artience Group's Sustainability

Environment

Social Governance

Corporate Governance

Basic approach

The artience Group has defined the “Enhancement of
corporate governance through continuous reform” as
one of the key objectives of sustainability management
in its Sustainability Charter.

Enhancement of corporate governance through
continuous reform

We will continue to incessantly reform and validate management re-
sources and risk management, and build and maintain effective cor-
porate governance. We will adapt flexibly to changes in the business
environment and work to achieve resilient corporate management
that contributes to the sustainable growth of the Group.

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

We will address individual corporate governance
issues in accordance with the basic policy regarding
corporate governance in an effort to establish proper
corporate governance.

HCorporate governance system (asof April 1, 2025)

By adopting an Audit and Supervisory Committee
system, we have enabled Committee members to ex-
ercise their voting rights at meetings of the Board of
Directors, thereby increasing the level of fairness and
transparency of management and strengthening
oversight of the Board of Directors. By adopting an op-
erating officer system (one-year term,) we have clari-
fied the division of roles between management super-
visory 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 Man-
agement Committee that regularly meets to share
management policies and strategies, and discuss is-
sues 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
== ourcorporate governance initiatives are posted on our website under [Sus-
tainability > Governance > Corporate Governance]
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artience Group's Sustainability Environment Social Governance

Corporate Governance

HResponsibilities and composition of major meetings and committees

- 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

Board of Directors 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: 1 year 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

- 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

Audit and Supervisory
Committee

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

on Appointment and - Chair: Outside Director

Remuneration - Members: An inside director and three outside directors

- 4 meetings were held in FY2024

- 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

Group Management
Committee

Composition of the Board of Directors

We select the members of our Board of Directors in versity. The Board is currently composed of directors
consideration of diversity and expertise. We pay at- with a wide variety of advanced skills, and over half of
tention to their knowledge and experience in different its members are independent outside directors who
areas of business management, to the achievement meet the standards we have determined for the inde-
of gender equality and to other aspects to ensure di- pendence of outside officers.

B Composition of the Board of Directors

More than
5 years:
Inside 3pers°n3
directors: Independence
Independent Less than
4Per30n3 o outs!%le Te".n of 2 years:
% directors: office
(7/1 persons) 4 persons
7persons
2-5 years:
EHDE) 4 persons nonng;(igcol.lftive

female directors

officers
27, 73,
(3/11 persons) (8/1 persons)
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artience Group's Sustainability

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

HOutline of evaluation of effectiveness

[Implementation process]

'I Conduct questionnaire

Conduct an effectiveness evaluation

questionnaire using an external organization outside directors

Environment

2 Conduct interviews

Interviews with the chairman and

Social Governance

questions. As in 2023, we requested the involvement
and advice of an external organization to ensure un-
biased questions and quantitative analysis of results,
including comparisons with other companies. To ac-
curately identify issues, we also conducted interviews
with the chairman of the Board of Directors and inde-
pendent outside directors to check and reaffirm their
individual 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 /improvementinitiatives

3

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
shareholders and investors was insufficient, we decid-
ed to report on dialogue with shareholders and inves-
tors to the Board of Directors semiannually from FY2023.

+ Based on feedback that details of training including
executive training were unclear, we reported informa-
tion on training implemented over the year to the
Board of Directors.

+ In view of feedback that reporting from the Advisory
Committee on Appointment and Remuneration to the
Board of Directors was inadequate, from FY2024, we in-
creased the number of meetings of the advisory com-
mittee 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 fi-
nance were selected as first-time outside director
candidates and elected 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.

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,

85

+ Based on the external organization's aggregated ques-
tionnaire survey results, we interviewed the chairman of
the Board and independent outside directors.

* The results of the questionnaire and interviews were
analyzed, 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 func-
tions 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 op-
erational improvements to enhance discussions at
meetings of the Board of Directors were proposed/iden-
tified. These included clarification of discussion points
based on the role expected of Directors and enhance-
ment of information provision by executives. In response
to such comments, the Company will commit to creat-
ing an environment for useful discussion through great-
er 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 assess-
ment and work to continuously improve effectiveness by re-
viewing the state of improvements in the next assessment.

verification of the economic rationale of cross-share-
holdings, analysis of results of voting at the General
Meeting of Shareholders, status of dialogue with share-
holders and investors, etc.,) enactment and revision of
sustainability-related policies, Medium-term Manage-
ment Plan artience2027, the fiscal year plan, initiatives
for improving capital efficiency, large investments and
loans, status of activities of the Advisory Committee on
Appointment and Remuneration, and initiatives for hu-
man capital, risk management and compliance.
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artience Group's Sustainability Environment Social Governance

Corporate Governance

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

We define the areas where we expect the individual di- with abundant experience and expert knowledge to
rectors to provide helpful supervision and advice re- enable proper deliberation and supervise the execu-
garding management issues. We also make sure that tion of business.

the Board of Directors is composed of diverse directors

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

Attendance rate at meetings*’ Main expertise and careers**
Name and Age
position BENCEr | gogrg of Audit & Corﬁ\?\:iiit%rzon Group Corporate TechniclaI/ Salles / Finance |, Human | Compliance /
(Notionality) ) Supervisory . Management ) . Global - | Resources ;
"] Directors Committee A%gmtr?:gtti :r?d o Management| o 4 tion | Marketing Accounting DES! Risk
Sqtqru Tokashima | g4 © r?o " o o
s iastand Male o 100% 100% ©) ¢} o
Representative 100% (4 /4) (26 /26)
Director, Group CEO | apan | (17 17y
Hiroyuki Hamada
Vice President 66 O O
In charge of Overail Male 100% 100% O @] O O O
Management and (apan) | (07.717) (26 /26)
Corporate Departments
Tomoko Adachi | /! O
Independent Female 100% O o) 0
Outside Director (apan) | (17.717)
Yoshinobu Fujimoto | 9 )
Independent Male 92% . O O
Outside Director (Japan) (12.13)
Yukihiro 65
Tachifuji . . 0 0
Independent Male 0" or
Outside Director (apan)
Noriko Kosugi 58
Independent Female o © © ©
Outside Director (Japan)
Tetsuaki Sato
Director in charge of 64 O O
Quality Assurance, Male 100% 100% e @)
Production, Environment,
Sustainability, (Japan) a7.17) (26 ./26)
Purchasing and Logistics
Masayuki Kano 62 @]
Director (@) (Chair) O
mossemier ol 0% | oot S
*2 - *2

Gl Uapan) | (13 ,13) (10 10) (20 /20)
Yutaka Yokoi 70 O
Leading Independent O O (Chair)
Outside Director Male 100% 100 % 100% O (@)
Audit and Supervisory | (jqoan) | (17 /17) (13./13) 4.4
Committee member 474
Keiko Kimura 65
Independent Outside ]O(g/ . OCO) o 1 O(C)) o o o
Director Female % % %
Audit and Supervisory | (iqoan) | (17 /17) (13.13) (4 74)
Committee member
Minoru Matsumoto 68
Independent Outside ]0(3/ . OCO) o o o
Director Male % %
Audit and Supervisory | (qoan) | (17 /17) (13 /13)
Committee member

*1 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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artience Group's Sustainability Environment Social Governance

Corporate Governance

EAttendance 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**
- . Advisor i [
Name and position ry
P Board of SUAU:;:J Committeeon | Group Management |  Corporate TeI%T[I)CIOI SGIes/ Finance/ Human Resources ESG/ %r;;;hance
Directors pervsory Appointment and Committee Management . Marketing Accounting | /DE&I
Committee Remunerdion Production Management

Toshinori
Machida 63 o
Executive Operating Officer 100% e) e)
in charge of Technical, R&D, Male (26 /26)
Intellectual Properties (CTO) Uapan)
Division Director of R&D Division
Takahiro
Nakamura 63
Executive Operating Officer in Male O™ @) @)
charge of Incubation Center (apan)
General Manager of General pa
Affairs Department
Takeshi Arimura
Operating Officer in 52 @)
charge of Finance, Male 100% O
Qenerul Manager o_f (Japan) (26 /26)
Finance & Accounting
Department
Juniji Sekino
Operating Officer in 53 @)
charge of Human Male 100% @) @)
Resources, General (Japan) (26 /26)
Manager of Human
Resources Department
Hideki Okaichi
Executive Operating Officer 64 ©)

o,
President and Male 96% O O O
Representative Director of (Japan) (25 /26)
Toyocolor Co, Ltd.
Yasushi Ariyoshi
Execui i 52 O

ive Operating Officer

o
President and Male 100% O O
Representative Director of (Japan) (26 /26)
Toyochem Co, Ltd.
Hideki Yasuda
Executive Operating Officer 57 o .
President and Male 100% O O
Representative Director of | (Jopan) (26 726)
Toyo Ink Co, Ltd.

*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.

HDetails of each skill and reason for selection

Section Reason for selection

Corporate Formulating and implementing a sustainable growth strategy in the medium to long term requires comprehensive judgment
in corporate management, and experience in business management and / or organizational management were selected as
Mancgement necessary knowledge and skills, with no bias toward individual expertise.

Matters relqting Technical / R&D/ Sound knowledge and experience in the fields of technology, research and development, quality, and production were
. selected as necessary knowledge and skills to further advance and develop the technologies the Group has developed and
to the base and | Production bring about various innovations.

grOWth of the SGIeS/ Extensive knowledge and experience in sales and marketing were selected as necessary knowledge and skills to steadily
company Mcrketing 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 culture,
Global business environments, geopolitics, and regional strategies were selected as necessary knowledge and skills in view of the
Group's global business presence.

Fincmce/ Solid knowledge and experience enabling accurate financial reporting, building a solid financial base, making growth
N investments to sustainably increase corporate value, and strengthening shareholder returns were selected as key knowledge
Matters that Accountlng and skills to maximize corporate value through the efficient management of the Company’s capital.
ensure the Human 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&I) were selected as necessary knowledge and skills for
COmpqny's Resources / DE&I | securing diverse human resources to support the Group's value creation.
gl"OWth ESG/Comp"ane/ 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
Risk Management | social issues indicated by the Group's material issues.
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artience Group's Sustainability

Corporate Governance

Environment

Social Governance

Criteria for assessing independence of
outside directors

We elect outside directors in accordance with the “Stan-
dards Concerning the Independence of Outside Officers”

to ensure their independence.

* The details of the "Standards Concerning the Independence of Outside
Officers” 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.]

Roles and functions of outside directors

Outside directors act as independent and objective
overseers and advisors, performing management over-
sight and advisory functions to ensure sound corporate
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 offi-
cers, 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.

88

Succession planning plan for chief execu-
tive officers, etc.

As part of our succession planning, which includes suc-
cession planning for the position of CEO, we have es-
tablished 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 manage-
ment personnel. These programs are part of our efforts
to develop future candidates for senior management.

The Advisory Committee on Appointment and Remu-
neration reviews the status of these initiatives, discusses
training measures, conducts interviews with candidates
as appropriate, and reports to the Board of Directors.

Appointment and dismissal of senior manage-
ment 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 Remuneration,
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 con-
sent of the Audit & Supervisory Committee 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 Regula-
tions for Directors. The criteria for nominating candi-
dates for CEO and Director positions are described in
the Corporate Governance Report.

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 receiv-
ing explanations from officers in charge.)

There is a structure in place to enable outside
directors 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 explo-
nations, to enable more in-depth discussions.

Sustainability Data Book 2025
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Corporate Governance

Environment

Social Governance

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 other than pure
investment purposes]

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 sharehold-
ing from a medium- to long-term perspective, and
sells those shares that have lost their significance as
shareholdings. As a result of these validations, the
Board of Directors resolved, at a meeting in August
2024, that when selling individual stocks contributes
to improving the capital efficiency of the Group, even
when the significance of shareholdings is not judged
to have diminished, 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
medium-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 issuing 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 circumstances, such as signifi-
cant damage to its corporate value or a serious viola-
tion 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 collect-
ing sufficient information through dialogue with the
issuing company and other means.

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

(billion JPY)
40-
336 334
29.6
30- 285
233
20-
10-
0
2020 2021 2022 2023 2024(FY)
Number of
stocks held 61 ‘ 53 ‘ 46 ‘ 38 ‘ 36 ‘
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About information subject to timely disclosure

The General Affairs Department and Finance & Ac-
counting Department of artience Co,, Ltd. work with rel-
evant departments to disclose information in a timely
and continuous manner. We also actively disclose in-
formation that may affect investors’ decisions, even
when it is not required by the Financial Instruments
and Exchange Act or the disclosure rules stipulated by
stock exchanges.

our Disclosure Policy (Policy on Information Disclosure) is posted on
our website under Investor Relations > Stock / shareholder informa-
tion > Management information.

WEB

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

Policies on the remuneration of officers

1. Remuneration should be at a level that reflects economic condi-
tions and corporate performance.

2.1t 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 Cor-
porate 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.
5.1t 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.

Sustainability Data Book 2025



artience Group's Sustainability

Corporate Governance

Process for determining remuneration for
officers

In the past, when determining remuneration for di-
rectors, the Advisory Committee on Nomination and
Remuneration deliberated and reported on the evalu-
ation process and evaluation results, followed by a res-
olution 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 re-
stricted stock compensation aimed at improving me-
dium- to long-term corporate value, and introducing
ROE as a new performance 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
are Audit & Supervisory Committee Members and out-
side directorssjis set at up to 100 million JPY annually,
outside the framework of the maximum of 500 million
annually for monetary compensation.

Environment

Social Governance

HPercentage composition of remuneration*

Long-term incentive
Transfer-restricted stock-based
compensation

5%

Short-term incentive

Performance-based compensation
(varioble compensqtion)

35%

Bassic compensation
(fixed compensqtion)

65%

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

*Basic remuneration is fixed monetary remunera-
tion 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 mem-
bers 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 bene-
fits and risks of fluctuations in share prices with
shareholders, improving the Company's results
over the medium to long term based on a healthy
entrepreneurship, and increasing directors’ en-
thusiasm for and contribution to enhancing cor-
porate value. Remuneration for outside directors
who are members 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 supervis-
ing and auditing the execution of business.

HTotal amounts of remuneration, etc. by directors (FY2024)

Total amount of

Position remuneration, etc.

Basic compensation

Total amount of remuneration, etc. by type (million JPY)

Number of eligible persons

Performance-based | Transfer-restricted

(million JPY) (fixed tion) compensation stock-based (persons)
xed compensation’ { (o jgple compensation) |  compensation

Directors
(excluding directors who are members of the 300 203 86 10 8
Audit & Supervisory Committee) (37) (37) (=) (=) (4)
(outside directors)
Directors (members of the Audit and

. A 56 56 5
Supervisory Committee) (30) (30) - - 3)
(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 Mahagement

Environment

Social Governance

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 addition to
the Basic Policy on Risk Management (revised on Janu-
ary 1,2024) and the Basic Policy on Development of In-
ternal Control System (also revised on January 1,2024,)
the Risk Management Subcommittee has established
the Risk Management Action Policy as its policy, and is
implementing initiatives while continuously reviewing
risks and making improvements. In July 2025, we es-
tablished a Business Continuity Plan (BCP) Policy.

The Basic Policy on Risk Management, the Basic Policy on Develop-
ment of Internal Control System, the Risk Management Action Policy,
and the Policy on Business Continuity Plans (BCPs) are posted on our
website under [Sustqinqbility > Governance > Risk quqgement.]

Promotion system

The Risk Management Subcommittee, whose secretar-
iat is the General Affairs Department, exhaustively and
comprehensively manages therisks of the entire Group
under the operating officer in charge of risk manage-
ment (the chair of the Risk Management Subcommit-
tee.) Each company and department of the Group are
working to identify risks that are hidden in the changes
in the social environment and in daily operations to as-
sess and study them, prevent risks from materializing
and carry out measures to reduce risk-related dam-
age. The Risk Management Subcommittee assesses
the risks of each company and department based on
the frequency of occurrence and severity, and cre-
ates and shares a risk map. The committee 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 problem arises that could
develop into a serious risk, we report to the Board of
Directors and establish an emergency headquarters
to address the risk.

ERisk management system (FY2025)

’ Board of Directors ‘
Supervision \L 1\ Reporting / proposals
’ President and Representative Director, H Group Management Committee ‘

Group CEO
Reporting

Supervision \l/

Sustainability Committee
Risk Management Subcommittee

iewing ri . Supenvising and controlling
Zigiwvgg:;s;;mgemem Analyzing responses to emergencies Reporting (specifed
performance evaluating and restorotion work risks and urgent rsks)

and reporting risks

Departments of artience Co, Ltd. in charge of 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.

Group companies in Japan and overseas

* Excerpts and additions from Page 12: Sustainability promotion system (FY2025)
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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 fiscal years
- Prevent risks from materializing and
develop and discuss measures to

reduce risk-related domage
Information Security Month

“pion Y Do |
‘ PDCA

cycle

Carry out the activity plans
for fiscal years

- Report and share information about
material risks

- Implement risk management activities

- Hold Compliance Month and

\ 4

Group Management

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

Sustainability Committee /
Sustainability Conference
(group-wide meeting)

- Evaluate and submit reports on
the progress of the activities in
fiscal years

- Share and check risks

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

- Share risk analyses

- Select (draft of) material risks

Metrics and targets

MRelevant themes in Group Materiality 2025-2030
Theme: 4-2. Compliance [ Risk Management [
Information Security
Continuously review compliance and risk manage-
ment systems to improve their effectiveness
-Building overseas information security systems (im-

plementation of common rules, customization for
individual bases, vulnerability testing / corrective
activities, etc.)

[Achievements in FY2024]

KPIs and measures Achievements in FY2024

Building over-
seas information
security systems
(implementation
of common rules,
customization for
individual bases,
vulnerability test-
ing / corrective
activities, etc.)

- Held an Information Security Month (September—
November) including overseas operations

- Conducted assessments of the state of security
countermeasures

- Performed vulnerability diagnostics and provided
instructions/guidance for prompt response to
known vulnerabilities
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Major activities in FY2024

In FY2024, we conducted a risk assessment from the
group-wide perspective and checked important risks
throughout the Group. We dlso (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
owareness—rdising 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.

EEvaluation criteria for frequency of occurrence

Selection of material risks

The Risk Management Subcommittee assesses risks
across all companies and divisions based on their
likelihood of occurrence and severity. We have re-
vised our assessment criteria to standardize them,
and share a company-wide risk map listing all signifi-
cant risks across our organization. For themes among
the anticipated material risks that are considered to
have a high degree of impact on business continuity,
the relevant departments systematically implement
measures and report their progress to the Group
Management Committee and the Board of Directors.
By monitoring material risks at the senior manage-
ment level, we conduct risk management activities
based on a group-wide perspective and manage-
ment perspective of risk awareness.

Almost certain possibility of occurrence
(once to several times a year)

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

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)

BEvaluation criteria for seriousness

- Personal damages | Financial damages Reputation

Damage of over

Fatal accidents 5 billion JPY

-Long-term major coverage in mass media and social media (negative coverage)
-Significant loss of confidence among business partners and consumers

3 Many injured Damage of over

-Temporary major coverage in mass media and social media (negative coverage)
-Loss of confidence among multiple business partners and consumers (5 years or

1 billion JPY
more to recover trust)
- . -Slight coverage in mass media and social media
2 Injuries requiring Damage of -Loss of confidence among some business partners and consumers (2-3 years or
hospitalization 100 million JPY 9 P Y

more to recover trust)

Damages of less

1 lightwounds than 100 million JPY

-Resolved by daily management

EMap of material risks

Large +Infringement of intellectual property rights,
misappropriation and leakage of confidential information
+Violation of the Antimonopoly Act
+Bad reputation in dealing with the media
+Fire and chemical leakage accidents
n *Human rights violations and complicity in violations
c__g. “Inappropriate accounting | +Inadequate response to PRTR and Foreign -Infectious diseases *High inflation and currency depre-
g by overseas subsidiaries Exchange Law amendments *Quality fraud and defects ciation
7] *Cyber security incidents *Raw material procurement Climate change
C:g *Impairment of fixed assets *Tighter environmental regulations
N *Natural disasters in Japan
w and overseas
91». Geopolitical risks
o . .
[e) *Workplace accidents *Generation of bad debts
3 +Tax risks such as transfer
Q pricing
% *Securing human resources
l +Loss of human resources
Small
tow & Frequency of occurrence > High
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Responses to material risks (FY2024)

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

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

*Raw material procurement Reviewed raw material lists and supplier evaluation sheets relating to
risk concerns, 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 imple-
mented quality education and preventive measures.
*Natural disasters in Japan and overseas =« Reviewed disaster response manuals and communication methods during

times of disaster, and promoted business continuity through training dirills.

Typical business risks

Representative risks that management recognizes as follows. In FY2024, there was no new risk of a signifi-
could have a significant impact on the financial posi- cant adverse impact on the Group.
tion, operating results and cash flows of the Group are

ETypical business risks

Category Typical risks concerning the entire Group

- 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
@ Risks related to overseas operations - Unfavorable political factors
- Social turmoil caused by terrorism or war
- Unexpected rapid change in the work environment

@Risks related to system fault, - Suspension of operations due to system failure
information leakage, loss, and damage - Occurrence of the leak, loss, or damage of information due to malware attacks, including ransomware

®Risks related to quality and - Accidents or complaints caused by the quality of products
product liability - 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

@Risks related to natural disasters
and epidemics

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

©®Risks related to exchange rate

q - Dramatic fluctuations in exchange rates
fluctuations

- 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

@Risks related to general legal
restrictions

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

- 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.)

Risks of environmental burdens

- Changes to climate change-related laws and regulations in Japan and other countries and the resulting
®Risks related to climate change changes in markets
- Increase in costs due to delays in responding to social demands, such as the reduction of CO, emissions

@Risks related to common debt

lecti - Difficulty in collecting of trade receivables and other claims due to the worsening of customers' financial conditions
collection

@Risks relating to impairment losses

- Impairment losses on non-current assets due to changes in economic conditions, etc.
on non-current assets

@ 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

®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 > Gover-
nance > Risk Management.]

[Internal audit initiatives]

The Group’s Internal Audit Department conducts
internal audits to establish a sound foundation for
business activities, from the perspectives of legality,
appropriateness, effectiveness of business activities,
efficiency, and risk management. It also provides ad-
vice and recommendations for improvement to the
audited departments, and follows up on the progress
of improvements.

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 overseads.

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,
including infections with viruses, unauthorized access
to systems, leaks of personal information, and cyber-
attacks, to prevent risk materialization and minimize
the effects of incidents if they occur. The artience
Group has established the Basic Policy on Information
Security (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
information management and information security.
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Policies on Information Security Activities
in FY2024

Improve information security awareness and countermeasures

based on IT and data utilization, and strengthen incident response

capabilities against increasingly sophisticated cyber attacks

@ Continuing education for employees to achieve both data
utilization and information security

@ strengthen information security measures across the entire
Group, including overseas

® 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 un-

WEB
der [Sustainability > Related Policies and Guidelines.]

[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
Office, 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 dffiliates and an IT literacy test.

We also conduct targeted e-mail drills every
year to combat information security risks caused by
cyberattacks, 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.
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[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 regarding
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 [Sustqinability > Related Policies and Guidelines.]

ESecurity incident response structure (FY2025)

| Management |

Supervisionl TReporting

Sustainability Committee

|— Risk Management Subcommittee

Instructions /

Reporting /
cooperation

cooperation

[artience-CSIRT]

Information
System
Department

Leader /
Secretariat

CSIRT leader

Social Governance

[Cyber security measures]

The Group needs to build up its organizational capaci-
ty 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 cyberattack.

[Outside organizations]

Toyo Management
Service Co., Ltd.

System support
team

Incident response

Customers
CSIRT Secretariat Suppliers
(Information Security Office) Related industry
organizations

Research [ analysis

Related ministries

General Affairs
Department
Corporate
Communication
Department

Internal reporting
External reporting

Public relations
and customer
service team

Information .
sharing / and agencies
collection Police agency

[ Tokyo Stock Exchange
_ Lawyers

Customer service

Insurance companies
System company

$ Information sharing / direction / general management of collaboration

Departments of the holding company, group affiliate companies in Japan and overseas
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Business Continuity Management (BCM)

[Basic approach]

The artience Group implements risk response mea-
sures for Business Continuity Management (BCM)
targeting risks that have the potential to be an obsta-
cle to business continuity, including natural disasters
such as earthquakes, typhoons and floods, etc., infec-
tious diseases pandemics, accidents such as explo-
sions, fires or leaks taking place at factories, and cyber
attacks, etc. Recognizing the importance of ensuring
smooth recovery, and of the establishment of the
product supply systems, in the event of an accident
either at a artience facility or at another chemical
manufacturer, the artience Group has continued to
implement BCM measures.

Policy on Business Continuity Plans (BCPs)

In accordance with its basic risk management policy, the artience
Group aims, as part of its business continuity management (BCM)
initiatives, to minimize any risk that could significantly hinder the
continuity of its business by taking preventive measures and mak-
ing reasonable and sufficient preparations as a part of its normail
practices. If a risk materializes or an unforeseen situation occurs
that may materially affect the continuity of its business, the Group
is committed to securing the safety of its employees, preserving
its assets and fulfilling its responsibilities to society and its stake-
holders, and the Group will build a framework for ensuring business
continuity and recovering quickly from such events.
Excerpt from our Business Continuity Plan (BCP) Policy

(established July 1, 2025)

[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 %instculled
at major bases in Japan) are in place.

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

* For the artience-CSIRT, see Cyber security measures on page 95.

[Making facilities more earthquake-resistant]
At the artience Group, we formulated the Rules on
the Response to Measures against Earthquakes (Pre-
vention 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 seis-
mic intensity of upper 6 on the Japan Meteorological
Agency (UMA) scale. At our business establishments in
Japan, we promote measures including seismic anal-
ysis, reinforcement of buildings, demolition of aging
buildings, fixing equipment, and introduction of earth-
quake-resistant equipment.

Environment
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Social Governance

[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 wa-
ter level reaches a dangerous level in preparation for
river overflows and flooding following heavy rainfall
or typhoons. We also installed water stop panels and
waterproof 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 elec-
tric circuits into plans. We use Aqueduct Water Risk At-
las to assess water risks at different sites in Japan and
overseas and to identify risks so that the findings will
be used for measures.

* For information disclosures in accordance with the TCFD recommendations,
see pages 19 to 26: Response to Climate Change.

[Stable procurement of raw materials]

Since the Great East Japan Earthquake, we have been
promoting the replacement of major limited-source
matericls%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 limited-source materials, which begin at the prod-
uct design phase, so as to ensure the stable procure-
ment of raw materials.

[Establishment of a backup production system]

In response to major 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 publish-
es the "Guidelines for Overseas Risk Responses,” and
the "Risk Management of the artience Group” text-
book 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 pro-
cesses that we have identified are not interrupted
even in the event of serious domage caused by nat-
ural 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 tar-
get recovery time.
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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 hame 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 re-
vised the Code of Business Ethics, which had previously
been used as an explanatory material in our compli-
ance activities, as the Code of Ethical Conduct. We also
established a new Basic Policy on Compliance (enact-
ed on May 10, 2024.)

*Our Sustainability Charter, Code of Ethical Conduct, Basic Policy on Respect
for Human Rights, and Basic Policy on Occupational Safety and Health are
available in PDF format in multiple languages (12 languages in total.) We plan
to add further multilingual support in the future.

The Sustainability Charter, the Code of Ethical Conduct, and the Ba-
sic Policy on Compliance are posted on our website under [Sustain-
ability > Related Policies and Guidelines.]

Promotion 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.

Ecompliance system (FY2025)

’ Board of Directors

. Reporting /
Supervision \l/ T proposu%

’ President and Representative Director, Group CEQ ==

Group Management
Committee

Supervision

/PReporting

Legal Group of
General Affairs
Department

Sustainability
Committee

Compliance
Subcommittee

Compliance Leader

Compliance Office (internal / External Hotline)

(As appropriate)
Reporting possible

Consultation desk established (When a
report is received) Responds appropriately

Control / management

* Excerpts and additions from Sustainability promotion system (FY2025) on
page 12.

Group companies in Japan and overseas
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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 inter-
nal regulations, but none of them posed a serious risk.

EWhistleblowing system

Whistleblower Anyone working for the artience Group
(Including employees, contract employees, part-time employees,
dispatched employees, and employees of contractors)

’ Consultation / whistleblowing ‘ ’ Consultation / whistleblowing ‘

Submitting a document, sending an
e-moail, having a meeting, making a Df)cur_\l'vent
phone call, posting the information em mab,
. T eeting,
on the Compliance Office (internal phone call
Survey / response hotiine) section of the intranet. J
A4 External
Internal compliance office H compliance office
Contact (law firm)
Reporting
W

Sustainability Committee
Chuaiir of the Risk Management Subcommittee
Chair of the Compliance Subcommittee
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Metrics and targets

B Relevant themes in Group Materiality 2025-2030
Theme: 4-2. Compliance [ Risk Management /
Information Security
Continuously review compliance and risk manage-
ment systems to improve their effectiveness
‘Raising awareness of the Code of Ethical Conduct
and the whistleblowing system

‘Number of serious compliance violations (viola-
tions of laws and regulations and other conduct for
disciplinary action): Zero continued

Page 10 to 11: Group Materiality 2025-2030

[Achievements in FY2024]

KPIs and measures Achievements in FY2024

Raising awareness of
the Code of Ethical
Conduct and the
whistleblowing system

- Ensured awareness and understanding among
employees both in Japan and overseas through
compliance meetings at individual sites

ENumber of serious compliance violations (unit: cases)

KPIsand  |Achievements|Achievements|Achievements| = Target
measures inFY2022 inFY2023 inFY2024 (every [3%)

Number of serious
compliance

0 0 0 0
violations

Major activities in FY2024

-Compliance meetings in each site (from April to June)
We held meetings at numerous locations in Japan
(3315 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
participants.) We confirmed and studied response
status of the issues identified at each site, as well
as any newly occurred risks. In addition, we sent the
complionce materials, which are translated into
local languages, to all representatives at overseas
affiliates, 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 yeq%

Antimonopoly Act seminar (13 sessions, 313 participants)
Subcontracting Act seminar (23 sessions, 379 participants)
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Examples of themes regularly covered
in training

B Anti-monopoly Act B Subcontract Act
B Unfair Competition Prevention Act
M Fraudulent inspections
M Portrait rights
W Act on the Protection of Personal Information
B Whistleblower Protection Act
M Bribery M Insider trading
B Harassments

(power harassment, sexual harassment, etc.)

-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 appro-
priate transfer of labor costs, as being promoted
by the Fair Trade Commission and other organiza-
tions. As a result, we found no illegal transactions.

‘Response to overseas legal risks
We also established external hotlines for overseas
sites to facilitate whistleblowing and informed
overseads 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.”

Prevention of corruption and bribery

[Basic approach]

The artience Group has a policy of unequivocally pro-
hibiting corruption and bribery. We have established
the Bribery Prevention Regulations. The internal audit
performed by the Internal Audit Department of ar-
tience Co. Ltd. includes inspection on bribery.

The “Definition of acts of corruption” section of
the Policy on Anti-corruption (established in January
2024) clearly states that we prohibit acts of corruption
such as bribery, excessive gifts and entertainment,
conflicts of interest, and illegal or inappropriate po-
litical contributions. We are also working to distribute
information regarding the prohibition of corruption
within the company by clearly stating the prohibition
of corruption in the Code of Ethical Conduct*.

It forbids all forms of corruption and misconduct,
including bribery of third parties such as public em-
ployees and business partners, offering and receiving
excessive entertainments or gifts, collusion, embez-
zlement, breach of trust and money laundering. We
conduct fair and impartial business activities in com-
pliance with laws, regulations and internal rules re-
lated to the prevention of bribery and corruption.
*The artience Group Code of Ethical Conduct and related policies and guidelines

are posted on our website, and are available in multiple languages (Japanese,
English, and Chinese.)

wes] The Policy on Anti-Corruption and the Code of Ethical Conduct are
posted on our website under [Sustainability > Related Policies and
Guidelines.]

[Promotion system]
The Compliance Subcommittee in the Sustainability
Committee takes the initiative in sending out informar-
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Compliance

tion on the prohibition of any form of corruption and
in education about laws and regulations on a group-
wide scale. Our internal rules are the responsibility of
the Legal Group of General Affairs Department, ar-
tience Co, Ltd. For high-risk themes and areas, the Le-
gal Group of General Affairs Department identifies is-
sues and implements education and surveys, etc,, for
relevant employees based on individual themes. We
also ensure thorough awareness through initiatives
like Compliance Improvement Month.

If any events considered risk factors or serious prob-
lems occur, they will be reported to the Board of Direc-
tors following the work flow created by the Risk Manage-
ment Subcommittee, and the subcommittee will deal
with them in cooperation with related departments.

[Employee education and Compliance Office]

In January 2024, we formulated the artience Group
Code of Ethical Conduct, which clearly states that we
prohibit corruption, including prohibition of inappropri-
ate honorariums and gifts, prohibition of political con-
tributions, and prohibition of bribery of public officials.
The Code of Ethical Conduct, along with the Group's
Brand Promise, philosophy system, and various policies,
is posted on our website aln Japanese, English, and Chi-
nese,) and we make efforts to distribute it to all Group
employees. Furthermore, in the compliance activities
we conduct every year, we focus on corruption and
bribery cases, among other cases, regularly and carry
out activities to prevent recurrence of similar cases in
all business sites.

We have a system in which consultations and re-
ports about corruption, bribery and violations of laws
and regulations related to corruption and bribery are
received at the Compliance Office (Whistleblowing
System,) internal and externall.

Page 97: Whistleblowing System

[Actions Related to Supply Chains]

For the purpose of enhancing supply chain man-
agement, we revised the Procurement Principles and
Standard for Selecting Suppliers to Basic Policy on Pro-
curement in January 2024, and also revised the Sus-
tainable Supply Chain Guidelines on October 24, 2022
(revised in May 2024.)

The Basic Policy on Procurement states, under the
heading of “Fair business practices,” that the Group will
prohibit bribery, the sharing or receiving of illegal gains,
the obstruction of fair and open competition, and the
infringement of intellectual property rights, while the Sus-
tainable Supply Chain Guidelines have an explicit provi-
sion for the prevention of corruption under the heading of
“6. Ethics.”

We ask suppliers to consent to the Basic policy
on Procurement and the Sustainable Supply Chain
Guidelines. We also implement CSR procurement
self-assessments and analyze the findings in order to
strive to promote the prevention of corruption in our
supply chain.

Based on responses to the CSR Procurement
Self-Assessment, we identify suppliers judged to be at
high risk of corruption. If a corruption risk is identified,

Environment

Social Governance

we conduct awareness-raising activities on corrup-
tion prevention with suppliers and request corrective
actions to mitigate risks.

The Sustainable Supply Chain Guidelines is posted on our website
&= under[Sustainability > Related Policies and Guidelines.]

[Approach to Political Contributions]

The artience Group Code of Ethical Conduct stipu-
lates: “In order to maintain the political neutrality of
the Group, we will not use any company property as
political contributions to any political parties, political
groups, or candidates for public office.”

[Violations]

In FY2024, there were no violations related to corrup-
tion or bribery, or disciplinary actions against employ-
ees (including dismissals) or fines or penalties related
to violations.

Fair trade

In fair and sound business activities described in the
Code of Ethical Conduct, it states that the Group will
adhere to free and fair competition. The Group's cor-
porate activities are compliant with laws and regula-
tions related to fair competition and fair trade in each
country in which the Group operates.

[Prevention of violations of the Anti-monopoly Act]

Every year, we hold Anti-monopoly Act workshops for
all employees involved in sales activities, to estab-
lish knowledge of anti-monopoly laws. In addition, we
apply internal rules stipulating that employees are
required, in principle, to seek approval of contacts
with competing companies in advance and has es-
tablished a system that blocks cartel behavior. There
were no violations of the Anti-monopoly Act in FY2024.

[Compliance with the Subcontract Act]

We continue to hold Subcontract Act workshops for all
employees involved in subcontracting transactions to
ensure compliance with the Subcontract Act.

[Prevention of insider trading]

The “Prohibition of acts of corruption” section of the
Code of Ethical Conduct clearly states the prohibition
of insider trading. We prohibit insider tradings based
on non-public material information obtained through
business.

[Response to anti-social forces]

The “Separation from antisocial forces” section of the
Code of Ethical Conduct clearly states that we will not
have any relationship with antisocial forces or groups.
We do not engage in any relationship with antisocial
forces, and respond to them with a resolute attitude.

Page 101: Governance Data > Compliance
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Tax Affairs

Environment

Social Governance

Intellectual Property
Management

Basic approach

The artience Group's Sustainability Charter (revised on
January, 2024) includes a section on “Ensuring compli-
ance.” The Group complies with not only laws and reg-
ulations in Japan and overseas but also international
treaties and local social norms. We strive to ensure
that we make decisions and act based on good rea-
son, in good conscience and in a way that meets high
ethical standards. We have the same basic stance on
taxation, and we fulfill our corporate social responsi-
bility by complying with the relevant laws and regula-
tions of each country and paying taxes appropriately,
while working to raise awareness through awareness
raising activities targeting each and every employee.
based on our Tax Policy.

In our global operations, we follow the OECD Trans-
fer Pricing Guidelines, among other rules, when we
conduct transactions with overseas affiliates, and the
transactions are subject to arm's length prices. We will
not arbitrarily engage in tax avoidance, such as use of
tax havens.

The Tax Policy is posted on our website under [Sustainability > Relat-
ed Policies and Guidelines.]

Basic approach

In line with the provisions in the section on fair and sound
business activities in its Code of Ethical Conduct, the ar-
tience Group appropriately manages and uses compa-
ny assets and strives for the proper management and
use of intellectual property, information, brands and
other assets. We will protect our own intellectual prop-
erty and respect the intellectual property of other com-
panies. We will focus on creating strategic intellectual
property in the process of new development.

Promotion system

The Intellectual Property Department of artience Co,
Ltd. plays a central role in the protection and manage-
ment of intellectual property, and formulation of rules
and principles in collaboration with relevant depart-
ments. "artience growth field” (Group-wide education
& training program) and other bodies provide employ-
ee education and conduct awareness-raising activi-
ties related to intellectual property.

Promotion system

The Finance & Accounting Department of artience
Co, Ltd. under the Chief Financial Officer has built the
tax governance system and works to reduce tax risks
in cooperation with the accounting departments of
Group companies.

If any tax problems arise, they will be reported to
the Board of Directors and other bodies as needed and
be dealt with appropriately in consultation with out-
side experts in a timely manner.

Relationship with tax authorities

We strive to maintain a good and healthy relationship
with the tax authority. We sincerely give explanations
to, and communicate with, the tax authority based
on facts in good faith. If there are any suggestions or
guidance from the tax authority, we identify the rea-
sons and take appropriate corrective and remedial
actions to prevent a recurrence.

HETax data
FY2022 FY2023 FY2024
t%%g"gge 2,968 3,042 4)56
(conéoliddted) million JPY million JPY million JPY
Total in . . 2913
Japan million JPY
Overseas - - 1243
total million JPY

Initiatives

The artience Group understands that intellectual
properties are key part of assets. We are working to
create, protect and make active use of intellectual
property and take measures against counterfeit prod-
ucts around the world. Procedures for the protection of
intellectual property vary from country to country. We
observe laws and regulations in separate countries to
take appropriate actions.

*Prevention of intellectual property rights infringement
We study and check patent information to prevent
our products from infringing any third party’s intellec-
tual property rights.

*Measures against counterfeit products

We adopt global anti-counterfeit measures, specifi-
cally the collection of information in separate regions
and monitoring by means of market research.

ENumber of patents held*

l!m. 2,348 patents
Overseds 1,002 patents

ENumber of registered trademarks held*

l!l'm 484 items
Overseds 1125 items

* As of December 31, 2024

Sustainability Data Book 2025



artience Group's Sustainability

Environment

Governance Data

Social

Governance

Corporate Governance

EMembers of major meeting bodies related to corporate governance

FY2021 FY2022 FY2023 FY2024 FY2025
8 9 8 9 8

Composition of the Board Gend Male
of Directors ender (persons)
Female
(persons) 2 2 s s
Percentage of
female 20.0 182 27.3 270
directors (%)
Total (persons) 10 1 1 11
By age group (%) Under 30 0 0 0 0
Age 30 to 49 0 0 0 0
Over 50 100 100 100 100
Independent
outside Director 4 5 5 7
(persons)
Composition of the Group gender (persons) Male 9 1 1 1
Management Committee
Female 0 0 0 0
Total (persons) 9 [l 1 11
Composition of Operating
Officors Gender (persons) Male 23 24 23 16
Female 0 0 0 1
Total (persons) 23 24 23 17

* Members after the annual general meeting of shareholders; except for FY2025, for which the figure is as of April 1, 2025.

HTotal amounts of remuneration, etc. by directors (FY2024)

Position

Directors (excluding directors who are members

Total amount of

remuneration, etc.
(million JPY)

Total amount of remunerction, etc. by type (million JPY)

o . Variable compensation | Transfer-restricted
Fixed compensation
8 q (performance-based [stock-based compen-|
basic compensation . .
compensation, sation

Number of

eligible persons
(persons)

§ : - 300 203 8
of the Audit & Supervisory Committee)
(outside directors) @7 @7 ()
Directors (members of the Audit and Supervisory 56 56 5
Committee) (outside directors) (30) (30) (3)
Total ) 356 259 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.

Risk Management

FY2022

Serious incidents related to information security (cases)

FY2023

Compliance
FY2022 FY2023 FY2024
Serious compliance violations (cases) 0 0 0
Violations related to corruption (cases) 0 0 0
Fines relating to corruption (JPY) 0 0 0
101
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