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The corporate governance of SHIBAURA MACHINE CO., LTD. (the “Company”) is described below.

I. Basic Views on Corporate Governance, Capital Structure, Corporate Attributes, and Other
Key Information

1. Basic Views
SHIBAURA MACHINE group Corporate Principle is "We will contribute to maximizing value for our customers around the
world". We also work to ensure that fiscal everyone is aware of this as a standard as we engage in our business from a point of
view of observing the law and act according to social and Code of Conduct. Based on these corporate principles and Code of
Conduct, the Company has established an appropriate internal control system based on the "Basic Policy on Internal Controls"
in order to increase transparency and fairness in the nomination of directors and the compensation of directors who are not audit
and supervisory committee members, the Company has established "Nomination Advisory Committee" and "Remuneration
Advisory Committee" and the Company has also established an executive officer system to separate management and execution,
clarify management responsibility, and make management decision-making and business execution more efficient and rapid,
thereby building a highly transparent corporate governance system. In addition, the Company has established a function in which
directors who are audit and supervisory committee members work together with accounting auditors and the internal audit

department to monitor management.

Reasons for Non-compliance with the Principles of the Corporate Governance Code
[Principle 2-4-1 Ensuring diversity in the promotion to core human resources, etc., and measurable goals]
We are committed to promoting diversity so that employees with diversity can fully demonstrate their abilities.
We promote person-centered recruitment and promotion regardless of gender, nationality, age, etc., and workplace placement
that is appropriate for each individual aptitude. Therefore, we do not set specific goals for each attribute.
We focus on the inheritance of technology, the acquisition of new technology, and the development of global human resources,
and strive to develop and acquire human resources that will be the foundation of our development through hierarchical education,
job-specific education, global human resources education, and company-wide common education. In addition, we have created

a professional course in the new personnel system introduced in April 2021, and are working to implement a human resources



strategy to improve corporate value in the medium to long term, such as creating an environment where excellent human resources
with specialized knowledge, including mid-career hires, can thrive.

We are also working to create a workplace environment where employees can work energetically and continue to be active in
various fields, and to promote work-life balance.

We disclose information on our efforts to develop human resources and improve the internal environment through our integrated

report and our website, etc.

Integrated Report: https://www.shibaura-machine.co.jp/en/ir/library/report/

Sustainability (Relationships with Employees): https://www.shibaura-machine.co.jp/en/sustainability/

Disclosure Based on each Principle of the Corporate Governance Code
[Principle 1-4 Cross-Shareholdings]
We believe that cooperative relationships with various companies are essential for the expansion and sustainable development of
our business. From a medium- to long-term perspective to improve our corporate value, we have a policy of holding shares that
are strategically necessary, taking into consideration their importance in terms of our business strategy and our business
relationships with our business partners.
Every year, the Board of Directors of our company reviews the appropriateness of individual cross-shareholdings, taking into
consideration the purpose of holding them, the benefits, risks, capital costs, etc. of holding them. As a result of the review, we
partially sold shares of one stock in fiscal 2025.
In addition, we will review each proposal from the perspective of improving corporate value from a medium- to long-term
perspective, our attitude toward shareholder returns, corporate governance, and social responsibility, and then exercise our voting

rights.

[Principle 1-7 Related Party Transactions]

In accordance with Article 356 of the Companies Act, conflicts of interest transactions with directors require approval by the
Board of Directors. Transactions with major shareholders, etc., are approved in accordance with the prescribed approval
regulations, just like general transactions, and the details are disclosed in securities reports, etc., in accordance with relevant laws

and regulations such as the Companies Act, the Financial Instruments and Exchange Act, and the Tokyo Stock Exchange rules.

[Principle 2-6 Roles of Corporate Pension Funds as Asset Owners]

With regard to the management of corporate pension funds we established corporate pension committee in February 2025 and
we monitor the management institutions, i.e., life insurance companies and trust banks, through quarterly pension asset
management status reports from the management institutions and appropriately manage the performance of the investment. In
addition, in order to be able to perform the functions expected of us as an asset owner, we systematically appoint and assign
personnel with appropriate qualities, and we improve our management knowledge and develop our personnel by participating in

various training programs, etc.



[Principle 3-1 Full Disclosure]

(i) We widely disclose our corporate principles, medium-term management plan, etc. on our website, etc.

(i1) We disclose our basic approach and basic policy regarding corporate governance in our Corporate Governance Report.

(iii) We publish the criteria for determining the remuneration of directors who are not and are not Audit and Supervisory
Committee members in our Corporate Governance Report. However, in order to ensure greater transparency in determining
remuneration, the Remuneration Advisory Committee, the chair of which and the majority of its members are outside officers,
etc., will deliberate and report on the remuneration of directors who are not Audit and Supervisory Committee members and will
decide the remuneration at the Board of Directors meeting. Remuneration of directors who are Audit and Supervisory Committee
members is decided through discussion by the Audit and Supervisory Committee members.

(iv) Candidates for directors are selected based on their excellent character and insight, as well as the skills and experience that
will contribute to the Company's sustainable growth and improvement of its corporate value. In addition, when making
appointments and dismissals, the Nomination Advisory Committee, the chair of which and the majority of its members are outside
directors, etc., will deliberate and report to the Board of Directors for decision.

(v) When nominating candidates for directors, the reference documents for the notice of the general meeting of shareholders will

explain the reasons for the appointment and nomination, as well as the career history of each candidate.

For more details, please refer to our website.

Corporate Principles: https://www.shibaura-machine.co.jp/en/company/rinen.html

Mid-term management plan: https://www.shibaura-machine.co.jp/en/ir/Plan.html

For the basic approach and basic policy regarding corporate governance, please refer to "I 1. Basic approach" above.

For the criteria for determining director compensation, etc., please refer to "II 1. [Director compensation] Disclosure of the policy
for determining the amount of compensation or its calculation method" below.

For the reasons for the appointment of director candidates, please refer to the reference documents for the notice of the general
meeting of shareholders.

https://www.shibaura-machine.co.jp/documents/jp/ir/library/sokai/103_e.pdf

[Supplementary Principle 3-1-3 Disclosure of sustainability initiatives and other information based on the TCFD and other
frameworks]
In our long-term vision and medium-term management plan, we disclose information on our sustainability initiatives, investments

in human capital and intellectual property, etc.

<Fundamental Policy of Sustainability>
Pursuant to our corporate principles, we are committed to realizing a sustainable society and increasing corporate value by solving
the issues of customers throughout the world using our technological strength, and by contributing to the development of key

industries.

+ We address global social issues with outstanding technologies our company possesses to solve the issues and at the same time

increase corporate value.



+ We strengthen our supply chain, taking into account the environment and human rights, which contributes to sustainable use
of resources.

+ We realize fair and highly transparent business management.

Based on the above basic policy, we view addressing sustainability issues as an important management issue that not only reduces
risks but also leads to profit opportunities, and we are actively and proactively working on it from the perspective of increasing
corporate value in the medium to long term. As the center the Sustainability Promotion Committee, chaired by the President and
CEO, discusses addressing sustainability issues and decides on policies, goals, measures, etc. The Sustainability Promotion
Committee regularly reports to the Board of Directors, which then deliberates on the content and issues, and evaluates, supervises,
and instructs the Sustainability Promotion Committee.

In June 2023, the Company endorsed the recommendations of the Task Force on Climate-related Financial Disclosures (TCFD).
We will continue to participate in the GX Future Consortium (GXFC), which was reorganized from the TCFD Consortium on

April 1, 2026, and will strive to reduce greenhouse gas (GHG) emissions.

In addition, information on sustainability initiatives, investments in human capital and intellectual property, etc. is disclosed
through the integrated report and the Company's website etc.

From now on, we will proceed with disclosure based on the SSBJ Standards.

Integrated Report: https://www.shibaura-machine.co.jp/en/ir/library/report.html

Sustainability: https://www.shibaura-machine.co.jp/en/sustainability/

[Supplementary Principle 4-1-1 Scope of Delegation of the Board of Directors]

The Board of Directors of our company decides on important matters based on the laws and regulations, the Articles of
Incorporation, and the Board of Directors Regulations (matters related to the general meeting of shareholders, matters related to
financial statements, matters related to stocks, etc., matters related to investments and loans exceeding a certain scale, etc.).

For matters that do not fall under the resolutions of the Board of Directors, business operations are carried out through approval
by the Management Committee and other meetings for each field, and procedures set forth in the prescribed internal regulations.
As a general rule, executive officers are responsible for the implementation of business operations in their respective fields as the

heads of each division, company, etc.

[Principle 4-9 Independence Standards and Qualification for Independent Directors]

When selecting candidates for independent outside directors, the Company follows the criteria set by the Companies Act and the
Tokyo Stock Exchange. In addition, the Company selects candidates who can be expected to make comments at the Board of
Directors that will contribute to improving the corporate value of the Company based on their respective capabilities and

experience.

[Supplementary Principle 4-10-1 Authority and roles of the Nomination Committee and the Compensation Committee]

The majority of our directors are independent outside directors. In order to ensure greater transparency, we have established a



Nomination Advisory Committee and Compensation Advisory Committee, the chair of which and the majority of its members
are outside directors, etc., and they deliberate on the appointment and compensation of directors and report to the Board of

Directors.

[Supplementary Principle 4-11-1 Views on the balance, diversity and size of the Board of Directors]

At present, the Company’s Board of Directors excluding directors who are Audit and Supervisory Committee members comprises
nine directors (maximum of 10 directors), and three directors who are Audit and Supervisory Committee members (maximum of
4 directors). Seven of the directors are outside directors, and two of the outside directors are Audit and Supervisory Committee
members.

The Board of Directors of the Company selects persons with corporate management experience who are well versed in
management, lawyers who are well versed in compliance and corporate legal affairs, certified public accountants who are well
versed in finance and accounting, and personnel with a high level of expertise, such as experts in IR, for Independent Outside
Director, in order to effectively fulfill its roles and responsibilities, placing emphasis on even more advanced knowledge of
finance, the ability to have dialogue with stock markets, etc. in addition to managerial, operational and technological professional
capabilities as skills that are particularly necessary in light of its management strategy, and strikes a balance between knowledge,
experience and ability for the Board of Directors overall for sound and sustainable growth while increasing the competitiveness
of its businesses.

In addition, the Company has established the Nomination Advisory Committee, which is chaired by an outside director, and the
majority of its members are outside officers. This committee deliberates on the appointment of directors and reports its findings

to the Board of Directors.

We disclose the skill Matrix on our website etc.

https://www.shibaura-machine.co.jp/en/sustainability/Governance/Governance.html

[Supplementary Principle 4-11-2 Concurrent positions held by directors]
The company discloses the concurrent positions held by directors in the notice of meeting etc.
Please refer to the notice of the general meeting of shareholders for important concurrent positions held by directors.

https://www.shibaura-machine.co.jp/documents/jp/ir/library/sokai/103_e.pdf

[Supplementary Principle 4-11-3 Effectiveness Evaluation of the Board of Directors]

The Company conducts the effectiveness evaluations of the Board of Directors with the aim of improving how it functions and,
ultimately, enhancing corporate value.

In light of recommendations received from external organizations, we conducted an effectiveness evaluation in the manner shown
in the chart below.

In April 2026, a questionnaire was issued to all directors who comprised the Board of Directors at the time. The anonymity of
the responses was ensured by having them sent directly to an external organization. Based on aggregated results reported by the
external organization, analysis, discussion, and evaluation were conducted at a meeting of the Board of Directors held in May

2026.


https://www.shibaura-machine.co.jp/en/sustainability/Governance/Governance.html
https://www.shibaura-machine.co.jp/documents/jp/ir/library/sokai/103_e.pdf

A summary of the results of the aforementioned activities is as stated below.

Based on the survey responses, we received generally positive evaluations regarding the ratio of internal to external directors,
the frequency of board meetings, open and constructive discussions, and understanding of matters to be discussed in advance.
We believe that the overall effectiveness of the board of directors is ensured. On the other hand, issues were identified as needing
to stimulate discussions on ESG and sustainability. Going forward, our Board of Directors will take this effectiveness evaluation
into account and will promptly address the issues after giving them sufficient consideration and will continue to work to improve

the functions of the Board of Directors.

[Supplementary Principle 4-14-2 Disclosure the Training Policy for Directors ]

To enhance the knowledge and abilities of its directors and enable them to fulfill their roles and functions, the Company
implements the following training programs. We organize external training specifically designed for newly appointed directors.
We also organize external training for newly appointed presidents. Further, we provide outside directors with opportunities to
deepen their understanding of the Company’s business, finances, and organization. In addition, training is provided for directors

as needed.

[Principle 5-1: Policy for Constructive Dialogue with Shareholders]

In order to ensure the sustainable growth of the company, we respond to meetings with shareholders to a reasonable extent.
We have established a policy regarding the establishment of a system and initiatives to promote dialogue with shareholders and
have disclosed this on our website. Please refer to our website for the policy regarding the establishment of a system and initiatives
to promote dialogue with shareholders and the status of dialogue with shareholders.

https://www.shibaura-machine.co.jp/en/sustainability/Social/with_shareholders and_investors.html

Action to Implement Management That Is Conscious of Cost of Capital and Stock Price
Content of Disclosure Disclosure of Initiatives (Update)

Availability of English Disclosure Available

Date of Disclosure Update June 30, 2026

Explanation of Actions

The company has accurately grasped our capital costs, and in the medium term management plan "Medium-term Management Plan

2026" announced on May 13, 2024, which was formulated based on business performance and future social and economic conditions,
we set targets for management indicators such as sales, operating profit margin, and ROE, and we explained specific measures and
progress toward achieving these targets at financial results briefings and general shareholders' meetings to deepen the understanding of

investors and shareholders. We will continue to work toward management that takes into account capital costs and stock prices.

For more information, please refer to our website.

Medium term management plan: https://www.shibaura-machine.co.jp/en/ir/Plan.html

Financial results presentation: https://www.shibaura-machine.co.jp/en/ir/library/financial_results summary material/

General meeting of shareholders: https://www.shibaura-machine.co.jp/en/ir/GeneralMeeting.html


https://www.shibaura-machine.co.jp/en/sustainability/Social/with_shareholders_and_investors.html
https://www.shibaura-machine.co.jp/en/ir/Plan.html
https://www.shibaura-machine.co.jp/en/ir/library/financial_results_summary_material/
https://www.shibaura-machine.co.jp/en/ir/GeneralMeeting.html

Integrated Reports: https://www.shibaura-machine.co.jp/en/ir/library/report.html

2. Capital Structure

Status of Major Shareholders

The Master Trust Bank of Japan, Ltd.(Trust Account) 3,919,500 16.58
Custody Bank of Japan, Ltd.(Trust Account) 2,114,000 8.94
Nomura Securities Co., Ltd. 1,026,809 4.34
Shizuoka Bank, Ltd. 596,080 2.52
Shibaura Machine Employee Stock Ownership Association 544,204 2.30
BNYM AS AGT,/CLTS NON TREATY JASDEC 535,992 2.27
Shibaura Machine Suppliers' Stock Ownership Association 487,300 2.06
STATE STREET BANK AND TRUST COMPANY 505223 442,144 1.87
BNP PARIBAS LONDON BRANCH FOR PRIME BROKERAGE 424,641 1.80
SEGREGATION ACC FOR THIRD PARTY

STATE STREET BANK AND TRUST COMPANY 505001 369,728 1.56

Supplementary Explanation

In addition to the above, the Company holds 1,173,394 shares of treasury shares (4.73% of the total issued shares).

The status of major shareholders and treasury shares above is described based on the shareholder register as of March 31, 2026.


https://www.shibaura-machine.co.jp/en/ir/library/report.html

3. Corporate Attributes
Tokyo Prime Market
March

Machinery

1,000 or more

¥100 billion or more but less than ¥1 trillion

10 or more but fewer than 50

4. Policy on Measures to Protect Minority Shareholders in Conducting Transactions with Controlling

Shareholder

5. Other Special Circumstances which may have a Material Impact on Corporate Governance

II. Business Management Organization and Other Corporate Governance Systems regarding
Decision-making, Execution of Business, and Oversight

1. Organizational Composition and Operation

Company with Supervisory Committee

Directors

14 members

1 year

President

12 members
Elected

7 members

7 members




Outside Directors’ Relationship with the Company (1)

Kiyoshi Sato From another company

Seigo Twasaki From another company

Kazumine Terawaki Lawyer

From another company

Chisa Hayakawa
Eri Itagaki From another company
Akifumi Imamura Lawyer

CPA

Shigeo Ogi
*Categories for “Relationship with the Company”.

(Use “o” when the director presently falls or has recently fallen under the category; “/A\” when the director fell under the category
in the past; “®” when a close relative of the director presently falls or has recently fallen under the category; and “ A” when a close
relative of the director fell under the category in the past.)

a. Person who executes business for the Company or its subsidiary

b. Person who executes business for a non-executive director of the Company's parent company

c. Person who executes business for a fellow subsidiary

d. Person/entity for which the Company is a major client or a person who executes business for said person/entity

e. Major client of the Company or a person who executes business for said client

f. Consultant, accounting expert, or legal expert who receives large amounts of cash or other assets from the Company in addition
to remuneration as a director/company auditor

g.  Major shareholder of the Company (in cases where the shareholder is a corporation, a person who executes business for the

corporation)
h. Person who executes business for a client of the Company (excluding persons categorized as any of d, e, or f above) (applies
to director him/herself only)
Person who executes business for another company that holds cross-directorships/cross-auditorships with the Company (applies
to director him/herself only)
Person who executes business for an entity receiving donations from the Company (applies to director him/herself only)
Other

—-

~

Outside Directors’ Relationship with the Company (2)

Kiyoshi Outside Director of Mazda Motor & Kiyoshi Sato possesses an impressive
Sato Corporation character and knowledge, and the Company
There is no special interest between | expects that he will provide advice and

Mazda Motor Corporation, at which | recommendations to ensure the adequacy

he is engaged in his main concurrent | and appropriateness of business execution

posts, and the Company. by utilizing his extensive experience and

knowledge gained as an officer for other

companies, including overseas business.

Accordingly, we have appointed him as an

outside director and an independent



Seigo

Iwasaki

Kazumine

Terawaki

Chisa

Hayakawa

Eri Itagaki

There 1s no special interest

between him and the Company.

Shin Bell Law Office Lawyer
Outside Director of Kajima
Corporation

There is no special interest between
Kajima Corporation, at which he is
engaged in his main concurrent

posts, and the Company.

Outside Director of Milbon Co.,
Litd.

There is no special interest between
Milbon Co., Ltd., at which she is
engaged in her main concurrent

posts, and the Company.

There is no special interest

between her and the Company.
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executive officer.

Seigo Iwasaki possesses an impressive
character and knowledge, and the Company
expects that he will provide advice and
recommendations to ensure the adequacy
and appropriateness of business execution
by utilizing his extensive experience and
knowledge gained as an officer for other
companies. Accordingly, we have appointed
him as an outside director and an
independent executive officer.

Kazumine  Terawaki  possesses  an
impressive character and knowledge, and
the Company expects that he will provide
advice and recommendations to ensure the
adequacy and appropriateness of business
execution by utilizing his extensive
experience and knowledge gained as a
public prosecutor and lawyer, and as an
outside officer for other companies.
Accordingly, we have appointed him as an
outside director and an independent
executive officer.

Chisa Hayakawa possesses an impressive
character and knowledge, and the Company
expects that she will provide advice and
recommendations to ensure the adequacy
and appropriateness of business execution
by utilizing her expertise as a certified tax
accountant and a securities analyst and her
extensive experience and knowledge gained
through wide-ranging business execution.
Accordingly, we have appointed her as an
outside director and an independent
executive officer.

Eri Itagaki possesses an impressive
character and knowledge, and the Company

expects that she will provide advice and



Akifumi

Imamura

Shigeo
Ogi

Lawyer of Hibiki Law Office

Audit and Supervisory Committee
Member/Outside Director of JBCC
Holdings Inc.

Outside Audit and Supervisory
Board Member of Otomo Logistics
Service Co., Ltd.

There is no special interest between
JBCC Holdings Inc. Otomo
Logistics Service Co., Ltd., and
KYOWA Co., Ltd. at which he is
engaged in his main concurrent
posts, and the Company.

Ogi Certified Public Accountant
Office

Outside Audit and Supervisory
Board Member of ALCONIX
CORPORATION

There is no special interest between
ALCONIX CORPORATION, at
which he is engaged in his main

concurrent post, and the Company.
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recommendations to ensure the adequacy
and appropriateness of business execution
by utilizing her expertise in the field of
accounting gained through years of
experience at a major audit firm and a
certified public accountant’s office and
extensive experience and knowledge gained
as an outside officer for other companies.
Accordingly, we have appointed her as an
outside director and an independent
executive officer.

Akifumi Imamura has an impressive
character and knowledge, and we expect
that he will be able to reflect his extensive
experience and knowledge gained as a
lawyer and an outside officer for other
companies. Accordingly, we have appointed
him as an outside director who is an Audit
and Supervisory Committee Member and an

independent executive officer.

Shigeo Ogi has an impressive character and
knowledge, and we expect that he will be
able to reflect his extensive experience and
knowledge gained as a certified public
accountant and an outside officer for other
companies. Accordingly, we have appointed
him as an outside director who is an Audit
and Supervisory Committee Member and an

independent executive officer.



Supervisory Committee

Composition of Supervisory Committee and Attributes of the Chairperson

Inside Director

Appointed

Matters Concerning Independence of Said Directors and/or Staff from Executive Officers/Reasons for Adopting Current
System

We have appointed employees to assist the Audit and Supervisory Committee in its work. These employees are not under the
command of the Directors (excluding Directors who are Audit and Supervisory Committee Members) and perform their duties

under the instructions of the Audit and Supervisory Committee Members.

Cooperation among the Supervisory Committee, Accounting Auditors and Internal Audit Department

Our audit and supervisory committee hold advance discussions on the accounting auditor's audit policy and audit plan, hears
reports on the results of the first and third quarters, receiving reports on the second quarter interim review and the end of the
fiscal year audit, exchanges opinions as necessary to maintain close cooperation, strive to improve the quality and efficiency of
audits. In addition, the audit and supervisory committee regularly exchanges information with the internal audit department and
cooperates with it.

The term of office for directors who serve as audit and supervisory committee members is two years.

Voluntary Established Committee(s)

Established

Status of Voluntarily Established Committee(s), Attributes of Members Constituting the Committee and the Committee

Chairperson

Nomination
Outside
Advisory Director
Committee
Remuneration 5 0 1 4 0 0 i
Outside
Advisory Committee Director

12



I Supplementary Explanation

The Nomination Advisory Committee and the Remuneration Advisory Committee have been established as advisory bodies to
the Board of Directors. In order to ensure the transparency and fairness of decision-making by the Board of Directors, etc., the
majority of the members of both advisory committees are outside directors, etc. In addition, an outside director, etc., is appointed

as the chairperson.

[Nomination Advisory Committee] (April 1, 2025 to March 31, 2026)

<Composition> Meeting status and attendance

Chairperson | Outside Director Kiyoshi Sato 3 out of 3 meetings (100%)

Member Outside Director Seigo Iwasaki 3 out of 3 meetings (100%)

Member Outside Director Chisa Hayakawa 3 out of 3 meetings (100%)

Member Outside Director Akifumi Imamura 3 out of 3 meetings (100%)
Audit and Supervisory Committee member

Member Representative Director and President Shigetomo Sakamoto 3 out of 3 meetings (100%)

Notel. In fiscal 2025, the Nomination Advisory Committee met three times.

<Agenda Items>

1. Personnel matters related to the Company’s directors

2. Personnel matters related to the Company’s representative directors and executive directors

3. Plan for training candidates for the position of director

4. Personnel matters related to the Company’s executive officers

5. Personnel matters related to the Company’s the chief executive officer, the chief operating officer, and the chief financial
officer

6. Establishment, revision, or abolition of important rules and regulations related to each of the preceding items

7. Other important personnel matters on which the Board of Directors seeks advice

[Compensation Advisory Committee] (April 1, 2025 to March 31, 2026)

<Composition> Meeting status and attendance
Chairperson | Outside Director Seigo Iwasaki 4 out of 4 meetings (100%)
Member Outside Director Kiyoshi Sato 4 out of 4 meetings (100%)
Member Outside Director Kazumine Terawaki | 4 out of 4 meetings (100%)
Member Outside Director Shigeo Ogi 4 out of 4 meetings (100%)

Audit and Supervisory Committee member

Member Representative Director and President Shigetomo 4 out of 4 meetings (100%)

Sakamoto

Notel. In fiscal 2025, the Remuneration Advisory Committee met four times.
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<Agenda Items>

1. The Company’s system for the compensation of directors

2. Specific amounts of compensation for individual directors of the Company, excluding directors who are Audit and Supervisory
Committee members

3. Establishment, revision, or abolition of important rules and regulations related to each of the preceding items

4. Other important director compensation matters on which the Board of Directors seeks advice

Matters Concerning Independent Directors

Number of Independent Directors 7 members

Other Matters Concerning Independent Directors

Incentives

Implementation Status of Measures related to
Introduction of Performance-linked Remuneration Scheme
Incentives Granted to Directors

Supplementary Explanation for Applicable Items

1. Basic Policy on Stock Compensation Plan

The stock compensation plan provides stock compensation to eligible directors— namely, directors other than outside directors
or directors who are Audit and Supervisory Committee members—to increase the linkage between the compensation of eligible
directors and the medium- to long-term performance of the Company.

It also promotes a shared interest among eligible directors and shareholders, with the aim of providing an incentive to achieve the
performance targets of the medium-term management plan and sustainably enhance corporate value. We introduced in accordance
with the following basic principles.

(1) With a view to increasing corporate value over the medium to long term by transforming into a highly profitable company
and sustaining growth, the Company shall provide fixed compensation, in the form of basic compensation, as well as variable
compensation that establishes a sound incentive through the combination in appropriate proportions of (i) stockbased
compensation subject to continuous service, (ii) cash bonuses linked to short-term performance, and (iii) stock compensation
linked to medium- to long-term performance.

(2) A strong incentive to achieve performance targets shall be established by linking the Company’s medium-term management
plan with stock compensation.

(3) To ensure that directors share with shareholders the benefits and risks of share price fluctuations, the proportion of stock

compensation shall be increased, and directors shall be encouraged to hold more shares.

Note: The same restricted stock compensation system as that for eligible directors is also implemented for executive officers with

specific titles.
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Outside directors: To ensure their independence, all outside directors receive basic compensation but do not receive performance-

linked compensation.

Directors who are Audit and Supervisory Committee members: Such directors only receive basic compensation given their role,

which primarily entails conducting legal compliance audits.

2. Details of the Stock Remuneration Plan

1) The Continuous Service-type Restricted Share-based Remuneration Plan

Under the Plan, the Company shall grant Eligible Directors with monetary remuneration claims for the allocation of restricted
shares, and, by having the Eligible Directors make contribution in kind to the Company using all the monetary remuneration
claims as contributed assets, shall issue or dispose of its common shares to the Eligible Directors and allow them to hold such
shares. The Plan is the “continuous service-type restricted share-based remuneration,” which requires the Eligible Director’s
continuous service for a certain period as the Company’s Director in order for the transfer restriction to be lifted. As a general
rule, the date on which transfer restriction is lifted and the retirement date of a respective Director are one and the same.

The total number of common shares to be issued or disposed of by the Company under the Plan shall be set at a number not
exceeding 19,000 shares annually. However, if a share split of the Company’s common shares (including an allotment without
contribution of the Company’s common shares) or share consolidation of the shares on and after the date of resolution by this
General Meeting of Shareholders, or in any similar event that would make it necessary to adjust the maximum total number of
shares to be allotted, the Company may rationally adjust the maximum total number of shares to be allotted.

The amount to be paid in per share shall be determined by the Board of Directors based on the closing price of the Company’s
common share on the Tokyo Stock Exchange on the business day immediately prior to each date of resolution by the Board of
Directors concerning the issuance or disposal of the shares (if there is no transaction on such date, the closing price of the closest

preceding trading day), which will be within the range not specially advantageous to Eligible Directors.

The issuance or disposal of the common shares under the Plan is carried out, as a general rule, on an annual basis and the number
of shares predetermined by the Board of Directors on the basis of an Eligible Director’s position are delivered as restricted shares.
The amount of monetary remuneration claims granted to the Eligible Directors shall be the amount to be paid per share of such
share-based remuneration multiplied by the number of shares to be delivered. For the issuance or disposal of the common shares
of the Company, an agreement on allotment of restricted shares that includes the content outlined below (the “Allotment
Agreement I”), shall be entered into between the Company and each Eligible Director.

(i) The Eligible Director shall not transfer, create a security interest in, or otherwise dispose of the common shares of the Company
allotted under the Allotment Agreement I (the “Allotted Shares I”’) for the period from the payment date of the Allotted Shares I
until the time that the Eligible Director retires from the position predetermined by the Board of Directors of the Company (the
“Restriction Period”).

(i1) In the event that the Eligible Director retires from the position, which is specified in (i) above, before the expiration of the
scheduled period for service specified by the Board of Directors during the Restriction Period (the “Service Provision Scheduled
Period”), the Company shall acquire, by rights, the Allotted Shares I without contribution, unless there is a reason that the Board

of Directors deems justifiable. The Company shall also acquire the Allotted Shares I for no consideration in any other cases where
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the Board of Directors of the Company decides that it is appropriate for the Company to acquire all or a portion of the Allotted
Shares I for no consideration.

(ii1) The Company shall lift the Restriction of all of the Allotted Shares I upon expiration of the Restriction Period, on the condition
that the Eligible Director has remained in the position, which is specified in (i) above, throughout the Service Scheduled Provision
Period. However, if the Eligible Director retires from the position as provided in (i) above before the expiration of the Service
Provision Scheduled Period due to the reason the Board of Directors of the Company deems justifiable, which is specified in (ii)
above, the Company shall rationally adjust the number of the Allotted Shares I on which the Restriction is to be lifted, and the
timing of lifting the Restriction as needed.

(iv) The Company shall acquire, by rights, without contribution the Allotted Shares I on which the Restriction has not been lifted
at the expiration of the Restriction Period in accordance with the provision of (iii) above.

(v) Notwithstanding the provision of (i) above, if, during the Restriction Period, a matter relating to “Reorganization” (as defined
below) is approved by a General Meeting of Shareholders of the Company (or the Company’s Board of Directors in cases where
approval by a General Meeting of Shareholders is not required with respect to said Reorganization), the Company shall, prior to
the effective date of said Reorganization, lift the Restriction on a number of the Allotted Shares I as rationally determined by
resolution of the Company’s Board of Directors and taking into account the period from the commencement date of the Service
Provision Period until the date of approval for said Reorganization. Such “Reorganization” shall collectively refer to the following
matters: a merger agreement whereby the Company is a disappearing entity; a share exchange agreement, a share transfer plan or
other type of reorganization whereby the Company becomes a wholly owned subsidiary of another company.

(vi) In cases provided for in (v) above, the Company shall acquire, by rights, without contribution the Allotted Shares I on which
the Restriction has not been lifted as of the time immediately after the Restriction was lifted in accordance with the provisions in
(v) above.

(vii) Other matters regarding Allotment Agreement I shall be determined by the Board of Directors of the Company.

2) The Performance-linked Restricted Share-based Remuneration Plan

Under the Plan, the Company shall grant Eligible Directors with monetary remuneration claims for the allocation of restricted
shares, and, by having the Eligible Directors make contribution in kind to the Company using all the monetary remuneration
claims as contributed assets, shall issue or dispose of its common shares to the Eligible Directors and allow them to hold such
shares. The Plan is the “performance-linked and restricted share-based remuneration,” in which the number of restricted shares
to be granted varies in accordance with the achievement level of the performance targets established in advance by the Board of
Directors. As a general rule, the date on which transfer restriction is lifted and the retirement date of a respective Director are one
and the same.

The total number of common shares to be issued or disposed of by the Company under the Plan shall be set at a number not
exceeding 22,000 shares annually. However, if a share split of the Company’s common shares (including an allotment without
contribution of the Company’s common shares) or share consolidation of the shares on and after the date of resolution by this
General Meeting of Shareholders, or in any similar event that would make it necessary to adjust the maximum total number of
shares to be allotted, the Company may rationally adjust the maximum total number of shares to be allotted.

The amount to be paid in per share shall be determined by the Board of Directors based on the closing price of the Company’s

common share on the Tokyo Stock Exchange on the business day immediately prior to each date of resolution by the Board of
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Directors concerning the issuance or disposal of the shares (if there is no transaction on such date, the closing price of the closest

preceding trading day), which will be within the range not specially advantageous to Eligible Directors

The issuance or disposal of the common shares under the Plan is carried out, as a general rule, after the end of each fiscal year
that forms the target period for performance evaluation, and the number of shares predetermined by the Board of Directors on the
basis of an Eligible Director’s position are multiplied by the level of achievement of the performance benchmarks predetermined
by the Board of Directors as of the end of the fiscal year (the “Performance-based Payout Ratio”) and delivered as restricted
shares. The amount of monetary remuneration claims granted to the Eligible Directors shall be the amount to be paid per share
of such share-based remuneration multiplied by the number of shares to be delivered.

Moreover, the Company may rationally adjust the number of shares to be delivered in accordance with the period of service of

an Eligible Director during the fiscal year.

For the issuance or disposal of the common shares of the Company, an agreement on allotment of performance-linked and
restricted shares that includes provisions, as outlined below (the “Allotment Agreement II”) shall be entered into between the
Company and Eligible Directors. The contents are to include the following items.

(1) The Eligible Director shall be subject to transfer restrictions for the common shares of the Company allotted under the
Allotment Agreement II (the “Allotted Shares II””) for the period from the payment date of the Allotted Shares II until the time
that the Eligible Director retires from the position predetermined by the Board of Directors of the Company (the “Restriction
Period”).

(i1) The Company shall acquire the Allotted Shares II for no consideration in any other cases where the Board of Directors of the
Company decides that it is appropriate for the Company to acquire all or a portion of the Allotted Shares II for no consideration.
(iii) The transfer restrictions for all of the Allotted Shares II shall be cancelled only in the event that the relevant Director resigns
from the position stipulated in (i) above due to the expiration of their term of office, death, or other reasons deemed justifiable by
the Board of Directors of the Company.

(iv) The Company shall acquire, by rights, without contribution the Allotted Shares II on which the Restriction has not been lifted
at the expiration of the Restriction Period in accordance with the provision of (iii) above.

(v) Notwithstanding the provisions of (i) above, if, during the Restriction Period, approval has been granted for matters relating
to a Reorganization by a General Meeting of Shareholders of the Company (or the Company’s Board of Directors in cases where
approval by a General Meeting of Shareholders is not required with respect to said Reorganization), the Company shall, by a
resolution of the Board of Directors of the Company, cancel the transfer restrictions with respect to the Allotted Shares II prior to
the effective date of the Reorganization in question.

(vi) Other matters regarding Allotment Agreement II shall be determined by the Board of Directors of the Company.

The Company shall deliver common shares not subject to the Restriction of a number calculated using the same formula as that
aforementioned if an Eligible Director retires from his or her position, which is specified in (i) above, due to expiration of his or
her term of office on or before the date of the first Ordinary General Meeting of Shareholders held after the end of each fiscal
year, or on other legitimate grounds. Furthermore, in the case of an Eligible Director’s retirement through death on or before the

date of the first Ordinary General Meeting of Shareholders held after the end of each fiscal year, an amount of money equivalent
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to the monetary remuneration claims that were planned to be paid for the granting of restricted shares shall be paid to the
inheritors.

The Company will not deliver shares if an Eligible Director retires from his or her position, which is specified in (i) above, before
the end of each fiscal year, or has been involved in certain types of misconduct.

In addition, the Company shall not deliver shares if, before the end of each fiscal year, approval has been granted for matters
relating to a Reorganization by a General Meeting of Shareholders of the Company (or the Company’s Board of Directors in
cases where approval by a General Meeting of Shareholders is not required with respect to said Reorganization; however, this

shall apply only if the effective date of said Reorganization is scheduled prior to the date of share delivery under the Plan).

Persons Eligible for Stock Options

I Supplementary Explanation for Applicable Items

Director Remuneration
Status of Disclosure of Individual Director’s = No Disclosure for any Directors

Remuneration

I Supplementary Explanation for Applicable Items

Compensation of Directors in Fiscal 2025

Total Total Compensation by Type (¥ Million) Directors
Compensation | Basic Bonuses Performance- | Continuous (Persons)
(¥ Million) Remuneration linked Service-type
Restricted Restricted
Share-based Share-based
Remuneration | Remuneration
Directors  (excluding | 204 171 14 4 15 9
Audit and Supervisory
Committee Members)
(Of Whom, Outside | (50) (50) ) ) () ®)
Directors)
Directors  (excluding | 42 42 - - - 3
Audit and Supervisory
Committee Members)
(Of Whom, Outside | (19) 19) “) “) () 2)
Directors)
Total 246 213 14 4 15 12
(Of Whom, Outside | (69) (69) ) ) () @)
Directors)
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Notes)

1. The amount of remuneration, etc. for directors (excluding audit and supervisory committee members) does not include the
employee salaries of directors who also serve as employees. There were no directors who also served as employees in the fiscal
year ended March 2026.

2. The performance indicators for monetary remuneration (cash bonus) are the consolidated operating profit margin, consolidated
ROE (return on equity) and ROIC (return on invested capital) for the fiscal year ending March 2026. These performance indicators
were selected because they are indicators of the sustainable improvement of corporate value. The calculation method for the
amount of monetary remuneration (cash bonus) is as described below in "II 1. [Director Remuneration] Disclosure of Policy on
Determining Remuneration Amounts and Calculation Methods." and the annual performance-based payout rate will range from
0% to 200% depending on the performance of the consolidated operating profit margin, consolidated ROE and consolidated
ROIC for each fiscal year. The actual results for these performance indicators are a consolidated operating profit margin of 3.3%,
a consolidated ROE (return on equity) of 0.9%, a consolidated ROIC (return on invested capital) 2.7%.

3. The based-on Performance-linked Restricted Share-based Remuneration are the consolidated operating profit margin,
consolidated ROE (return on equity) and ROIC (return on invested capital). These performance indicators were selected because
they are indicators of the sustainable improvement of corporate value. The calculation method for the amount of monetary
remuneration (cash bonus) is as described below in "II 1. [Director Remuneration] Disclosure of Policy on Determining
Remuneration Amounts and Calculation Methods." and the annual performance-based payout rate will range from 0% to 200%
depending on the performance of the consolidated operating profit margin, consolidated ROE and consolidated ROIC for each
fiscal year. The actual results for these performance indicators are a consolidated operating profit margin of 3.3%, a consolidated
ROE (return on equity) of 0.9%, a consolidated ROIC (return on invested capital) 2.7%.

4. The amount of Performance-linked Restricted Share-based Remuneration is the amount recorded as an expense for the fiscal
year ended March 31, 2026.

5. The based on Performance-linked Restricted Share-based Remuneration is the Company's shares, and the terms and conditions
of allocation are as described above in "II 1. [Incentives] Supplementary Explanation for Applicable Items” and below in "II 1.
[Director Remuneration] Disclosure of the policy for determining the amount of compensation or its calculation method". In
addition, 5,060 shares were issued to four directors (excluding audit and supervisory committee members and outside directors)
in the fiscal year ended March 2026.

6. The Based on Continuous Service-type Restricted Share-based Remuneration is the Company's shares, and the terms and
conditions of allocation are as described above in "II 1. [Incentives] Supplementary Explanation for Applicable Items” and below
in "II 1. [Director Remuneration] Disclosure of the policy for determining the amount of compensation or its calculation method".
In addition, 4,521 shares were issued to four directors (excluding audit and supervisory committee members and outside directors)
in the fiscal year ended March 2026.

7. The amount of monetary compensation for directors (excluding audit and supervisory committee members) was resolved at
the 97th Ordinary General Meeting of Shareholders held on June 29, 2020 to be within 450 million yen per year (including 150
million yen per year for outside directors) (excluding the salary of directors who also serve as employees). The number of directors
(excluding audit and supervisory committee members) at the conclusion of the said Ordinary General Meeting of Shareholders
is 9 (including 5 outside directors).

8. Separate from monetary compensation, at the 101st Ordinary General Meeting of Shareholders held on June 24, 2024, it was
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resolved that the amount of stock compensation for directors (excluding audit and supervisory committee members and outside
directors) will be within 63 million yen per year for the service-type restricted share-based remuneration, with the upper limit of
the number of shares being 19,000 shares per year, and that a restricted stock allocation agreement will be concluded between the
Company and the applicable directors when the continuous-service type restricted stock is issued or disposed of. The outline of
the allocation agreement is as stated above in "II 1. [Incentives] Supplementary Explanation for Applicable Items " In addition,
at the general meeting of shareholders, it was resolved that the amount of performance-linked restricted share-based remuneration
for directors (excluding audit and supervisory committee members and outside directors) will be within 126 million yen per year,
the upper limit of the number of shares will be within 22,000 shares per year, and that a performance-linked restricted stock
allocation agreement will be concluded between the Company and the eligible directors when issuing or disposing of
performance-linked restricted share-based. The outline of the allocation agreement is as stated above in "II 1. [Incentives]
Supplementary Explanation for Applicable Items." The number of eligible directors at the time of the conclusion of the general
meeting of shareholders is four.

9. The remuneration limit for directors who are audit and supervisory committee members was resolved to be within 150 million
yen per year at the 96th Ordinary General Meeting of Shareholders held on June 21, 2019. As of the conclusion of the said General

Meeting of Shareholders, the number of directors who are audit and supervisory committee members is three.

Policy on Determining Remuneration Amounts and
Established
Calculation Methods

I Disclosure of Policy on Determining Remuneration Amounts and Calculation Methods

The outline of the policy for determining the content of individual directors' remuneration is as follows:

1. Policy for determining the amount or calculation method of individual directors' (excluding audit and supervisory committee
member) remuneration (excluding remuneration set forth in 2 and 3 below) (including policy for determining the timing or
conditions for awarding remuneration) (including policy for determining the timing or conditions for awarding remuneration)

The Company's directors are paid monthly remuneration based on their position, and the level is an appropriate level
commensurate with their management ability and responsibilities, taking into consideration the standards of the machinery

industry, such as molding machines and machine tools, and consistency with the treatment of employees.

2. Policy for determining the content of performance indicators for performance-linked remuneration, etc., and the calculation
method for the amount or number of performance-linked remuneration, etc., among individual directors' remuneration (including
policy for determining the timing or conditions for awarding remuneration)

(1) Monetary remuneration (cash bonus)

Performance-linked remuneration to improve the Company's performance is paid at a certain time each fiscal year as monetary
remuneration (cash bonus) for internal directors. The monetary compensation will be calculated based on quantitative
performance and qualitative evaluation, and the quantitative performance indicators will be consolidated operating profit margin,
consolidated ROE (return on equity), and consolidated ROIC (return on invested capital), which are indicators of sustainable

improvement in corporate value. The level of performance-linked compensation will be set at an appropriate level commensurate
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with management ability and responsibility, taking into consideration the standards of the machinery industry, such as molding
machines and machine tools, and consistency with employee treatment, and will be calculated using the following formula:
Cash bonus amount = basic compensation by position x annual performance payment rate

Annual performance payment rate = payment rate based on consolidated operating profit margin for the fiscal year x 60% +
payment rate based on consolidated ROE (return on equity) for the fiscal year x 20% + payment rate based on consolidated ROIC

(return on invested capital) for the fiscal year x 20%

(2) Performance-linked restricted share-based remuneration

The share remuneration will be paid shares by multiplying the number of shares determined based on the position of the applicable
director (hereinafter referred to as the "basic number of shares by position") by the achievement level of the performance
indicators determined in advance by the Board of Directors at the end of the fiscal year (performance-based payment rate).

The performance-based payment rate will be determined by the Board of Directors, but it will be calculated using the following
formula.

Performance-based payment rate = payment rate based on consolidated operating profit margin for the fiscal year x 60% +
payment rate based on consolidated ROE (return on equity) for the fiscal year x 20% + payment rate based on consolidated ROIC
(return on invested capital) for the fiscal year x 20%

-The performance-based payment rate will range from 0% to 200% depending on the performance of the consolidated operating
profit margin, consolidated ROE and consolidated ROIC for each fiscal year.

-The performance-based payment rate will be reviewed each time a new medium-term management plan is formulated.

The stock compensation will be paid by granting monetary compensation claims to the applicable directors based on a resolution
of the Board of Directors and having them contribute all of the monetary compensation claims to the company as in-kind assets.
The number of basic shares by rank for the Eligible Directors shall be fixed during the mid-term management plan period, and
the target amount by rank for the Eligible Directors shall be divided by the closing price of the Company's common stock on the
Tokyo Stock Exchange on the business day preceding the date of the Board of Directors' resolution regarding the issuance or
disposal of the shares related to the stock compensation in the first year of the mid-term management plan period (if no transaction
is made on that day, the closing price on the most recent trading day preceding that). The amount of monetary compensation
claims to be granted to the Eligible Directors shall be the amount obtained by multiplying the issue price per share of the stock
compensation by the number of shares to be paid. The issue price per share of the stock compensation shall be determined by the
Board of Directors within a range that is not particularly advantageous to the Eligible Directors, based on the closing price of the
Company's common stock on the Tokyo Stock Exchange on the business day preceding the date of each Board of Directors'
resolution (if no transaction is made on that day, the closing price on the most recent trading day preceding that). The date on

which the transfer restrictions are lifted shall, in principle, be the date on which the director retires.

3. Policy regarding the determination of the content of non-monetary compensation, etc., the amount or number of non-monetary
compensation, etc., or the calculation method of such non-monetary compensation, etc., among the compensation for individual
directors (including the policy regarding the determination of the timing or conditions of granting compensation, etc.)

(1) Performance-linked restricted share-based remuneration
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Same as 2. (2) above.

(2) Continuous Service-type restricted share-based remuneration

As stock compensation for internal directors, in principle, the continuous service-type restricted share-based remuneration, which
is subject to the release of transfer restrictions on the condition of serving as a director of the Company for a certain period of
time, is paid annually. The delivery of such stock compensation is carried out by granting monetary remuneration claims to the
eligible directors based on the resolution of the Company's Board of Directors and having them contribute all of such monetary
compensation claims to the Company as in-kind assets. The number of shares to be paid to each Eligible Director by position
shall be fixed during the period of the medium-term management plan, and shall be the target amount for each Eligible Director
by the position of the Eligible Director divided by the closing price of the Company's common stock on the Tokyo Stock Exchange
on the business day preceding the date of the Board of Directors' resolution regarding the issuance or disposal of the shares related
to the stock compensation in the first year of the medium-term management plan period (if no transaction is made on that day,
the closing price on the most recent trading day preceding that). The amount of monetary compensation claims to be granted to
the Eligible Director shall be the amount obtained by multiplying the issue price per share of the stock compensation by the
number of shares to be paid. The issue price per share of the stock compensation shall be determined by the Board of Directors
within a range that is not particularly advantageous to the Eligible Director based on the closing price of the Company's common
stock on the Tokyo Stock Exchange on the business day preceding the date of each Board of Directors' resolution (if no transaction
is made on that day, the closing price on the most recent trading day preceding that).

The date on which the transfer restrictions are lifted shall, in principle, be the date on which the Director retires.

4. Policy for determining the ratio of each remuneration amount to the amount of individual remuneration of directors

The ratio of the amount of remuneration of individual internal directors in the director remuneration system is based on the basic
policy of combining monthly remuneration (basic remuneration) as fixed remuneration and variable remuneration (i) stock
remuneration conditional on continued employment, (ii) cash bonus linked to short-term performance, and (iii) stock
remuneration linked to medium- to long-term performance in an appropriate ratio to function as a healthy incentive, and is
assumed to be fixed remuneration (basic remuneration): continuous service-type restricted share-based remuneration:
performance-linked remuneration (cash bonus): performance-linked restricted share-based remuneration = 55%: 10%: 25%: 10%

(Note that outside directors will only receive basic remuneration.)

5. Policy for delegation of decision-making regarding the content of individual directors' remuneration, etc.

(1) Monetary remuneration (monthly remuneration and cash bonus)

The Representative Director and Chairman (or the President and Representative Director, if there is no Chairman) shall be
delegated the specific content of the remuneration amount for each individual based on a resolution of the Board of Directors,
and the content of the authority shall be the evaluation and allocation of bonuses based on the amount of monthly remuneration
for each director and the performance of the business in charge of the internal director. The Board of Directors shall receive a
report from the Remuneration Advisory Committee so that the authority is appropriately exercised by the Representative Director

and Chairman(or the President and Representative Director, if there is no Chairman).
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(2) Stock remuneration (Continuous Service-type and performance-linked restricted share-based remuneration)

The Representative Director and Chairman (or the President and Representative Director, if there is no Chairman) shall be
delegated the specific content of the remuneration amount for each eligible director based on a resolution of the Board of
Directors, and the content of the authority shall be the allocation of the target amount by position, the number of basic shares by
position, the number of shares to be paid, and the amount of the remuneration claim to be paid as in-kind contribution assets for
each eligible director's restricted stock remuneration. The Board of Directors will receive recommendations from the
Compensation Advisory Committee to ensure that the Chairman (or the President and Representative Director, if there is no

Chairman) of the Board exercises this authority appropriately.

6. Other important matters regarding the determination of the content of individual directors' compensation, etc.
When the Company's business performance deteriorates or when a director causes a scandal, payment of part of the executive

compensation of each director may be suspended.

Support System for Outside Directors

Outside directors receive necessary information in advance and use their extensive experience and high level of expertise to raise
issues and propose improvements at board meetings, etc., which has led to more active board meetings.

Our outside directors request information and materials from relevant departments regarding additional information necessary
for the performance of their duties, and the departments requested to provide information provide the requested information,
materials, etc. as appropriate. Outside directors who are audit and supervisory committee members exercise their investigative
authority based on the audit plan or as necessary, requesting information and materials from the relevant departments, and the
departments requested to provide information provide the requested information, materials, etc. as appropriate.

In addition, directors who are audit and supervisory committee members work with the internal audit department as appropriate

to collect information.
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2.

Matters Concerning Functions of Business Execution, Auditing and Supervision, Nomination, and

Remuneration Decisions (Overview of Current Corporate Governance System)

We have adopted a system of a company with an audit and supervisory committee, have appointed seven highly independent
outside directors to strengthen the audit function of management. We also work effectively with the internal audit department and

accounting auditors to build a corporate governance system.

1. Board of Directors

The Company’s Board of Directors comprises nine directors (excluding directors who are Audit and Supervisory Committee
members), of whom five are outside directors, and three directors who are Audit and Supervisory Committee members, of whom
two are outside directors. As well as regular monthly meetings of the Board of Directors, extraordinary Board meetings are
convened as required. In addition to deliberating, making decisions, and reporting on the stipulations of statutory laws and
regulations and the Company’s Articles of Incorporation as well as important business matters, the Board of Directors develops
the internal control system and ensures its effectiveness. Furthermore, the Company has designated the seven aforementioned
outside directors as independent officers.

Also, the Nomination Advisory and Remuneration Advisory committees have been established as advisory committees to the
Board of Directors. The former deliberates on matters concerning the Company’s directors and other important personnel matters,
while the latter deliberates on the remuneration of the Company’s directors, excluding directors who are Audit and Supervisory
Committee members, with both committees reporting their findings to the Board of Directors. Further, both of these committees
are chaired by outside officers.

2. Management Strategy Meetings/Management Meetings

The Management Strategy and Management meetings are both held monthly to deliberate, report on, and determine management
policies and strategies as well as to deliberate, make decisions, and report on important matters related to business execution.

3. Board of Audit and Supervisory Committee (effort to improve functionality of auditors)

The Company’s Audit and Supervisory Committee has three members, of whom two are outside directors and one is a full-time
member. By attending meetings of the Board of Directors and other important meetings, Audit and Supervisory Committee
members, who have voting rights, are able to audit and supervise the execution of duties by directors. In addition, the Audit and
Supervisory Committee closely coordinates with the accounting auditor and the Internal Auditing Department to put system of
auditing business management.

4. Internal Auditing Department

The Internal Auditing Department verifies the legality and appropriateness of business activities, reports audit results to the
representative directors, and provides guidance if there are any matters requiring improvement. Further, the Internal Auditing
Department comprises 15 members and is under the direct control of the representative directors. The Internal Auditing
Department shares information with the Audit and Supervisory Committee and the accounting auditor in a timely manner, submits
reports to the Audit and Supervisory Committee as required, and promotes mutual coordination with the committee.

5. Accounting Auditor and Lawyer

The Company has engaged Ernst & Young ShinNihon LLC to conduct fair, appropriate accounting audits. In addition, the

Company receives timely advice from a consulting lawyer when legal decisions are required.
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Reasons for Adoption of Current Corporate Governance System

We have adopted the audit and supervisory committee system, which we believe is effective in ensuring the effectiveness of
corporate governance. Of the three audit and supervisory committee members (two of whom are external), one is a full-time audit
and supervisory committee member who works with the internal audit department, which regularly conducts internal business
audits, and attends important meetings such as management strategy meetings and management meetings, expressing his/her
opinions as appropriate. In addition, at the board of directors, the seven external directors, who make up the majority of the
members, utilize their expertise and business experience to ensure the rationality of our decision-making and improve the
supervisory function for the directors' execution of their duties. Furthermore, by clearly separating the supervisory function for
management from the execution of business functions through the executive officer system, we are able to speed up and streamline

decision-making.
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III. Implementation of Measures for Shareholders and Other Stakeholders

1. Measures to Vitalize General Meeting of Shareholders and Facilitate Exercise of Voting Rights

2. Status of IR-related Activities

We endeavor to send out the notice of the general meeting of shareholders as
carly as possible so that shareholders can fully examine the proposals for the
meeting.

We recognize that the general meeting of shareholders is a forum for
constructive dialogue with shareholders and strive to set the date of the meeting
so that as many shareholders as possible can attend and participate.

Starting with the general meeting of shareholders held in June 2016, we have
implemented the electronic exercise of voting rights.

In consideration of the voting rights of institutional investors, we have
implemented electronic voting at the General Meeting of Shareholders held in

June 2016.

Due to an increase in foreign shareholders, we have been providing an English
translation of the convocation notice (summary) since the general meeting of
shareholders held in June 2016.

We are working to improve the visualization of convocation notices and
business reports (including color and UD fonts) to help shareholders better

understand our company.

We also strive to disclose and send convocation notices as early as possible.

We have established a policy regarding the establishment of a system
and initiatives to promote dialogue with shareholders and have

published it on our website.

Disclosure Policy
URL:_https://www.shibaura-machine.co.jp/en/ir/guideline.html

We hold financial results briefings twice a year, at the end of the fiscal

year and in the second quarter, for institutional investors and securities
analysts, where the representative explains the contents of the Held
medium-term management plan and its progress.

The most recent financial results briefing for the fiscal year ended
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March 2026 was held on June 2nd, 2026 and was attended by 54
people.

Financial information, integrated reports, long-term vision, medium-
term management plans, stock-related information, and other timely
disclosure information are posted on our website.

IR Officer:

Representative Director Executive Operating Officer

Chief Financial Officer

Finance & Investor Relations Division General Manager Hiroaki Ota
IR Department: Finance & Investor Relations Division PR & IR
Department

IR Contact:

https://www.shibaura-machine.co.jp/form/inquiry.php?i=i2 1
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3. Status of Measures to Ensure Due Respect for Stakeholders

S SwrlnenayBplmien
This is stipulated in the Shibaura Machine Group Corporate Principles and the
Shibaura Machine Group Code of Conduct.
We disclose information on our website and integrated report about our
environmental conservation activities, such as zero emissions, development of
environmentally friendly products, green procurement, and volunteer work in
reforestation and beautification, as well as our relationships with various
stakeholders, including shareholders, customers, business partners,

government agencies, local residents and employees.

We are committed to promoting diversity so that employees with diverse
personalities can fully utilize their abilities. We also strive to create a workplace
environment where employees can work energetically and continue to play an
active role in various fields, and to promote work-life balance.

+ We promote hiring based on people, regardless of gender, nationality, age,
etc., and place people in the right place according to their aptitude.

* We are creating a workplace environment that is easy to continue long-
term, including by encouraging the use of systems to support the balance

between childcare and nursing care.
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IV. Matters Concerning the Internal Control System

1.

Basic Views on Internal Control System and Status of Development

Based on our Group Corporate Principles, we recognize that it is an important management responsibility to develop and
operate a system for proper business execution, and in order to achieve our management strategy and business objectives, we
are developing the following system to ensure the properness of our Group's business operations, based on Article 399-13,

Paragraph 1, Item 1 of the Companies Act and Article 110-4 of the Enforcement Regulations of the Companies Act.

1. System for ensuring that the performance of duties by directors complies with laws, regulations and the Articles of
Incorporation

(1) Directors perform their duties based on the Shibaura Machine Group Corporate Principles and Shibaura Machine Group
Code of Conduct, which set out our group's ethical policy, code of conduct, and compliance with laws and regulations.

(2) Directors have the authority and responsibility to establish a system for ensuring compliance with laws and regulations in
their assigned areas.

(3) The board of directors will receive regular reports from directors on the status of their duties and will have directors report

on necessary matters related to compliance with laws and regulations as necessary.

2. System for storing and managing information related to the performance of directors' duties

(1) Directors will prepare and store minutes of various meetings in accordance with laws and regulations and regulations such
as the Document Storage and Management Regulations and will record and properly store information related to important
performance of duties and approvals. Directors will be able to view these stored documents at any time.

(2) Directors will manage information in accordance with the Management Regulation of the Information Security and the

Personal Information Protection Regulations.

3. Regulations and other systems for managing the risk of loss

(1) In accordance with the "Risk and Compliance Management Regulations," the Company will appoint a Risk Management
Officer (RMO) to oversee the Group's risk and compliance management and will establish a Risk Management Committee to
deliberate and report on matters necessary for the RMO to accomplish his/her mission. Risk management will be managed by
the Human Resources & General Affairs Department. In addition, the business risks of the Group will be managed by Corporate
Strategic Planning Department in accordance with the "Business Risk Management Regulations."

(2) In accordance with the "Risk and Compliance Management Regulations" and "Business Risk Management Regulations,"
directors will continuously identify the risk factors of the Group and plan and promote measures necessary to minimize losses

in the event that risks become apparent.

4. Systems for ensuring that directors' duties are performed efficiently

The Company will aim to streamline the performance of directors' duties through the following management mechanisms.
(1) The Company will introduce an executive officer system to speed up decision-making and streamline business execution.
(2) The Company's directors manage the Board of Directors, Management Meetings, and Business Strategy Meetings in

accordance with the "Board of Directors Regulations" and "Top Meeting Operating Guidelines, etc." and make business
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decisions in accordance with the appropriate procedures set out in the regulations.

(3) The Company's Board of Directors decides the Company's basic management policy, the Company's Group's medium-term
management plan, and the annual and half-yearly budgets.

(4) The Board of Directors appropriately distributes the authority and responsibilities of the Directors and Executive Officers,
and the Directors clarify the authority and responsibilities of employees in accordance with the "Organizational Regulations,"
"Division of Duties Regulations," "Managerial Responsibility and Authority Regulations," and "Decision-Making Authority
Criteria."

(5) The directors set specific goals and roles for each department and each employee.

(6) The directors follow up on the achievement of the Company's Group's annual and half-yearly budgets and appropriately

evaluate performance at the Business Strategy Meetings, Management Meetings, and monthly reporting meetings.

5. System to ensure that employees' duties comply with laws, regulations, and the Articles of Incorporation

(1) The Company's Representative Director and President ensures that employees comply with the Shibaura Machine Group
Code of Conduct through the implementation of ongoing education, etc.

(2) The Risk Management Officer (RMO) will plan and promote our Group's compliance and risk-related measures based on
the "Risk and Compliance Management Regulations."

(3) The directors will utilize the internal reporting system to detect problems early and respond appropriately. The "Shibaura
Machine Group Code of Conduct" clearly states that no one will be treated unfavorably for using this system.

(4) The internal audit department will conduct internal audits of our Group to understand the appropriateness of employees'

performance of their duties and to work to improve it.

6. System to ensure the appropriateness of business operations in the corporate group consisting of our Company and its
subsidiaries

(1) The Company will provide appropriate management control of our subsidiaries based on the "Shibaura Machine Group
Basic Policy on Governance."

(2) Subsidiaries will adopt and implement the "Shibaura Machine Group Code of Conduct" and establish internal reporting
systems according to the circumstances of each country.

(3) The Company will establish a system to guide, manage, and monitor the establishment, development, and operation of
subsidiaries' internal control systems and have the subsidiaries promote it.

(4) The Company will establish a system whereby, in the event that any important matters arise regarding the business
operations of its subsidiaries, they will be reported to the Company based on "Advance Discussion Memorandums" etc.
(5) Domestic subsidiaries will establish an auditing system for auditors based on the "Shibaura Machine Group Auditor Audit
Policy".

(6) The Company will conduct management audits of subsidiaries, including the efficient execution of duties and risk

management, as necessary, and will have subsidiaries conduct voluntary audits using self-assessment programs as necessary.

7. Matters concerning employees who will assist the duties of the Company's Audit and Supervisory Committee, and matters

concerning ensuring the independence of such employees from directors and the effectiveness of instructions given to such

30



employees

(1) When the Company's Audit and Supervisory Committee requests staff to assist with operations, the directors other than the
Audit and Supervisory Committee members and the Audit and Supervisory Committee members will promptly exchange
opinions regarding the personnel affairs and treatment of such staff.

(2) The said employees will not be under the chain of command of directors (excluding directors who are Audit and
Supervisory Committee members) and will carry out their duties under the instructions of the Audit and Supervisory Committee

members.

8. System for reporting to the Audit and Supervisory Committee

(1) The directors and employees shall report necessary matters to the Audit and Supervisory Committee in accordance with the
"Rules for reporting to the Audit and Supervisory Committee."

(2) The directors (excluding directors who are Audit and Supervisory Committee members) and employees shall report to the
Audit and Supervisory Committee on a regular basis in accordance with the "Rules for reporting to the Audit and Supervisory
Committee." In addition, when an event that is deemed to have a significant impact on management or business performance
occurs, they shall report to the Audit and Supervisory Committee as soon as possible.

(3) The auditors of our subsidiaries (including those who perform equivalent duties in overseas subsidiaries) shall periodically
report the status of the respective subsidiaries to our Audit and Supervisory Committee.

(4) The Representative Director and President shall grant the Audit and Supervisory Committee members the authority to attend

important meetings that the Audit and Supervisory Committee members deem necessary, such as management meetings.

9. System for ensuring that persons who report to our Audit and Supervisory Committee are not treated unfavorably because of
their report
The "Rules for reporting to the Audit and Supervisory Committee" clearly state that officers and employees of our Group who

report to our Audit and Supervisory Committee will not be treated unfavorably because they have made the report.

10. Matters concerning the policy for the procedure of prepayment or reimbursement of expenses incurred in the execution of
duties by the Audit and Supervisory Committee and the processing of expenses or debts incurred in the execution of such duties
When the Audit and Supervisory Committee requests the Company to prepay expenses, etc., based on Article 399-2, Paragraph
4 of the Companies Act, in relation to the execution of the duties of the Audit and Supervisory Committee, the Company will
promptly process such expenses or debts after deliberation in the relevant department, except in cases where the expenses or

debts related to the request are deemed not necessary for the execution of the duties of the Audit and Supervisory Committee.

11. Other systems to ensure that audits by the Audit and Supervisory Committee are carried out effectively

(1) The President and Representative Director of the Company will exchange information with the Audit and Supervisory
Committee on a regular basis.

(2) The directors (excluding directors who are Audit and Supervisory Committee members) and employees will report to the
Audit and Supervisory Committee on the status of the execution of duties through hearings, etc., at the request of the Audit and

Supervisory Committee.
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(3) The internal audit department will report the results of the implementation of the self-assessment program related to

management audits to the Audit and Supervisory Committee on each occasion.

Basic Views on Measures for Eliminating Anti-Social Forces and Status of Development

1. Basic approach to excluding antisocial forces

Under the Shibaura Machine Group Corporate Principles, we have established the Shibaura Machine Group Code of Conduct as
a company-wide rule, which states, "We will refuse involvement in the business activities of antisocial forces. Furthermore, we
will not encourage their activities. (Note)" By establishing this code of conduct, we ensure that all executives and employees of
our group have absolutely no relationship with antisocial forces or groups.

(Note) Actions that encourage their activities: Subscription to journals or books, purchase of goods, sponsorship of
advertisements, transactions such as the provision of services, provision of money or goods, and other benefits.

2. Preparations for the elimination of antisocial forces

Regarding the preparations, we established the Basic Regulations for Public Relations Supervision in April 2008, which appoint
a Public Relations Supervision General Manager and set up a contact system and voluntary audits to build an implementation
system for the elimination of antisocial forces.

We also strive to gather information on antisocial forces and groups by exchanging information with the local police station, legal

advisors, and neighboring companies, and use this information to take measures to prevent damage.
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V. Other

1.

Adoption of Anti-Takeover Measures

Adoption of Anti-Takeover Measures Not Adopted

Supplementary Explanation for Applicable Items

Other Matters Concerning the Corporate Governance System
Overview of the timely disclosure system
(1) Internal system for timely disclosure

*The PR & IR Department and the Finance Department are responsible for disclosure, and the General Manager of the Finance/IR
Division is responsible for handling information.

* The disclosure department will collect important internal information, determine whether timely disclosure is necessary based
on relevant laws and regulations such as the Financial Instruments and Exchange Act and rules set by the stock exchange, and

promptly disclose information.

(2) Timely disclosure of determined facts
* Decided facts that are subject to timely disclosure related to our company and subsidiaries are submitted and reported to the
board of directors, and after obtaining approval from the representative director, the disclosure department will disclose them in

a timely manner.

(3) Timely disclosure of occurring facts
+ Accidental facts that are subject to timely disclosure related to our company and subsidiaries are reported to the representative
director, and after obtaining approval from the representative director, the disclosure department will disclose them in a timely

manner.

(4) Timely disclosure of financial information

The PR & IR department and the finance department will take the lead in preparing disclosure documents for financial
information, which will then be reviewed by the relevant departments, submitted to and reported by the board of directors, and

after approval by the representative director, the disclosure department will make timely disclosure.

Please refer to the diagram below for our Group's "Corporate Governance System."
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