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Sustainability Talks

Utilizing individual abilities to
create value that resonates with
the senses through innovation

What is essential for artience as it aims to drive the next wave of innovation and
achieve further growth, building on a foundation of trust?
Since returning to Japan in 1995, Peter D. Pedersen has supported Japanese companies in
their sustainability management efforts, gaining extensive expertise in nurturing
the next generation of leaders. President Takashima discussed organizational
management strategies to enhance corporate value with him.

Attempting transformation, under
the banner of a company name change

Takashima When | became president in 2020, the
COVID-19 pandemic had begun, and our stock price
and business performance were not good. Driven by a
sense of crisis that the Company would have no future
without change, we resolved to change our company
name, as a symbol of transformation.

Pedersen | heard that the name “artience” is a com-
bination of the words “art” and “science.”

Takashima Yes, that's right. Until now, we have posi-
tioned ourselves as a science-driven company. How-
ever, in a world where technology and Al will become
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the central focus, we believe it is important for us to
deliberately focus more on people. The new com-
pany name embodies our commitment to providing
not only “science” but also “art”—forms of value that
resonate with the senses (emotional value,) such as
empathy and shared emotional thrills. The concept of
‘art” also encompasses the liberal arts philosophy
of embracing diverse perspectives, making it a fitting
name for our new direction as a company.

Pedersen That's interesting. Typically, a name doesn’t
convey a company's philosophy, but the name “ar-
tience” itself expresses your philosophy. It's wonderful.
Takashima “Creating value that resonates with the
senses and building a future where all people can
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live enriched lives” is our raison d’étre as a company.
Being useful to society, and understanding people’s
wants and needs. We are pursuing these two things.
Through discussions on the theme of “emotional val-
ue” during internal roundtable talks, my perspective
has changed. Before, | believed that emotional value
was about “universalizing identity.” Now, | understand
that it is about “wishing for people’s happiness.” In
conversations with frontline employees, | heard them
express that “emotional value is about the joy of see-
ing the products we create being used in the world.”
The perspective is external. It's about altruism, or serv-
ing the interests of others. | learned this through my
discussions with employees.

Pedersen During the World Future Society conference
held in the United States in 1997, it was said that we
had entered the era of the “experience economy.” Ex-
perience is really about emotional or sensory value.
Companies that provide good experiences will prevail
in business. In that sense, artience’s “value that reso-
nates with the senses” is a great asset.

People-oriented management with
an emphasis on individuals

Pedersen | hear that the overseas ratio of your busi-
ness is increasing. Overseas, the name “artience”
probably comes across better than “Toyo Ink Co., Ltd.”
How do your employees feel about it?

Peter D. Pedersen

Professor at Shizenkan University Graduate School
Representative Director of Nelis Non-profit Organization

PROFILE

An entrepreneur, originally from Denmark.
After attending high school in Japan, he
recognized the great potential in Japan's
rich nature, history, culture, and values. He
returned to Japan in 1995, and has since
been involved in supporting sustainabil-
ity management at various companies
and organizations. Currently, he serves
as the representative director of Nelis,
a non-profit organization dedicated to
cultivating next-generation leaders on a
global scale, while also holding positions
as an outside director for multiple Japa-
nese companies.

Takashima Some employees had a particular attach-
ment to the word “ink.” In overseas markets, particu-
larly in Asia, “ink” remains the core of our business. On
the other hand, many employees view the new hame
very positively. Over the past two years, we have held
roundtable talks with young and mid-career employ-
ees at various locations, and one thing that surprised
me was how positively the employees in India viewed
the name change. While the company name at our
subsidiary in India is still “Toyo Ink India,” employees
have expressed a desire to change it to “artience”
there as well, and they agree with the philosophy be-
hind the change.

Pedersen Thinking about art and science seems to be
becoming an “interface” for communication.
Takashima We have been streaming videos since
January 2025, in which we convey the message that
we are not a manufacturing company, but rather one
that creates emotional value and joy. Then, | received
an email directly from a factory employee saying that
they felt uncomfortable about this.

Pedersen It's great that you have a company culture
where employees can speak directly to the president
about such things.

Takashima Yes, it made me happy. In my direct re-
sponse, | communicated the fact that the company
name actually emphasizes manufacturing, and is
forward-thinking. Thanks to increased opportunities
for dialogue, we've noticed gradual changes.
Pedersen Large Japanese companies tend to sup-
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press individual thinking and smooth out sharp edges
in their organizational cultures. However, in the com-
ing era, it will be essential for us to bring out that indi-
viduality while working toward our goals. | believe that
organizations where people can take the initiative to
move toward their goals will be the ones that survive.
Takashima Our management philosophy is “People-
oriented management.” The whole exists because of its
individual parts. It is absolutely unacceptable for indi-
viduals to be sacrificed for the sake of the organiza-
tion. We are currently undergoing corporate reforms,
but we have decided that this philosophy will never
change.

Pedersen Companies need to unlock the potential
of each individual and ensure that their lives are not
wasted. Human capital management can easily be-
come a formality. | believe that the most important
thing is to maximize the abilities of individuals and
enable them to continue taking on new challenges,
thereby leveraging “people” as a form of capital.

Creating an organization
where individuals are empowered

Pedersen | feel that few people in Japan possess
strong leadership abilities. An ideal organization is one
that supports those who dare to venture into unchart-
ed territory. Even if 70% of our efforts fail, | fear that
there is no future for Japanese industry unless we take
on bold challenges.

Takashima One of the core companies in our group,
TOYO INK Co,, Ltd,, has traditionally had a strong top-
down corporate culture, and is now undergoing the
most significant transformation. Frontline employees
are now submitting proposals. One such initiative is
a new system called CX Center. By reducing staff by
one-third while leveraging digital transformation (DX,)
they are implementing a system to handle technical
services and order processing. They are confident that
this will improve customer satisfaction.

Pedersen That's great. Empowering individuals is some-
thing that was impossible for us to do in a top-down or-
ganization. It may take five or ten years to see results, but
| believe the company will undergo a dramatic transfor-
mation, so | encourage everyone to keep trying.
Takashima Another example is the Business Idea
Contest (now known as “IPPO,”) which we launched in
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2021 to support individuals who want to take on new
challenges. This year marks the fourth time around,
and the contest continues to evolve. The most appli-
cations have come from Toyo Ink Co., Ltd., which has
experienced a tough 4-5 years due to the shrinking
printing market, and is now really hungry for success.
Performance has improved, and investors are ex-
pressing their surprise.

Pedersen It's great that you're able to turn a business
contest into results, because that's really hard to do. |
think that having intrapreneurs, or entrepreneurs with-
in the company, is a good fit for Japanese companies.
It's about maximizing freedom with a certain level of
resources. It's important for us to become an organi-
zation that can embrace diverse approaches to work-
ing and tackling new challenges.

Takashima Generally, the number of entries in busi-
ness contests tends to decrease after a few years, but
in our case it continues to increase. There are some
really promising ideas. We want to increase the num-
ber of success stories, so we're trying to create a sys-
tem to support them more. When we posted a call for
ideas for a certain project and said we needed people
with marketing or sales experience, several employ-
ees volunteered immediately. We're hoping to create
a system where everyone supports the dreams of in-
dividuals.

Pedersen It's a system where top-level management
sets the direction, middle management provides sup-
port, and front-line employees take the lead, isn't it?

Aiming for creative governance

Pedersen Japanese companies are great at audit-
ing, risk management, and compliance, but | am also
concerned that focusing too much on these areas
may hinder innovation. Governance exists to support
and back up the free exploration of opportunities, un-
derpinned by high ethical standards. The question is
whether individual leaders can ensure a culture of in-
tegrity on the front lines.

Takashima Differences in corporate ethics and gov-
ernance are clearly reflected in attitudes toward the
use of generative Al. We launched a cross-functional
Generative Al Utilization Promotion Task Force in 2024,
identified it as a material issue, and are exploring
rules as we actively attempt new challenges. Howev-
er, | have heard that some companies are restricting
or prohibiting the use of Al to minimize risks, such as
structural inadequacies or information leaks.
Pedersen Rules are meant to support, not suppress. |
hope this shift continues to progress in a positive di-
rection.

Takashima As part of our governance reforms, we
started by reforming our Board of Directors. Do you
think that the company will change as a result of this?
Pedersen Yes, it will. First, it is important to select the
right people. | serve as an outside director for sever-
al companies. Some engage in strategic discussions,
while others hold overnight retreats. At one company,
| also serve as chair of the sustainability committee.

When outside directors with specialist knowledge and
experience come together, the discussions can be
very interesting. This is creative governance.
Takashima It is very beneficial to have outside direc-
tors who are professionals in the areas that the Com-
pany values. When | speak with our external board
members, they all express a desire to be more involved
and fulfill their roles more fully.

Pedersen Yes, that's how it is. External board members
want to get more involved, within the limits of the time
available to them.

Contributing to sustainability issues and
enhancing corporate value

Pedersen In addition to its technological and financial
capabilities, Japan also has a non-Western view of
nature, and the sanpo-yoshi (“three-way satisfaction”
or “win-win-win") philosophy of the Omi merchants. |
came back to Japan in 1995 because | believed that
Japan could show the world a different path from the
Western approach to solving sustainability issues.
However, | believe that Japanese companies today
are being swept away by the influences of neoliberal-
ism, global financial capitalism, and shareholder cap-
italism, and are unable to fully realize their true poten-
tial. Your company’s “emotional value” could be the
solution to this problem.

Takashima As president, | base my management
philosophy on Eiichi Shibusawa’s The Analects and the
Abacus, which states that contribution to society and
pursuit of profit are not mutually exclusive. They can
coexist. | believe that true shareholder capitalism is
achieved only when the economic benefits for share-
holders are balanced with contributions to society.
Pedersen That's right. That's why listed companies
are forced to make very tough decisions.

Takashima Currently, an anti-ESG trend is emerg-
ing globally, but as a manufacturer we view climate
change mitigation as our responsibility, while also rec-
ognizing the business opportunities associated with it.
Pursuing both of these things is at the core of our Sus-
tainability Vision asv2050/2030, and we have no inten-
tion of changing that.

Pedersen That's good. In today’s world, ESG activities
must be linked to business to be positively recognized
by the market. Being business-oriented is, in a sense,
the ultimate form of recognition. While it is important
to value shareholders as stakeholders, | believe that
being swayed by them is not the role of management.

A diverse organization generates diverse
emotional value

Takashima With global operations advancing, and
more than 50% of our net sales and 60% of our op-
erating profit coming from overseas, the Human Re-
sources Department is working to increase the global
mobility of our human resources. Since over 60% of our
employees are overseas national staff, we believe that

seeking out new talent globally will also increase in-
novation and corporate value. Additionally, both our
Board of Directors and Group Management Com-
mittee meetings are composed entirely of Japanese
members, which we recognize as a significant issue.
Pedersen Globalization of corporate headquarters
is a significant issue for many Japanese companies.
Some companies have deliberately placed the core
of their global human resources functions overseas.
They have also hired a significant number of foreign
employees at their head offices, to the point where it
is noticeable.

Takashima With regard to our overseas offices, we
hold a Global Management Forum twice a year in
Japan, where top-level management from our over-
seas subsidiaries gather. While there are some women
among our overseas executives, their numbers are not
yet significant.

Pedersen The Global Management Forum is a great
initiative. You should definitely continue holding it.
While the number of female executives is important,
the recruitment of female employees is also key. Sim-
ilar to the hiring of foreign nationals, as we spoke of
earlier, it is essential to purposefully recruit a signifi-
cant number of female employees at once. Without
such bold and symbolic initiatives, the pace of change
will not increase.

Takashima Yes. We still have a low percentage of fe-
male employees, so we are strategically setting tar-
gets and working toward them.

Pedersen Technical and manufacturing fields have
historically tended to have fewer women, but | feel that
women are often better at empathizing with and con-
sidering things from a user’s perspective, regardless
of the business they are in. Incorporating that per-
spective further will help artience to enhance its ability
to create emotional value.

Takashima Since we changed the company name
to artience, the number of female applicants has in-
creased. | hope that the “art and science” concept is
resonating with them.

Pedersen It must be resonating. The company name
symbolizes a transformation for the entire company,
and it gives me hope for the future.

Takashima | am grateful for your assessments and
valuable insights. Thank you very much for today.
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Message from Outside Directors

Drawing on experience in

diplomacy to provide management
advice in the face of increasingly

complex global circumstances

Yutaka Yokoi

Leading Independent Outside Director
Audit and Supervisory Committee member

Leader of Advisory Committee on Appointment and Remuneration

Please tell us about your background and expertise
as an independent outside director.

| joined the Ministry of Foreign Affairs (MOFA) in 1979 and
served as a diplomat for over 40 years. In addition to holding
overseas posts in countries such as the United States, Chi-
na, Turkey, and Malaysia, | also worked in MOFA's Economic
Cooperation Bureau, where | was involved with Official De-
velopment Assistance (ODA) policies for many years. | be-
lieve that the experience | gained from reviewing numerous
projects has given me insights that are still relevant from a
modern corporate management perspective.

My association with artience began before my retire-
ment from MOFA. By coincidence, the Company has key bas-
es in the countries where | worked, and this led to my ap-
pointment as an outside director in 2022. While | may not be
an expert in matters of business management, | do bring an
international policy perspective and holistic view of changes
in the external environment, which | leverage to provide ad-
vice on the Company’s global strategy and other matters.

How would you assess the current operations and
supervisory functions of the Board of Directors?

| feel that the Board of Directors has evolved significantly
over the past four years. Compared to when | first joined,
there are now more open and active discussions taking
place, and the Board now includes members with diverse
backgrounds from both inside and outside the company,
with an increased percentage of female directors. The Ad-
visory Committee on Nomination and Remuneration now
meets four times a year, and has begun to actively address
themes relating to the very foundation of the Company's
business, including succession planning, salaries, and per-
sonnel systems.

| believe that our management monitoring function is
also currently functioning adequately. While it is difficult for
outside directors to fully grasp details of all corporate activ-
ities, recent efforts such as providing outside directors with
tablets that enable them to access the same information as
employees have strengthened information-sharing mech-
anisms.

What are your thoughts on the progress and issues
of the artience2027/2030 Management Plan?

One of artience’s strengths is its diverse business portfolio,

which enables it to maintain overall stability even if certain
areas are underperforming. However, the ink business—
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which has been the cornerstone of the Company’s business
since its founding—is gradually shrinking. artience cannot
afford to rely on it going forward. For this reason, | believe
that the new management plan, which aims to provide
“value that resonates with the senses” beyond just man-
ufacturing, and clearly defines the direction in which the
Company is heading, holds significant meaning.

In particular, the decision to make large-scale invest-
ments to establish production facilities in five bases in four
countries overseas in the LiB sector was an insightful, for-
ward-thinking move, anticipating the potential fragmenta-
tion of the global supply chain. The external environment is
experiencing rapid changes, with the EV market undergo-
ing a radical restructuring of power dynamics centered on
China, and fluctuations in European and US trade policies
having complex effects. Given this environment, the fact
that artience has already established its bases in advance
should give it a solid competitive advantage going forward.

However, the reality is that the Company’s overall plan
is currently around two years behind schedule. While there
are high expectations for the future of the LiB field, it is also
essential to establish second and third pillars of revenue to
avoid excessive dependency. | believe that it is important
to focus on other new growth areas, such as the semicon-
ductor field.

What are the key perspectives for improving
artience’s corporate value?

From my experience as Press Secretary for MOFA, | under-
stand the importance of communicating information, so |
believe that it is essential to consider how to communicate
the value that the Company has to offer. While artience’s IR
activities have made significant progress in recent years, |
feel that there is still room for more proactive communica-
tion regarding the state of the LiB business. The challenging
business environment requires that we communicate with
the market in a precise yet bold manner.

Additionally, artience is already a global enterprise with
more than 50% of its net sales and employees based over-
seas. Because artience is conducting business in an envi-
ronment where the policies, cultures, and business practices
of various countries intertwine, it is very important to swiftly
identify risks and work together with local authorities and
stakeholders. | aim to leverage the expertise | have gained
from adjusting to the policies of various governments and
advising Japanese companies in diplomatic settings to
support artience in actualizing its business strategies.

Leveraging expertise in
international corporate law to

support the sustainable growth of
artience as it continues its global

expansion

Yoshinobu Fujimoto
Independent Outside Director V8

Please tell us about your background and expertise
as an independent outside director.

Since beginning my career as an attorney in 1991, | have fo-
cused primarily on corporate law, M&A, and international
transactions. After studying abroad in the United States, |
also obtained a New York State bar license, and have since
been involved in numerous overseas cases. | have been
associated with artience since around 2000, providing le-
gal support for international cases, including the acquisi-
tion of local subsidiaries in Belgium and Turkey. In partic-
ular, in 2010, | worked closely with the current president, Mr.
Takashima, on a very challenging case involving the US De-
partment of Justice, which helped to build a strong trust-
ing relationship between us. Since then, | have continued
my involvement with the Company in various capacities,
and in 2024 | was approached to join its Board of Directors.
Having gained a deep understanding of artience through
many years of work, and recognizing this as an opportunity
to contribute by leveraging my legal expertise, | accepted
the role of outside director.

How would you assess the current operations and
supervisory functions of the Board of Directors?

My initial impression of the Board itself was that it was
somewhat cautious and rigid, but now its membership has
changed significantly, and the depth of our discussions has
increased dramatically with the addition of new outside di-
rectors with expertise in management and finance. Recent-
ly, our Board meetings have been so lively that discussions
cannot be concluded within two hours.

In order for us to exercise our voting rights as outside
directors appropriately, it is essential for us to know the
Company well. In FY2024, | made multiple factory visits. |
found it highly beneficial to gain firsthand insights from the
front lines. | also consider it meaningful that my proposal
to create informal opportunities for open dialogue with the
management team outside of formal board meetings was
adopted and implemented.

It is also essential that outside directors have a proac-
tive attitude and take the initiative in accessing information.
Rather than demanding excessive documentation from the
secretariat, | believe it is possible to enhance our supervi-
sory function more efficiently by sharing existing manage-
ment meeting materials and participating as observers in
internal meetings.

What are your thoughts on the progress and issues
of the artience2027/2030 Management Plan?

In terms of business performance, ROE has been steadily
improving, and it is our assessment that the Company has
made a solid start from the first year (of the plan.) The deci-
sions to change the company name, revise the philosophy
framework, and undertake cultural reforms were all driven
by a strong commitment by management to transform the
Company. The key question going forward will be how to in-
fuse real passion into the plan targets and execute them
effectively. Particularly in non-financial areas such as hu-
man capital and sustainability, where targets and evalu-
ations tend to be more qualitative than quantitative, there
is a need to engage in practical efforts and translate them
into tangible results.

In addition, artience is now a company where both
sales and profits from overseas markets exceed 50% of total
sales and profits. While the domestic (ie, Japonese) mar-
ket offers a relatively stable business environment, expand-
ing overseas operations brings various risks. | believe that it
will become increasingly important to respond quickly and
accurately to changes in policies and regulations that vary
between countries and regions.

What are the key perspectives for improving
artience’s corporate value?

artience is a serious and sincere company that is commit-
ted to ESG and sustainability. However, its PBR is currently
below 1, and | feel that external recognition is yet to catch
up with its efforts. The issue of how to communicate the val-
ue the Company offers is an IR/SR issue that must be ad-
dressed with an even greater level of care.

The role of outside directors goes beyond mere moni-
toring. The essence lies in how effectively we can contribute
to sustainably enhancing corporate value by leveraging our
expertise and experience. Personally, | hope to contribute to
artience’s value creation by making full use of my legal ex-
pertise, as well as all available resources and networks. In
particular, as artience strengthens its efforts toward global
expansion, it will face increasing challenges in addressing
complex legal systems and risks. In such situations, | will
strive to provide sound advice that will lead to better man-
agement decisions.
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Top Management (as of varcn 26, 2025)
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Back row from left: Keiko Kimura, Tetsuaki Sato, Yoshinobu Fujimoto, Noriko Kosugi, Yukihiro Tachifuji, Minoru Matsumoto
Front row from left: Masayuki Kano, Tomoko Adachi, Satoru Takashima, Hiroyuki Hamada, Yutaka Yokoi

Satoru Takashima Hiroyuki Hamada Tetsuaki Sato

President and Representative Director, Vice President Director in charge of Quality Assurance,
Group CEO In charge of Overall Management and Corporate Production and Environment, Sustainability,
Departments Purchasing and Logistics
App. & Rem.
April 1984  Joined the Company April 1981 Joined the Company April 1985  Joined the Company
March 2020 President and Representative Director March 2025  Vice President March 2023  Director

In charge of Overall Management and

March 2022  Group CEO Corporate Departments July 2023 In o_horge of Quoht\{ Assurance, Prod_uct\’oh,
Environment, Sustainability, Purchasing
Number of shares held: 37,721 shares / Number of shares held: 1,021 shares / and Logistics

Term of office: 11 years 9 months

Term of office: 8 years 9 months
Number of shares held: 13,490 shares /

Term of office: 2 years

Masayuki Kano Tomoko Adachi Yoshinobu Fujimoto

Director Independent Outside Director Independent Outside Director

Audit and Supervisory

Committee member (full-time) Audit Outside | Independent Outside | Independent
April 1984  Joined the Company November 1995  Assistant Professor, Department of April 1991 Registered with the Daini Tokyo Bar

. " . Obstetrics and Gynecology, Tokyo Association
March 2024  Director (Audit & Supervisory Committee Women's Medical University

member (full-time)) Apri 1991 Joined Masuda and Ejiri Law Office
December 2017 Board member of Aiiku Association for (current Nishimura & Asahi
Maternal, Child Health and Welfare (Gaikokuho Kyodo Jigyo))

Number of shares held: 1,698 shares [
Term of office: 1 year
December 2017 Director of Aiiku Association Maternal January 1999 Partner of Nishimura & Asahi
and Child Health Center Aiiku Hospital (Gaikokuho Kyodo Jigyo)
("Aitku Hospital”)

June 2008 Outside Auditor of Mita Securities Co,, Ltd.
April 2022  Honorary Director of Aiiku Hospital . .

March 2024 Outside Director of the Company
March 2023  Outside Director of the Company 3

Number of shares held: 100 shares / Term of office: 1 year
June 2024  Vice President of the Japan Society of

Obstetrics and Gynecology

Number of shares held: 2,200 shares /
Term of office: 2 years

64 artience Group Integrated Report 2025

New

Yukihiro Tachifuji

Independent Outside Director Outside

Independent
App. & Rem.
April 1985  Joined Mitsubishi Paper Mills Co, Ltd
June 2018  President and CEO of Mitsubishi Paper
Mills Co, Ltd.

June 2022  Advisor of Mitsubishi Paper Mills Co, Ltd.

June 2023 Outside Director of Fuji Electric Co, Ltd.

June 2023  Outside Director of JNC Corporation

March 2025 Outside Director of the Company

Number of shares held: 0 shares / Term of office: 0 years

Keiko Kimura Outside
Independent Outside Director Independent
Audit and Supervisory

Committee member App. &Rem.  Audit

April 1980 Joined Itochu Corporation
October 1989 Joined Citibank, N.A.

October 2002 Registered with Daiichi Tokyo Bar
Association

October 2002 Joined Anzai & Sotoi Law Offices
(currently Anzai Law Offices)

June 2016 Outside Director of the Company

June 2017 Outside Director (Audit and Supervisory
Committee member) of Yashima & Co,, Ltd.

March 2022 Outside Director of the Company
(Audit & Supervisory Committee member)

New

. . . Outside

Noriko Kosugi Yutaka Yokoi
Independent Outside Director Leading Independent Independent
Outside Director App. & Rem.

Audit and Supervisory
Outside | Independent Committee member Audit

April 1990  Joined Kawasaki Steel Corporation April 1979 Joined the Ministry of Foreign Affairs of
(currently JFE Steel Corporation) Japan

June 2019 Managing Director and Managing
Executive Officer of Unizo Holdings Co, Ltd.

August 2020  Finance Director of the British School
in Tokyo

April 2023  Outside Director of Computer Engineering
& Engineering Co, Ltd.

March 2025  Outside Director of the Company

Number of shares held: 0 shares / Term of office: 0 years

Minoru Matsumoto Outside
Independent Outside Director Independent
Audit and Supervisory

Committee member Audit

Number of shares held: 2,100 shares |
Term of office: 8 years 9 months

October 1983 Joined Tohmatsu & Aoki Audit Corp.
(currently Deloitte Touche Tohmatsu LLC)

March 1987 Registered as a Certified Public
Accountant

September 2012 Retired from Deloitte Touche Tohmatsu LLC
October 2013  Established Minoru Matsumoto CPA Office
June 2015 Outside Director of Foster Electric Co, Ltd.

March 2021 Outside Audit & Supervisory Board
member (part-time) of the Company

March 2022 Outside Director of the Company
(Audit & Supervisory Committee member)

October 2022 Representative employee of Terada Kaikei
Office (tax accountants)

Number of shares held: 0 shares / Term of office: 3 years

August 2013 Ambassador Extraordinary and
Plenipotentiary of Japan to Turkey

March 2016  Ambassador Extraordinary and
Plenipotentiary of Japan to the People’s
Republic of China

December 2020  Retired from the Ministry of Foreign Affairs
of Japan

March 2021 Outside Director of the Company
October 2021  Councilor at Chiba Institute of Technology

January 2022  Distinguished Professor at Chiba Institute
of Technology

March 2022  Outside Director of the Company
(Audit & Supervisory Committee member)

June 2022  Outside Director of Hokuhoku Financial
Group, Inc.

Number of shares held: 3,400 shares [ Term of office: 4 years
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Corporate Governance

Enhancing group-wide corporate
governance, starting with reforms to
the Board of Directors

Basic approach

The artience Group has defined the “Enhancement of cor-
porate governance through continuous reform” as one of
the key objectives of sustainability management in its Sus-

By adopting an Audit and Supervisory Committee sys-
tem, we have enabled Committee members to exercise
their voting rights at meetings of the Board of Directors,

66

Holding discussions without time limits,
until all members are satisfied

Two key challenges in strengthening corporate gover-
nance are enhancing the supervisory function of the
Board of Directors and ensuring independence.

At artience, the Board of Directors is working to im-
prove the quality of its supervisory function by sharing
sufficient information in advance on matters for resolu-
tion, and conducting in-depth discussions at meetings.
The Board operates with a policy of purposefully not
setting time limits for meetings and continuing discus-
sions until all members are satisfied, when necessary.
We are also working to deepen the understanding of
the Group's business operations among outside direc-
tors by providing direct explanations from business unit
leaders and arranging opportunities for site visits.

Enhancing the balance of skills and attributes
among Board members

In FY2025, we improved the balance of our skill matrix by
appointing two new outside directors with management
experience at listed companies. The current ratio of out-
side directors is 64%, with three of them being women.

Hiroyuki Hamada

Vice President
In charge of Overall Management
and Corporate Departments

capital efficiency. For this reason, we are considering
adding achievement of ROE targets to our evalua-
tion metrics and expanding the proportion of perfor-
mance-based remuneration.

The growing importance of global risk management

As a group that generates more than half of its rev-
enue overseas, risk management is essential as we
continue to expand our global operations. The Group's
global risk management framework involves each
company conducting its own risk assessments, with
the Risk Management Subcommittee compiling the
results to identify and prioritize common risks. Re-
sponse measures are then implemented across the
entire Group (»P.76.)

Over the past few years, we have implemented an
internal whistleblowing system at overseas locations,
and expanded and enhanced internal audits both do-
mestically and internationally. The introduction of an

tainability Charter.

Enhancement of corporate governance

through continuous reform

We will continue to incessantly reform and validate manage-
ment resources and risk management, and build and main-
tain effective corporate governance. We will adapt flexibly to
changes in the business environment and work to achieve
resilient corporate management that contributes to the sus-

tainable growth of the Group.

Excerpt from the “Sustainability Charter”
(revised January 2024)

We will address individual corporate governance is-
sues in accordance with the basic policy regarding corpo-
rate governance in an effort to establish proper corporate

governance.

H Corporate governance system (as of April 1, 2025)

General Shareholders’ Meeting
N

Appointment / dismissal

Advisory Committee on Appointment
and Remuneration 4 members
1inside and 3 outside directors
(including 1 woman)

N

Proposals / reporting

thereby increasing the level of fairness and transparency
of management and strengthening oversight of the Board
of Directors. By adopting an operating officer system (one-
year term,) we have clarified the division of roles between
management supervisory and executive functions and are
speeding up decision making and enhancing supervisory
functions with regard to execution of business.

Additionally, Toyocolor Co, Ltd., Toyochem Co,, Ltd., and
Toyo Ink Co,, Ltd,, the core operating companies of the group,
each have an Operating Company Management Commit-
tee that regularly meets to share management policies and
strategies, and discuss issues and achievements regarding
the execution of business. Directors of the holding company
attend these meeting.

For more information about the Basic Policy on Corporate Governance
and our corporate governance initiatives are posted on our website
under [Sustainability > Governance > Corporate Governance.]

WEB

- Inside Directors . Outside Directors

Appointment /
dismissal

Appointment / dismissal

Comments
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Although the percentage of female managers within the ERP system for centralized management of finance, o000 =
company is still low, we aim to promote gender diversi- accounting, and tax has also enhanced our global LT T T} Holdin 3
ty throughout the entire Group by taking the lead in in- monitoring capabilities. Finding and advice ’\mqumng compqu

creasing the ratio of women on the Board of Directors. Deepening the level of communication with over- d d d

Stakeholders have also pointed out that the inde-
pendence of directors tends to decline around 8-10
years after their appointment. To address this, we have
established a maximum term of office for officers in

seas Group companies and sharing our vision and
philosophy as a group are also important elements
for strengthening governance. The Group has been
holding a Global Management Forum twice a year for

11 members

Board of Directors

4 inside and 7 outside directors (including 3 women)

linside and 3 outside directors (including 1 woman)

. . . c ti
Audit and Supervisory Committee eoperation

4 members

sloypny Bununoosoy

our internal regulations to promote turnover. over ten years, attended by members of the Group “‘aaa‘aaaa ‘a‘a
The Advisory Committee on Appointment and Management Committee, presidents of domestic and - — - -
Remuneration, which meets four times a year as of overseas Group companies, and senior managers, to Selection Supervision | Reporting / Audit / supervision : Reporting
FY2024, has been discussing the appropriateness of share information and awareness on global issues, proposals :
officer compensation, with the lead outside director strategies, and measures. We actively disclose these PGl | SRR CLIELEnIE IRy
serving as Chair. While our remuneration system has initiatives to enhance management transparency, J/ _
traditionally emphasized contributions to sales and aiming for the sustainable growth and enhancement — —— K Reporting \ ~ -
profits, we now need to place a greater emphasis on of the Group's corporate value. Representative Director | — 3| Internal Audit Department
B Major initiatives to strengthen corporate governance B Changes in number of Directors and ratio of eI > Sustainability Committee
. . Supervision
Abolish takeover defense measures Independent Outside Directors ESG Promotion
FY2020 (introduced in 2008) (person) 15 . P () b f
— 7 - Total number of Directors and Audit and e Group Management Committee Subcommittee
Significant reduction in number of Directors (15 to 11) 15— Supervisory Committee members* —100 11 members - 8
FY2021 | Launch of the Future Discussion Task Force (next- 12 4inside directors and 7 operating officers a Compliance =
generation management development program) n n '| '| 0 (including no wornen) Reporting Subcommittee &
Transition from a company with an Audit and ./.\. - c i ()
FY2022 | Supervisory Board to a company with an Audit and 10— aa“a“aaaa Compliance Office <00permon (]
Supervisory Committee _ 60 (Internal / External Hotline) 8
Significant reduction in number of Operating Officers o o 64% A 4 3
FY2023 | (32t016) 40% 49% 42% Operating Officers Risk Management g
Increase in number of female Directors (2 to 3) _ 40 > 17 members £ - — Sub -
- - _ Appointment (including 1 worman) Audit / supervision ubcommittee
Increase in number of meetings per year of 5 9
the Advisory Committee on Appointment and
FY2024 | Remuneration (established in 2017) (1to 4) Ratio of Independent Outside Directors ‘ - 20
Basic Policy on Corporate Governance Control / management
(established in 2015)
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2021 2022 2023 2024 2025 (Fv)

*For FY202], this shows Directors and Auditors.

Group Companies
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Foundation Supporting Value Creation

Corporate Governance

I Responsibilities and composition of major meetings and committees

Board of Directors

- Makes management decisions and supervises execution of business for the entire Group

- Makes decisions on matters stipulated by law and important management issues

- Chair: President and Representative Director

- Members: Eleven members (three of whom are women): seven directors who are not Audit and Supervisory

Committee members (of whom four are outside directors) and four directors who are Audit and Supervisory
Committee members (of whom three are outside directors)

- Term of office: 1year for directors who are not Audit and Supervisory Committee members, 2 years for directors

who are Audit and Supervisory Committee members

17 meetings were held in FY2024

Audit and Supervisory
Committee

-Cooperates with the Internal Audit Department and accounting auditor to audit the legality and

appropriateness of directors’ execution of their duties

-Makes regular reports at Audit and Supervisory Committee meetings and holds information exchange

meetings with the Internal Audit Department as needed, and reports audit results and holds information
exchange meetings with the accounting auditor as needed

- Members: Four Audit and Supervisory Committee members (of whom three are independent outside directors)
- Term of office: 2 years
-13 meetings were held in FY2024

Advisory Committee
on Appointment and
Remuneration

- Discusses the selection of director candidates and their remuneration in a transparent and objective manner
- Considers and evaluates succession plans

- Chair: Outside Director

-Members: An inside director and three outside directors

-4 meetings were held in FY2024

Group Management
Committee

-Making important decisions on the execution of business as a consultative and decision-making body

subordinate to the Board of Directors.

- Members: Inside Directors, Audit and Supervisory Committee member (full-time,) Corporate Officers in charge

of important management functions (CTO, General Managers of General Affairs Department / Finance and
Accounting Department / Human Resources Department, representative directors of three core operating
companies)

- 26 meetings were held in FY2024

Composition of the Board of Directors

We select the members of our Board of Directors in
consideration of diversity and expertise. We pay at-
tention to their knowledge and experience in different
areas of business management, to the achievement
of gender equality and to other aspects to ensure di-
versity. The Board is currently composed of directors

B Composition of the Board of Directors

Inside directors:

4 persons
Independence

64

(7/1 persons)

Ratio of female
directors

27+

(3/11 persons)

artience Group Integrated Report 2025

Independent
outside directors:

7 ppersons

with a wide variety of advanced skills, and over half
of its members are independent outside directors who
meet the standards we have determined for the inde-
pendence of outside officers.

More than Less than
5 years: 2 years:
3 persons 4 persons
Term of office
2-5 years:
4 persons Fieiio ol
non-executive
officers

73+

(8/11 persons)

Promoting sustainability management

The Group has established a Sustainability Charter as
its basic philosophy for promoting sustainability in all
of its corporate activities. The Charter is based on the
Group's philosophy system, consisting of our Corpo-
rate Philosophy, Brand Promise, and Our Principles. To
drive sustainability management from a medium- to
long-term perspective, we are implementing initia-
tives throughout the entire Group using the Sustain-
ability Vision asv2050/2030, which is derived using a
back-casting approach based on our ideal vision for
2050, as a guideline for our activities (»P.31.) In addi-
tion, artience2027, Medium-term Management Plan,
which is currently underway, sets out three basic pol-
icies: (1) shift to highly-profitable existing businesses,
(2) create strategic priority businesses, and (3) trans-
form the Company’'s management foundation. It also
clearly specifies sustainability management issues
that should be addressed to (3) transform the Com-
pany’s management foundation, such as the reform
of the personnel development program, the maximi-
zation of capital efficiency, innovation in production
processes, digital transformation and the strength-
ening a technological foundation for the Company
(»P.36.)

At the same time, we have established a new
Group Materiality 2025-2030, which identifies sustain-
ability issues that must be addressed by 2030 and sets
specific targets, as part of our efforts to integrate sus-
tainability activities into our business activities (value
provision) and put our Brand Promise of “Creating val-
ue that resonates with the senses and building a future
where all people can live enriched lives” into practice
(»P.32.) Based on this, we will engage in sustainability
activities throughout the entire Group and collaborate
with partners and communities to implement various
measures aimed at creating a sustainable society.

Our policies and guidelines are posted on our website under
[Sustainability > Related Policies and Guidelines.]

* Related policies and guidelines are written in Japanese, English, and Simplified
Chinese.

Promotion system

The Sustainability Committee is chaired by the Group's
Chief Sustainability Officer, with the Group CEO as
chief supervisor. The committee formulates plans,
implements, evaluates, and follows up on all group-
wide sustainability-related activities. The committee’s
activities are reported to management through the
Group Management Committee and the Board of Di-
rectors, with particularly important matters being de-
cided upon and supervised by the Board.

The three subcommittees of the Sustainability
Committee and the administrative departments of
each domestic Group company play a central role
in supporting the sustainability activities of the entire
Group from their various perspectives, and are work-
ing to drive activities on a global scale.

B Sustainability promotion system (FY2025)

Board of Directors ‘

Supervision Reporting and proposals

President and
Representative Director,

Group Management Committee ‘

Group CEO Reporting
Supervision
< . Depal;trﬂergs in >
q R . charge of the Group's
Sustainability Committee ° functions °
(Chair: Chief Sustainability Officer) Corpolg?\;iesii‘)lgnnlng
9 Finance & Accounting
<] Department
Compliance Subcommittee B . X
3 ESG Promotion Office
=
Risk Management Subcommittee > Cooperation
ESG Promotion Subcommittee ) X
{Operating companies)
. Business management
Manufacturing Team department

Production

Carbon Visualization Team department

Raw Materials Team Sales department

Corporate Foundation Team

(UleTiTeNlelee]le%e}
/ uonpiadood

Technical department

Activity status of the Sustainability Committee (FY2024)

In FY2024, we held three Sustainability Committee
meetings and one Sustainability Conference (group-
wide meeting) to report and discuss progress. The
Sustainability Committee also took a central role in
formulating the new Group Materiality, and is driving
activities to ensure its implementation from FY2025
onward.

B Date of Sustainability Committee meetings

Sustainability Committee meeting

IR eh AR (extraordinary meeting)

February 8, 2024 Ist Sustainability Committee meeting

2nd Sustainability Committee

April 16, 2024 meeting

Sustainability Conference

KT, 2P (group-wide meeting)

M Major activities of the three subcommittees
(Fy2024)

Confirmed company/group-wide  risks,
reviewed and considered guidelines for
responding to overseas risks, reported risk
themes in a timely manner, and organized
reporting routes for natural disasters and
other risks

Risk Management
Subcommittee

Increased knowledge and understanding
of the Code of Ethical Conduct, handled
labor cost price transfers, and increased
knowledge and understanding of the
whistleblowing system

Compliance
Subcommittee

Created a roadmap for decarbonization
(achieved at 87% of group bases (based
on CO, emissions,)) introduced a scope
calculation system, held dialogues with
suppliers toward decarbonization and
distributed questionnaires (engagement
survey)

ESG Promotion
Subcommittee
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Foundation Supporting Value Creation

Corporate Governance

Evaluation of the effectiveness of the Board of Directors

To ensure that corporate governance functions cor-
rectly, we analyze and evaluate the effectiveness of
the Board of Directors as a whole, and work to improve
it based on the issues identified.

In 2024, we conducted a questionnaire survey
of all directors, with a five-point scoring scale (mul-
tiple-choice scoring questions) and free-response
questions. As in 2023, we requested the involvement
and advice of an external organization to ensure un-

I Outline of evaluation of effectiveness

[Implementation process]

1 Conduct questionnaire

Conduct an effectiveness
evaluation questionnaire using
an external organization

outside directors

2 Conductinterviews K]

Interviews with the Chair and

biased questions and quantitative analysis of results,
including comparisons with other companies. To ac-
curately identify issues, we also conducted interviews
with the Chair of the Board of Directors and indepen-
dent outside directors to check and reaffirm their indi-
vidual awareness of issues.

Based on the results of the questionnaire and in-
terviews, the Board of Directors held discussions and
made a final assessment.

Reporting /
improvement initiatives
Analysis and evaluation of results

at Board meetings, sharing of
improvement initiatives

[Issues identified and initiatives implemented in the past two years]

Initiatives to address issues identified in the evaluation of
effectiveness in FY2022

- In light of feedback that reporting on dialogue with share-
holders and investors was insufficient, we decided to report
on dialogue with shareholders and investors to the Board of
Directors semiannually from FY2023.

- Based on feedback that details of training including execu-
tive training were unclear, we reported information on train-
ing implemented over the year to the Board of Directors.

- In view of feedback that reporting from the Advisory Commit-
tee on Appointment and Remuneration to the Board of Direc-
tors was inadequate, from FY2024, we increased the number
of meetings of the advisory committee for more in-depth
examination and also stepped up reporting to the Board of
Directors.

Initiatives to address issues identified in the evaluation of
effectiveness in FY2023

- Based on the view that the Board of Directors should be
made up of more individuals with business experience, two
individuals with expertise in management and finance were
selected as first-time outside director candidates and elect-
ed at the 187th Annual General Meeting of Shareholders held
in March 2025.

Process of evaluation of effectiveness in FY2024
(implemented from December 2024 to February 2025)

+ We prepared and implemented a questionnaire survey with the
involvement and advice of a third-party external organization.

- Based on the external organization’s aggregated question-
naire survey results, we interviewed the Chair of the Board
and independent outside directors.

- The results of the questionnaire and interviews were ana-
lyzed, discussed and evaluated at a meeting of the Board of
Directors in March 2025.

FY2024 effectiveness evaluation results and issues

« The evaluation was mostly positive, including that the Board
of Directors is becoming more effective year by year, and it
was found that the Board of Directors functions effectively
overall.

- Improvements were also confirmed in the matters pointed
out in the evaluation of effectiveness in past fiscal years.

- In the FY2024 effectiveness evaluation, a number of opera-
tional improvements to enhance discussions at meetings
of the Board of Directors were proposed|/identified. These
included clarification of discussion points based on the role
expected of Directors and enhancement of information
provision by executives. In response to such comments, the
Company will commit to creating an environment for use-
ful discussion through greater focus in FY2025 on expanding
opportunities for the exchange of opinions between Directors
and improving information sharing with outside directors.

The Board will address the issues identified in this assessment

and work to continuously improve effectiveness by reviewing

the state of improvements in the next assessment.

Facilitating animated discussion by the Board of Directors

Documents regarding agendas are distributed to
Board of Directors meeting participants in advance to
facilitate spirited discussion.

Issues discussed and deliberated at meetings of
the Board of Directors in FY2024 included matters for
resolution pursuant to laws and regulations, as well
as matters required under the Corporate Governance
Code (evaluation of effectiveness of Board of Directors,
verification of the economic rationale of cross-share-
holdings, analysis of results of voting at the Gener-

artience Group Integrated Report 2025

al Meeting of Shareholders, status of dialogue with
shareholders and investors, etc.) enactment and re-
vision of sustainability-related policies, artience2027,
Medium-term Management Plan, the fiscal year plan,
initiatives for improving capital efficiency, large in-
vestments and loans, status of activities of the Advi-
sory Committee on Appointment and Remuneration,
and initiatives for human capital, risk management
and compliance.

Attendance at major meetings, expertise and careers (skill matrix)

We define the areas where we expect the individual directors to provide helpful supervision and advice regarding
management issues. We also make sure that the Board of Directors is composed of diverse directors with abun-
dant experience and expert knowledge to enable proper deliberation and supervise the execution of business.

H Attendance at major meetings, expertise and careers (skill matrix) of Directors

Attendance rate at meetings*!

Main expertise and careers*4

Age Advisory |
Name and position Gender Audit & Committee Group Technical [ . Human S
(Nationality) | EoS8Ct | supenisory | . % | Management | CORIE | Rso ) |\ aReRl | ciobal | COSITR | Resourses /| ComRicTee]
I and ommittee roaduction Management
Remuneration -
@)
Satoru Takashima 64 (Chair) o o
President and Representative ( Male ) 100% 100% 100% o o o
Director, Group CEO Japan i (4/4) (26/26)
(17h7)
Hiroyuki Hamada
Vice P}(’esident 66 O O
In charge of Overall Male 100% 100% @) ©) @) O O
Management and Corporate (Japon) (17/h7) (26/26)
Departments
a 7 @)
I\ger;:cli(e(:tﬁg:di::rector Female 100% © © ©
(Japan) a7/17)
©)
q = 59 o
Yoshinobu Fujimoto Male 92% o o
Independent Outside Director (12/13)
(Japan) "
Teq o 65
Yukihiro quhlfg]l Male *Oa 2 o o
Independent Outside Director (JOth)
q a 58
Noriko Kosugi Fernale *Oa o o o
Independent Outside Director (JOth)
T.etsu.ckl Sato . 64 o o
Director in charge of Quality o o
Assurance, Production, Male 100% 100% O O
Environment, Sustainability, (JOth) (17h7) (26/26)
Purchasing and Logistics
@)
Masayuki Kano @) ’ O
Director 62 100% (ChOIr) 100%
Audit and Supervisory Male (3/13) 100% (20/20) @) (@]
Committee member (full- (Japan) 13/13 (10/10) 20/20
time) *2 i *2
Yutaka Yokoi
Leading Ind d i 70 o o - i
g Independent Outside o o (Chmr)
Director Male 100% 100% 100% @) O
Audit and Supervisory (JOpOﬂ) (17h7) (13/13) N
Committee member (4/4)
Keiko Kimura 65 O O o
e BN OGRS Female 100% | 100% 100% o o
ol Wapan) | (7/17) | (3/13) | (4/4)
Minoru Matsumoto 68 e) 0]
ospecemousaeiscr | walo | To0% | 100% o o
Committee rTF:embe:'v (Jcpon) (17/17) (13/13)

*] Attendance rate in 2024 *2 Appointed on March 26, 2024 *3 Appointed on March 26, 2025

*4 The above matrix does not show all the expertise or careers of each director.
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Foundation Supporting Value Creation

Corporate Governance

H Attendance at major meetings, expertise and careers (skill matrix) of Operating Officers who are members of
the Group Management Committee

Attendance rate at meetings*! Main expertise and careers*3

Age Advisory
Name and position Gender Audit & Celiities Group Technical
o i Board of a on Corporate
Nationality 5 Supervisory Management /R&D [
Directors o P Management .
Committee Committee Production

ESG [
Compliance /
Risk
Management

Human
Resources [
DE&I

Sales / Finance |
Marketing Scedl Accounting

Appointment
and

Remuneration

Toshinori Machida
Executive Operating Officer 63 O
:ntcll':urgt;e TpreChTCOI'(?;?g/) male 100% e} O
ntellectual Properties
Division Director of R&D (Jc:pcm) (26/26)
Division
Takahiro Nakamura
Executive Operating Officer in 63 O
charge of Incubation Center male %2 O O
General Manager of General (Jqpon)
Affairs Department
Takeshi Arimura
Operating Officer in charge 52 OD
of Finance, General Manager male 100% O
of Finance & Accounting (Japan) (26/26)
Department
Juniji Sekino
Operating Officer in charge 53 O
of Human Resources, General male 100% O O
Manager of Human Resources (Jqpon) (26/26)
Department
Hideki Okaichi 64 1)
Exec_\;tivet Op;erRuting Ofﬁfet'? male 96% e} O O
resident and Representative
Director of Toyocolor Co,, Ltd. (Jqpqn) (25/26)
Yasushi Ariyoshi 59 1)
Exec_:tivet Opjr:ting Ofﬁfe; male 100% O O
resident and Representative
Director of Toyochem Co,, Ltd. (Jqpqn) (26/26)
Hideki Yasuda 57 1)
Exec_:tive; Op:r:ting Ofﬁ::e; male 100% O O
resident and Representative
Director of Toyo Ink Co,, Ltd. (J(]pcln) (26/26)

*1 Attendance rate in 2024 *2 Became a member of the Group Management Committee on April 1, 2025.
*3 The above matrix does not show all the expertise or careers of each operating officer.

W Details of each skill and reason for selection

Section ‘ Reason for selection
Formulating and implementing a sustainable growth strategy in the medium to long term requires
Corporate comprehensive judgment in corporate management, and experience in business management and / or
Management organizational management were selected as necessary knowledge and skills, with no bias toward individual
expertise.
. q Sound knowledge and experience in the fields of technology, research and development, quality, and
:/Iqttr':er; relatlng ;?ggg:;;lr{ RSD / production were selected as necessary knowledge and skills to further advance and develop the technologies
Sl Lol the Group has developed and bring about various innovations.
growth of the
company

Extensive knowledge and experience in sales and marketing were selected as necessary knowledge and skills

Sales / Marketing to steadily increase sales and profits in the market and continue to achieve growth in the medium to long term.

A wide range of insights and experience relating to overseas management experience, overseas lifestyles and
Global culture, business environments, geopolitics, and regional strategies were selected as necessary knowledge
and skills in view of the Group's global business presence.

Solid knowledge and experience enabling accurate financial reporting, building a solid financial base, making
Finance / growth investments to sustainably increase corporate value, and strengthening shareholder returns were
Accounting selected as key knowledge and skills to maximize corporate value through the efficient management of the
Company’s capital.

Matters that ensure
the company's Human Resources
growth | DE&I

Human resources are the most important management resource for the Company, and experience, insight,
and expertise in the field of human resources (including HR development and D&) were selected as necessary
knowledge and skills for securing diverse human resources to support the Group's value creation.

A wide range of experience, insights, and expertise in ESG, compliance, and risk management were selected
as key knowledge and skills to implement sustainability management, achieve the asv2050/2030 sustainability
vision, and solve social issues indicated by the Group’s material issues.

ESG / Compliance /
Risk Management

artience Group Integrated Report 2025

Criteria for assessing independence of Roles and functions of outside directors
outside directors

We elect outside directors in accordance with the
“Standards Concerning the Independence of Outside
Officers” to ensure their independence.

* The details of the “Standards Concerning the Independence of Outside Offi-
cers” are stated in securities reports and corporate governance reports.

The Corporate Governance Reports are posted on our website under
[Investor Relations > IR archives > Corporate Governance Reports.]

Outside directors act as independent and objective
overseers and advisors, performing management
oversight and advisory functions to ensure sound cor-
porate governance and management of the Company.

Training of directors and operating officers

Regular training is provided to directors and operating
officers with the goal of enabling them to improve their
knowledge. In FY2024, we conducted workshops to fos-
ter a change-oriented mindset among officers (par-
ticipants: directors, operating officers,) governance
training (participants: newly appointed operating of-
ficers, newly appointed overseas expatriates assigned
to top-level management positions,) training to deep-
en understanding of women's advancement “Semi-
nar on PMS and Menstrual Disorders” and “Seminar to

Promote Understanding of Infertility Treatment” (par-
ticipants: operating officers, department heads,) and
generative Al training (participants: directors, operat-
ing officers.)

Through systematic training, we provide oppor-
tunities for officers to acquire the experience and
knowledge necessary for senior management, and to
strengthen the skills required to formulate and execute
sustainable growth strategies with a broad perspec-
tive over the medium to long term.

Succession planning plan for chief executive officers, etc.

As part of our succession planning, which includes
succession planning for the position of CEO, we have
established Future Discussion Task Force (participants:
department heads) and Training for Next-Generation
Leaders (participants: production section managers)
programs headed and participated by the president
to discover and develop the next generation of man-
agement personnel. These programs are part of our

efforts to develop future candidates for senior man-
agement.

The Advisory Committee on Appointment and Re-
muneration reviews the status of these initiatives, dis-
cusses training measures, conducts interviews with
candidates as appropriate, and reports to the Board
of Directors.

Appointment and dismissal of senior management and nomination of

director candidates

When a candidate for Director is nominated, the exec-
utors in charge select candidates by comprehensive
judgement based on the Group's director nomination
standards. The result of the selection is discussed by
the Advisory Committee on Nomination and Remu-
neration, before a final decision is reached through
deliberation and a resolution at a meeting of the Board
of Directors. Candidates for Directors who are Audit &
Supervisory Committee members are determined by
deliberation and resolution of the Board of Directors

after the consent of the Audit & Supervisory Commit-
tee has been obtained with regard to the submission
of a motion for selection to the shareholder’s meeting.

The dismissal of senior management members is
advised by the Advisory Committee, pursuant to the
dismissal criteria stipulated in the Disciplinary Regu-
lations for Directors. The criteria for nominating candi-
dates for CEO and Director positions are described in
the Corporate Governance Report.
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Foundation Supporting Value Creation

Corporate Governance

Supporting system for outside directors

In order to deepen their understanding of the Group's
management strategies and the content and status
of the Group's business activities, outside directors are
given opportunities to learn about the Company at
Sustainability Conference (held once a year,) training
for officers and managers, factory tours and roundta-
ble-discussion with employees as well as at the time
of their appointment (by visiting business sites and re-
ceiving explanations from officers in charge.)

There is a structure in place to enable outside di-
rectors to keep up to date with the Company’s op-
erations by distributing materials relating to issues

submitted for discussion by the Board of Directors to
outside directors in advance and creating opportu-
nities to explain them. Important matters from Man-
agement Committee meetings, including meetings of
the Board of Directors, are communicated to outside
directors by enabling them to view important docu-
ments and receive reports given at Board of Directors
meetings, regardless of whether or not they attended
the relevant meeting. In 2024, we improved meeting
processes by significantly increasing the amount of
time allocated for adjustments and preliminary expla-
nations, to enable more in-depth discussions.

Status of shareholdings

[standards and approach to the classification of
investment shares]

The Company classifies investment shares into those
held for pure investment purposes (shares held for the
purpose of earning profits from fluctuations in market
value, or from dividends) and those held for purposes
other than pure investment.

[Investment shares held for purposes of pure
investment]

As part of its management strategy, including busi-
ness alliances, maintaining and strengthening busi-
ness relationships, and stable procurement of raw
materials, the Company holds shares in companies
that it deems necessary, as a matter of policy.

Every year, the Board of Directors examines the
economic rationality of each individual shareholding
from a medium- to long-term perspective, and sells
those shares that have lost their significance as share-
holdings. As a result of these validations, the Board of
Directors resolved, at a meeting in August 2024, that
when selling individual stocks contributes to improv-
ing the capital efficiency of the Group, even when the
significance of shareholdings is not judged to have di-
minished, we will still proceed with selling them after
careful dialogue with the issuing company.

The Company sold 13.1 billion JPY in stocks during
the period of the previous medium-term management
plan (FY2021 to FY2023) and plans to sell more than 20.0
billion JPY in stocks during the period of the current me-
dium-term management plan (FY2024 to FY2026.)

Voting rights in relation to listed share held are ex-
ercised in an appropriate manner on a case-by-case
basis, taking into account whether or not the relevant
proposal will help enhance the corporate value of the is-
suing company over the medium to long term, whether
or not it will contribute to the profits of all shareholders,
including us, and the qualitative and overall impact it will
have on the Group in terms of their management and
businesses. Where an issuing company has special cir-
cumstances, such as significant damage to its corpo-
rate value or a serious violation of laws, regulations, or
other rules, or where there is a concern that an issuing
company may damage the corporate value of us as its
shareholder, we will determine the actions to be taken
carefully by collecting sufficient information through di-
alogue with the issuing company and other means.

M Listed shares held by the Company in monetary
terms (book value basis)

(billion JPY)

40—

33.6 334
30— 29.6 285

23.3

20—
10—

2020 2021 2022 2023 2024 (Fv)
Number
of 60 | s3 | 4 | 38 | 36 |
stocks

held

Remuneration system for officers

We understand that the remuneration system for offi-
cers is an important matter in corporate governance.
We have established a system based on the following

Policies on the remuneration of officers

basic policy, operated from an objective perspective
by the Advisory Committee on Appointment and Re-
muneration.

1. Remuneration should be at a level that reflects economic conditions and corporate performance.
2. It should be at a level that enables the Company to attract and retain talent to increase its corporate value.
3. The remuneration system should embody the Company’s Corporate Policy, reflect its medium- and long-term management strategies

and strongly inspire sustainable growth.

4. Remuneration should adopt the performance-linked system and inspire the achievement of the disclosed performance forecasts.
5. It should be designed to be fair and rational from a perspective of accountability to the stakeholders. It should be determined through

an appropriate process that increases fairness and transparency.

artience Group Integrated Report 2025

Process for determining remuneration for officers

In the past, when determining remuneration for direc-
tors, the Advisory Committee on Nomination and Re-
muneration deliberated and reported on the evaluation
process and evaluation results, followed by a resolu-
tion of the Board of Directors. At a Board of Directors’
meeting held on March 26, 2025, the Board resolved
to delegate authority for determining compensation
for individual directors (excluding Audit & Supervisory
Committee members) to the Advisory Committee, ef-
fective as of that date. Delegating this authority to the
Advisory Committee—which is made up of a majority
of independent outside directors—has increased the
fairness, transparency and objectivity of procedures for
determining the amount of remuneration for individual
directors (sum total of the amounts of basic compen-
sation and performance-linked compensation.)

In addition, in the future officer compensation system,
we are considering increasing the ratio of restricted stock
compensation aimed at improving medium- to long-
term corporate value, and introducing ROE as a new per-
formance evaluation indicator for performance-linked
compensation, with an emphasis on capital efficiency.

[Overview of officer remuneration]
From the perspective of ensuring transparency and
focusing on performance, remuneration for directors
(excluding outside directors and directors who are
members of the Audit and Supervisory Committee)
consists of basic compensation, performance-linked
compensation, and transfer-restricted stock compen-
sation. At the Annual General Meeting of Shareholders
held on March 23, 2022, it was resolved that the total
amount of remuneration, etc. for directors (exclud-
ing Directors who are Audit & Supervisory Committee
Members) shall be within 500 million JPY annually (up
to 100 million JPY of which shall be paid to outside di-
rectors,) and that the total amount of remuneration
for directors who are Audit & Supervisory Committee
Members shall be within 100 million JPY annually.

The aggregate amount of monetary compensa-
tion claims to be provided as transfer-restricted stock
compensation to directors (excluding directors who

I Percentage composition of remuneration*

Long-term incentive
Transfer-restricted stock-based
compensation

5%

Short-term incentive

Performance-based compensation
(variable compensation)

35%

Basic compensation
(fixed compensation)

65%

*In the case of directors (excluding outside directors and directors who are the
members of the Audit & Supervisory Committee)

are Audit & Supervisory Committee Members and out-
side directors) is set at up to 100 million JPY annually,
outside the framework of the maximum of 500 million
annually for monetary compensation.
« Basic remuneration is fixed monetary remuneration
paid monthly, based on a director’s post.
 Performance-based compensation is designed to
reflect the evaluation of consolidated financial re-
sults and takes the form of monthly compensation
paid as a short-term incentive. Only directors who
are not Audit and Supervisory Committee members
are eligible to receive this compensation.
Transfer-restricted stock-based compensation is a
long-term incentive paid to inside directors who are
not Audit and Supervisory Committee members, with
the aims of sharing the benefits and risks of fluctu-
ations in share prices with shareholders, improving
the Company’s results over the medium to long term
based on a healthy entrepreneurship, and increas-
ing directors’ enthusiasm for and contribution to en-
hancing corporate value.

Remuneration for outside directors who are mem-
bers of the Audit and Supervisory Committee is limited
to only basic compensation up to a maximum amount
of 100 million JPY per year, in light of their duties and
roles of supervising and auditing the execution of
business.

H Total amounts of remuneration, etc. by directors (FY2024)

Total amount of remuneration, etc. by type

million JPY
Total amount of _ Number of eligible
Position remuneration, etc. Basic Perfgr;\:gce Transfer- persons
(million JPY) compensation | o on restricted (persons)
((PC! (vrc)xriqble stock-based
compensation) compensation) compensation

Directors
(excluding directors who are members of 300 203 86 10 8
the Audit & Supervisory Committee) (37) (37) (=) (=) (4)
(outside directors)
Directors
(members of the Audit and Supervisory (gg) (gg) - - (g)
Committee) (outside directors)
Total 356 259 86 10 13 in total
(outside directors) (68) (68) (=) (=) (7 in total)

*The number of people and the amounts of compensation above include the one director who resigned at the closing of the Annual General Meeting of Shareholders

held on March 26, 2024.
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Risk Management

Basic approach

The artience Group recognizes that identifying risks
that may affect business continuity and addressing
these risks promptly and appropriately to minimize
the impact of the risks is an important task. In addi-
tion to the Basic Policy on Risk Management (revised
on January 1, 2024) and the Basic Policy on Develop-
ment of Internal Control System (also revised on Jan-
uary 1, 2024,) the Risk Management Subcommittee has
established the Risk Management Action Policy as its
policy, and is implementing initiatives while continu-
ously reviewing risks and making improvements.

The Basic Policy on Risk Management, the Basic Policy on Development
of Internal Control System, and the Risk Management Action Policy are

posted on our website under
[sustainability > Governance > Risk Management.]

Risk management system

The Risk Management Subcommittee, whose secre-
tariat is the General Affairs Department, exhaustively

WEB

partment based on the frequency of occurrence and
severity, and creates and shares a risk map. The com-
mittee checks the progress and level of achievement
of activities for the mitigation of serious risks. It reports
the group-wide risks, which need to be addressed
by the Group as a whole, to the Group Management
Committee and the Board of Directors. If a new prob-
lem arises that could develop into a serious risk, we re-
port to the Board of Directors and establish an emer-
gency headquarters to address the risk.

Risk management process

Leveraging the risk management system, we review
risks and implement a PDCA cycle to improve the
quality of activities.

Risk Management
Subcommittee
- Develop activity plans for

Carry out the activity plans
for fiscal years
- Report and share information

Selection of material risks

The Risk Management Subcommittee assesses and
reviews the risks of each company and department
based on the probability of occurrence and severi-
ty and shares a risk map with the whole Group. For
themes among the anticipated material risks that are
considered to have a high degree of impact on busi-
ness continuity, the relevant departments systemat-

M Evaluation criteria for frequency of occurrence

ically implement measures and report their progress
to the Group Management Committee and the Board
of Directors. By monitoring material risks at the senior
management level, we conduct risk management ac-
tivities based on a group-wide perspective and man-
agement perspective of risk awareness.

Almost certain possibility of occurrence

4 )
(once to several times a year)

Able to predict possibility of occurrence
(once every 10 to 50 years)

3 Possibility of occurrence
(once every few years or once every 10 years)

Occurs only under exceptional circumstances
(once every 50 or more years, or long term)

B Evaluation criteria for seriousness

Personal damages ‘ Financial damages ‘

Reputation

- Long-term major coverage in mass media and social media

. . _ fiscal years about material risks . Damage of )
qnd comprehenswely mdnages the_ I’ISk_S of the en - Prevent risks from materializing -Implement risk management 4 Fatal accidents over Sgbillion JPY (negotlve covercge)
tire Group under the operating officer in charge of and develop and discuss activities - Significant loss of confidence among business partners and consumers

risk management (the Chair of the Risk Management

measures to

- Hold Compliance

km Month and

subcommittee.) Each company and department of rek-related - ol e - Temporary major coverage in mass media and social media

the Group are working to identify risks that are hidden damage PDCA Security Month 3 Many injured bamage of (negative coverage)

. P . 9 . Y. . . over 1 billion JPY - Loss of confidence among multiple business partners and consumers
in the changes in the social environment and in dai- cycle (5 years or more to recover trust)

ly operations to assess and study them, prevent risks
from materializing and carry out measures to reduce
risk-related damage. The Risk Management Subcom-
mittee assesses the risks of each company and de-

M Risk management system (FY2025)

’ Board of Directors ‘

Supervision Reporting / proposals

’ President and Representative

Group Management ‘

. N — A - Share risk analyses ights, misappropriation and leakage of
roup-wide meetin o i)y NI lelErlTeL 9
Director, Group CEO Committee (Ig/alugte g re%)orts - Select (draft of) material risks confidential information
. . ) « Violation of the Antimonopoly Act
Supervision Reporting on the progress of the + Bad reputation in decling%vit»t/w the media

\ 4
Group
Management m \ Check
Committee / \
Board of Directors
- Determine the high priority
risks that should be addressed
and action targets and
prepare the management
resources required
- Evaluate the effectiveness of
the risk management system

Analyze risks

- Group functional divisions and
Group companies in Japan
and overseas separately
conduct activities

Risk Management
Subcommittee

- Report activities taken during
individual fiscal years

Sustainability Committee /
Sustainability Conference

Injuries requiring
hospitalization

Damage of
100 million JPY

- Slight coverage in mass media and social media
- Loss of confidence among some business partners and consumers
(2-3 years or more to recover trust)

Damages of
less than 100
million JPY

1 Light wounds

- Resolved by daily management

B Map of material risks

- Infringement of intellectual property
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activities in fiscal years
- Share and check risks

Major activities in FY2024

- Fire and chemical leakage accidents
« Human rights violations and complicity in
violations

p1pQ a1pJodioD

Sustainability Committee

- Infectious diseases

+ Quality fraud and defects

» Raw material procurement

« Impairment of fixed assets

« Natural disasters in Japan
and overseas

- Inappropriate accounting by
overseas subsidiaries

- Inadequate response to PRTR and Foreign
Exchange Law amendments
- Cyber security incidents

- High inflation and currency
depreciation

- Climate change

- Tighter environmental regulations

Risk Management Subcommittee
Secretariat: General Affairs Group of General Affairs Department

Supervising

ﬁsgfyéggg;ﬁ 23&‘322%9 and controlling '(fgeogf;g% In FY2024, we conducted a risk assessment from the . Geopolitical fisks
and evaluating and reporting ;e;gfggggg and risks and group-wide perspective and checked important risks

its performance risks urgent risks)

restoration work

throughout the Group. We also (1) shared the latest
incident status using CSIRT, (2) checked the status
of responses to quality fraud and quality defect risks,
and (3) checked the status of responses to legal risks
and shared information. In terms of educational and
awareness-raising activities, we (1) conducted safe
driving seminars for drivers and managers of all com-
pany vehicles at all locations in Japan, (2) provided
safety education on preventing back injuries and elec-
trical fires at production sites, including temporary dis-
patch staff and part-time employees, using e-learn-
ing (held twice, with approximately 2,000 participants
each time,) and (3) created quality check sheets for
each business to stabilize quality and reduce risks
throughout the entire Group, and rolled them out to
overseas locations.

Departments of artience Co., Ltd. in charge of « Generation of bad debts

Group administration and the departments in charge of
the Group's functions
General Affairs Department (General Affairs Group, Legal Group,)
Corporate Planning Division, Finance & Accounting Department, Corporate
Communication Department, Group Purchasing Department, Information
System Department, Internal Audit Department, R&D Division, Intellectual
Property Department, Production Planning Office, ESG Promotion Office, etc.

» Workplace accidents

- Tax risks such as transfer
pricing

- Securing human resources

« Loss of human resources

Group companies in Japan and overseas

JIoWS é——— oabBpwpp Jo ssausnoles ——> abip]

* Excerpts and additions from P.69 Sustainability promotion system (FY2025)

Low € Frequency of occurrence > High
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Foundation Supporting Value Creation

Risk Management

Responses to material risks (FY2024)

-High inflation and  ««eeeeeeeeeeeeeeeeen Mitigated impact of environmental changes through cash flow management
currency depreciation and CCC reduction.

- Climate change [ tighter ===+ Formulated a roadmap for reducing CO2 emissions. Calculated group-wide
environmental regulations global Scope 3 emissions.

- Raw material procurement ... Reviewed raw material lists and supplier evaluation sheets relating to risk con-
cerns, formulated purchasing strategies in response to demand fluctuations,
and implemented flexible price revisions.

- Quality fraud and defects *=**** Rolled out quality trouble sheets both in Japan and overseas, and
implemented quality education and preventive measures.
- Natural disasters in ««ceocceeeeeeeeen Reviewed disaster response manuals and communication methods during

Japan and overseas times of disaster, and promoted business continuity through training drills.

S8SU8S 8Y] Y1IM S810U0say

Typical business risks

Representative risks that management recognizes
could have a significant impact on the financial posi-
tion, operating results and cash flows of the Group are

as follows. In FY2024, there was no new risk of a signifi-
cant adverse impact on the Group.

B Typical business risks

Category Typical risks concerning the entire Group

<
a
c
o
0
0
o
Q
=
o
3

- Changes in laws and regulations, and changes in tax systems that could have adverse effects
- The adverse effect of inadequate social common capital on corporate activities

- Unfavorable political factors

- Social turmoil caused by terrorism or war

- Unexpected rapid change in the work environment

(1) Risks related to overseas
operations

(2) Risks related to system fault,
information leakage, loss, and
damage

(3) Risks related to quality and
product liability

- Suspension of operations due to system failure
- Occurrence of the leak, loss, or damage of information due to malware attacks, including ransomware

- Accidents or complaints caused by the quality of products
- The 2024 Problems in Logistics

- Difficulties in procuring raw materials, hindrance to production activities, stagnation of global
consumer activities and stagnation of logistics functions in the supply chain, etc, due to natural
disasters, such as major earthquakes, heavy rain and epidemics in Japan and other countries

- The increase of prices and supply shortages due to the fluctuation of market conditions, natural
(5) Risks related to the sourcing of disasters, accidents, government policies, and other issues

raw materials - Compensation for damages due to the delayed or suspended supply of raw materials from suppliers
and the resulting failure to supply products to customers

(4) Risks related to natural
disasters and epidemics

(6) Risks related to exchange rate

EGEREnE - Dramattic fluctuations in exchange rates

- Changes to legal restrictions in Japan and overseas and the resulting changes in markets
- Litigation or other legal procedures that seriously affect the Group's businesses, including litigation
related to environmental issues, product liability, and patent infringement

- Changes to environmental laws and regulations in Japan and overseas and the resulting changes
in markets

(8) Risks of environmental burdens | - Increased expenses caused by delays in taking measures to reduce environmental impact

- Additional investment and changes in business portfolio in response to social environmental
requirements (such as the shift away from plastics and the carbon neutrality, etc.)

-Changes to climate change-related laws and regulations in Japan and other countries and the
(9) Risks related to climate resulting changes in markets

changes -Increase in costs due to delays in responding to social demands, such as the reduction of CO»
emissions

(10)Risks related to common debt - Difficulty in collecting of trade receivables and other claims due to the worsening of customers’
collection financial conditions

(7) Risks related to general legal
restrictions

(1) Risks relating to impairment

-Impairment | n non-current t to chan in nomi nditions, etc.
(eEE8 Gl e T GRS pairment losses on non-current assets due to changes in economic conditions, etc

(12) Risks related to human

resource - Labor shortage due to changes in social environment

- Impairment of social trust and suspension of transactions due to human rights issues

(13)Risks related human rights - Lawsuits and conflicts due to human rights issues

* Details of business risks are shown in the securities reports.
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Internal controls

[Status of internal control systems]

At the artience Group, we recognize that the improve-
ment and utilization of the internal controls system is
an important management issue. The Board of Direc-
tors has formulated the “Basic Policy on the Internal
Controls System” (revised on January 2024,) and we
strive to put in place the implementation systems and
monitoring systems needed to ensure that we carry
out our business activities in an appropriate manner.

For information about the Basic Policy on Development of Internal
Control System, visit our website and click on
[sustainability > Governance > Risk Management.]

[Internal audit initiatives]

The Group's Internal Audit Department conducts inter-
nal audits to establish a sound foundation for business
activities, from the perspectives of legality, appropri-
ateness, effectiveness of business activities, efficien-
cy, and risk management. It also provides advice and
recommendations for improvement to the audited
departments, and follows up on the progress of im-
provements.

The Group’s internal audits are broadly divided
into audits of the state of development and opera-
tion of internal controls related to financial reporting
(J-sOX audits) and audits of the state of compliance
and risk management initiatives based on instructions
from management and requests from the risk man-
agement department (business audits.) The Internal
Audit Department reports the results of internal audits
directly to the President and Representative Director,
the director in charge of internal control, the Board
of Directors and the Audit & Supervisory Committee,
and shares information with operating officers and
department heads. Audit and Supervisory Committee
members and accounting auditors also meet regular-
ly to share information and exchange opinions on au-
dit policies, targets, and audit results, etc,, in an effort
to improve the efficiency and effectiveness of audits.

In FY2024, we conducted internal audits at 12
Group companies (42 departments) in Japan and 26
Group companies overseas.

Information security

[Basic approach]

Information security measures are becoming more
important with each year. It is important to work out
policies and measures to address diversifying risks, in-
cluding infections with viruses, unauthorized access to
systems, leaks of personal information, and cyber at-
tacks, to prevent risk materialization and minimize the
effects of incidents if they occur. The artience Group
has established the Basic Policy on Information Se-
curity (established on May 10, 2024,) the Information
Protection Management Regulations and Information
System Management Regulations and has imple-
mented technological and physical preventive mea-
sures using information technology, information se-

curity education, and incident response trainings. The
Group works to maintain and enhance appropriate in-
formation management and information security.

Policies on Information Security Activities
in FY2024

Improve information security awareness and countermea-

sures based on IT and data utilization, and strengthen incident

response capabilities against increasingly sophisticated cy-

ber attacks

(1) Continuing education for employees to achieve both data
utilization and information security

(2) strengthen information security measures across the en-
tire Group, including overseas

(3) Enhance the effectiveness of artience-CSIRT* in response

to cyber incidents
* Abbreviation for Cyber Security Incident Response Team

The Basic Policy on Information Security is posted on our website under

WEB
[Sustainability > Governance > Risk Management. |

[Promotion system]

The Information System Department takes a leading
role in initiatives in information security and address-
ing risk cooperating with the General Affairs Depart-
ment and Corporate Communication Department. We
have established the Information Security Contact Of-
fice, a point of contact that receives consultation and
reports from employees.

In the event of an incident, we will launch the
artience Group Cyber Security Incident Response
Team (artience-CSIRT) in accordance with the ar-
tience-CSIRT Setup Guidelines. The team will deliver
reports to the Risk Management Subcommittee, to the
Sustainability Committee and to management and
carry out response actions for the purpose of minimiz-
ing its impacts. The Information System Department
will serve as an administrative office for the team.

[Major activities in FY2024]

In 2024, We are working to improve information secu-
rity awareness by offering a range of education and
conducting awareness-raising activities. They include
the Information Security Months (in September and
October) in the overall Group including its overseas
sites, alerts and information distribution on data se-
curity with the use of our internal portal, education for
new employees and training for representatives at
overseas affiliates and an [T literacy test.

We also conduct targeted e-mail drills every
year to combat information security risks caused by
cyber attacks, which leads to improvements in the
information security awareness of each and every
employee (conducted on November 19 in FY2024.) In
addition, we conducted incident response training for
artience-CSIRT to confirm response procedures in the
event of a cyber incident.

At overseas Group companies, we assessed the
state of security measures to understand their current
status, performed vulnerability assessments, and in-
structed and guided companies to respond quickly to
known vulnerabilities.

artience Group Integrated Report 2025
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Foundation Supporting Value Creation

Risk Management

[Information security incidents]

In FY2024, there was no occurrence of a material in-
formation security incident, such as leaks of personal
information.

[Protection of personal information]

The artience Group recognizes the importance of
protecting personal information, and making efforts
to property handle and protect personal information
while complying with laws and regulations regard-
ing the handling of personal information. In addition
to enacting the “Privacy Policy,” we established “Per-
sonal Information Management Regulations” and
appointed personal information managers to each
department. A personal information ledger is used to
properly manage information as part of our efforts to
maintain customer confidence. We are also proceed-
ing with initiatives based on the laws and regulations
of each country, such as compliance with the EU Gen-
eral Data Protection Regulation (GDPR) that came into
effect in the EU in May 2018.

The Privacy Policy (Policy on Personal Information Protection) is

posted on our website under [Sustainobility > Related Policies and
Guidelines.]

WEB

M Security incident response structure (FY2025)

‘ Management ‘

Supervision Reporting

Sustainability Committee
Risk Management
Subcommittee

Instructions / Reporting /
cooperation cooperation

[artience—CSIRT]

Leader | Information
: System CSIRT leader
Secretariat
Department

ST KT Tell 8l Toyo Management

team Service Co., Ltd. Incident response

General Affairs

Public relations Department Internal reporting
and customer Corporate
service team Communication External reporting
Department

[cyber security measures]

The Group needs to build up its organizational capac-
ity to respond to unexpected cyber incidents in accor-
dance with its Basic Policy on Risk Management. For
this purpose, we set up the artience-CSIRT as an orga-
nization for system BCP aimed at minimizing damage
caused by an incident and at maintaining business
continuity. We have developed the Risk Management
Implementation Rules, the Emergency Response Rules,
the Information System Disaster Control Measures
Guidelines and other rules and response procedures
for responding to, and recovering from, incidents.
Additionally, we have developed the artience-CSIRT
Setup Guidelines and the Cyber Incident Response
Manual and strive to make them known to internal
personnel.

Action Principles against Cyber Incidents
1. Take consistent actions to reduce and eliminate damage to
information as important assets.

2. Always put customers first and serve them swiftly and
sincerely.

3.Pay attention to maintaining and improving the brand
image without yielding to cyber attack.

Outside
organizations

CSIRT Secretariat
(Information Security Customers
Office) )
Suppliers

Related industry

Information P
. sharing organizations
Research [ analysis collocton
Related ministries and
agencies
Police agency
Cegdijaction Tokyo Stock Exchange
Customer service Lawyers

Insurance companies
System company

Information sharing / direction /
general management of collaboration

Departments of the holding company, group affiliate companies in Japan and overseas

artience Group Integrated Report 2025

Business Continuity Management (BCM)

[Basic approach]

The artience Group implements risk response mea-
sures for Business Continuity Management (BCM) tar-
geting risks that have the potential to be an obstacle
to business continuity, including natural disasters such
as earthquakes, typhoons and floods, etc,, infectious
diseases pandemics, accidents such as explosions,
fires or leaks taking place at factories, and cyber at-
tacks, etc. Recognizing the importance of ensuring
smooth recovery, and of the establishment of the
product supply systems, in the event of an accident ei-
ther at a artience facility or at another chemical man-
ufacturer, the artience Group has continued to imple-
ment BCM measures.

Basic policy on disaster countermeasures

. Ensuring the safety of personnel
(ensuring the safety of employees and visitors)
2. Preservation of assets (mitigation of damage to company
assets such as buildings, equipment, products, and
important documents?

3. Secondary disaster prevention (prevention of collapses of
buildings, structures, and hazardous materials, etc., and
prevention of secondary disasters such as fires)

4. Contribution to surrounding communities (participation
in relief activities of local residents and actions in
coordination with surrounding communities)

5. Business continuity (early-stage restoration of head office
and site functions to ensure business continuity)

[Establishment of emergency procedures]
We operate our safety confirmation system to verify
the safety of all employees in the event of a major di-
saster and respond promptly to the disaster in accor-
dance with the damage. This system automatically
identifies employees in affected areas based on the
intensity of the earthquake and the range of the af-
fected areas and provides necessary information by
receiving the latest disaster information. In addition,
we conduct disaster drills and similar events every
year at our major business locations, and an emer-
gency contact network for prompt reporting, as well as
satellite phones and disaster transceivers (installed at
major bases in Japan) are in place.

In addition, we have launched the artience-CSIRT*
as a team for system BCP measures aimed at cyber
security control.

* For the artience-CSIRT, see Cyber security measures on page 80.

[Making facilities more earthquake-resistant]

At the artience Group, we formulated the Rules on the
Response to Measures against Earthquakes (Prevention
of Collapses, Leaks, Fires, and Falling Objects) based on
the results of the post-quake safety audits carried out
after the Great East Japan Earthquake. These rules show
specific measures for preventing falling objects, leaks,
and fires by assuming a seismic intensity of upper 6 on
the Japan Meteorological Agency (JMA) scale. At our
business establishments in Japan, we promote mea-

sures including seismic analysis, reinforcement of build-
ings, demolition of aging buildings, fixing equipment,
and introduction of earthquake-resistant equipment.

[Response to climate disasters]
The artience Group supports the Task Force on Cli-
mate-Related Financial Disclosures (TCFD.) With business
continuity plans (BCPs) at individual sites in Japan and
overseas, we develop operation manuals in the event of
disaster and implement disaster control measures.
Specifically, we adopted an emergency structure
and response procedures to be used when the water
level reaches a dangerous level in preparation for riv-
er overflows and flooding following heavy rainfall or ty-
phoons. We also installed water stop panels and water-
proof walls at production sites, and carried out actions
based on past experiences, such as relocating electrical
equipment to elevated locations, installing sandbags
and turning procedures for breaking electric circuits into
plans. We use Aqueduct Water Risk Atlas to assess water
risks at different sites in Japan and overseas and to iden-
tify risks so that the findings will be used for measures.

* For information disclosures in accordance with the TCFD recommendations,
see pages 83 to 85.

[stable procurement of raw materials]

Since the Great East Japan Earthquake, we have been
promoting the replacement of major limited-source
materials (monopoly raw materials) with widely-avail-
able ones and the procurement of such materials
from multiple sources. At the same time, we have been
engaged in activities to prevent the occurrence of lim-
ited-source materials, which begin at the product de-
sign phase, so as to ensure the stable procurement of
raw materials.

[Establishment of a backup production system]

In response to maijor disasters and supply chain fail-
ures, we have established a backup production sys-
tem for all of our domestic and overseas manufac-
turing facilities, created a system to prevent extensive
damage to our business, and completed a backup
production manual. Aiming for early recovery from an
incident, we have clarified an action plan needed for a
backup production system to be applied in the event
of a one- to two-month shutdown. We are also estab-
lishing a system for backup production in cooperation
with other companies in an emergency.

[Extension of BCM to cover overseas business locations]
As part of its efforts to standardize business processes
useful to the operation of its bases, the Group publishes
the “Guidelines for Overseas Risk Responses,” and the
“Risk Management of the artience Group” textbook
for overseas companies. The textbook is written in both
Japanese and English, and the Guidelines are available
in Japanese, English, and Chinese language versions.
To ensure that the important business processes that
we have identified are not interrupted even in the event
of serious damage caused by natural disasters or other
disasters, we are working to create BCM basic policies
and establish systems for in the event of a disaster, to
restore them within the target recovery time.
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(]
Compliance

Basic approach

Compliance activities of the artience Group are based
on the belief that it is important that every single em-
ployee should be aware of compliance. We discuss
compliance in daily operations, aiming to steadily in-
still within the Group an awareness of the importance
of compliance with laws and regulations.

In line with the change of our company name
and partial revision of our philosophy in January 2024,
we have reviewed our sustainability-related policies
and guidelines. We revised our CSR Charter, revising
it as the Sustainability Charter, and reorganized and
revised the Code of Business Ethics, which had pre-
viously been used as an explanatory material in our
compliance activities, as the Code of Ethical Conduct.
We also established a new Basic Policy on Compliance
(enacted on May 10, 2024.)

The Sustainability Charter, the Code of Ethical Conduct, and the Basic
Policy on Compliance are posted on our website under
[sustainability > Related Policies and Guidelines.]

Compliance system

We are planning compliance measures, disseminating
the way of thinking about compliance and providing
education on regulations throughout the Group, with
the leading role played by the Compliance Subcom-
mittee under the Sustainability Committee. We are
also proactive in creating opportunities to deepen our
awareness of compliance related to daily operations,
with the central role played by compliance leaders in
each operation site.

B Compliance system (FY2025)

’ Board of Directors ‘

Supervision Reporting / proposals

Group Management

President and Representative
Committee

Director, Group CEO

Supervision Reporting

Secretariat of Compliance Subcommittee

Legal Group of

General Affairs
Department

Sustainability
Committee

Compliance
Committee

Compliance Leader

Compliance Office
(Internal / External Hotline)
Consultation desk established

(When a report is received
Responds appropriately

(As appropriate)
Reporting possible
Control / management

Group companies in Japan and overseas

* Excerpts and additions from P.69 Sustainability promotion system (FY2025)
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Whistleblowing system

We have established internal [/ external Compliance
Office as a consultation desk for compliance. We have
also established the "Operating Regulations of Com-
pliance Office” to ensure fair and proper operation of
the Office. Consultations and reports mainly cover vi-
olations of laws and regulations (including corruption
such as bribery and violations of the Antimonopoly
Act) and violations of internal rules.

We investigate the fact based on consultation, and
take measures immediately if there is any concern of
problem occurrence. In addition, we give maximum
consideration to protection and confidentiality of whis-
tleblowers. In FY2024, there were seven consultations /
reports regarding harassment and violations of internal
regulations, but none of them posed a serious risk.

Major activities in FY2024

« Compliance meetings in each site

(from April to June)

We held meetings at numerous locations in Japan
(3,315 participants,) using materials that are used
Group-wide, to promote the identification of new
compliance issues and the formulation and imple-
mentation of solutions.

Compliance Improvement Month held in October
We held meetings at each operation site (3,375 par-
ticipants.) We confirmed and studied response sta-
tus of the issues identified at each site, as well as any
newly occurred risks. In addition, we sent the compli-
ance materials, which are translated into local lan-
guages, to all representatives at overseas dffiliates,
and requested that they hold compliance meetings
including local staff, and strengthen their awareness
of compliance.

Compliance education

Compliance seminar for new employees

(held once a year)

Advance training for overseas assignments

(held twice a year)

Antimonopoly Act seminar

(13 sessions, 313 participants)

Subcontracting Act seminar

(23 sessions, 379 participants)

Compliance auditing, with the goal of creating

an organization with integrity

In FY2024, we conducted a questionnaire survey of
all Group companies regarding their responses to
guidelines on price negotiations for the appropriate
transfer of labor costs, as being promoted by the Fair
Trade Commission and other organizations. As a re-
sult, we found no illegal transactions.

Response to overseas legal risks

We also established external hotlines for overseas
sites to facilitate whistleblowing and informed over-
seas representatives and local staff of these hotlines.
Further, in China, we check the status of operations in
the country every six months based on the “Bribery
Prevention Regulations.”

Addressing Climate Change
— Information Disclosure Based on
the TCFD Recommendations

The artience Group understands that responding to climate change is a material management issue with
a huge impact on business activities. In November 2020, we expressed support for the Task Force on Cli-
mate-related Financial Disclosures (TCFD.) Currently, we conduct activities for addressing climate change
such as reducing CO2 emissions towards carbon neutrality in 2050 in accordance with our Sustainability
Vision “asv2050/2030.” We also disclose information in accordance with the TCFD recommendations.

This content omits some of our Group's information disclosure based on the TCFD recommendations.

The full document is put on our website under

[Sustainability > Environment > Response to Climate Change > Information Disclosure Based on TCFD Recommendations.]

https://www.artiencegroup.com/en/corporate/sustainability/environment/climate-change/tcfd/

Governance

The Sustainability Committee, which oversees the
sustainability activities of the entire artience Group
including climate change and promotes them across
the organization, is supervised by the Board of Direc-
tors via the President and Representative Director.
Important issues are discussed and resolved by the
Group Executive Committee, and then reported to the
Board of Directors for approval.

The President and Representative Director over-
sees the Sustainability Committee as the chief super-
visor for the Group's response to climate change, tak-
ing ultimate responsibility for management decisions
relating to the group-wide sustainability activities, and
appointing a Chief Sustainability Officer as the execu-
tive officer in charge of sustainability activities.

Subordinate to this committee, the ESG Promotion
Subcommittee plans and implements specific activi-
ties relating to the group-wide sustainability, including
the response to climate change. We are also enhanc-
ing the effectiveness of our climate change response
activities by collaborating and cooperating with prac-
tical organizations such as the ESG Promotion Office,
Group functional departments, and departments at
each operating company.

B System for addressing climate change (FY2025)

Board of Directors ‘

Supervision Reporting | proposals

President and
Representative
Director

Group Management Committee ‘

. Reporting

Supervision

< Departments in charge >

of the Group's functions
Corporate Planning
Division
Finance & Accounting
Department

Sustainability Committee

(Chair: Chief Sustainability Officer)

Compliance Subcommittee

Risk Management ESG Promotion Office

Subcommittee

uonpiedood

AN
i Cooperation (climate- Cooperation
| related risk management)

v
ESG Promotion
Subcommittee

{Operating companies)

Business management
a departments
Manufacturing Team

Production departments
Carbon Visualization Team

Raw Materials Team Sales departments

Corporate Foundation Team Technical departments

[Ule]iTeYlelele] Tele)
/ uonpiedood

* Additions from P.69 Sustainability promotion system (FY2025)

M Report on climate change to management (Board
of Directors and Group Management Committee)

Contents of report

Progress report based on the decarbonization
July roadmap for bases in Japan and overseas, ’
2024 proposal for establishing a Scope 3 / product's
CFP calculation systems (Sustainability
Conference)
Explained the Group’s new materialit
Eggguary (inpcluding detoiled%xplonotion of cIierote—
related themes)
ViETET Reports on activities in FY2024 and
2025 explanations on the activity policy for FY2025
at the Sustainability Committee meeting

Risk management

[Risk / opportunity management process]

The Group has established a group-wide risk man-
agement system centered on the Risk Management
Subcommittee. We recognize that climate-related
risks, like other corporate risks, are factors that affect
the sustainable growth of the Group, and that taking
appropriate measures will lead not only to preventing
the actualization of risks and the mitigation of their im-
pact when they actualized, but also to opportunities
such as increasing profits and improving the reputa-
tion in the market. The ESG Promotion Subcommittee
manages climate-related risks and opportunities in
cooperation with the Risk Management Subcommit-
tee, applying the same management process as for
corporate risks in general.

The ESG Promotion Subcommittee identifies and as-
sesses climate-related risks and opportunities and re-
ports them to the Group Management Committee and
to the Board of Directors. It organizes a Sustainability
Conference as the group-wide meeting on an annual
basis to provide not only the management layer and
managers of divisions in group companies but also gen-
eral employees with opportunities to hear discussions
in a bid to share information and views in the Group. It
also provides education and training related to climate
by means of e-learning to all employees to raise aware-
ness, to update them with the latest information and to
develop their ability to perceive risks. Management layer
and Group companies incorporate response measures
and action plans based on these risks and opportunities
into their management plans and business plans, and
reflect them in specific measures.
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Foundation Supporting Value Creation

Addressing Climate Change — Information Disclosure Based on the TCFD Recommendations

[Risk / opportunity identifying process] (conducted from December 2021 to May 2022)

Using a matrix of the categories of the risk and opportu-
nity categories defined by the TCFD recommendations
(Transition Risks: Policy and Legal, Technology, Mar-
kets, and Reputation; Physical Risks: Acute and Chron-
ic; Opportunities: Resource Efficiency, Energy Sources,
Products and Services, Markets, and Resilience) and
the Group's value chain processes (procurement,
production, logistics, sales, R&D, management, use,
and disposal,) we exhaustively extracted risks and op-
portunities associated with climate change. The va-

Validation
by practical
departments

Sorting and

Scaring up risks / summarizing of

opportunities

Financial impact

extracted results

lidity of the extracted results (i.e. whether or not they
are matched with the practical work and the on-the-
spot situation) was confirmed through a workshop for
department managers at each Group company. After
organizing these risks and opportunities, we conduct-
ed an impact assessment (scenario analysis) based
on two axes: financial impact and likelihood of occur-
rence. In this way, we identified four key risks and two
key opportunities based on the evaluation results.

Consideration
of response
measures

Identification
of risks
opportunities

assessment

Evaluated the Identification of four risks | Confirmation of state of

Comprehensively scared | Confirmation of

Organized identified

up risks / opportunities consistency between risks / opportunities and | importance of each item | and two opportunities response to identified
by a team led by the ESG | extracted results and summarized them into based on the financial with significant impacts risks / opportunities and
Promotion Subcommittee | actual real-world 41 items impact and likelihood of | and checks on the details | consideration of future
(approximately 300 conditions through occurrence of the impacts measures and actions

items) workshops with
department managers

Strategy

[Basic policies and strategies]

The artience Group recognizes that the policies and
measures taken by national and local governments in
response to global climate change have a significant
impact on market conditions, the procurement of raw
materials and consumer preferences and may have
a strong impact on business continuity and business

The Policy on Climate Change is posted on our website under

performance in the future. We have set out the “Policy
on Climate Change” (established in April 2022, revised
in January 2024,) analyze these risks and opportuni-
ties, reflect them in our management plans and busi-
ness plans, and engage in appropriate activities to
address climate change.

[sustainability > Environment > Response to Climate Change > Information Disclosure Based on TCFD Recommendations.]

https://www.artiencegroup.com/en/corporate/sustainability/environment/climate-change/tcfd/#qa_1_1

[Scenario analysis]

The purpose of scenario-based analysis is to grasp and
understand risks and opportunities that will arise from
anticipated climate change and what kind of impact
they will have on the Group, confirm the resilience of
the Group's sustainable growth strategy in the expect-
ed future, and consider the need for further measures.

We conducted a scenario analysis on four risks
and two opportunities identified by the Group, refer-
ring to two climate change scenarios (1.5°C and 4°C)
proposed by the International Energy Agency (IEA)
and the Intergovernmental Panel on Climate Change
(rcc))

Financial impact / expressivity Periods of
Categories Risks / opportunities increased
1.5°C scenario 4°C scenario impact
Transition risks: Legal, Market Rising raw material and energy prices Impact 3 [ Expressivity 3 Impact 2 [ Expressivity 3 Mid
Transition risks: Technology, Market, Decline in demand for packaging- and - -
Reputation printing-related items Impact 3 / Expressivity 3 Impact 2 [ Expressivity 2 Short
Transition risks: Policy and Legal Increased impact of carbon prices on costs Impact 3 / Expressivity 3 Impact 2 / Expressivity 3 Short
q o Loss of business opportunities due to the B o
Physical risks: Acute intensification of climate-related disasters Impact 2 / Expressivity 2 Impact 3 / Expressivity 3 Long
Opportunities: Energy Source, P o o
P e GING) SESaS Increased sales of low-emission products Impact 3 [ Expressivity 3 Impact 2 / Expressivity 3 Short
o q Acquisition of business opportunities such as
agffé:umtles' PO 5T 1T SR B materials for combating extreme heat and Impact 2 [ Expressivity 3 Impact 3 / Expressivity 3 Long
infectious diseases

Financial impact: 3=impact of several billion JPY or higher; 2=impact of around one billion JPY; I=impact of less than one billion JPY
Likelihood of occurrence: 3=already occurring at the present time, or almost certain to occur in the future;

2=relatively high likelihood of occurrence; 1=low likelihood of occurrence

Period of increase in impact: Short-term = around 1year (period of annual plan) Medium-term = around 3 years (period of medium-term management plan)
Long-term = around 10 years (interim target year of asv2050/2030 = period up to FY2030)

For our 15°C scenario, we refer to the IEA World Energy Outlook: Net Zero Emission by 2050 Scenario and IPCC: SSP1-1.9 scenario.

For our 4°C scenario, we refer to IEA World Energy Outlook: Stated Policy Scenario and IPCC: SSP5-8.5 scenario.

Scope of analysis: Existing businesses of the entire Group and new businesses anticipated at this time
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Metrics and targets

[Scopel + 2 emissions] (indicator for risk)

Since launching the “CO2 Reduction Project” in FY2010,
the artience Group has been striving to reduce CO»
emissions from its production bases in Japan and
overseas.

Our Sustainability Vision asv2050/2030 declares
that the artience Group will reduce GHG emissions
from its production activities and achieve carbon neu-
trality by 2050. In addition, it sets specific interim tar-
gets of reducing Scopel + 2 emissions globally by 26%
from the FY2020 level by FY2030.

Our measures to achieve these targets can be
classified into three aspects: reducing energy con-
sumption, shifting to low-carbon energy, and shifting
to low-carbon power. In Japan, co-generation sys-
tems are in operation at many production bases. Our
efforts will center on shifting to low-carbon energy,
such as changing fuels for system into lower-carbon
fuels and electrification of production facilities. Over-
seas, the electrification of production facilities is more
advanced. There, we will focus on shifting to low-car-
bon energy, such as electric power generated from re-
newable energy.

H Changes in Scope 1 + 2 emissions and targets

target
(t-C02) -23.4,, -24.7. —26%
200,000 - l ””””” l ”””””” l ””””””
150,000 -

100,000 - 201,857
154,568 152,002 1491000

50,000 -

2020 2023 2024 2030 (FY)

Direction of . .
measures Major reduction measures

® Energy conservation
(eliminating energy loss in processes)

® Production process reform from an energy-saving
perspective

Reduction
of energy
consumption

® Electrification of production equipment

o (reducing direct emissions)

carbonization of :

e ® Preparation and research for the use of
9y LNG alternative fuels

Low ® |ntroducing low-carbon power

carbonization of
electric power

(reducing indirect emissions)
® |ntroducing renewable energy equipment

[Sales ratio of Sustainability-enhancing products]
(indicator for opportunity)

The artience Group began our efforts to improve the
environmental friendliness of our products in the ear-
ly days of the Group. In the 1990s we started placing
environmentally friendly products on the market. Our
Sustainability Vision asv2050/2030 defines our prod-
ucts that help improve the sustainability of society as
Sustainability-enhancing products. This category of
products offers not only the environmental value pro-
vided by environmentally friendly products but also
lifestyle value, which includes comfort, health, welfare,
safety and peace of mind in people’s lives. Through
the Group’s scenario analysis, we have identified two
climate-related opportunities, namely increased sales
of low-emission products and the acquisition of busi-
ness opportunities such as materials for combating
extreme heat and infectious diseases. Sustainability-en-
hancing products include products that are associat-
ed with these opportunities.

The asv2050/2030 adopts the ratio of sales of these
Sustainability-enhancing products to the Group’s to-
tal sales as an indicator of the Group's climate action
and sets a target of attaining 80% or more in this indi-
cator by FY2030.

H Changes in sales ratio of Sustainability-enhancing
products* and targets

(%)

100 - target
80
80 -
660 644 624
60 - 53.6 55.5
40 -
20 -

2020 2021 2022 2023 2024 2030 (Fv)

*In FY2023, a new definition of Sustainability-enhancing products was intro-
duced under asv 2050/2030 and the scope of calculation was expanded to
include overseas sales. The figures up to an including FY2022 are net sales and
sales composition ratio of conventional environmentally friendly products.
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