitoring
Board” that we should pursue (strengthen the oversight function)
e Conduct fixed-point observation and timely discussion regarding
capital allocation, which is the starting point of our growth strategy
e Bolster growth strategy and the management base aligned with
it; monitor reforms
(2) Deepen discussions on Board succession, reflecting on our future
vision for the Board of Directors
¢ Reassess the role of the Nomination and Remuneration
Committee as an advisory body to the Board of Directors
e Determine the scope of advice; follow up on the report content
(3) Discuss how oversight and audit functions ought to be; promote
further discussions between the Audit and Supervisory Committee
and the business execution team
® The role of audit that raises the effectiveness of monitoring
(operation and management of the Audit Department)
e Decide themes for the audit plan of the Audit and Supervisory
Committee and for internal audits, also referring to the items
being monitored at the Board of Directors meetings
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Nomination and Remuneration Committee

In order to guarantee appropriate and transparent deci-
sion-making processes for the selection, dismissal, and
remuneration of officers, the Company has established a
Nomination and Remuneration Committee as an advisory
body to the Board of Directors. The committee consists

of seven directors, of which more than a majority (five) are
independent outside directors. In addition, the committee’s
chairperson is an independent outside director to ensure
objectivity and transparency.

The Nomination and Remuneration Committee discusses
succession planning and training for officers, including the
Representative Director and President, as well as the skills
required to serve on the Board of Directors, from the per-
spective of our corporate vision. In addition, the Committee
has repeatedly discussed the appropriateness of remuner-
ation structures and the performance-linked compensation
system, as well as targets and evaluation, with regard to
the basic policy for officer remuneration. In fiscal 2023, the
Nomination and Remuneration Committee held seven regular
meetings and also met three times outside these meetings
for more intensive discussions. The committee’s main topics

Nomination and Remuneration Committee Meetings in
Fiscal 2023

m Matters deliberated on

@ Deliberation on the board composition and candidates
April 2023 @ Deliberation on the policy to determine officers’ remuneration
® Deliberation schedule for fiscal 2023

® Deliberation on the amounts of officers’ remuneration

May 2023 ® Assessment of directors’ performance in fiscal 2022

® Discussion on succession planning (activity plan)
July 2023 @ Discussion on revising an executive officer remuneration system
® Report on fiscal 2023 commitments

@ Discussion on the definition of talent requirements for
October succession planning
2023 ® Discussion on the skills matrix
® Discussion on revising an executive officer remuneration system

December @ Discussion about Board succession
2023 @ Discussion on revising an executive officer remuneration system

January @ Discussion on succession planning (activity report)
2024 ® Discussion on the officer composition for the next fiscal year
@ Discussion on revising an executive officer remuneration system

@ Discussion about Board succession

@ Discussion on the skills matrix and officer composition for the
next term

® Deliberation on the policy for determining officers’ remuneration

March 2024
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Introduction

of discussion were the selection of officer candidates, con-
firmation of the successor development process, the skill
requirements of the Board of Directors, performance evalua-
tion when determining officer remuneration, and the structure
and appropriate level of compensation.

In fiscal 2024, the committee plans to advance discus-
sions with a greater focus on in-depth conversation regarding
Board successions, also considering the action plan pre-
pared in line with the assessment of Board effectiveness.

Officers’ Remuneration

Basic Policy
Policies concerning compensation paid to directors are deter-
mined by the Board of Directors after continual deliberations
by the Nomination and Remuneration Committee, including
objective discussions regarding our vision for the future
corporate governance structure, and the development of an
executive officer remuneration system that will contribute to
sustainable growth and the enhancement of corporate value.
The appropriate remuneration levels are determined by
comparing the Company’s current remuneration systems
and levels with those of companies of similar size, type, and
industry. This comparison is based on executive compensa-
tion survey data provided by external research organizations.

Value Creation Story
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T0PICS Composition of Officers’ Remuneration

In line with the basic policy of the new Mid-Term
Management Plan starting in fiscal 2024, we seek to imple-
ment individual measures and achieve sustainable growth
at an accelerated pace while also boosting the motivation of
directors and officers more speedily toward the enhancement
of corporate value for the medium- to long- term. To this
end, we strengthened the link between officers’ remuner-
ation and the Company’s business performance, raise the
ratio of stock-based compensation, and revise the method
for providing stock-based compensation to promote further
value-sharing with the shareholders.

Specifically, for the representative directors, we have
increased the performance-linked portion of total remuner-
ation. In particular, we have raised the ratio of stock-based
compensation to bolster their drive to share profits and risks
with the shareholders and enhance corporate value. The
remuneration of the representative director upon achieving
each evaluation indicator selected as performance targets is
as follows. Please note that outside directors and directors
serving as Audit and Supervisory Committee members are
only paid base remuneration.

Representative Director Remuneration Structure

Before revision

N Stock
Monetary compensation

After revision

Monetary Stock
compensation information

4

Basic Approach to Determining Officers’ Remuneration

® Officers’ remuneration shall correspond to the role,
responsibilities, and performance of each officer

® Officers’ remuneration shall be designed such that it
reflects the medium- to long-term management strategy
and also strongly incentivizes sustainable growth

©® The composition of officer remuneration shall be such
that it encourages the sharing of profits and risks with
the shareholders, raises awareness of the shareholders’
perspective, and instills a stronger drive to enhance
corporate value

® The level of remuneration shall be appropriate for attract-
ing and retaining excellent global human resources

® The remuneration determination process shall be objec-
tive and transparent
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30% 20% 30% 30% 40%

Fixed 50% Variable 50% fixed Variable 70%
30%
STI LTI ‘

‘ Base 50%

Base H STI H LTI ‘

* STI: Short-term incentives * LTI: Long-term incentives
* Base remuneration makes up 100% of the remunerations for outside directors and directors serving as
Audit and Supervisory Committee members.

Base Remuneration

Remuneration allocated based on one’s job title and respon-
sibilities (weighted allocation) is paid as a monthly fixed com-
pensation. The maximum amount of remuneration for directors
(excluding Audit and Supervisory Committee members) was
set at 450 million yen annually (including @ maximum of 70 mil-
lion for outside directors), as per resolution at the 12th Annual
General Meeting of Shareholders held on June 25, 2024. The
maximum amount of remuneration for directors serving as
Audit and Supervisory Committee members was set at 70
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million yen annually, as per resolution at the above-mentioned
Annual General Meeting of Shareholders.

TOPICS ~ Performance-linked Compensation

Performance-linked compensation comprises “performance-
linked pay,” which is paid according to performance during
the fiscal year, and “stock-based compensation,” which is
intended to foster the awareness that directors share interests
with shareholders and to provide motivation for achieving
objectives over the medium to long term. Performance-linked
compensation is designed to motivate the Company’s exec-
utive directors to manage with an awareness of performance
and share prices not just in a single fiscal year, but also over
the medium to long term.

Performance-linked pay is determined using consolidated
net sales and EBITDA, which demonstrate the Company’s
earnings power, as evaluation indicators, while also taking
into account the evaluation by the Remuneration Committee,
which is chaired by an outside director and whose majority
are outside directors. Regarding the above performance
indicators, performance-linked pay is calculated at the ratio
of 50% consolidated net sales and 50% EBITDA, and the
amount determined is divided by 12 and the divided amount
is paid monthly from the month following the conclusion of
the Annual General Meeting of Shareholders.

Stock-based compensation is set separately from mon-
etary compensation to strengthen the recipients’ awareness
toward improving the Company’s medium- to long-term
performance and enhancing corporate value. Specifically,

Fluctuation Range of Representative Directors’
Performance-linked Compensation

Stock-based

Monetary
— compensation compensation”

Base

remuneration 7

* RS: Restricted stock
PSU: Performance share unit

£ Monetary i Stock-based ion ————1
E

= Base | e tormance-linked pay: 200% | RS PSU: 200%
A remuneration : °

: +—————Monetary i +—Stock-based

1

E Base Performance- RS PSU:

g remuneration |linked pay: 100% 100%

1

1

1

E

E

£

* 0% for performance-linked pay and PSU

Introduction

once every five consecutive fiscal years, the Company
contributes to a trust the capital necessary for acquiring

the shares slated to be granted to the directors. The shares
acquired through the trust are granted in two ways: restricted
stock (RS) granted according to points commensurate to the
job post, with one point being equivalent to one share, and
performance share units (PSU) granted according to points
reflecting the results versus the Mid-Term Management Plan,
with one point also being equivalent to one share. Directors
receiving the shares sign a transfer restriction agreement,
which restricts them from disposing of the granted shares via
transfer and other means until they retire as directors.

As evaluation indicators to determine PSUs, we use total
shareholder return (TSR), which encourages directors to
share profit-consciousness with the shareholders, in terms
of both the benefit of stock price appreciation and the risk of
stock price decline, while also motivating them to contribute
to the Company’s sustainable growth and corporate value
enhancement. On the front of technology and human capital
(the materiality indispensable to our sustainable growth), the
degree of our achievement of sustainability strategy targets
set as priority management targets is reflected as well.

The amount of PSUs to be granted is determined based
on the level of achievement of the above-mentioned indi-
cators over the period of the Mid-Term Management Plan.
Furthermore, the amount of PSUs will be reduced partially
or in full if we cannot reach the minimum targets that should
be met to fulfill our responsibility as a corporate entity. These
include cases where the average ROE performance during

Timing of Granting Points and Delivering Shares, etc. Under

the Stock-based Compensation Plan

[ | Timing o granting points | Timing ofdelvering sares, ofc. |
RS After the end of each fiscal year At a fixed time each year

After the end of the final year of the At a fixed time during the fiscal year following the
Mid-Term Management Plan final year of the Mid-Term Management Plan

PSU

Performance Indicators for Performance-linked
Compensation Serving as Medium- to Long-term Incentives

Evaluation it Fluctuation
EEEEEEET T

Total shareholder TSR performance over five years o o0
returns (TSR) (versus benchmark companies) 80%  0-200%

Level of achievement of key performance indicators
for technology and human capital (the materiality 20% 0-200%
indispensable to our sustainable growth)

Sustainability
strategy target
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the performance-linked term falls short of a certain level or
where the CO2 emissions reduction target is not achieved in
the area of climate change, which is a material social issue.

Amount of Officers’ Remuneration in Fiscal 2023

Total amount of remuneration, etc. by type (Millionsyen)

Performance-linked Number
compensation of eligible
officers

Total amount of
remuneration,

ete. Base

((MTFFTIN remuneration  performance- ~ Stock-based
linked pay i

Officer classification

Directors (excluding directors

serving as Audit and Supervisory 315 109 75 130 4
Committee Members)

Directors (Audit and Supervisory _ _

Committee Members) 37 87 4
Total 353 147 75 130 8
(of which, outside officers) 40 40 — — 4

* The total amount of non-monetary compensation, to directors (excluding Audit and Supervisory
Committee members and outside directors) consists of 130 million yen in stock-based compensation,
which forms part of performance-linked compensation.

Decision-making Process

In order to guarantee appropriate remuneration for officers
and transparency of decision-making processes, the
Company has established a Nomination and Remuneration
Committee as an advisory body to the Board of Directors.
The decision-making process of the Board of Directors shall
involve referral to and deliberation by the Nomination and
Remuneration Committee for matters relating to the compo-
sition of remuneration of directors (excluding directors who
are Audit and Supervisory Committee members) and execu-
tive officers, determination of the appropriateness of design
and setting targets for the performance-linked compensation
system, and evaluation of performance, etc.

The remuneration of individual directors (excluding direc-
tors who are Audit and Supervisory Committee members)
shall be determined by a resolution of the Board of Directors
following discussion by the Nomination and Remuneration
Committee and within the range of remuneration determined
by a resolution of the General Meeting of Shareholders in
advance.

The remuneration of individual directors who are Audit
and Supervisory Committee members shall be determined
through discussions among the Audit and Supervisory
Committee members, within the range of the maximum
remuneration amount approved in advance at the General
Meeting of Shareholders.
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Corporate Governance Report (Japanese only)
For more details, please refer to our website.

Directors
Yoshihisa Shmya Apr. 2016 Executive Officer, Product Development Division
) ) Head, Business Unit Group Deputy-Head,
Attendance lat th<=T FY2023 Board .Of Dlrectorls meetings: 13/13 Corporate R&D Division Deputy-Head, Dexerials
Representative Director and President, President and Corporation
Executive Officer . . .
Officer in charge of management and business operations Apr. 2017 S.erluc_)r Executive Of'fICte, Produgt Develgpment
Division Head, Automotive Devices Business
Group Head, Dexerials Corporation
Jan. 2019 Senior Executive Officer, Automotive Solutions
Jul. 2001 Joined Sony Chemicals Corporation (current Business Unit Head, Dexerials Corporation
Dexerials Corporation) Mar. 2019 President and Executive Officer (to present),
Apr. 2005 General Manager, Development Department, Automotive Solutions Business Unit Head,
Optical Material Business Unit, Dexerials Dexerials Corporation
Corporation Jun. 2019 Representative Director and President, Dexerials
Apr. 2012 Deputy Head, Optical Solutions Products Corporation (to present)
Business Division, Dexerials Corporation Mar. 2022 President and CEO, Kyoto Semiconductor Co.,

Sep.2012 Deputy Head, Optical Solutions Products
Business Unit, Dexerials Corporation

Apr. 2014 Executive Officer, Optical Solutions Products
Business Unit Head, Dexerials Corporation

84
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Toshiya Satake

Attendance at the FY2023 Board of Directors meetings: 13/13
Representative Director and Senior Managing Executive Officer
Officer in charge of management and administration

Apr. 1983 Joined Hokkaido-Tohoku Development Finance
Public Corporation (current Development Bank of
Japan Inc.)

Apr. 2006 Deputy Head of Business Development
Department, Head of Transaction Services Group,
Development Bank of Japan Inc.

Jun. 2009 Director, General Manager, Planning Department,
Skynet Asia Airways Co., Ltd. (current Solaseed
Air Inc.)

Apr. 2012 Head of Regional Planning Department,
Development Bank of Japan Inc.

Jun. 2013 Head of Regional Planning Department, Head of
PPP/PFI Promotion Center, Development Bank of
Japan Inc.

Apr. 2014 Advisor, Dexerials Corporation

Jun. 2014 Standing Audit & Supervisory Board Member,
Dexerials Corporation

Jun. 2019 Representative Director and Senior Managing
Executive Officer, Dexerials Corporation (to
present)

Oct. 2020 Representative Director and President, Dexerials
Precision Components Corporation

Takashi Yokokura

Attendance at the FY2023 Board of Directors meetings: 13/13
Outside Director

Independent Officer

Apr. 1971 Joined Tokyo Optical Co., Ltd. (current TOPCON
Corporation)

Jun. 2002 Executive Officer, TOPCON Corporation

Jun. 2003 Director, TOPCON Corporation

Jun. 2006 President and Representative Director, TOPCON
Corporation

Dec.2012 Governor, Tokyo University of Science

May 2015 Outside Director, Dexerials Corporation (to
present)

Jul. 2020 External Director, KIKUCHI SEISAKUSHO CO.,
LTD. (to present)
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Satoshi Taguchi

Attendance at the FY2023 Board of Directors meetings: 13/13
Outside Director

Independent Officer

Apr. 1981

Apr. 2013

Jul. 2013

May 2015

Apr. 2016

Apr. 2017

Jun. 2017
Jun. 2018
Jun. 2020

Apr. 2021
Jun. 2021

Joined Nippon Oil Corporation (current ENEOS
Corporation)

Executive Officer and General Manager of
General Administration Department, JX Nippon
Oil & Gas Exploration Corporation

Executive Officer and General Manager of
General Administration Department, JX Nippon
Oil & Energy Corporation (current ENEOS
Corporation)

Executive Officer and General Manager of Legal
& Corporate Affairs Department, JX Holdings, Inc.
(current ENEOS Holdings, Inc.)

Director and Senior Vice President, JX Nippon
Oil & Energy Corporation (current ENEOS
Corporation)

Director and Senior Vice President, JXTG Nippon
Oil & Energy Corporation (current ENEOS
Corporation)

Director and Senior Vice President, JXTG
Holdings, Inc. (current ENEOS Holdings, Inc.)
Statutory Outside Corporate Auditor, Nippon
Shokubai Co., Ltd.

Senior Vice President, ENEOS Holdings, Inc. and
ENEOS Corporation

Advisor, ENEOS Corporation

Outside Director, Dexerials Corporation (to present)

Toshihiro Hagiwara
Attendance at the FY2023 Board of Directors meetings: —
Outside Director

Independent Officer

Apr. 1996
Aug.2004
Apr. 2006
Jan. 2017

May 2019

Jul. 2019

Sep.2019

Jul. 2021

Jun. 2024

Joined RECOF Corporation

Joined Cerberus Japan K.K.

Managing Director, Cerberus Japan K.K.

The Asahi Shimbun Company (Corporate
Planning Office, Strategic Investment Division)
Managing Executive Officer (in charge of
Management), TechnoPro Holdings, Inc.Director
and Senior Executive Officer, TechnoPro, Inc. (to
present)

Managing Executive Officer (in charge of
Management) and CFO, TechnoPro Holdings, Inc.
Director (in charge of Management), Managing
Executive Officer and CFO, TechnoPro Holdings,
Inc.

Director, TechnoPro Construction, Inc. (to present)
Managing Director and CFO, TechnoPro
Holdings, Inc. (to present)

Outside Director, Dexerials Corporation (to present)

| Governance (Directors and Executive Officers)

Directors (Audit and Supervisory Committee Members)

Rika Sato

Attendance at the FY2023 Board of Directors meetings: 13/13
Outside Director, Chairperson of the Audit and Supervisory
Committee

Independent Officer

Apr. 1992 Registered as attorney-at-law (The Tokyo Bar
Association)

Dec.1998 Registered as attorney-at-law (New York State)

Jun. 2000 Joined Asahi & Koma Law Office (current
NISHIMURA & ASAHI)

Jan. 2003 Partner, Asahi & Koma Law Office

Jun. 2007 Joined Jones Day, Partner

May 2015 Outside Audit & Supervisory Board Member,
Dexerials Corporation

Jan. 2016 Partner, Ota & Sato

Jun. 2018 Outside Director, CMK CORPORATION (to
present)

Jun. 2019 Outside Director, Dexerials Corporation

Jul. 2019 Partner, Sato & Partners (to present)

Nov.2019 Examiner for the National Bar Examination
and Examiner for the Preliminary National
Bar Examination (in charge of Code of Civil
Procedure)

Jun. 2021 Outside Director (Audit and Supervisory
Committee Member), Dexerials Corporation (to
present)

Jun. 2022 External Director, Nihon Plast Co., Ltd. (to
present)

Executive Officers, Division Heads, Business Unit Heads

Yoshihisa Shinya

President and Executive Officer
Officer in charge of management and business operations

Toshiya Satake

Senior Managing Executive Officer

Officer in charge of management and administration
Takashi Yoshida

Executive Officer

Production Strategy Division Head

Kozaburo Hayashi

Executive Officer

Global Sales & Marketing Division Head
Kuo-Hua Sung

Executive Officer
Technology Strategy Head Officer in charge of Dexerials
Innovation Group (DIG) Promotion Department
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Tetsuyuki Kagaya
Attendance at the FY2023 Board of Directors meetings: 13/13
Outside Director, Audit and Supervisory Committee Member

Masato Taniguchi

Attendance at the FY2023 Board of Directors meetings: 10/13
Director, Standing Audit and Supervisory Committee Member

Independent Officer

Apr. 2000 Lecturer, Hitotsubashi University Graduate
School of Commerce and Management

Apr. 2004 Assistant Professor, Hitotsubashi University
Graduate School of Commerce and Management

Apr. 2008 Associate Professor, Hitotsubashi University
Graduate School of Commerce and Management

Apr. 2017 Associate Professor, Hitotsubashi University
School of Business Administration

Oct. 2020 Professor, Hitotsubashi University School of
Business Administration (to present)

Jun. 2021 Outside Director (Audit & Supervisory Committee
Member), Dexerials Corporation (to present)

Apr. 1981 Joined Sony Corporation

Aug.1997 Transferred to Sony Chemicals Corporation
(current Dexerials Corporation)

Aug.2000 Director, General Manager, Engineering Division,
Dexerials (Suzhou) Co., Ltd.

Feb.2005 General Manager, Engineering Department,
Hybrid Circuit Board Division, Dexerials
Corporation

Oct. 2008 Deputy Head, Circuit Device Division, Dexerials
Corporation

Oct. 2012 General Manager, Neagari Plant, Dexerials
Corporation

Mar. 2015 Director and General Manager, Dexerials
(Suzhou) Co., Ltd.

Jun. 2019 Internal Audit Department, Dexerials Corporation
Auditor, Dexerials (Suzhou) Co., Ltd.

Auditor, Dexerials (Shanghai) Corporation

Oct. 2020 Audit & Supervisory Board Member, Dexerials
Precision Components Corporation

Jul. 2021 Auditor, Dexerials Korea Corporation

Aug.2022 Audit & Supervisory Board Member, Kyoto
Semiconductor Co., Ltd.

Jun. 2023 Director (Standing Audit and Supervisory
Committee Member), Dexerials Corporation (to
present)

Kentaro Oshima

Executive Officer
Automotive Solutions Business Unit Head

Naoyuki Tsuda

Executive Officer
Human Resources Division Head

Kazuyoshi Terashita

Executive Officer
Business Management Division Head

Kouiji Yamagishi
Executive Officer
Sustainability Promotion Division Head

Kazuya Hayashibe

Executive Officer
Representative Director and President, Dexerials Photonics
Solutions Corporation

Hiroshi Uchida

Executive Officer

Optical Solutions Business Unit Head
Kenji Kamiya

Executive Officer

Connecting Materials Business Unit Head

Yoshifumi Ueno
Corporate R&D Division Head
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(Message from the Newly Appointed Outside Director)

Message from the Newly Appointed
Outside Director

Independence Standards for Outside Directors

Aiming to achieve sustainable growth
and value creation by leveraging the
discipline of the capital markets.

If none of the following attributes applies to an Outside Director or a candidate for Outside
Director, the Company judges that such Outside Director or candidate for Outside Director
is independent from the Company.

1. A person who currently serves as Director (excluding Outside Director, with the same

outside Director TOShihiro Hagiwara

During the latter three years of the previous Mid-term Management Plan, the COVID-19 pandemic
caused disruptions, and geopolitical risks also surged. Despite this, we were able to refine our
earning power, which generates added value for our customers, and as a result, we significantly
outperformed our financial targets. The performance can be attributed to a successful combination
of several factors, including our tireless research and development to cultivate core competencies,
product development that anticipated technological trends, and the resolution of technological
issues our customers had not been aware of.

To a certain extent, we were able to build a management foundation that serves as the ground-
work for our next stage of growth, and in the capital markets, there are rising expectations for
Dexerials’ future. As our market capitalization expands, more investors become interested in the
Company. This further raises the importance of analyses from the perspective of investors, as
well as logical communication with them based on a common language. Under the current Mid-
term Management Plan, which factors in greater cash flow generation, we are planning to spend
three times as much on growth investment compared to the previous Mid-term Management plan.
Meanwhile, to grow while creating value, it is crucial that the return on investment exceeds the cost
of capital; hence, if the desired investment opportunities are not expected for some time, share-
holder returns will also be justified from the standpoint of capital efficiency. As upheld in the new
Mid-Term Management Plan, to “achieve sustainable growth and enhancement of corporate value

applying hereinafter), Audit & Supervisory Board Member (excluding Outside Audit &
Supervisory Board Member, with the same applying hereinafter), Executive Officer or
employee of the Company or subsidiaries of the Company (hereinafter referred to as the
“Dexerials Group”) (hereinafter referred to collectively as “Director etc.”) or served as
such in the 10 years prior to his/her appointment.

. A second-degree or closer relative of a Director etc. of the Dexerials Group
. A major shareholder of the Company (or if the shareholder is an organization, such as a

corporation, a person who belongs to it) *1

. A person who belongs to an organization of which the Company is a major shareholder *!
. A major business partner of the Dexerials Group (or if the business partner is a corpora-

tion etc., a person who belongs to it) *2

. A major lender to or creditor of the Dexerials Group (or if the lender or creditor is an

organization, such as a corporation, a person who belongs to it) *3

. A person who has received a donation amounting to 10 million yen or more in the current

fiscal year from the Dexerials Group (or if the person receiving such donation is an orga-
nization, such as a corporation or an association, a person who belongs to such organi-
zation or belonged to such organization in the most recent five years)

. A person who has received remuneration amounting to 10 million yen or more in the

current fiscal year for providing professional services concerning law, finance, tax affairs,
etc. or consulting services to the Dexerials Group (or if such person is an organization,
such as a corporation, a person who belongs to it)

. The company where a person serves as a Director etc. and the Dexerials Group have a

relationship of interlocking outside officers.*4

by balancing growth investments and shareholder returns” with certainty, | believe that our manage-
ment approach needs to evolve into one that leverages discipline concerning capital markets.
. . . . . 2% or more of annual consolidated sales of the said business partner or the Dexerials Group.
In the paSt, l Worked fOr a forelgn InVeStment fund fOr apprOXImately 13 yearsv Supportlng various *3 “Major lender” means a lender from which the Dexerials Group borrows an amount equivalent to 2% or more of consolidated total

companies in their business reforms and value enhancement. Currently, as the CFO of a tech-field assets.

. . o : ’ . . *4 “Relationship of interlocking outside officers” means receiving an outside officer from a company where a Director etc. of the Dexerials
HR service company, which was one of the fund’s investees, | take part in over 200 IR meetings a Group serves as an outside officer.
year, mainly with global institutional investors. The insights | gain from such dialogue are shared at
the Company’s Board of Directors meetings, and are used to inform management practices that take
the cost of capital and share price into account. As an outside director of Dexerials as well, | hope to
contribute to improving the Company’s Board effectiveness and “Achieving Evolution” as outlined in
the current Mid-Term Management Plan, while remaining mindful of the discipline of the capital markets.

*1 “Major shareholder” means a person who directly or indirectly holds 10% or more of the total voting rights.
*2 “Major business partner” means a person who received from the Dexerials Group or paid to the Dexerials Group an amount equal to

| 86 |
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(Communication with Shareholders and Investors)

Communication with
Shareholders and Investors

At Dexerials, we believe that timely and appropriate infor-
mation disclosure to shareholders and investors ensures our
decision-making transparency and fairness and guarantees
effective corporate governance functions. At the same time,
we also think such disclosure promotes public understanding
along with an appropriate market assessment of Dexerials
and thereby helps enhance the Company’s corporate value.
For this reason, rather than limiting ourselves to statutory dis-

Investor Relations Activities (FY2023)

closure, we work proactively to release through our website
and other channels financial and non-financial information
that leads to a more in-depth understanding of the Company
and its businesses. We also make every effort to build an
information disclosure system that is highly transparent and
trustworthy.

When holding dialogue with our investors, we select our
participants based on the policies and attributes of the inves-
tors, as well as the topic of the dialogue. In such a way, we
create opportunities for our president, the officer in charge
of investor relations, and other members of the management
team to have direct conversations with our investors and
shareholders in Japan and globally.

Number of
sessions

Financial results briefings for analysts
and institutional investors

Hosted a briefing session each quarter (with the president and the executive officers as speakers)
4 Posted financial results materials (financial results, presentation, Q&A summary, video) on our
website by the day after the briefing session

Meetings with analysts and institutional
investors (of which, those hosted by the
president and other executive officers)

300 Held one-on-one interviews with analysts and institutional investors in Japan and globally;
(72) conducted meetings during conferences and other events

Corporate briefings for individual
investors our website

Hosted an online corporate briefing session for individual investors. Posted the session video on

Facility visits for institutional investors
and the press

Conducted a tour for institutional investors and the press, showcasing the manufacturing process
1 of Anti-reflection films, technological exhibits, etc. (March 2024; Headquarters and Tochigi
Technology Center)

Facility visits for shareholders 1

After the Annual General Meeting of Shareholders, conducted a tour for shareholders, showcasing
the research facility dedicated to the automotive business, technological exhibits, etc. (June 2024;
Headquarters and Tochigi Technology Center)

Internal Dissemination of Feedback

The opinions and evaluations received from our shareholders and investors are shared with our management team and widely
across our organization, and the knowledge gained from the capital markets is applied to our business management and activities.

vy | Targetaudionce | Freauency | Dok

Reporting of IR activities to the
Board of Executive Officers

All executive officers Monthly

Sharing capital market insights on management improvement and
corporate value enhancement; these include analyst reviews, investor
opinions, and the state of share price and valuation

All executive officers
Relevant divisions

Sharing of analyst report
summaries

As required

Sharing summaries of the analyst reports issued by securities
companies via e-mail, etc.

Reporting of financial results

announcement and briefings AlICTEREE

After the announcement
of financial results

Sharing via e-mail the financial results summary, along with investors’
points of interest and evaluations of the Company
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Highlights (Achievements)

Plant tour for institutional investors
Under the previous Mid-term Management Plan, we have dedi-
cated substantial resources to the automotive business, which we
designated as a new business domain. For a more in-depth
understanding among our institutional investors regarding the
growth of our automotive business and the reason behind it, in
March 2024, we held a tour of the research facilities, manufacturing
processes, and equipment at our headquarters and Tochigi
Technology Center.

Following the tour, we invited the participants to a round-table
discussion with our officers, including -
the president, and through Q&A and
dialogue, we were able to deepen their
understanding of our businesses. In a
questionnaire regarding the event, we
received many comments expressing
high expectations for our Mid-Term

Snapshot from the round-table
Management Plan starting in fiscal 2024. discussion session

Annual General Meeting of Shareholders and a facility tour for
shareholders

Since June 2023, the Annual General Meeting of Shareholders has
been held at Headquarters and Tochigi Technology Center. On the
same day as the meeting, we have hosted a tour of our showroom
and other facilities, inviting many of our shareholders to gain a
more in-depth understanding of Dexerials. By seeing the products
and research facilities that are rarely on display and listening to the
explanations by our employees, including mid-career and young
staff members, the tour participants
deepen their understanding of the
Company. We have received com-
ments from the participants, stating
that they became even bigger fans of
Dexerials and that they wanted the tour
to be hosted again next time.

Tour snapshot

Corporate briefing session for individual investors

To create more opportunities for dialogue with individual investors,
we hold online corporate briefing sessions in addition to those
conducted face-to-face. The online sessions are favored as an
easy-to-participate forum, and many investors of wide-ranging
demographics take part from across Japan. In addition to provid-
ing product overviews, we use this
opportunity to explain Dexerials’
purpose, corporate philosophy, and
future potential. These sessions have
been a valuable opportunity to attract
interest in the Company.

Snapshot of the online session
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Compliance ﬁ}é

The Dexerials Group’s corporate philosophy —“Integrity
Have Integrity and Sincerity” —is at the core of all activ-
ities of the Company. Practice compliance is not only
our social responsibility but also the very realization of
Dexerials' corporate philosophy, and it is an essential
element for sustainable growth and development.

As a company trusted by our customers and other
stakeholders, we will make the utmost effort to ensure

Introduction

Compliance System

In April 2024, the Dexerials Group established the Global
Compliance Management Regulations to establish a sustain-
able compliance system based on its corporate philosophy
and to promote and enforce global compliance based on the
Code of Conduct. In accordance with these regulations, we
have appointed the representative director as the chief com-
pliance officer and established the Compliance Committee to
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compliance officer and includes the officers in charge of
promoting compliance, as well as the standing member of
the Audit and Supervisory Committee. There are two officers
in charge of promoting compliance: one taking action from
the perspective of company-wide functions, including human
resources, quality, and others, and the other focusing on the
workplace perspective, covering business units, divisions,
Group companies, and other classifications. These officers

thorough compliance. promote its activities.

The Compliance Committee is chaired by the chief

lead the compliance activities under the direction of the chief
compliance officer.

Group Code of Conduct

The Group has established the Dexerials Group Code of
Conduct, which applies to all officers and employees both
domestically and globally, and promotes thorough compli-
ance and sound business activities.

This Code of Conduct sets forth basic policies and spe-
cific commitments that all officers and employees should
always uphold. It has been translated into three languages
(English, Chinese, and Korean) and is applied to all Group
companies both in Japan and globally.

Compliance System

Headquarters and
Group companies

Compliance Committee

Chairperson
(Chief Compliance Officer)

Board of Directors

Representative Directors
Chief Compliance Officer

Secretariat
(Legal and Intellectual Property
Department)

Reports Instruction

Board of Executive
Officers

; Dexerials Group Code of Conduct .
For more details, please refer to our website. [m]e

Officer in charge of promoting
functional compliance

Officer in charge of promoting
workplace compliance

Prevention of Corruption and Bribery
The Global Anti-bribery Regulations, established based on the basic
policy of the Dexerials Group Code of Conduct, prohibit giving or
receiving bribes to or from public officials, business partners, and ‘ Legal and intellectual property ‘
other parties. They also outline and govern the procedures that all ‘
officers and employees of the Dexerials Group must strictly follow, ‘
including the procedures for prior application, approval, and reporting
on entertainment and gift-giving. Additionally, we provide education ‘ ‘
on anti-corruption and anti-bribery to all employees of the Group. In ‘ Products environment ‘
| |
| |

‘ Associated corporate functions ‘

Human resources \ ;
I o G fmfl
‘c°°pe o Associated divisions and

departments
Group companies

Information system

Quality

fiscal 20283, there were no legal actions taken against the Dexerials

o . . o Finance and accounting
Group for violations of anti-corruption and anti-bribery.

Insider

including those related to anti-corruption (FY2023) > 0 cases

( Serious violations of laws and regulations,
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Initiatives to Strengthen Global Compliance

We have created a Compliance Handbook that explains the
compliance requirements, precautions, and matters that all
officers and employees of the Dexerials Group must observe
in the course of their business activities. Through this hand-
book, we actively educate and raise awareness among all
employees of the Group both in Japan and globally.

Compliance Month and Activities
October is our designated Compliance Month. During the month,

we deliver a message from the president, offer intensive compliance-
related education, and focus on distributing relevant information to all
Group companies. In fiscal 2023, we delivered a message covering
topics such as harassment prevention, the creation of a diversi-
ty-friendly work environment, and the enforcement of quality-

related compliance. Through these activities, we provided opportuni-
ties for our employees to reflect on their daily actions and the
importance of compliance, driving measures to raise awareness
among each and every employee.

Compliance Education Content (FY2023)

What Compliance April, June

“Compliance A > All Group company
» : means, Compliance August, K
News” e-mail } ) employees in
Hotline, Pevention of December,
newsletter Japan and globally
harassment, etc. February
Training for new Code of Conduct April New employees

employees

Managerial level

Group training  Harassment prevention October and above

Role of management in

Lecture by an developing a workplace October

Managerial level

attorney culture, etc. and above
Code of Conduct,
I Compliance Hotline
Colm_pllance system, prohibition of All Group company
training ) October employees in
d acts such as bribery,
e-learning Japan and globally

prevention of insider
trading, etc.

Introduction

Corporate Philosophy

Integrity

Have Integrity and Sincerity

Value Creation Story

Compliance Education
We provide compliance training to all employees of all Group compa-
nies in Japan and globally, using e-learning and other methods.
Additionally, we regularly distribute an e-mail newsletter titled the
Compliance News, which uses manga to explain cases of compli-
ance violations so that employees can feel familiar with the makings
of compliance. The newsletter is translated into three languages
(English, Chinese, and Korean) and is used for compliance education
at all domestic and global Group companies.

In fiscal 2023, we also held a group training session for manage-
rial-level employees and above on the topic of “organizational
management to prevent harassment,” conducting lively discussions
on how to improve each work environment. We have also been
working to raise awareness, for instance, by inviting the attorney in
charge of our external point of contact for whistleblowing to give
lectures to our managers.

Snapshot from the lecture for managers
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Global Survey on Compliance Awareness
In January 2024, we conducted a compliance awareness survey at all
Group companies in Japan and globally. The survey has been
conducted since 2022. Its objective is to steadily improve the level of
Group-wide compliance activities by periodically measuring the
effectiveness, thoroughness, and penetration of the Group’s compli-
ance initiatives, as well as changes in employee awareness, and by
running the PDCA cycle.

The latest survey, based on a comparison and analysis of the
previous results, has revealed successful initiatives as well as new
challenges. The details of the survey were reported to the officers, the
officers in charge of promoting compliance, and others at the
Compliance Committee meeting, and a summary was shared with all
employees of the Dexerials Group.

As for the challenges identified, individual feedback was provided
to each function and workplace. As part of the Compliance
Committee’s activities, each function and workplace analyzes the
issues and discusses potential measures. We regularly follow up on
the progress of the planned measures through reports to the
Compliance Committee; thereby working to strengthen compliance
across the entire Group.

Compliance Hotline
The Dexerials Group has established internal and external (via
attorneys) points of contact (Hotline) for whistleblowing by employ-
ees, etc., at all Group companies in Japan and globally to detect and
alleviate compliance-related issues as early as possible. All Dexerials
Group employees are informed that the Hotline protects the safety of
whistleblowers by allowing anonymous reporting and prohibiting the
disadvantageous treatment of whistleblowers. This means that all
employees can use the Hotline with peace of mind. The Hotline is
available in Japanese, English, Chinese, and Korean. In fiscal 2023,
we received 11 reports from across the Group.

When a report is received, the Hotline will investigate the facts,
and if the report is judged to be credible as a result of the investiga-
tion, the Representative Director and President and the relevant
officers are notified, and the Board of Executive Officers, etc., will
deliberate on and implement measures necessary for correction and
prevention of recurrence.
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Risk Management

In today’s Volatility, Uncertainty, Complexity, and
Ambiguity (VUCA) environment, business operation
risks are becoming increasingly complex and diverse.
We are actively engaged in risk management, focusing
on promptly identifying potential risks and implement-
ing effective countermeasures. Specifically, we have
identified enhancing the functionality of our Business
Continuity Plan (BCP) as a key priority in our Mid-Term
Management Plan to ensure we continue delivering
value to society and our customers.

Basic Approach

The Dexerials Group defines and recognizes risks as factors
that hinder the achievement of business goals or disrupt
business continuity.

To ensure operational safety and business continuity, and
to fulfill our responsibility to supply products to customers,
we engage in comprehensive risk management across the
Group. This includes identifying risks that may affect not only
our management but also society as a whole, and imple-
menting appropriate risk mitigation measures.

Risk Management Structure
Amid increasing societal uncertainty caused by the COVID-
19 pandemic and the ongoing threat of cyberattacks,
advanced risk management is essential to enhancing cor-
porate resilience, particularly in addressing emerging and
unknown risks. To this end, we have established a dedicated
risk management department, through which we have been
working to improve our management systems and methods
and strengthen risk management activities.

In accordance with risk management regulations, the
Group has established a Risk Management Committee,
with the Representative Director appointed as Chief Risk
Management Officer and the Executive Officer responsible
for sustainability promotion appointed as Risk Manager. The
Risk Management Committee has set up risk subcommittees
for each specialized functional domain to discuss high-pri-
ority risks. The Committee regularly reports the status of
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risk responses to the Board of Executive Officers, and when
necessary, evaluates and corrects risk responses before
reporting to the Board of Directors.

Risk Management Process

Due to the constantly changing environment surrounding the
Dexerials Group, we conduct risk management under the
leadership of the Risk Management Committee, following
the process outlined below to ensure timely and appropriate
countermeasures.

[EJ Risk identification and analysis: Comprehensively identify risks and
analyze them based on specific event assumptions and actualized
scenarios

H Risk evaluation: Qualitatively and quantitatively score risks

[E Identification of key risks: Identify risks with high scores as “priority
risks” for focused response

1 Risk treatment: Address “priority risks” with topmost priority

E Monitoring: Submit monthly reports to the Board of Executive Officers
(with discussions on corrective actions as needed)

[ Review and continual improvement (every six months): Review the
following year’s priority risks during the risk identification stage (Step 1)
and discuss further actions

Risk Management Structure and Process

Priority Risks

We identify risks by setting risk themes, taking into account
key events and natural disasters from a global perspective,
significant past incidents, and changes in the macro envi-
ronment, and review them annually. Risks that score above
a certain threshold are designated as “priority risks” —risks
that require particular focus during the current fiscal year.
The departments responsible for each priority risk develop
an annual risk mitigation plan, and the results of monitoring
these efforts are regularly reviewed by executive officers,
who issue corrective instructions as necessary and report to
the Board of Directors. Additionally, as a third line of defense,
the audit department monitors the risk landscape and evalu-
ates the overall effectiveness of the risk management struc-
ture. Through this process, we strengthen our response to
critical risks and ensure continuous improvement.

| Board of Directors ‘ [E1 Identification and

Evaluation of

[N Risk Identification
and Analysis

Representative Director

Chief Risk Management Officer

\ Board of Executive Officers \

Risk Management
Committee

Headquarters, Business units,
Group subsidiaries

* Management and
strategy risks

Establish annual risk
themes

* Past incidents
* Internal and external

Key Risks

 Deliberation of “priority risks”
 Risk response instructions

A Risk Evaluation

* Qualitative and
quantitative scoring

* Prioritizing risk responses

* |dentification of

environment changes prioriy risks
 Previous year's
“priority risks”
© Emerging risks
3 Review and
: : Continual
Risks that could hinder Improvement

each department’s
operations and
achievement of goals

A Risk Treatment E Monitoring Audit &

« Formulation and execution SUperV!SOW
of treatment plans for Committee
management and strategic members and
risks (executive officers and audit
department heads)

department
© Monitoring of
the risk
. . management
Audit & Supervisory stmctﬂ,e

 Formulation and execution
of treatment plans for
priority risks

© Formulation and
execution of risk mitigation
plans for business risks
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Committee’s oversight

* Monitoring of risk changes

« Verification of risk response
status

Annual management
process

Monthly management
process
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ing progress, making revisions as necessary.

Management and strategy risk

Performance-related risk

Drastic changes in demand in business domains
Delay in digitalization initiatives

Entry into new businesses, expansion into new domains, acquisitions
(M&A), and business partnerships

Intensified competition, sudden demand fluctuations, and a decline in
selling prices

Introduction

Foundation for
Value Creation

Value Creation
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Risks that impact the Group and corresponding countermeasures. We have identified risks in conjunction with the Mid-Term Management Plan, and are regularly monitor-

Category __________fem _____|___________ WManriss | Couemeaswes |

e Expand business portfolio and build a system capable of changing demand
e Develop differentiated technologies and high-value-added products

Financial and accounting risk

Product and production (including
sales) risk

Procurement and logistics risks

Forex rate fluctuations, compliance with global accounting standards

Occurrence of major quality incidents
Product defects leading to recalls or damages

Suspension of production due to regulatory restrictions
Logistics stoppages due to delays or export/import restrictions

e Implement quality control initiatives and accident prevention measures

e Prevent quality incidents during the design phase and design reviews

e Ensure thorough quality inspections using IT

¢ Conduct quality management under international quality control systems M P.75 Product Quality

e Gather information on regulatory changes

e Strengthen supply chain management 01 P.93 Supply Chain Management

3
[}
=
=
1=
S
2
E
o
o
=)
(]
(73
-
£
[}
=
[--]

Legal violations and
misconduct risk

Labor management risk

lllegal or unethical activities

e Establish global compliance regulations 1 P.88 Compliance

e Conduct rigorous intellectual property infringement investigations
11 P.48 Leveraging Intellectual Property to Realize Sustainable Growth

e Establish and promote internal and external whistleblowing systems
M P.70 Respect for Human Rights, (1 P.88 Compliance

e Continuously conduct training and education 1 P.70 Respect for Human Rights, 01 P.88 Compliance

Climate change risk

Environmental risk

Stricter environmental regulations, hazardous substance leakage

Based on TCFD Recommendations

e Conduct emergency response drills M P.60 Environmental Management / Pollution Control

1 P.61 Chemical Substance Management / Resource Recycling

Accidents and
disaster risk

Natural disaster risk

Information security risk

Difficulty continuing operations due to accidents or natural disasters

Business suspensions, data leaks, or core system downtime due to
cyberattacks

e Maintain and strengthen BCP systems, conduct training and education on BCP
1 P.92 Business Continuity Plan (BCP) Initiatives

e Proactively identify risks and implement preventive measures
¢ Conduct safety education using VR technology and other tools

e Strengthen security monitoring systems
e Regularly conduct information security training

[ P.92 Strengthening Information Security

External envi-
ronment risk

Political, economic, and social risk

Geopolitical risk

Changes in national economic policies and export/import regulations
Impact of economic fluctuations, economic slowdowns, rising raw
material and energy costs

Disruptions in the supply chain

e Share and respond to political and economic changes in global business operations
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Introduction

Initiatives/Strengthening Information Security)

BUSINESS

CONTINUITY

BCP Initiatives == K%pum

Earthquakes, typhoons, and other natural

disasters caused by climate change may

inflict serious damage on personnel, facilities, and the essen-
tial utilities required for business operations.

We offer unique, high-value-added products that con-
tribute to technological advancements, making the stable
supply of products crucial. This underscores the importance
of our Business Continuity Plan (BCP) initiatives. In addition
to preventing disasters or accidents that could significantly
affect our business and enhancing facilities and operations
to minimize their impact, we conduct regular employee train-
ing and awareness programs. Further, to ensure business
continuity in the event of a disaster or accident, we have
developed, trained on, and continuously updated our BCP.

In fiscal 2023, in response to geopolitical risks, we
updated satellite phones and satellite communication
devices not only at domestic sites but also internationally. To
back up terrestrial communication networks, we established
a global emergency communication network to secure reli-
able communication methods.

Additionally, while prioritizing the safety of everyone
involved in our operations, including our employees, we have
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strengthened our BCP framework to ensure the stable supply . Stren gthening

of our products.

Strengthening BCP

To strengthen our BCP, we conduct regular training to
ensure that employees maintain the necessary knowledge
and skills. The training content is updated regularly, and we
review the effectiveness of information gathering, communi-
cation (information sharing), countermeasures, and recovery
planning for specific incidents. We have also developed a
remote work environment to facilitate seamless collaboration
between departments and business locations, with the goal
of improving our overall capabilities. As part of our efforts

to establish and enhance the remote work environment, we
have installed solar-powered disaster-use outlets to secure
communication methods and support initial response efforts
during a disaster. In fiscal 2023, we conducted a BCP drill
simulating a major earthquake directly beneath the Tokyo
Metropolitan area affecting both our headquarters (and the
Tochigi Technology Center) and the Kanuma Plant, and con-
firmed the effectiveness of the plan. In line with our ESG Key
Issues, we are advancing the development and operation

of an all-hazards BCP to minimize damage to management
resources and broaden our response to various hazards.

Recovery and Business Continuity Response In the Event of Disaster (Organizational Structure)

Corporate Disaster Control Center

Head of Corporate Disaster Control Center (Representative Director and President)

Disaster Response Office at each site

Business managers of each site

Strategic information team
Overall command: Team leaders gather to prioritize responses

Instructions

|
Disaster Response Office

[
Supporting team

Production restoration team ‘ ’

Production and inspection/
Securing personnel

Infrastructure restoration/
Livelihood support

Product supply

I
g Production and
‘ sales maintenance team

Logistical support

i Information
Msaht-e m-lls pro((j: lIJremf_nt/ dissemination
Ipping and logistics to stakeholders
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Information Security
[ESG Key Issues

Dexerials aims to maximize customer value and become a
trusted partner as a company that creates unprecedented
products that enhance customers’ manufacturing processes
and add global value. To achieve this, we view the protection
and management of information assets —both our own and
those of our customers and suppliers as a key management
priority. In compliance with laws, regulations, and company
policies, we ensure that all employees understand and share
the importance and responsibility of safeguarding infor-
mation assets as well as we are committed to their proper
protection and management. In response to the increasing
risks posed by supply chain vulnerabilities and cyberattacks
in recent years, we have identified these issues as ESG Key
Issues. We are reinforcing our information security man-
agement system, which includes security rules, monitoring
mechanisms, and enhanced employee training. Furthermore,
starting in 2024, we will establish a CSIRT* to enhance our
response to security incidents.

Key Initiatives

o Strengthening information security rules

In response to recent cybersecurity concerns and revisions to ISMS
standards, we have updated our information security regulations to
align with global standards, reinforcing our security framework.

9 Bolstering monitoring systems

To defend against cyberattacks and prevent internal misconduct that
could result in information leaks, we have strengthened our authenti-
cation system and enhanced security monitoring capabilities through a
dedicated team.

e Enhancing employee education

To foster awareness of the importance of information security, we have
introduced email newsletters for all employees and conducted training
for employees in Japan (100% participation rate in information security
training in fiscal 2023).

* CSIRT : Computer Security Incident Response Team
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Jll Supply Chain
Management

Dexerials is committed to establishing sound partnerships
with its suppliers throughout the supply chain and conduct-
ing activities for co-prosperity.

Basic Philosophy

4

Basic Philosophy of Supply Chain Management

Emphasizing “fair business practices, transparency,
and equal opportunities,” the Dexerials Group’s
procurement is founded on relationships of mutual
trust with suppliers.

@ “Fair business practices” means conducting pro-
curement in accordance with prescribed policies
and procedures.

® “Transparency” means avoiding any arbitrary
actions.

® “Equal opportunities” means providing suppliers
with a level playing field.

Dexerials also emphasizes cooperative relationship
with suppliers in such areas as strengthening tech-
nological competence, assuring and improving the
quality of parts and maintaining competitive prices.

To preserve the global environment and realize a
sustainable society, Dexerials strives for environ-
mental management together with suppliers by
observing the Green Procurement Policy.

To ensure compliance with laws, regulations, and
social standards, and to realize contributions to
society, Dexerials works not only internally but also
with suppliers to achieve practical results.

Introduction

Promotion of Sustainable Procurement

To promote CSR throughout the entire supply chain, we have
compiled the Dexerials CSR Procurement Guidelines, which
outline the basic approach to social responsibilities that both
we and our suppliers must fulfill, along with specific matters
of cooperation. Taking societal demands into account, we
request the understanding and cooperation of our suppliers
of materials and other goods. Since fiscal 2021, we have
conducted a survey based on the Guidelines, covering a

Main Contents of Dexerials CSR Procurement Guidelines

Human Rights and Labor

Prohibition of discrimination
Prohibition of forced labor
Prohibition of child labor

Consideration for young
workers

Consideration of working
hours

® Adequate wages and
benefits

® Prohibition of inhumane
treatment

® Freedom of association/Right
of collective negotiation

® Whistleblower protection

Health and Safety

® Occupational safety
® Emergency preparedness

® |Industrial accidents and
illnesses

® |Industrial hygiene

® Consideration for work with
physical loads

® Safety measures for machine
and equipment

® Health and safety
communication

® Health management of
employees
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total of 48 questions—42 regarding the status of initiatives
outlined in the Guidelines and others related to CSR policies
practiced by each supplier. The survey aimed to understand
supplier efforts in areas such as human rights, labor, health
and safety, and the environment. Further, in response to
recent increases in raw material prices and labor costs, we
are working to set transaction prices in line with government
directives and guidelines, fostering the advancement of the

entire supply chain.

Environment

® Environmental permits and
reporting

® Reduction of energy
consumption and
greenhouse gas emissions

® Atmospheric emissions
® Water management

® Effective use of resources
and waste management

® Chemical substance
management

® Management of chemical
substances in products

® Solid waste management

Fair Trade and Ethics

® Compliance with laws and
regulations and international
norms

® Corruption prevention

® Prohibition of giving
and accepting improper
advantages

® Protection of intellectual
property

® Fair business promotion

® Appropriate export
management

® Complaint handling
mechanisms in place

Quality and Safety

Information Security

Supply Chain

CSR-related

® Ensuring product safety
® Quality control

® Defense against cyberattacks
® Protection of personal

information

® Prevention of leakage of

confidential information

® Supplier management

® Responsible mineral
procurement

Corporate Governance

® Development of management
system

® BCP (Business continuity
plan) establishment and
preparation

® Appropriate disclosure of
corporate information

| 93
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Supply Chain Risk Management

The environment surrounding supply chains is becoming
increasingly challenging due to intensifying geopolitical risks
and natural disasters. Reducing these risks, which signifi-
cantly impact procurement and logistics, has become an
urgent priority.

In response, we are predicting and identifying risks faced
by our domestic and global suppliers, digitalizing our moni-
toring system, and promoting awareness of the Supply Chain
BCP Guidelines. Through these initiatives, we are building
a system that ensures preparedness for various risks and
disasters, allowing us to respond swiftly and take appropri-
ate actions during emergencies.

CSR Procurement Survey

The survey results up to fiscal 2023 confirmed that many
of our suppliers implemented initiatives that exceeded our
required CSR standards.

In fiscal 2024, to further strengthen CSR across the entire
supply chain, we placed particular focus on raw material
suppliers, given their significant impact on our products.
Since raw materials are directly linked to product quality and
reliability, ensuring thorough CSR practices at procurement
sources is critical. We conducted a CSR survey with 86 raw
material suppliers, thoroughly assessing their efforts in areas
such as human rights, labor, health and safety, and the envi-
ronment, while also engaging in CSR awareness activities.
Through these efforts, we aim to further improve transpar-
ency and accountability across the supply chain and build a
more sustainable supply framework.

In addition to the CSR procurement survey, we also con-
duct due diligence on new suppliers, including background
checks for anti-social activities, financial assessments, and,
in the case of raw material suppliers, Green Partner assess-
ments. We only engage in business with companies that
meet our selection criteria.

. . Average score of all
Survey period Number of questions questions
July 2024 48 (+2 YoY) 4.37 points

Introduction

CSR Procurement Survey Results (July 2024)
Percentage by Rating Rank

Rating D —\
6% Rating C—
5% 4

Rating A
74%

Rating A: Average 4.0 or above
Rating C: Average 3.0 or above

Rating B: Average 3.5 or above
Rating D: Average less than 3.0

Average Score by Category
Human Right
CSR-related

Corporate
Governance

Health and Safety

Supply Chain Environment

Information Security Fair Trade and Ethics

Analysis of the survey results indicated that 94% of
our suppliers achieved a rating of C or higher, meeting our
required standards. For those rated D, we plan to provide
educational support and other activities related to CSR. By
category, the average score was relatively low for supply
chain management, highlighting the need to address CRS
initiatives for secondary and subsequent suppliers as a
future challenge. We will continue to explore ways to support
our suppliers.
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Green Procurement

Dexerials has established a set of Management Standards
for Environment-related Substances with the goals of con-
serving the global environment and promoting a sustainable
society. Products are manufactured in accordance with
these Standards, which categorize controlled substances as
those to be banned immediately, those to be phased out, or
exempt substances. These substances are subject to moni-
toring to prevent their inclusion in our products or to confirm
the reduction of their use.

Dexerials designates suppliers who cooperate with the
Standards as Dexerials Green Partners. In principle, we pro-
cure all raw materials and parts used in our products from
Dexerials Green Partner suppliers.

Response to Conflict Materials

We have a clear policy of not using raw materials or compo-
nents that contain conflict minerals from countries involved in
human rights violations or similar issues. In line with this pol-
icy, we regularly and continuously conduct investigations into
raw materials and parts for such conflict minerals, utilizing
the assessment tools provided by the Responsible Minerals
Initiatives (RMI), which is promoted by the Responsible
Business Alliance (RBA), an electronics industry sustainability
promotion Organization.

Response to Procurement Issues
Our current procurement risks include the impact of pan-
demics, reliance on specific suppliers for raw materials,
geopolitical risks arising from unstable political conditions,
and natural disasters. Additionally, the introduction or
amendment of regulations may restrict the use of certain
raw materials. To mitigate these risks, we have implemented
measures such as diversifying supply sources and increasing
raw material inventory during normal operations to ensure
the stable continuity of our business.

Further, we are actively working to comply with chemical
substance regulations, aligning with the global trend toward
enhancing safety for both biodiversity and the environment.
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Financial Data (Consolidated)
ni | Fiscal2023 |
Net sales Millions yen 57,710 65,830 95,712 106,167 106,167
(Optical Materials and Components) Millions yen 23,624 28,572 49,159 55,384 51,453
(Electronic Materials and Components) Millions yen 34,226 37,395 47,195 51,495 54,387
Operating profit Millions yen 4,617 11,339 26,642 32,288 33,421
Operating profit margin % 8.0 17.2 27.8 30.4 31.8
Profit attributable to owners of parent Millions yen 2,734 5,329 16,669 20,685 21,382
Capex Millions yen 3,029 3,832 5,250 13,926 7,482
Depreciation Millions yen 4,607 4,674 4,207 4,615 4,510
Amortization of goodwill Millions yen 1,798 1,798 1,788 2,283 2,283
R&D expenses Millions yen 3,653 3,611 3,876 4,274 4,706
Exchange rate JPY/USD 108.7 106.1 112.4 135.5 144.6
Cash flows from operating activities Millions yen 9,656 13,187 25,804 21,339 27,457
Cash flows from investing activities Millions yen (3,891) (2,471) (12,434) (9,447) (10,866)
Free cash flow Millions yen 5,764 10,715 13,369 11,892 16,591
Cash flows from financing activities Millions yen (3,600) (4,259) (5,783) (12,535) (10,343)
Total assets Millions yen 86,279 95,201 128,785 126,379 138,016
Net assets Millions yen 49,567 53,305 64,576 73,774 84,953
Interest-bearing debt Millions yen 17,333 15,486 19,433 19,712 21,736
Capital to asset ratio % 57.5 56.0 49.5 57.7 61.6
Net D/E ratio Times 0.07 (0.09) (0.16) (0.13) (0.18)
Net assets per share Yen 814.68 874.66 1,063.24 1,257.14 1,485.96
Earnings per share (EPS) Yen 45.05 87.60 274.61 350.62 368.71
Annual dividend per share Yen 34 44 60 65 100
Dividend payout ratio % 75.6 50.3 21.8 18.5 271
Dividend on equity ratio (DOE) % 4.2 5.2 6.2 5.6 7.3
Total payout ratio (before amortization of goodwill) % 45.6 42.2 42.3 56.6 50.8
Management Indices
EBITDA Millions yen 10,786 17,590 32,478 39,101 40,024
Return on invested capital (ROIC) % 4.4 11.4 225 24.4 223
Return on equity (ROE) % 5.5 10.4 28.5 30.3 271
(Reference) Before amortization of goodwill % 9.2 13.9 31.5 33.6 30.0

Note: Net sales include inter-segment transactions.

Associated with the reclassification of results for phosphor films from Electronic M&C segment to Optical M&C segment in FY21, results for FY20 have also been reclassified accordingly.
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Non-financial Data
Unit Fiscal 2019 Fiscal 2020 Fiscal 2021 Fiscal 2022 Fiscal 2023 Applicable Scope Related Pages
GHG Emissions (Scope 1) Thousand tons of CO2 9.1 9.3 9.3 7.3 6.5 Consolidated**
GHG Emissions (Scope 2) Marks_zt standards Thousand tons of C02 37.5 35.9 33.6 27.4 24.8 Consolidated**
Location standards Thousand tons of CO2 36.7 35.3 341 32.4 33.7 Consolidated*4
GHG Emissions (Scope 1 + Scope 2) Markgt standards Thousand tons of C02 46.6 452 42.9 34.7 31.3 Consolidated**
Location standards Thousand tons of C02 45.8 44.6 43.4 39.7 40.2 Consolidated**
GHG Emissions (Scope 3) Thousand tons of CO2 - - - 259.6 228.6 Consolidated*?
I Category 1 Purchased goods and services Thousand tons of CO2 - - - 214.8 180.0 Consolidated*?
Greenhouse Gas (GHG) Emissions™ Category 2 Capital goods Thousand tons of CO2 - - - 9.6 14.5 Consolidated*? E‘J':-rerfaﬁo" Disclosure Based
Category 3 Fuel- and energy-related activities Thousand tons of C02 - - - 5.9 6.0 Consolidated*? on TCFD Recommendations
Category 4 Upstream transportation and distribution Thousand tons of C02 - - - 16.7 17.3 Consolidated*?
Category 5 Waste generated in operations Thousand tons of C02 - - - 1.8 1.9 Consolidated*2
Category 6 Business travel Thousand tons of C02 - - - 0.2 0.2 Consolidated*?
Category 7 Employee commuting Thousand tons of C02 - - - 2.7 2.7 Consolidated*2
Category 12 End-of-life treatment of sold products Thousand tons of C02 - - - 7.9 6.1 Consolidated*?
GHG emissions per net sales (Scope 1 + Scope 2) tons of CO2 / Millions yen 0.81 0.69 0.45 0.33 0.30 Consolidated**
Total energy consumption*! MWh 124,285 123,929 123,345 109,949 110,426 Consolidated**
Chemical Substance Management VOC emissions Tons 37 36 34 30 35 Consolidated*? [ P.60 Pollution Control
Waste management Waste emissions Ten thousand tons 0.26 0.25 0.29 0.26 0.29 Consolidated*? 0 P.61 Resource Recycling
Water resource management Water usage Ten thousand tons 29 27 29 29 31 Consolidated M P60
Environmental violations Number of violations of environmental regulations Incidents 0 0 0 0 0 Consolidated Environmental Management
Notes *1: Figures retroactively adjusted to improve accuracy. *2: Non-consolidated + (former) Dexerials Precision Components Corporation *3: Excluding (former) Kyoto Semiconductor *4: Excluding global sales companies
Unit Fiscal 2019 Fiscal 2020 Fiscal 2021 Fiscal 2022 Fiscal 2023 Scope Related Pages
Total Persons 1,999 1,772 1,915 1,943 1,892 Consolidated
Japan Persons 1,604 1,423 1,603 1,640 1,595 Consolidated (domestic)
Number of employees Global Persons 395 349 312 303 297 | Consolidated (globa)
Ratio of global employees % 19.8 19.7 16.3 15.6 15.7 Consolidated
Total Persons 1,604 1,313 1,342 1,378 1,352 Unit
Number of employees Male Persons 1,307 1,106 1,126 1,153 1,116 Unit
(non-consolidated) Female Persons 297 207 216 225 236 Unit
Ratio of female employees % 18.5 15.8 16.1 16.3 17.5 Unit
Average age of employees Total Age 43.96 43.08 43.56 43.71 43.92 Unit
Average service years of employee Total Years 19 years 0 months; 17 years 0 months| 17 years 1 month |16 years 8 months 16 years 0 months Unit
Job turnover % 1.9 1.3 1.5 24 3.1 Unit
Diversity Number of recruits Persons 22 19 22 17 18 Unit M P.69 Diversity
New graduate hires Ratio of female recruits % 22.7 10.5 13.6 23.5 16.7 Unit
Retention rate after three years % 73.7 775 88.0 90.9 94.7 Unit
Ratio of new mid-career hires % 40.5 51.3 64.5 79.8 65.4 Unit
Ratio of female managers (consolidated) % - - - - 115 Consolidated
Ratio of female managers Total number of managers Persons 406 299 299 294 250 Unit
(non-consolidated) Number of female managers Persons 11 11 11 15 18 Unit
Ratio of female managers % 2.7 3.7 3.7 5.1 7.2 Unit
Wage ratio by gender % - 77.2 81.3 82.6 83.5 Unit
Number of non-Japanese employees Persons 8 10 12 17 20 Unit
Non-Japanese employees Ratio of non-Japanese employees % 0.5 0.8 0.9 1.2 1.5 Unit
Employees with disabilities % 3.40 3.37 3.30 2.68 2.77 | Consolidated (domestic)*!
Average training hours per employee Hours 13.6 11.6 13.2 14.4 17.7 | Consolidated (domestic)*?
H Employee training expenses Millions yen - - 34.0 73.0 102.8 | Consolidated (domestic)*? | 1y p 67
uman resource P I ic)*2 | Human Resource
development Number of participants in major Group training _ Persons 2,158 1,690 1,323 1,950 2,695 Consolfdated (domest!c) D:velo menlu
training programs e-learning Number of participants Persons 16,854 21,420 29,486 35,347 42,549 | Consolidated (domestic)*2 P
Course hours Hours 5,618 7,140 9,829 11,728 14,183 | Consolidated (domestic)*?
Health and Ratio of employees receiving regular physical examinations % 100 100 100 100 100 | Consolidated (domestic)*?
Productivity Ratio of employees receiving reexaminations/detailed examinations % 30.1 35.5 34.8 45.0 47.8 | Consolidated (domestic)*? i:l-;fand Produstivity
Management Stress check response rate % 97.1 97.1 96.0 95.9 95.4 | Consolidated (domestic)*? | pyar t
Lifestyle improvement implementation rate % 26.0 28.0 30.2 311 32.9 | Consolidated (domestic)*2

Notes *1: Consolidated (domestic) includes certified special subsidiaries; non-consolidated (including certified special subsidiaries) from fiscal 2019-2021

*2: Excluding (former) Kyoto Semiconductor *3: Figures retroactively adjusted to improve accuracy
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Unit Fiscal 2019 Fiscal 2020 Fiscal 2021 Fiscal 2022 Fiscal 2023 i Scope Related Pages
Total annual remote work implementation rate % - 70.3 75.8 744 72.2 Consolidated
Statutory overtime hours (monthly average) Hours 21.80 22.77 24.20 21.89 21.72 Consolidated
Paid leave Average rate of taking paid leave % 68.4 60.0 58.9 72.7 73.3 Consolidated
Average number of days taken Day 15.7 13.7 12.8 16.3 16.6 Consolidated
- Total % 17.6 1741 32.5 50.0 50.0 Consolidated
Diverse Workstyles g;'i'l'gﬁgfe"lgfe"f Female % 700.0 700.0 100.0 700.0 700.0 Consoldated | 7t
and Work-life Childcare support Male % 35 33 0.0 20.0 31.8 Consolidated Diverse Workstyles and
Balance Rate of return to work after childcare leave % 100.0 100.0 100.0 91.7 100.0 Consolidated Work-life Balance
Number of employees using shortened working hours system for childcare Persons 30 29 30 29 26 Consolidated
Retention rate after taking childcare leave % 100.0 100.0 85.7 87.5 100.0 Consolidated
Number of employees taking nursing care leave Persons - 10 4 8 6 Consolidated
Nursing care support Total number of days of nursing care leave taken Day - 67 11 59 43 Consolidated
Number of employees using shortened working hours for nursing care Persons 0 0 0 0 1 Consolidated
No working days lost Incidents 5 3 3 7 1 Consolidated (domestic)
Lost three or less working days Incidents 1 1 0 0 0 Consolidated (domestic)
. Number of accidents  Lost four or more working days Incidents 2 0 0 0 3 Consolidated (domestic)
Occupational Workplace accidents Fatalities e Incidents 0 0 0 0 0 Consolidated (domestic) | mp.73
Safety Total Incidents 8 4 3 7 4 | Consolidated (domestic) | Occupational Safety
Frequency rate*? % 2.47 1.22 1.01 2.07 1.06 | Consolidated (domestic)
Number of contractor fatalities Persons 0 0 0 0 0 Consolidated (domestic)
Annual rate of work-related accidents per 1,000 people - 1.10 0.00 0.00 0.00 1.57 | Consolidated (domestic)*!
*1: Consolidated (domestic) includes certified special subsidiaries; non-consolidated (including certified special subsidiaries) from fiscal 2019-2021 *2: Excluding (former) Kyoto Semiconductor *3: Figures retroactively adjusted to improve accuracy.
Unit As of June 25, 2024 Related pages
Members Persons 8
Composition of the Board of ~ Number of outside directors (including independent officers) Persons 5
Directors Ratio of outside directors % 62.5
Number of female directors Persons 1
Composition of the Audit & Members Persons 3
Supervisory Committee Number of outside directors Persons 2
Composition of the Nomination Members Persons 7
and Remuneration Committee Number of outside directors Persons 5
G Number of executive officers Persons 12
Fiscal 2023
[er) Directors (excluding Audit & Supervisory Members Persons 2
2 Corporate Committee members and outside directors) Total amount Millions yen 295 [1P.78 Corporate Governance
D Governance Amount of officers’ Directors (including Audit & Supervisory Members Persons 1 ’
3 remuneration Committee members, excluding outside directors) Total amount Millions yen 17
Q Outside Officers Members Persons 4
g Total amount Millions yen 40
D Number of meetings Times 13
’ Attendance rate % 100
Board of Directors Attendance rate of outside % 100
Number of meetings and directors at Board of Directors
attendance rate . . . Number of meetings Times 13
Audit & Supervisory Committee Attendance rate % 100
N . . Number of meetings Times 7
Nomination and Remuneration Committee Attendance rate % 100
Unit Fiscal 2019 | Fiscal2020 | Fiscal2021 | Fiscal2022 | Fiscal 2023 icable Scope | Related Pages
Compliance Number of whistleblowing Incidents - | - - | 7 11 Consolidated | [11P:88 Compliance
Unit Fiscal 2019 Fiscal 2020 Fiscal 2021 Fiscal 2022 Fiscal 2023 Applicable Scope Related Pages
. . R&D expenditure Millions yen 3,653 3,611 3,876 4,274 4,706 Consolidated mPp4s
R&D Expendiure/intellectual Properties Global patents ownership ratio (consolidated) % 63.9 64.9 65.9 66.2 66.0 Consolidated* to Reaive Sustainabis Groath”

*1: Excluding (former) Kyoto Semiconductor

7| ESG Data Book U
For more details, please refer to our website.
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Corporate Information (As of March 31, 2024)

Largest Shareholders (As of March 31, 2024)

Introduction

Value Creation Story

Company name Dexerials Corporation

Establishment June 20, 2012

Capital stock 16,251 million yen

Headquarters 1724 Shimotsuboyama, Shimotsuke-shi,
Tochigi, Japan
Representative Representative Director and President

Yoshihisa Shinya

Number of employees 1,892 (on a consolidated basis)

Listing Tokyo Stock Exchange, Prime Market
Ticker symbol 4980
Shareholder registry

N Mitsubishi UFJ Trust and Banking Corporation
administrator

Total number of

authorized shares 100,000,000 shares

60,192,200 shares
(including 294,111 treasury shares)

15,699

Number of shares issued

Number of shareholders

Stock Price and Trading Volume “gefore stock split (April 1, 2019-March 31, 2024)

(Yen, points) M Trading Volume (thousand shares) — Dexerials (yen) —— TOPIX (points)
8,000
7,000
6,000
5,000
4,000
3,000
2000 j P
o0 SN e
e TN A
° 2019.4 2020.4 2021.4
Total Shareholder Return (TSR*)
Holding period 1 year 3 years 5 years
Dexerials 252.5% 365.3% 952.3%
TOPIX 141.3% 152.5% 196.2%

Number of |Shareholding
Shareholders shares held ratio
(shares) (%)

The Master Trust Bank of Japan, Ltd. 9,887,600 16.51
(Trust Account)
SSBTC CLIENT OMNIBUS ACCOUNT 5,865,691 9.79
Custody Bank of Japan (Trust Account) 3,595,500 6.00
Dai Nippon Printing Co., Ltd, 3,125,000 5.22
Custody Bank of Japan (Trust E Account) 2,727,200 4.55
SEKISUI CHEMICAL CO., LTD. 2,520,000 4.21
The Nomura Trust and Banking Co., Ltd. 2,420,100 4.04
(Trust Account)
RBC ISB S/A DUB NON RESIDENT /
TREATY RATE UCITS-CLIENTS ACCOUNT-MIG 1,218,900 2.03
NORTHERN TRUST CO. (AVFC)
RE FIDELITY FUNDS 1,071,200 | 1.79
MISAKI ENGAGEMENT MASTER FUND 1,053,300 1.76

Note 1: 294,111 treasury shares owned by Dexerials Corporation are not included in the list above.
Note 2: Our treasury stock of 294,111 shares is excluded from the above list and distribution.

Note 3: Custody Bank of Japan (Trust account E) manages trust assets for the Employee Stock Ownership

Plan (J-ESOP), which is an employee incentive program using common stock of the Company as
compensation, and for the Board Benefit Trust (BBT), which is a performance-linked stock

compensation plan for directors (excluding outside directors).

2022.4 2023.4
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(Thousands of shares)

7,000

6,000

5,000

4,000

3,000

2,000

1,000

* Total Shareholder Return. Stock price at initial investment, the basis for return on investment comprising capital
gains and dividends. 1-year: Closing price at end-March 2023; 3-year: Closing price at end-March 2021; 5-year:
Closing price at end-March 2019.

Foundation for
Value Creation

Value Creation
Strategy

Data Section
Breakdown by Type of Shareholder s of march a1, 2004)

Individuals, etc.

13.67%

Financial
institutions

Securities
Foreign 33.87% companies
institutions, % 1.50%
a1 \—( Ot
er
41.06% corporations
9.90%

Note: Our treasury stock of 294,111 shares is excluded from the above list and distribution.

External Evaluation and Inclusion in Indexes
(As of November 2024)
Index Inclusion Status

P 2024 CONSTITUENT MSCI NIHONKABU
é % FTSEBlossom ! {
[ . Japan Sector

Q ' MSCI ESG Select Leaders Index*?
{__ Relativelndex

2024 ,
Sompo Sustainability Index

2024 CONSTITUENT MSCI JAPAN
e sompo Sustainability Index

FTSE Blossom Japan W NG V | EX (WIN
tor Relative | o
Sector Relative Index MSCI Japan Empowering Women (WIN)*2

Select Index
PRIME ot
) 1Px-NIKKEI 400 e

JPX-Nikkei Index 400 JPX-Prime 150 Index S&P/JPX Carbon Efficient Index

Evaluations and Awards

— 2024 corporate Websitag;
= = EREEEREA =~ 2023 =
“:E:?-' Health ond productivity y Niko Investor Relations Co.Ltd

All Markets Ranking in Japan

2024 Health & Productivity
Management Outstanding
Organization

Nikko Investor Relations Co., Ltd.
All Japanese Listed Companies’ Website Ranking 2023
All Markets Ranking AAA Website

& wYs t;';?ﬁm?
SILVER

2023 —
Daiwa Investor Relations Co. Ltd.

Excellence Award at the 2023
Internet IR Award

BroadBand Security, Inc.
Gomez IR Site Ranking 2023
Silver Award

*1 FTSE Russell (a registered trademark of FTSE International Limited and Frank Russell Company)
hereby certifies that, as a result of a third-party survey, Dexerials Corporation has been found to fulfill
the requirements for inclusion in FTSE Blossom Japan Sector Relative Index and has become a
constituent of said index. FTSE Blossom Japan Sector Relative Index is widely used to create and
assess sustainable investment funds and other financial products.

*2 The inclusion of Dexerials Corporation in any MSCI index, and the use of MSCI logos, trademarks,
service marks, or index names herein, do not constitute a sponsorship, endorsement, or promotion of
Dexerials Corporation by MSCI or any of its affiliates.

The MSCI indexes are the exclusive property of MSCI. MSCI and the MSCI index names and logos
are trademarks or service marks of MSCI or its affiliates.



Third-party Opinion

Kentaro Noda

Professor at Rikkyo University
Graduate School of Business
Administration

Career Summary PhD (Commercial), Graduate School of Commerce, Hitotsubashi University. Prior to current post, worked
at the Development Bank of Japan. Visiting scholar at the University of California, Berkeley in 2020-2021. Specialisms

include financial accounting, business continuity plans (BCP), and corporate social responsibility (CSR). Publications and
papers include “Venture Ikusei Ron Nyumon Kigyo Ka Mind No Josei Ni Mukete” (University Education Press, 2004);
“Jigyo Keizoku Management Wo Rikai Suru Hon” (Nikkan Kogyou Shinbun, 2006); “The Impact of BCP Disclosure on Cost
of Equity Capital’ (Contemporary Disclosure Research, 2012); “Jigyo Keizoku Keikaku Niyoru Kigyo Bunseki” (Chuo
Keizai-sha Inc., 2013); and “Senryaku Teki Risk Management De Kaisha Wo Tsuyoku Suru” (Chuo Keizai-sha Inc., 2017).
Served as a member of the Expert Panel on Government Service Continuity Evaluation of the Cabinet Office, etc.

As ESG evaluations progress toward global standardization and
evaluation organization criteria becomes increasingly stringent, the
importance and usefulness of integrated reports are also on the
rise. Given these conditions, Dexerials has been making efforts to
enhance its sustainable management structure, and this report pro-
vides a consistent explanation linking the value creation story, value

creation strategy, and value creation foundation. | made this point in
2023, but the 2024 report makes it even easier for readers to see the
overall picture.

The most noteworthy aspect of this report is that, after lengthy
discussions within the Company, Dexerials has formulated its
purpose, “Empower Evolution. Connect People and Technology.”
This purpose is linked to the Company’s business model, and
also discussed in the Message from the President, in which the
president outlines management goals for implementing the new
Mid-Term Management Plan, including specific targets through
fiscal 2028. In my estimation, this content provides more detail than
the 2023 report.

Elements of the 2024 report that made the strongest impression
on me were as follows.

First, the report has enhanced explanations of products and the
business model. They accurately convey the source of Dexerials’
earning power and effectively meet investor expectations.

Second, in the Mid-Term Management Plan launched in fiscal
2024, the Company has set clear targets for fiscal 2028, outlined
three basic policies to support the plan (Expanding businesses in the
growth domains, Qualitative strengthening businesses in the existing
domains, and Evolution of the management base), and identified
materiality (“Technology” and “Human Capital”), all of which bring
the plan into sharper focus.

Third, in identifying materiality, the Company clearly defined
“Technology” and “Human Capital” as key issues for strengthening
its business model, and by separating these from ESG Key Issues,
Dexerials is able to more clearly express its unique characteristics.

At the same time, the Company has demonstrated ingenuity in
setting KPIs from a multifaceted perspective, referring to various
guidelines and benchmarks to identify ESG Key Issues.

Dexerials’ overall story has become more compelling, and the
flow from purpose, to the new Mid-Term Management Plan, and
then materiality is highly persuasive. The report includes detailed
explanations of financial strategies and risk management, and the
inclusion of employee feedback throughout the report makes a very
favorable impression. The report volume has increased by about
10% compared to 2023, making for an improved publication.

The report also features a special interview with institutional
investors, which is very timely given the growing importance of
dialogues with investors.

At the same time, there are issues to be addressed, including
the removal of a table indicating performance comparisons among
ESG Key Issues. This omission makes it difficult to review fiscal
2023 results. Improvements are also needed for occupational safety
issues for which targets have not been achieved.

Although steady progress is being made each year, the
Company must further deepen the discussion to realize the purpose
set out in the president’s message. While ongoing compliance with
global disclosure standards is necessary, | believe that by steadily
implementing and embedding objectives aligned with Dexerials’
purpose throughout the organization—rather than focusing solely on
commonly used indicators — the Company’s social and business
value will naturally increase. As an important tool for achieving this,

I look forward to the ongoing and unique evolution of the Dexerials
Integrated Report.

Response to Third-party Opinion

We are sincerely grateful to Professor Noda for providing valuable
opinions from an objective perspective during the preparation of this
Integrated Report.

We have embarked on a new voyage toward further growth,
guided by the compass and chart toward the future we have been
formulating since the previous Mid-term Plan. This includes our
purpose, medium- to long-term vision of “what we want to be,” and
new Mid-term Plan formulated by backcasting from that vision.

In this report, with the main theme of “Realizing Our Purpose,
Advancing to the Next Stage,” we communicate our medium-
to long-term direction and growth strategies with a focus on
storytelling.

Further, based on the advice from Professor Noda last year to

present a vision of “what we want to be” and “what it will take to
realize”, as well as valuable feedback from domestic and global
investors on the 2023 report, we have made improvements from
various perspectives.

Professor Noda'’s positive evaluation of our efforts to enhance
this report is tremendously encouraging. We hope this significantly
revamped report will provide readers with a sense of Dexerials’
possibilities and growth potential.

| would also like to note that the results of our efforts to achieve
fiscal 2023 CSR targets (KPIs) based on previously identified materi-
ality, as mentioned by Professor Noda, will be disclosed on our web-
site. At the same time, we will provide ongoing updates on the newly
established ESG Key Issues in future integrated reports, enabling
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readers to monitor our progress
toward annual targets and review our
business performance.

Going forward, we will continue
engaging in dialogue with our stake-
holders as we pursue the essence
of sustainability unique to Dexerials,
as outlined in our purpose and
Sustainability Policy. Through these
efforts, we aim to achieve further
growth and enhance corporate value.
We sincerely appreciate the ongoing
support of all our stakeholders.

Kouji Yamagishi
Executive Officer
Sustainability Promotion Division Head
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