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Corporate Message

Toward the future exceeding
the functions of yesterday

Since its establishment, the Daiken Group has developed a multitude of products
by capitalizing on limited resources and listening to our customers’ needs.
Today we have evolved into a company where our e orts have accrued to provide
first rate building materials and comfortable spaces for our customers.

We will continue to strive towards a sustainable future where people can enjoy
pleasant living spaces and lead spiritually rich lifestyles.

In pursuit of new possibilities, we will transcend the past by developing

innovative functions towards a brighter tomorrow.
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; Sales Composition by Business and Market (Fiscal 2022)
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Daiken Group in Figures (Fiscal 2022)

Operating profit

1 7 E 3 billion yen

8.7 billion yen iscai 2021)

ROE

10.9.

9. 1 % (Fiscal 2021)

Dividend

Dividend payout ratio

33.1%x 4.

*As of March 31, 2022
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Editorial Policy

The Daiken Group has issued the Daiken Group Report as an annual
integrated report for stakeholders in order to enhance the understanding
of our initiatives for the improvement of medium-term and long-term
corporate value based on both financial and nonfinancial indicators.
This report shows the progress of our strategies and stable stage
change toward the realization of the long-term vision GP25 by publishing
the summary of the past medium-term management plans, in addition to
the medium-term management plan GP25 3rd Stage that started in FY
2023. We also improved the contents to specifically emphasize the
vision to realize a recycling-oriented society and carbon neutrality
through business under the Daiken global environment vision 2050 and
Daiken sustainability basic policy that have been newly formulated.

Profit attributable to owners of parent

1 0 0 yen per share
)

70 yen (Fiscal 2021
Dividend yield

6+

7 | 8 billion yen

5.6 billion yen iscal 2021)

Market capitalization

96.5......

*As of March 31, 2022

Production base

(Japan) 1 2
o bases
‘;ove’seas;‘ 8 i 6 i
bases in countries

*As of March 31, 2022

Company Information
DAIKEN CORPORATION and the Daiken Group
*Environmental information differs in scope.

Eligible Period
Fiscal 2022 (April 1, 2021, to March 31, 2022)
*Some sections include information other than the above fiscal period.

Reference Guidelines

® International Integrated Reporting Council (IIRC): The International
Integrated Reporting Framework

® |SO 26000

[Disclaimer regarding future prospects]

The forecasts and estimates in this report are based on information
available at the time of the report’s issuance. Plans and figures
depicting the future do not imply a guarantee of actual outcomes.
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Daiken Group’s Goal

To have a concept in common with all of the Group’s employees and adjust the direction to move forward, the Daiken Group
has established the group corporate philosophy, which consists of the three elements of the Company mission [Our Mission],
Company vision [Our Vision], and Company values [Our Values]. We aim for the sustainable improvement of corporate value
by deploying business activities toward the realization of this philosophy.

Group Corporate Philosophy

Company mission Company vision Company values

Our Mission Our Vision Our Values

We will create a wonderful future with | As a company respected by everyone, We pledge the following:
our technology, ideas, and passion. we will give the highest priority to Ensure harmony between the
harmonizing an affluent society with the environment, society, and people.
environment by offering new value that Be careful of safety, security, health,

, ) and comfort.
exceeds people’s expectations.
Courageously accept the challenges

of new ideas.

Promptly respond to changes and
opportunities.
Be sincere at all times.

The system of practicing the

A ..
Company,mission
- OuryMission -

Companyavision

Companyavalues

-IQuriValuesS

group corporate philosophy

Medium-Term
»P2

Annual Management Policy
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2025
Long-Term Vision

GP25

Grow/Glow Plan 25

Grow  Glow

The Group will work to
transform into an enterprise
that meets the expectations

of customers and markets
while contributing to a
better society.

The Group will work to become
an enterprise that people rate
highly for its attractive working

environment and as a place

where employees can
work positively and
enthusiastically.

Significance of Existence and Ambitions

@ Contribute to the building of a sustainable society by efficiently using limited resources

@ Enrich peoples’ minds by creating more comfortable and secure spaces

How we should be in 2025

€ Contribute to a recycling-oriented society through the development and spread of industrial materials utilizing

sustainable resources, such as timber, in global markets

@) Create safe, secure, healthy, and comfortable spaces for everyone by proposing solutions that capture the user

needs in the new normal era

© A mechanism to support challenges is established, a culture that admires challenges is nourished, and challenges to

new business domains is progressing

( Realize the workplace environment where diverse human resources can comfortably work in fulfilling roles and
impartial and transparent management supports the sustainable growth and the improvement of medium- to

long-term corporate value

Business domains, markets, and sectors targeting Long-Term Vision GP25

From the current image as a housing materials manufacturer to the following:
© Supply building materials and industrial materials for building materials as well as construction
© Expand business areas from housing to public and commercial buildings,

and industrial materials
© Expand into global markets

Business domains

Industrial materials business
/ \

Building materials business
I \

Engineering business

-

New business

sanl| s,9|doad
SayoLIUD Jey}
JUSWIUOJIAUS Y} Buneain
f2100s 9jqeuleisns
e Bulwooag

Toward
becoming an
all-embracing
company for

building

materials

Markets and sectors

Housing market
/ \

Public and commercial buildings
| \
Industrial materials

-

New markets

leqo|o
onsswoq

Update of the long-term vision GP25

In formulating the medium-term management plan GP25 3rd Stage, we have updated how we should be in 2025
based on the change in business environment and reconfirmation of materiality in and after 2025.
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Our Sustainability Goals

Amid the rising importance of responses to the issues surrounding sustainability, such as the social and global
environment problems, to further clarify the image of sustainability that the Daiken Group aims for and enhance our
initiatives in corporate management, we have revised and evolved the existing CSR basic policy and formulated the
Daiken sustainability basic policy in June 2022. By increasing the linkage between the contribution to the sustainability of
society and the global environment and the sustainability of our business more than ever, we will aim to form a virtuous
cycle and sustainable corporate value improvement.

. Daiken Sustainability Basic Policy

The Daiken Group will bring new value and smiles to the faces of our stakeholders, including
employees, by contributing to the development of a prosperous and sustainable society and
environment based on the group corporate philosophy. Furthermore, we aim to establish a solid
management foundation for the long-term growth of the Daiken Group.

O Contribute to the development of a sustainable society, global
environment, and the economy

We will continuously review all activities and promote reforms as we contribute to the
development of a prosperous and sustainable society and the global environment,
while improving business sustainability.

® Pursue sustainability as a business

The Daiken Group will maintain and even enhance its strength to build value, an
essential driving force for transformation, by maximizing the value of human capital
through enhanced job satisfaction and employee well-being, while strengthening
engagement with stakeholders.

© Aim to enhance business value in a sustainable manner

The Daiken Group aims to enhance corporate value in a sustainable manner through
the two virtuous cycles of its contribution to a sustainable society, the global
environment, and the economy and the pursuit of sustainability as a business.

Structure to promote sustainability

To enhance our group-based initiatives for sustainability, we have reorganized the existing CSR committee to the sustainability promotion

committee since fiscal 2023.

The Board

Executive Directors Committee

Sustainability Promotion
Committee

Deliberations on and approval of policies and important
items concerning sustainability (CSR and ESG)

1
CSR Promotion Departments

Company-wide promotion of sustainability (CSR
and ESG) and progress report to the committee

1
Each Department/Group Company

DAIKEN GROUP REPORT 2022

Sustainability Promotion Committee
Chairperson: Representative Director, President
CSR Promotion Departments: General Affairs and Human Resources Department, Legal
Department, Quality Assurance Department, Domestic Business Planning Department, and Global
Business Planning Department
Secretariat: Sustainability Promotion Department and Corporate Planning Department
B Number of committee meetings convened in fiscal 2022: 4 times
*Convened as the CSR committee
B Key Deliberation Items
@ Progress of the medium-term ESG plan @ Policy to formulate the ESG plan for the next term
® Promotion of Health and Productivity Management
@ Results of the surveys on the measures to penetrate and the degree of penetration of the group
corporate philosophy @ Results of the surveys on the CSR Procurement Standards
® External ESG evaluation and response to the issues
@ External evaluation of the integrated report and the production policy



Overall image of “Our Sustainability Goals”

Building a sustainable society

Achieve the vision of the
group corporate philosophy
Contribution to the future filled with smiles

Harmonization of an affluent society
and the environment

Sustainable corporate value improvement

Pursuit of
the growth
strategies

Contribution
to the realization of
a sustainable society,
the global environment,

Pursuit of
sustainability as
a company

Forming a

sustainability issues,

such as social and

environmental
problems

Research
institutions

Local community

and economy virtuous cycle by Enhancement of the
Contbutionolng . I|nk|n.g and abll'lty' to f:reate value
resolution of integrating ESG Maximization of human

and CSV

Shareholders
and investors

resource value
Forming a firm
management
foundation

Customers Employees

consumers government
Sustainability (ESG)-related policy system

To deploy initiatives for sustainability issues on a group-wide basis, the Daiken Group has established various policies with a focus on

the important themes in each field of ESG.

Field

Sustainability (ESG and CSV)

Policy

Daiken Sustainability Basic Policy

E Environment

Daiken Global Environment Vision 2050

Product Quality and Safety

Basic Policy on Product Safety

Fair Transactions

Daiken Procurement Policy and Daiken CSR Procurement Standards

Cartel and Big-rigging Prevention Standards

Human Resource

Daiken Diversity Promotion Policy

Daiken Workstyle Reform Promotion Policy

Daiken Human Resource Development Policy

Daiken Health and Productivity Management

Daiken Safety Basic Policy

Human Rights

Daiken Human Rights Policy

Coexistence with Local Communities

Daiken Social Contribution Activity Policy

G Governance

Basic Policy on Corporate Governance

Basic Policy on the Building of the Internal Control System

Compliance Code of Conduct

@ Details of each policy are described on our sustainability website. https://www.daiken.jp/company/csr/

DAIKEN GROUP REPORT 2022

‘ uoneai) enfep s,dnoin usyreq ‘

uoneain anjep Joy Abajens

uoneain anjep Buipoddng uorepuno4

eleq



7 DAIKEN GROUP REPORT 2022



Accelerate the transformation to sustainability and

improve the resilience of corporate management

Q Fiscal year (FY) 2022 was the final year of
the medium-term management plan GP25
2nd Stage.

What were the achievements and issues
over the past three years?

In 2015, the 70th anniversary of the foundation of
the company, we formulated the long-term vision, GP25
for 2025, 10 years after 2015, and announced our goal to
become an all-embracing company for building materials.
The reason behind the formulation of GP25 was that we
were a housing materials manufacturer back then, and
most of our sales came from products for the domestic
new housing market; therefore, revising our business and
market portfolio was a huge management challenge for
us since new housing starts would decrease because of
the declining population in the future. Thus, we decided to
strive to become an all-embracing company for building
materials by expanding our business domains from
building materials to the supply of industrial materials and
installation and construction. We also decided to make
proposals not only for the new housing market but also
for remodeling and renovation of public and commercial
buildings with those industrial materials and expand into
global markets.

FY 2022 was the final year of the medium-term
management plan GP25 2nd Stage, the second phase
of the plan to achieve the long-term vision by dividing the
10 years until FY 2026 into three phases. When we look
back on the past three years when we promoted a variety
of different measures to accelerate the growth strategies
and enhance the management foundation as specified
in the basic policy, we appreciate the fact that we made
steady progress toward achieving the long-term vision and
advanced the stage transition in the midst of unexpected
changes in the environment due to the COVID-19 crisis.

Long-Term Vision GP25 »P.4
gllsglsug:l-;'esrtr:gl\:anagement Plan »P.30

We achieved good results, especially in the expansion
into global markets, mainly the North American market. To
expand into the North American housing market, which
is the world’s largest wooden housing market and about

four times larger than the Japanese market due to the
number of housing starts and vast floor area and where
continuous population growth is expected in the medium
and long term, we merged and acquired a veneer plant in
Canada and an LVL plant in the United States in FY 2020.
Subsequently, the external environment provided a boost.
A wood shock, which was a rise in wood product prices
caused by a combination of strong demand due to the
growing needs for suburban housing during the COVID-19
crisis and supply chain disruptions, has continued to date,
and the North American business fully capitalized on that
demand and significantly contributed to the company’s
profits. In addition, there was an increase in demand
for MDF, the primary product in the industrial materials
segment along with LVL in North America, as the base
material for furniture and buildings. The overseas sales
ratio in FY 2022 was 32%, a significant increase from the
6% in FY 2016 when the long-term vision was formulated.
B s PP

In the domestic market, we were able to capture
new opportunities related to the securing of workspaces
and sound proofing because of the steady increase in
demand for building materials for new houses and home
renovations due to the growing needs for more comfortable
living environments caused by staying at home and
teleworking that had prevailed during the COVID-19 crisis.
On the other hand, for public and commercial buildings,
we failed to achieve the sales expansion target because
of the rapid decrease in demand for building materials for
accommodation facilities and commercial facilities caused
by the COVID-19 crisis. Thus, we still have issues to solve.
We have already started to make proposals tailored to
the needs of the new normal by strengthening our sales
structure for public and commercial buildings, and we will
expand and improve the items that incorporated new ideas
developed through collaborations with other companies.
We expect that our proposals will bear fruit as the
construction projects that were suspended or postponed
resume. In the second half of FY 2022, the delay in the
delivery of some products in the building materials business
was caused by a greater-than-expected increase in orders

DAIKEN GROUP REPORT 2022
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Interview with Top Management

and maritime transportation disruptions; therefore, we had
no choice but to limit the number of orders, which caused
significant inconvenience to our customers and business
partners. Though we no longer limit the number of orders,
we realize the major impact that our supply chain has on
the entire industry and will make every effort to prevent it
from happening again.

Initiatives for Priority Markets

Global Markets »P.39-40

Public and Commercial Buildings pP.41-42

As for performance, we failed achieve the final year
sales target specified in GP25 2nd Stage. However, our
operating profit was 17.3 billion yen, which far exceeded
the target of 12 billion yen, and we exceeded all profit
targets. We appreciate the fact that we were able to
consistently accelerate our growth by achieving significant
results as reflected in the major financial indicators of an
ROE of 10.9%, an ROA of 10.5%, and an equity ratio of
41.7%.

In addition, as initiatives related to ESG and
sustainability become increasingly more important each
year, we have set nonfinancial goals and worked on them.
As for the environment, we were able to decrease CO,
emissions by 36%, exceeding the total domestic CO,
emissions reduction goal of 26% (compared to FY 2014) and
achieved the goals we set based on our original indicators
to raise the level of our initiatives related to diversity. On the
other hand, though the degree of penetration of the group
corporate philosophy developed on governance improved
by five points compared to FY 2018, we failed to achieve
our goal of a ten-point increase. We will consistently
work to disseminate the Group Corporate Philosophy by
continuously implementing penetration programs so that
all group employees can relate to the philosophy and
perform their daily work according to it.

Medium-Term Management Plan
GP25 2nd Stage

Medium-Term ESG Plan (Fiscal
2020-2022)

»P.30

»P.69

Material issues to cope with (materiality)
were redefined when the new medium-term
management plan GP25 3rd Stage was
formulated.

What is the reason behind it?

Since we have four years left before the deadline for
the achievement of the long-term vision GP25 formulated
in 2015, we are receiving many inquiries from our investors
about our next long-term vision following GP25. Though
we have the option of launching our next long-term vision
in advance, we would like to prioritize the completion of our
initiatives to achieve our goal as set in GP25.

In 2020, the Japanese government announced
its goal to achieve carbon neutrality by 2050. To further
strengthen our initiatives to tackle environmental issues
from a long-term perspective, we formulated the Daiken
global environment vision 2050 (hereinafter called the
“environment vision”) in October 2021 and defined our

DAIKEN GROUP REPORT 2022

policy and long-term goals to achieve the three zeroes by
2050: net zero greenhouse gas emissions, zero final landfill
disposal of waste, and zero use of natural lauan wood made
from lauan trees found in Southeast Asia. Because we
have grown by doing business with a focus on the effective
use of limited resources, including wood resources, since
the foundation of the company, sustainability is one of the
strengths directly connected to our businesses. Though
we set the bar high, we will make consistent efforts to
achieve our goals throughout the entire value chain by
setting greenhouse gas emission reduction goals for our
overseas businesses since we set our goals only for our
domestic businesses, including Scope 3 emissions as well.
Environmental Strategy »P.47-50
The external environment surrounding us has drastically
changed because of the pandemic that we did not anticipate
when we formulated the long-term vision GP25 in 2015, in
addition to the higher geopoalitical risks. With these changes
and the issues we identified in the GP25 2nd Stage in mind,
we need to formulate the GP25 3rd Stage as a concrete
action plan to achieve our group corporate philosophy
and environment vision. Therefore, we decided to review
the megatrends and our strengths, looking ahead to 2035
beyond 2025, and to redefine materiality in terms of priority
and the coping mechanism. Specifically, we identified three
material issues: realization of resource circulation and a
recycling-based society, user needs in the new normal, and
human resource base diversification by improving the work
environment and job satisfaction.

Risks and Opportunities/

Materiality »P.21-22

Realization of resource circulation and a recycling-
based society shows our determination to actively take
part in the realization of resource circulation and contribute
to resolving social and global environmental issues.
We have always put the harmonization of an affluent
society and the environment first and created values that
exceeded the expectations of society by effectively using
limited resources. As for wood resources, we have created
products from raw materials as a manufacturer and then
focused on establishing the circulation system so that as
many waste materials as possible, such as timber taken
from demolished buildings, would not be disposed of or
incinerated and could be used as materials for an extended
period of time. Though our key business is materials
development, such as insulation boards made from timber
taken from demolished buildings and MDF using offcuts
from timber production as a main raw material, which
demonstrates that we use timber with no waste, we are
also advancing our initiatives to use woody fibers for sail
improvement additive and as a wood culture medium
to promote plant growth. As for mineral resources, we
focused our attention on unused resources and worked
to effectively use them. We have developed DAILITE,
our original noncombustible, lightweight, high-strength
material that uses volcanic ash as a raw material. We
will pay attention not only to the wood resources that are



managed on a circular basis, such as plantation timber and
certified wood, but also to resources that are not used and
disposed of and then develop materials that effectively use
such resources and develop new applications to accelerate
the expansion into global markets. In that process, our goal
will be to increase the utilization ratio of certified wood that
comes from appropriately managed forests and accelerate
our initiatives to stop using lauan wood by using our
technologies in order to achieve the goals specified in the
environment vision.

As for the user needs in the new normal, since people’s
lifestyles have changed because of the COVID-19 crisis,
we will strive to meet user needs by employing our unique
technologies to create a safe, secure, healthy and comfortable
space in light of the high frequency of earthquakes and natural
disasters. We will improve our solution proposals that will help
resolve customers’ issues by making full use of our strengths,
such as our functions to evaluate and analyze spaces that we
developed through years of R&D and our integrated system
for developing materials and building materials, supplying
products, installation work and construction.

Though we have identified the third material issue
as human resource base diversification by improving
the work environment and job satisfaction, we believe
that the most important management resource for
companies to promote their business activities is human
resources. Our human resources strategy stresses
the importance of not only promoting diversity as a
company but also actively supporting each employee’s
skill development, understanding the diversity of their
skills as an organization, and placing the right people in
the right positions regardless of gender. | personally place
importance on making sure that each employee feels
happy to be working at Daiken. If employees feel that way,
it will result in greater job performance and then lead to
the enhancement of our organizational strength. We will
actively promote the necessary investments in human
resources while developing more flexible workstyles by
expanding and improving systems and the mechanisms
that enable employees to continue to develop their careers
without being influenced by life events and making use of
teleworking and shared offices that have become popular
during the COVID-19 crisis.

Human Resource Strategies »P.51-52
When we redefined those three material issues to
cope with, we also updated how we should be in 2025
as set in the long-term vision and made it more specific,
taking possible changes in the business environment in
2035 into consideration.
Long-Term Vision GP25 pP.4

a What are the key points in the GP25 3rd
Stage?

We formulated the GP25 3rd Stage using a backcasting
method that started from the updated version of how we
should be in 2025 and the goals set in our environment vision.
The revision reflects our focus on sustainability more clearly
than the GP25 2nd Stage. Because it is the final stage in
establishing our company as an all-embracing company for
building materials as specified in the long-term vision, we set
two items in the basic policy: implementation of the growth
strategies and enhancement of the management foundation
centered on sustainability. We will advance our growth
strategies with a focus on our contribution to a recycling-
based society and the fulfilment of user needs in the new
normal in tandem with materiality. As for the management
foundation that supports the growth strategies, we will
improve the resilience of corporate management in an
uncertain business environment from the four perspectives
of the human resource base, business foundation, financial
foundation, and governance. We will accelerate our initiatives
to pursue the sustainability of raw materials and promote
DX for the business foundation. Since timber is one of the
main raw materials that we use, sustainable procurement
of timber leads directly to corporate sustainability. We will
advance our initiatives to stop using lauan wood and aim
to improve the level of sustainability of timber procurement
in the medium and long term. In addition, we will not only
advance investments in mission-critical systems and the
rationalization and streamlining of the logistics system but
also promote DX tailored to the new normal by using a
variety of digital tools and enhancing digital marketing to
strategically approach customers.

As for numerical targets, the objective will be to
achieve 250 billion yen in sales, 15 billion yen in operating
profit, and 10 billion yen in profit attributable to owners
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Interview with Top Management

*If excluding the decrease in sales by 21.2 billion yen associated with the change in PWT in the U.S., which is our special subsidiary

Domestic market

. . : Global markets
Market Pomestic new home Home renovation market Public an(.:l t.tommercml Industrial materials
market buildings
Securing of the revenue base (An increase in the share of new housing, shifting to housing stock and non-housing, and material utilization development) Growth driver
Sales: 223.3 — 250 billion yen (+26.6 billion yen) 4 [+47.8 billion yen]* 4
Sales by Market 5.6 billion
- - - - -5. yen §
+5.1 billion yen +6.9 billion yen +13.8 billion yen +7.2 billion yen -
yen £ yen £ yen £ yen £ [+15.6 billion yen]* 4
Composition Ratio 34 — 32% 15— 16% 10 = 15% 9—->11% 32 = 27%
Gradually decreasing trend in r? is"::”“:: °';f;;’z"‘::':“d' Changes in how an ofice space should be New/alternative utilization The U.S.A.: Medium- to long-
Market domestic new housing starts o ation o roject development (From plywood term stable housing demand
Environment ] and plastics to wood
Penetration of working at home and remote work y in inbound demand fiberboard) Southeast Asia: Recovery/growth
|

Execution of the

Building materials business

Industrial materials business in
N h

Growth Strategy LA
Sales by Business Anii in share by ional pi that pond to the needs Capacity expansion
Industrial materials of users in the new normal era
GhSnEss Corresponding to remote work, improvement of the sound and antiviral O ey

+3.8 billion yen 1

new products using the sales channels

[+25 billion yen]* + ion of the that
save construction time and work

of the i
of the thermal environment

Industrial materials business: MDF

Building materials
business of

renovations in the Tokyo
metropolitan area

+12 billion yen 1

+13.2 billion yen 1

projects in the redevelopment

Industrial materials business in Japan

of the interior
Structural reform and capacity expansion

projects

Improvement of the ratio of the products with high added value

Acquisition of alternative

and of new materials

Building materials business
Supply expansion to Europe
and Asia

Enhancement of cooperation in the group and

Optimization of the |
Business
Foundation
Enhancement of
the Management ‘
Foundation

Human Resource
Foundation

\

optimization of the production system

Operational efficiency and productivity improvement using digital technology and restructuring of the core system

Pursuit of the sustainability of raw materials / Initiatives for eliminating the use of lauan wood (tropical natural wood)
Reduction of greenhouse gas emissions in the supply chain

Promotion of diversity and flexible work styles

Optimization of the sales structure and personnel (Shift to the prioritized markets) / Prioritized market enhancement program

Financial Foundation Investments in growth and
|

financial

and cash flow allocation that optimizes the imp of return
| |

of the parent in FY 2026, the final year of the GP25 2nd
Stage, by tackling the rise in raw material costs caused by
global inflation resulting from the rise in resource prices,
along with structural reform and cost reduction efforts to
maintain profitability as improved in the GP25 2nd Stage
while taking into consideration the fact that the market
prices of wood products in North America will be adjusted.

The New Medium-Term

investments is reinforcement of the industrial materials
business, our growth driver, overseas. As for areas, we will
place greater importance on efficiency and focus on North
America. Additionally, we will concentrate on Asia and
Oceania with a focus on strengthening the MDF business.
Furthermore, we will advance the investments necessary to
strengthen our foundation, such as investments related to
rationalization and streamlining of our domestic businesses

gltzgzgement Plan/GP25 3rd R and R&D/human resource/environmental investments, as
. . our ESG investments. Since R&D is the core element of
Strategies by Business Segment »P.37-38

and Market

What kind of approach is taken
concerning investments for future growth

and management resource allocation?

We will continue active growth investments at the right
time in the GP25 3rd Stage as well, taking into consideration
the geopolitical risks, the rise in resource prices, and
exchange rate movements. As for management resource
allocation, we will set a strategic investment ceiling of 40
billion yen using the operating cash flow that is expected
to reach approx. 70 billion yen in four years and the cash
obtained by improving asset efficiency from the reduction
of cross-shareholdings as capital and allocate it to growth
investments as the top priority. The core element of growth

DAIKEN GROUP REPORT 2022

value creation, we underwent an organizational change in
FY 2023 to shape new businesses for the next generation
and strengthen the system of linking the intellectual
property strategy to R&D. Furthermore, we intend to
gradually raise R&D investments to about 2% of sales with
a view to strengthening the development of technologies
that enable global expansion. As for environmental
investments, we increased the renewable energy utilization
ratio to 50% in Japan by using wood biomass boilers that
have synergies with the industrial materials business. We
will consider introducing other types of renewable energy
to reduce our greenhouse gas emissions both in Japan
and overseas. In addition, as the effects of environmental
investments cannot be measured only by returns, we will
consider introducing internal carbon pricing. Forty billion



yen, which is our strategic investment ceiling, and 20 billion
yen for ordinary investments in BCP and safety measures,
for a total of 60 billion yen, will be allocated to investments
for growth and foundation enhancement. At the same
time, we will promote the penetration of ROIC (return on
invested capital), the new internal management index the
company has adopted, to pursue asset efficiency in the
entire management.

As for shareholder returns over the four years of the
GP25 3rd Stage, the company paid dividends with the
goal of achieving a dividend payout ratio of 35% and
DOE (dividend on equity) of 3.5% with a focus on the
enhancement of returns linked to business performance
and the stable payment of dividends that is unlikely to be
influenced by short-term profit fluctuations. The company
revised its policy so that shareholders who would stably
continue holding shares in our company for a long period
of time could sit down and invest in the company.

Research and Development pP.45-46
Financial Strategies »P.53-56

What are the key points in medium- to
long-term value creation and the direction
of management?

The key point in value creation is to harmonize
the promotion of resource circulation, climate change
mitigation, and coexistence with nature, the three themes
specified in the environment vision, with our growth
strategies.

The global environment is seriously deteriorating
at the global level with problems of resource depletion,
increasing waste, climate change, loss of biodiversity due
to deforestation, and other issues. These are the urgent
issues we need to work on. Daiken Corporation was
founded immediately after the war with an eye to effectively
using timber as valuable resources and contributing to
society through postwar reconstruction. Since then, with
the goal of using timber with no waste, Daiken focused
on the advantages and disadvantages of timber as a
sustainable resource and brought out its full potential as
a material by developing technologies that can overcome
its weak points and bring out the best in the resource. In
that way, Daiken created new values for society. One of the
biggest features and strengths is that Daiken has grown

through businesses that contribute to the sustainability of
the global environment with a focus on wood resources.

When it comes to the initiatives to address
environmental issues, Daiken tends to look at risks in terms
of whether there is a tradeoff between business growth
and such initiatives because costs precede in the short
term. However, from a medium- to long-term perspective,
tackling environmental issues provides new business
opportunities that enable the company to create lasting
value. We will achieve the stage transition to establish a
new growth path by changing our perspective and turning
a tradeoff into a trade-on and risks into opportunities.

As for the promotion of resource circulation, in addition
to the unused resources of volcanic ash used in the
aforementioned DAILITE, even resources that are disposed
of today have the potential to generate unprecedented
value through the use of company technologies. When
it comes to the climate change mitigation, Daiken can
contribute to carbon neutrality by establishing technologies
to create new renewable materials that include cellulose
nanofibers and by creating a new standard that can replace
petrochemical resources. In addition, Daiken will strengthen
its initiatives to make wood resource procurement, which is
vital in our businesses, sustainable.

Linking the growth strategies to the environment
vision is to link the sustainability of businesses to
social and global environmental sustainability and then
improve competitiveness and the resilience of corporate
management. In order to do this, it is necessary to review
and reestablish how the entire value chain should work
from the perspective of sustainability, looking beyond R&D,
raw material procurement, production activities at the
plants, and the delivery of our products to our customers,
their use, and their end of life. With these concerns in mind,
we revised and evolved the traditional CSR basic policy
and developed the Daiken sustainability basic policy. As
an executive in charge of managing the company in times
of uncertainty, | am determined to improve sustainable
corporate value by bringing together the group’s
technologies, ideas, and passion and strongly promoting
sustainability transformation (SX). We sincerely ask for your
continued support.

Our Sustainability Goals »P.5-6
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1970

WPC

Changes in Value Creation

Ever since foundation, The Daiken Group has been developing a Developed a technology to

wide variety of products to help customer's daily life through our f;?;gﬁggwr‘;gﬂ ‘I’ft’(‘ff;: gryains of
technological innovations which always meet social issues and  Flooring ) the wood called WPC

needs. The Group effectively uses all the strengths acquired J i

in our history and aims to grow into a housing material 1971

manufacturer that becomes an all-embracing company - Integrated storage furniture

S . ® Launched the first housing equipment
for building materials and thus creates new value. Cabinet set and developed from a

single product to an integrated product

Cabinet

Door

o o
\Acoustic products
° .

:

1945 Foundation

:
{  Plywood Housi : =
— . - 1 O.USImg— I ——
BN equipment | 1973 1982
; Cladding ® Door Acoustic products
1 946 () Promoted making Improved the —
- : doors fancy consistent service
Special plywood Tatami mats and created the structure for
Developed special [ ] industry standard = soundproofing for —
plywqod for vehfcles of modern design ] houses
to which durability and .
water resistance were Insulation boal
given by the technological [ [ ] —
development of adhesives

DAILOTONE
1958 \ O '
Insulation board : 1 997
Started manufacturing ( Interior projects
Insulation boards, wood 1 964 [ DAILITE
fiberboards utilizing DAILOTONE Started manufacturing
Net sales (¥100 million) lumber sewing waste, and Started manufacturing E}é:';';:—jui?ngzrﬁamc
2,500 construction demolition timber DAILOTONE, non-
combustible ceiling unused resource
materials using slag wool, Shgaslu (VO|CE:”'° ash)
which is a byproduct of | Eeleky) e
steel production
2,000
1,500
Trends in Net Sales, Operating Profit,
and Number of Domestic New Housing Starts
1,000 Net sales — Operating profit — Number of domestic new housing starts
500
0
1951 1961 197 1981
Foundation Expansion Growing
1941 1954 1967 1977 1989
C. Itoh & CO., Marubeni Shoten, Established Nagoya plant for Changed the company name to Expanded insulation board ® Started manufacturing housing
Ltd., and Kishimoto Shoten, manufacturing special plywood DAIKEN CORPORATION business products, such as doors and
Ltd., have merged to form Sanko Built Takahagi plant stairs, at the Inami plant
s, Nt 1958 1969 1984 © Started manufacturing of

1944

Sanko Kabushiki Kaisha, Ltd.,
Kureha Cotton Spinning Co., Ltd.,
and Daido Boeki Kaisha, Ltd.,
merged to form Daiken Co., Ltd.

1945

Founded Daiken Mokuzai Kogyo Co.,
Ltd., at the Inami plant in Toyama
acquiring all the business of the Forestry
Department at Daiken Co., Ltd.
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Built Okayama plant and started
manufacturing insulation board

Established interior projects
department

1970

© Started manufacturing WPC
flooring at the Nagoya plant

© Established Toyama plant for
manufacturing special plywood

Established an interior projects
company, DAIKEN ENGINEERING
CORPORATION

1987

Expanded flooring business
Established Mie Daiken Co., Ltd.
(currently, Mie plant)

cladding at the Takahagi plant

1994

Established DAIKEN SARAWAK
SDN. BHD. in Malaysia for MDF
manufacture

1995

Built interior doors production line
at the Inami plant



2008

MiSEL

Attractive cabinet
pursuing design

flooring

°
195 6. : °
Tatami facing
Started manufacturing
Tatami facing that 20 1 3
jsed maohine—madg hapia = KM BB °
apanese paper an )
that was excellent in Laqnched D LRl 1
maintenance series that pursue
texture i
} 2007 Discontinued manufacturing of plywood
} 2002 Withdrew from Bath and Kitchen business
Veneer/LVL
= } 2004 Transferred the exterior material business . e
Tatami facing ™.
- . - () =
Woody fibers
- N . -
1996 « .
MDF (
\MDF ) Started manufacturing MDF 2 02 1
Q= ° that utilized residual wood
offcuts as the main material GLOW EARTH
b - Wood culture medium
GLOW EARTH
. ~DAILITE .
@ == X Y

1991

2015

Three-dimensional
high design

GRAVIO
Launched the
GRAVIO series,
decorative wall
materials that
were DAILITE
base materials

GRAVIO EDGE
A non-combustible wall
material with a deep carved
design that produces a
high-quality space and

L offers excellent workability

::[*E?

2001

173

86

Daiken’s Features
and Strengths

Building material
business

Capability to develop
building materials with
high added value and
capability to propose total
plans for interior spaces

Industrial materials
business

Capabilities to develop
unique industrial materials

Engineering business

> Capabiliies to perform installation

work by making use of the
functions of building materials

LAl
Goal of GP25
3rd Stage 200
o Housing starts
(10,000 houses)

Operating profit
(¥100 million)

150

100

50

Medium-Term Management Plan
EW 2nd - 3d g

2011 2016 2021

2026 (Fiscal year)

1996

Implemented Tatami facing and
DAILITE production lines at the
Okayama plant

1999

Purchased an interior projects
company, Koukou Sangyo
Corporation

2000
Integrated the interior projects

department into DAIKEN
ENGINEERING CORPORATION

Selection and Concentration

2002

® Alliance with TOTO Ltd. and YKK AP Inc.
for remodeling business

® Established DAIKEN Industries (Ningbo)
Corporation

2005
Purchased MDF manufacturer in Malaysia
Established DAIKEN MIRI SDN. BHD.

2009

® Purchased MDF plant in New Zealand and
established DAIKEN NEW ZEALAND LIMITED

®|ntegrated flooring business of the Nagoya
plant in the Mie plant

New Challenge Challenge to achieve the Long-Term Vision GP25

2010

® Alliance with Panasonic Corporation in
production and procurement

® Purchased an interior projects company, Sankei
Corporation

2012

Business and capital alliance with HOKUSHIN
Co., Ltd., for MDF production and supply

2015

Established interior doors manufacturing company
PT. DAIKEN DHARMA INDONESIA in Indonesia

2016

Purchased an apartment renovation company,
PAC SYSTEM Co., Ltd.

2018

2019

wood flooring

2020

® Purchased an MDF manufacturing company in New Zealand
Established DAIKEN SOUTHLAND LIMITED

® Established Daiken R&D center

© Capital and business alliance with ITOCHU Corporation

® Purchased a veneer plant, CIPA Lumber Co., Ltd. in Canada and
an LVL plant, PACIFIC WOODTECH CORPORATION in the U.S.A.

® Purchased a renovation company ReformQ Co., Ltd.

® Purchased T.O FLOORING CO., LTD., that works on solid

Started production at Nichinan Daiken Co., Ltd., a company
that processes veneers for LVL
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Product Development Uses Strengths

The Daiken Group cultivated its technologies throughout a history of more than 75 years and continues to offer products that

are valuable for society and customers.
Our diverse product lineup, with its excellent features, is used in a wide range of scenarios in houses and publ
facilities.

ic and commercial

Daiken’s Features
d Strengths

an

Industrial materials business

Developing and offering highly functional industrial materials Cap
The Daiken Group offers various functional industrial materials having non-combustibility,

abilities to

develop unique

anti-seismic, thermal insulation, sound insulation, humidity conditioning, and various industrial
other features required in our daily lives by making full use of wood and mineral resources materials

from a sustainable perspective.

Overview Features and Functions Major Applications

Insulation board o Heat insulation

) ) * Moisture
Wooden fiberboard using conditioning
construction demolition  Cushioning
timber for main raw properties

material and molded into o Lightweight

a board

Wood chips

Inner part of a tatami mat Protection board

® Water resistance

molded into a board MDF

(Substrate of door, storage,
and window frame)

Base materials for

Insulation board
MDF  Dimensional Materials for flooring building and furniture
stability
Wooden fiberboard using e Surface
residual wood offcuts for Smoothpgss
main raw material and * Workability

MDF

Veneer/LVL ' !
© Dimensional
Veneer: stability
Cut from logs o High strength e
LVL: * Workability r

A fabricated wood product
manufactured by laminating
veneers all placed parallel
in the fiber direction and
gluing them together Veneer LVL

m
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I-Joist Structural material

o

® Light resistance

© Water repellent

* Moisture
conditioning

© Color variations

Tatami facing

Tatami facing made from
straw twisted
machine-made
Japanese paper strings
and a resin coating

Machine-made Japanese paper

For houses For accommodation

Ceiling materials

e Lightweight

An inorganic material  High strength

molded into a board » Workability
using an unused © Moisture
resource, Shirasu permeability
(volcanic ash), and slag o Insect repellent
wool  Antiseptic

Slag wool and Shirasu
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m © Non-combustibility

‘=§ DAILOTONE Lot

=l Mineral fiberboard © Sound absorbing

—  molded into a board © Workability

1 using slag wool as a

71 byproduct of steel

) production

o +

5 For houses For office
g DAILITE o Non-combustibility Wall base materials Wall materials
§ '
3

Q

—
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o
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Base material for house external walls Non-combustible wall material



Building material business

Daiken’s Features
and Strengths

Capability to develop
building materials with

Developing and providing building materials best suited for the interior ]
of various buildings high added value and
capability to propose

The Daiken Group offers building materials that form spaces focusing on safety, peace of S
total plans for interior

mind, health, and comfort to be used for housing, public spaces, and commercial facilities.

spaces
Flooring Door Cabinet Acoustic products
A flooring of Great range of design Storage improvement | Space for enjoying sound
ultimate beauty and variations A complete lineup of cabinets A complete lineup to meet the
A lineup that is particular about Interior door that is highly equipped with abundant sound environment and sound
surface texture and that offers functional and easy to use and | Storage capacity that is quality needs of a variety of
scratch resistance, long-lasting can be coordinated flexibly space-saving and offers other venues, including home
beauty, good design, high features to fit individual theaters, musical instrument
function, and high performance. spaces practice rooms, and audio
rooms

SaI}|I98} [B1213WWO9 pue sadeds aljqnd o4

Engineering business

o
(=
=
T
=
o)
[v]
Q
~+

A flooring for heavy duty areas | Functional door suitable Cabinets inspired by Creating a comfortable
A complete line of flooring that for facility applications consideration to users sound environment
can be. usle(c:ij'ln htiavy du% f Interior doors with particular Cabinets mitigate the various A complete lineup suitable for
ir?af' llnc u dmrg ! (t)Sr?t rtna €0 functionality for nursing risks to users for comfort sound-proofing, echo reduction,
atural wood resistant 1o homes, kindergartens, during use and other specific purposes

damage, sound-proofing
materials, and those that reduce
the impact when a person falls

childcare facilities, medical
facilities, and stores

Daiken’s Features
nd Strengths

' Capabilities to perform
installation work by
. making use of the

Total support for creation of spaces from the supply of building materials
through installation work

The Daiken Group’s major projects are interior construction for public spaces and
commercial facilities, including schools, event venues, office buildings, and houses, to
create spaces that optimize the performance of industrial and building materials.

Tokyo Metropolitan Government Building Kyoto Station Building Kansai University

DAIKEN GROUP REPORT 2022
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.\ Process of Creating Value

The Daiken Group aims for the realization of a sustainable society and the creation of economic and social value by
contributing to solving social issues, such as the Sustainable Development Goals (SDGs), through business activities that
make use of our unique strengths.

17

Social issues and needs Medium-Term Business Models

(External environment Management Plan

and tronds) e and Strengths
SUSTAINABLE (Fiscal 2020-2022) =20
DEVELOPMENT » P.30-32 Strength @

Sy, ¢
G ‘«,,&'ALS 4 Integrated System

Engaging in the development,

. 4 / y installation, and construction :
& : of industrial and building Businesses and market
|Risks| |0pportunities| materials strategies that connect our

- Medium-Term y strengths to value creation
Management Plan
| | GP25 1st Stage ' Strength ©

Materiality 2 Global markets
’(:l:;al N Customer Base Industrial materials /

) P.21-22 ':.i:._ | / Relationships of trust with business /

professional customers Public and

commercial buildings

il | Strength @ Building materials Industrial
Sou rce Of Value Product business materials
creation Deployment
, ; R HR Home renovation

Financial foundation Capabilities market
Shareholders’ equity: Create a new standard with Engineering

66.3 billion yen functional products SUsiEss o .
Interest-bearing debts: homesnc new

T ome market 7

28.5 billion yen . /,-
Pr ion m \ Strength @ . . y
Caggl‘figm;t‘fte 9 Strategies by Business Segment_

2 8bilionyen S IE CIG and Market

Production bases: 20 bases DeveloPment » P.31-32, P.37-38

Capabilities

Research and Pursue the possibilities of

development Y sustainable industrial materials
R&D center ) . and a safe, secure, healthy,
R&D expenses:1.5 billion yen and comfortable space

Human resource A\
Consolidated number of
employees: 3,965 RN \
The nationwide branch and Human >
sale_s office networks, as well as N ; Resource
dedicated sales personnel by ( : /
market and customer \ Strategles,; .
Seven group companies’ \ 3
installation work management N Business
system | Foundation
Customer base &
A wide variety of customers T [
ranging from the housing and = \
construction industries to various
manufacturers

Natural resources

Usage of wood materials (1,000 t)
Domestic: 219 Global: 1,565
Total energy input (1,000 GJ)
Domestic: 2,711 Global: 5,210
Water resource input (1,000 mé)

Domestic: 1,859 Global: 973 Input management resources

*Fiscal 2022

DAIKEN GROUP REPORT 2022



Target

Daiken Global Environment 1y Achieve the Vision of

Long-Term Vision Vision 2050 the Group Corporate

GP25 - Philosophy »P3-4
»P4 J

The New Medium-Term Management Plan

GP25 3rd Stage (Fiscal 2023-2026)
» P.35-38

Offering of products that use strengths »p.15-16 Creation of economic and social value
Creating shared value (CSV) by Daiken businesses

» P.23-28

Industrial materials business

Make full use of wood and mineral resources
and offer a variety of functional materials

Contribution to carbon neutrality
by utilizing wood resources

’ MDE ‘ ’ Veneer/LVL ‘ 02 Promotion the use of domestic
timber

’ Insulation board ‘ ’ Tatami facing ‘

’ DAILITE ‘ ’ DAILOTONE ‘ 03 Effective utilization of unused

resources

Creating a safe, secure, healthy,
and comfortable space

04

Building materials business ) o
Saving construction time and

Offer high-performance building materials work
that form spaces focusing on safety,
peace of mind, health, and comfort
| Flooring | | Acoustic products | Fiscal 2022
| Door || Cabinet | Financial Outcomes
| Stairs | | Construction materials | Net salgs: . 223.3 billion yen
Operating profit: 17.3 billion yen
EBITDA*: 24.5 billion yen
Profit attributable to
owners of parent: 7.8 billion yen
- - - ROE: 10.9%
Englneerlng business Total dividend: 2.6 billion yen
Dividend payout ratio: 33.1%

Interior construction for public spaces,

. “Operating profit + Depreciation + Depreciation of goodwil
commercial facilities, and houses to create perating profit + Lepreciation + Leprectation of goow!

spaces that optimize the performance of Nonfinancial Outcomes

industrial and building materials
Amount of carbon storage by the wood industrial

materials business: 803,000 t-CO./year
‘ Interior projects for buildings and offices ‘ Utilization of domestic timber for flooring
‘ Home renovation ‘ Substrates 51%
Total CO: emissions in Japan (Compared to
‘ Apartment renovation ‘ fiscal 2014): (36%)

DAIKEN GROUP REPORT 2022
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O\ Business Models and Strengths

The Daiken Group makes use of the four strengths of (1) research and development capabilities to pursue the possibilities

of sustainable industrial materials and a safe, secure, healthy, and comfortable space; (2) product deployment capabilities

to create industrial and building materials having various features; (3) a customer base that has long been built with a

wide variety of professional customers; and (4) an integrated system to engage in the development of industrial and

building materials as well as the installation work and construction for creating spaces and is committed to sustainable ﬁ'
value creation.

Strength 4

UL IEIEEAY Engaging in the development, installation, and
System construction of industrial and building materials

e Industrial and building materials do not function as is and the installation work and construction are
required in order for them to deliver performance.

» Daiken not only sells products, such as industrial and building materials, but is engaged in the
installation work, construction, and creation of spaces in the three domains of interior projects for
office buildings and public facilities, home renovation work, and apartment renovation by cooperating
with the group companies engaged in the installation work and construction.

¢ By consistently engaging in the industrial and building materials located in the upstream part as well
as the installation work and construction to create spaces, our entire value chain can provide value.

* We link the needs obtained in the installation work and construction sites with the development of
labor-friendly type products and techniques.

Realization of high-
quality and stable supply
at our group’s plants

| J—

et

Slag wool DAILOTONE ——— Engineering business

Production

Strength1 Pursue the possibilities of sustainable
R&D industrial materials and a safe, secure,
CCLEBILERY  healthy, and comfortable space

» Daiken Corporation was founded soon after the war with an eye toward the
effective use of timber as precious resources and the contribution to society
through postwar reconstruction.

*We conduct research and development based on the two ideas of (1)
overcoming weaknesses and extracting the beauty of timber and (2) using
timber with zero waste as the technology to effectively use timber.

* As the expansion of applications to something other than timber, we have also Development Of
proceeded with the technological Industrial Materials
development to apply technology to
handle wood fibers and utilize unused
mineral resources.

e Furthermore, as the field to make use of
materials and technologies we have
created, we have been expanding the
applications above into research and
development to pursue spaces where
people can spend the time safely, =
securely, healthfully, and comfortably.

Provide new functions to increase
added value

Daiken R&D Center

Research and
Development
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Markets and Customers

Living Spaces Public Spaces

Strength 3

C“Bs;‘::er Relationships of trust with professional customers

Installation*Work
and_Construction

* The Daiken Group has built relationships of trust with a wide variety of professional
customers ranging from the housing and construction industries to various manufacturers
through long standing dealings.

* By not only reflecting such needs and information obtained from customers in the initiatives
for daily improvements, such as quality and usability, but also feeding back to the
development of next industrial and building materials and R&D, we continue to provide new

Nationwide branch and
sales office networks
Dedicated sales structure by
market and customer

value.
Key Customers
. owners, Clients, ang Genery
e
pus\™ Renovation Building Us@rs
Company  Contractor BUZ?G
o0 \‘e\ove‘ - Distributor " Usj,
aﬂ(/f 9
O A K7 g, l/ar
o o v 4 Yo %
Cg:\\\%“\ The Daiken Group %fs
Strength 2 \

Product Deployment
Capabilities Create a new standard with functional products

» By utilizing industrial materials that made use of timber, which is a renewable resource, and sustainable resources, such as volcanic ash as an
unused resource, the Daiken Group has the capabilities to create a new standard with our products having the functions that make the spaces
where people spend their daily lives safe, secure, healthy, and comfortable.

* With the technology cultivated in special plywood, which is the business at the time of the establishment of the company, we developed
industrial materials that made use of wood and mineral resources and by using these industrial materials as base materials, we have been
expanding into the deployment of building materials with increased added value.

» These product deployment capabilities have become our response capabilities, leading to the sustainability of our business.

Building materials business

Technological development that
i [ will lead to the promotion of the ] m Construction materials

Development

Product
deployment that
overcomes the
weaknesses of
and extract the
beauty of timber

use of domestic timber

Special MDF for flooring substrates

Decorative surface

materials

S[eusjew
eseq
=

Special MDF

- - Expand to sound products
4 from the acoustic board

Expand to the flooring
substrates by
developing special MDF

R technology
Expand as the base materials

industrial materials
to building materials

Expansion from T

Expand to unused DAILITE

DAILOTONE
resources

Ceiling Wall (volcanic ash) Wall base materials ~ Wall materials
materials materials

Expand to mineral
resources (slag
wool)

industrial

materials Eaves Louver materials

> Woody fibers

Base materials for building and furniture GLOW EARTH

[ Expand to fiberboards of different] Veneer/LVL

Product Insulation board

deployment that
takes advantage
of the
technology to
use timber with
zero waste

Deploy tatami facing that
makes use of machine-
made Japanese paper

Tatami facing

Industrial materials business

Use application Protection board

development that Inner part of
takes advantage of a tatami mat
the features of

wooden fiberboards Road joint

specific gravities Structural housing materials

—
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Risks, Opportunities and Materiality

In addition to the risks and opportunities that are likely to have a significant impact on the Daiken Group’s medium- to long-
term management strategies, we have identified materiality as the material issues to preferentially address based on such
risks and opportunities as the following. In identifying such themes, we made decisions by the Board’s resolutions through
deliberations in various management meetings. We also link materiality to preferentially address the policies in the medium-term
management plan and the focused measures and proceed with the initiatives after setting the goals.

Request for decarbonization

Climate change and global warming

Loss of biodiversity Difficulty in procuring woody resources

Forest conservation and regulations over illegal logging Needs for industrial materials using sustainable
wood resources

Needs for shifting to alternative resources

Depletion of/scramble for resources Needs for spaces where the elderly and children
can spend time with peace of mind

The Japanese government’s growth strategy Regional revitalization and compact cities

‘ Green Transformation (GX) ‘ Formation of a good housing stock

Construction of a housing circulation system toward a

decarbonized society Resilient urban development and
‘ redevelopment projects

| Digital Transformation (DX)

National land toughening and improvement of the next- Recovery in inbound demand
generation infrastructure

‘ Realization of a tourism-oriented country ‘ New normal as a result of the COVID-19 crisis

Disruption of business activities and supply chains

Threat of infectious diseases
Lack of human resources

Threat of natural disasters
Expansion of the opportunities where diverse
human resources exercise their abilities

Low birthrate and longevity in Japan
Needs for the development of products and

A decrease in population and a decrease in techniques to supplement the lack of skilled
the number of households o construction workers
‘ Depopulation ‘ A decrease in the number of domestic new

housing starts
‘ A decrease in productive-age population ‘

‘ Continuous expansion of demand for the
high-quality living environment in the overseas
growing markets

‘ Acceleration of women’s participation in society

A worldwide increase in population Surging resource/energy prices

Change in the security environment Growing geopolitical risk

R f inabl Management ability that responds to the risks and
equest for sustainable management opportunities and increases corporate value

*Details of the risks associated with businesses are described in the securities report.
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Processes to Identify the Risks, Opportunities, and Materiality

Analysis and organization of external environments

Extraction and organization of risks and opportunities that are likely to have a significant impact on the medium- to long-term management strategies

Evaluation and prioritization based on the degree of importance in terms of management (Our management strategies’ and stakeholders’ expectations)

Identify materiality as the material issues to preferentially address (Deliberations in various management meetings = The Board)

Formulation and implementation of the specific initiatives for materiality

Progress management and a periodic review (Various management meetings = The Board)

Building a Resource-Recycling and
Recycle-Oriented Society

AND SANITATION CONSUMPTION
AND PRODUCTION

1 CLIMATE UFE
ACTION ONLAND

User Needs in the New Normal Era

GOOD HEALTH 9 INDUSTRY, INNOVATION 1] SUSTAINABLE CITIES 17 PARTNERSHIPS
AND WELL-BEING. ANDIN AN

IFRASTRUCTURE  COMMUNTTIES FOR THE GOALS

/| o |aila] &

Diverse Human Resource Foundation by
Improving Comfort in Working and Job
Satisfaction

600D HEALTH GENDER DECENT WORK AND
AND WELL-BEING. EQUALITY ECONOMIC GROWTH

| & |

REDUCED 1 PARTNERSHIPS
INEQUALITIES FOR THE GOALS

s
< | ®
v

Creating Shared Value (CSV) by
Daiken Business

Contribution to carbon neutrality
by utilizing wood resources
) P.23-24

Promotion of the use of
domestic timber
» P.25-26

H
N

Effective utilization of unused
resources
»P.26

o
w

Creating a safe, secure, healthy,
and comfortable space
) P.27-28

o
H

Development of labor saving
type products and techniques
»P.28

Environmental Strategy
» P.47-50

Human Resource Strategies
»P.51-52
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Initiatives for materiality “Realization of a resource-recycling and recycle-oriented society”

Creating Shared Value (CSV) by Daiken Business

Contribution to carbon neutrality by utilizing wood resources

13 oo 15 i
ol

By pursuing the use of wood resources for materials, turn the living space into “The second forest”

Social issues and needs

While the countermeasures for climate change have become a pressing global issue, the importance
of protecting and growing forests that have the functions to absorb CO., and store it as carbon to reduce
greenhouse gas emissions and using wood resources as materials, in addition to energy saving and shifting to

renewable energy, has been increasing.

CO:

The cycle to
keep protecting
and making

_use of forest

Felled trees

C Fix and store as carbon

E%is(t:: ::)rg nthe carbon storage that absorbs and By keep using timber as materials, it

We conduct business activities to maximize the value

i

uoneuiwen

‘A
4

Wood offcuts

!

Maximize the CO, absorptive
function by moderately felling trees

@
@®®®@ @
[co 7@

(Virgin)

Timber from
forest thinning

o
4 .
Promotion of

greening and grgwth

Amount of absorption
—— by photosynthesis

Amount of
absorption/

emissions Emissions by breathing

A

Fixed carbon content

Tree age
*From the frequently asked questions on the Forestry Agency’s website

Growing forest has the function to absorb
more CO: than matured forest.
By adequately felling trees according to the
forest growth cycle and newly planting trees,
it will become possible to maximize the CO:
absorptive function of a forest.

(Recycled)

Greening and L
improvement ¢

of soil

Woody fibers

Agriculture
and
horticulture
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%_) Wood chips

Wood chips ...

Veneer

Base materials

MDF

Amount of carbon storage*

Approx. 681 ,000

t-CO,/year

s|eualew aseg

Tatami mats

Insulation board

Amount of carbon storage*

Approx. 1 21 ,000

t-CO./year

Base materials
for house flooring




Daiken's strengths and value creation

Daiken Corporation was founded with an eye toward the effective use of timber as precious resources and contribution to
society. Since the foundation of the company, we have refined technologies to overcome the weaknesses of timber and use
timber with zero waste and developed industrial and building materials offering a wide variety of functions. Trees function to
absorb CO, during the growth process, to fix it as carbon, and to keep storing it by continuing to use them as materials. Since
timber is a renewable resource, it can contribute to the realization of a sustainable society and carbon neutrality by creating the
cycle to appropriately manage and use forests. By pursuing the sustainable use of wood resources from the three perspectives
of (1) use of appropriately managed timber, (2) use of timber to protect forests, and (3) use of timber with zero waste, we

continue to create social and economic value.

CO:

becomes possible to keep storing carbon Egnr:\?; t;l;rt:g;econd LR

of timber and continue to use as materials for a long time.

N

Building materials business

* Amount of carbon storage* |

Approx. 1 65,000

t-COy/year

- * e

Doors, cabinets, stairs, and construction materials

Carbon content that forest can store is
limited. By expanding the scenes to use
timber as various materials, it will become
possible to store more carbon while enriching
people’s living spaces.

Public spaces an
living spaces

Demolition

Emitted CO,
is absorbed
by forests

D
02N

!
LS /!;

Waste

Construction demolition

timber

The cycle to
continue to use as
materials for a long
time without burning
them

*Fiscal 2022

Calculated in accordance with the method of calculation in the
“Guideline for Labeling of the Amount of Carbon Storage
Concerning Timber Used in Buildings” by the Forestry Agency

incineration
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N Creating Shared Value (CSV) by Daiken Business

Initiatives for materiality “Realization of a resource-recycling and recycle-oriented society” [
&=

CONSUMPTION
AN PRODUCTION

02 Promotion of the use of domestic timber CcO

Promote the use of domestic timber with special MDF that offers excellent water resistance

Social issues and needs
Japan is one of the world’s most forested countries with about two-thirds of the land covered in forest.
Therefore, domestic timber should be more actively used in order to foster healthy forests that fulfill various
needs, such as absorbing CO, and prevention of landslides. The Japanese government is aiming to increase
wood self-sufficiency to 50% by 2025.

Daiken's strengths and value creation @)

The Daiken Group took advantage of the expertise cultivated as the leading flooring manufacturer and Daiken’s unique MDF
technology that offers excellent water resistance and surface smoothness, proceeded with the development of flooring
substrates combined with domestic timber, and has made many improvements. Because of the shift, we newly promoted for
our primary products in the fiscal 2022, utilization of domestic timber for flooring substrates, which was approx. 4% in the fiscal
2015, increased to approx. 51%. The group will continuously proceed with product development that will draw out the appeal
of domestic timber and further promote the use of domestic timber.

Utilization of domestic timber for . Cross-section image of flooring substrates
flooring substrates Fiscal 2022 made from domestic timber

(%)

Approx. %
60 PP °

50 47

41
40

33
30 30

23
20

10 4
Daiken’s special MDF

20156 2016 2017 2018 2019 2020 2021 2022

(Fiscal year) Plywood made of domestic

timber

Expanding the scenes to utilize domestic timbers with the wood hardening technology

Daiken's strengths and value creation Q

With Daiken’s uniqgue WPC* technology to harden wood | Rpesuits of the commercialization
tissues by injecting plastics into and filling the tissues, it has of local materials with the WPC

. . . technology
become possible to offer flooring with excellent surface
strength that uses domestic natural wood for decorative
surface materials. Because many domestic tree species are
soft materials, low durability in using them as flooring was prefectures
anissue, but by taking advantage of this technology, we will WPG flooring
expand the use of domestic timber while meeting the needs  Mechanism of the WPC technology

of using local materials. [ ‘
é é :x
} | } ]| So ot¥as, £ ] s
|
' By filling plastic resin, it demonstrates

b

*WPC: The abbreviation for Wood Plastics Combination

Inject plastic resin into surface wood strength against dents and scratches
for flooring and harden it
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New use application development of wood materials

Daiken's strengths and value creation (3]

While exploring new possibilities of domestic timber, we developed the soil improvement additive DW fiber made of fibrillated
timber offcuts and to which fulvic acid with plant growth-promoting effects is added and the wood culture medium GLOW
EARTH that can create an optimal cultural environment by making factor substances that inhibit the growth of plants harmless
under the conceived idea of using such domestic timber as wood fibers. These products realize the resource circulation that
wood harvested in a forest becomes the culture medium, helps the growth of the next plants, and returns to the soil again and
deployment to the fields of civil engineering and landscaping as well as the fields of agricultural and horticultural materials leads
to new use application development of domestic timber.
DW fiber GLOW EARTH

AR,
;A
& /)

h e/ 4
GLOW EARARTH

| After about six months 5
Soil improvement additive Case of greening a slope surface by DW fiber Wood culture medium Use case in a vegetable garden

DW fiber GLOW EARTH

Initiatives for materiality “Realization of a resource-recycling and recycle-oriented society” [+ |33
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03 Effective utilization of unused resources

Expansion of the utilization of unused resources using non-combustible materials that offer excellent durability

Social issues and needs

While everyday lives becoming more convenient and affluent, limited resources and energy on earth have been
heavily consumed and there have been growing concerns about the depletion of natural resources. To respond to
these issues, pursuit of sustainable production and consumption, such as effective utilization of renewable
resources and unused resources and the reduction of waste, has become crucial.

Daiken's strengths and value creation

Daiken developed DAILITE, the world’s first new industrial material using an unused resource, shirasu (volcanic ash) as the
major raw material, which has the performance that could not be realized with conventional inorganic materials, such as
lightweight, high strength, and fireproof, and started selling it in 1997. In the beginning, DAILITE was mainly used as a bearing
surface material to enhance strength of houses but we now propose to use it as the non-combustible and well-designed wall
materials and louver materials. By finding value in an unused resource and expanding the use applications, we contribute to
the realization of a sustainable society.

Bearing cloth base materia DAILITE MU A non-combustible wall material with a deep Shirasu, an unused resource available in the natural world
curved design made of DAILITE base material
GRAVIO EDGE
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\ Creating Shared Value (CSV) by Daiken Business

Initiatives for the fulfillment of materiality, “User needs in the new normal era” D
04 Creating a safe, secure, healthy, and comfortable space wd

Creating a safe space to live together with the elderly

Social issues and needs
Japanese society is more rapidly aging than other developed countries and becoming a super-aging society with
one in four people aged 65 or over. Amid concerns about social problems with elderly people providing care for
elderly people, living spaces where people can live with peace of mind even when they get older are required.

Daiken's strengths and value creation (1)

Based on our ideas and technologies for living spaces proven .4
through our work, Daiken is committed to manufacturing from
the perspective of all users, including elderly people, their families,
and caregivers. In recent years, we have improved the
mechanism that can finely respond to the needs that vary I <
according to facilities, such as elderly facilities and houses that | [

are considerate of home care, and have been deplOylng Cases of adopting the building materials A wide sliding door that can be easily

comprehensive product lines that are safe and have functionality. ffom the OMOIYARI SERIES for the iving  accessed by a wheelchair
spaces where elderly people live

Creating spaces where children can spend the time safely

Social issues and needs
With the increase in women’s participation in society and in childcare facilities that increasingly grow in
importance, it is imperative to create safer facilities and reduce nursery teachers’ burden in addition to the
problem of children on the waiting list due to the lack of facilities.

Daiken's strengths and value creation @

We thoroughly examined the performance required for the area
around a door in a childcare facility where the risk of injury is
particularly high and developed the door dedicated to
kindergartens and childcare facilities, while taking advantage of the
expertise in door manufacturing cultivated from past houses and
elderly facilities. We will support a wide variety of problem solutions
required for childcare facilities, such as improvement of safety and 4|
comfort and further reduction in the nursery teachers’ burden by omorvari kibs boor

using Daiken’s unique technologies and diverse products. A?C;OF thatis considerate of children’s
safety

Seismic resistance / Strengthening of disaster prevention

Social issues and needs
Japan has been devastated by earthquakes many times, including the Great East Japan Earthquake. Large
earthquakes, such as the Nankai trough earthquake, are predicted with high probability to occur in the future, and the
Japanese government has set a target for seismic resistance ratios and promotes the seismic resistance and the
strengthening of disaster prevention for houses and buildings.

Won the KIDS DESIGN AWARD

*Designs to support comfortable raising of children

- KIDS DESIGN
AWARD 2021

Ceiling sound absorbing pane KIN TONE

Daiken's strengths and value creation 9
Daiken has contributed to improving the aseismic performance of | Number of households installing DAILITE V
Japanese wooden houses through the development of DAILITE,  (cumulative) *Estimated by our company -y
an inorganic bearing surface using mineral fibers and an unused =~ APProx.
resource, shirasu (volcanic ash) as the major raw materials. By Bl
deploying not only bearing surface materials but also a number of ' '

product lineups that offer excellent non-combustibility and = (As of the end of March 2022) ;
fireproof property, we have been promoting the strengthening of Approx. 7|
disaster prevention. With our unique base materials, we will

improve safety of various living spaces, such as wooden houses
and public and commercial buildings.

DAILITE MS

(As of the end of March 2021)
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Expansion of the antiviral products

Social issues and needs
With the pandemic outbreak of infectious disease, awareness of health and clean environments has been rapidly
increasing and the needs for sanitary measures for and safety of living spaces and public spaces where people
gather have been expanding.

Daiken's strengths and value creation e

We focused on the antiviral function in the wake of the outbreak of .
the novel influenza in 2009 and started working on its
development in 2011. In the following year, we put the function to
practical use as the antiviral function BIOTASK* ahead of the
industry. We respond to the needs in the COVID-19 crisis, expand
the product variations having the antiviral function, and proceed i o
with the initiatives aimed at reviewing the antivirus mechanism and I| LR

contributing to the reduction of the threat of virus A product having the antiviral function Microorganism measurement room in the R&D
' Center

*BIOTASK: Our unique name for the antiviral function (our registered trademark)

Improvement of the sound environment in living spaces

Social issues and needs
With the changes of the times, issues concerning sound in daily lives have become diversified. Particularly in the
COVID-19 crisis, the needs for the prevention of sound leakage and reverberation have been rapidly increasing
because of the increase in working at home and online meetings.

Daiken's strengths and value creation @

In pursuing comfort of the living spaces, Daiken has been
engaged in acoustic products since the 1980s and faced various
sound issues. Since then, with the accumulation of technologies
and know-how for 40 years, we not only develop products having
soundproof and sound absorbing functions but also propose
spaces to realize the optimal sound environment. In response to
the fact that new issues concerning sound have recently become
apparent in offices, stores, and medical facilities, we expand the
product lineup that corresponds to the needs of each facility. A soundproof room corresponding to OTOTEN, a ceiling material for a soundproof room
Through the resolution of sound issues that significantly influence P9 2 Musiea! nstrument

comfort, we will realize more comfortable living spaces.

Initiatives for the fulfillment of materiality, “User needs in the new normal era” 8 toumonss.
. . ~M
Development of labor saving type products and techniques i

Contributing to the anti-seismic ceiling by developing the labor-saving construction technique

Social issues and needs
A shortage of workers has become an aggravated problem in the construction industry. On the other hand, while the
Building Standards Act revised after the Great East Japan Earthquake requires higher aseismic performance of the ceilings
of large public buildings, there was an issue that it requires much time and labor in making existing ceiling anti-seismic.

Daiken's strengths and value creation

To particularty respond to the needs of making the ceilings of large ' pate of reduction of construction
public facilities anti-seismic after the Great East Japan Earthquake, = time and labor compared to
Daiken developed a unique ceiling construction technique that makes it gft':f':g::?cf°"ve"t'°"al ceiling
possible to make the ceiling anti-seismic with the saving construction *Estimated by our company
time and work. With this construction technique, we reduced the

construction time and labor by approx. 25% compared to making the

conventional ceiling anti-seismic. We also developed a ceiling system

exclusively for hallways, which will become the evacuation route at the =~ APProx. %
time of disaster. We will aim to further realize the saving construction Our own anti-seismic ceiling construction
time and work for not only ceilings but also building materials for eehniaue

renovation from the perspective of a new construction technique.
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“\_ Progress of the Medium-Term Management Plan
-+ Toward Realization of the Long-Term Vision

As the roadmap toward the realization of the long-term vision GP25 that drew how we should be in 2025, the Daiken Group has
set the medium-term management plan in three steps. In the medium-term management plan GP25 2nd Stage that started from
fiscal 2020, we set management goals for both the financial and nonfinancial aspects and developed measures with the policies of |
“Accelerating growth strategies” and Il “Enhancement of the management foundation” as key axes.

Medium-Term Management Plan GP25 1st Stage (Fiscal 2017-2019)
The first step toward an all-embracing company for building materials

Basic policy

® Endeavor to further strengthen current businesses and develop the foundations for new businesses as the key to growth

® Proactively develop environmental-related technologies for ecological materials, energy savings, and domestic wood
utilization

® Actively introduce management resources to the priority markets of public and commercial buildings and global markets

® Maximize the synergy of manufacturer and engineering to enhance profitability

@ Create a work environment where employees can work with enthusiasm and foster the human resources who will play
important roles in the future

® Define diversity is as one of the management strategies, and the ability delivered by a variety of human resources is to
be the engine of growth

@ Strengthen governance to enhance corporate value over the medium and long term

Results achieved against management goals

(¥100 million)

Benchmark Results Goals

Fiscal 2016 Fiscal 2017 Fiscal 2018 Fiscal 2019 Fiscal 2019
Net sales 1,681 1,688 1,705 1,829 1,800
Operating profit 55 85 75 57 70
Ordinary profit 52 90 87 68 70
Profit attributable to owners of parent 39 51 58 44 43
ROE 9.8% 11.7% 11.7% 7.8% 8%
Dividend payout ratio 30.4% 30.1% 30.3% 42.4% 30% or more

Achievements and issues

m As for the management goals, we achieved the goals in terms of net sales and net profit.

m As for operating profit, we increased profitability over the past three years and achieved the goal for two consecutive years;
however, issues had come to the surface in raw material procurement and the ordering and order receiving system, and we
could not achieve the goal in the final fiscal year and issues remained in the business infrastructure.

m We actively made investments, such as M&A to enhance industrial materials business, expansion of the product lineup by
launching products on a large scale, establishment of the R&D center, and the addition of the biomass boiler, and steadily
executed measures to lead to the next stage of growth.

m Regarding shareholder return, we followed the policy of the dividend payout ratio at 30% or more and improved shareholder return.

3 investments toward the expansion in the priority markets

Enhancement of the MDF supply system (Purchased DSL in New Zealand)
Global Markets

Distribution of the wood material business in North
America (Purchased CIPA and PWT)

Door production facility expansion and reinforcement for special order items

Public and Launch of a new DAILITE wall Expansion and reinforcement of the production
) material product capacity
Commercial
Buildings Tatami facing production facility expansion and reinforcement

Distribution of the solid wood flooring business
(Purchased T.0 FLOORING CO., LTD.)

Home renovation Distribution of the apartment renovation business (Purchased PAC SYSTEM Co., Ltd.)

market Enhancement of renovation work in the Tokyo metropolitan
area (Purchased ReformQ Co., Ltd.)

2017 2018 2019 2020 2021 2022 (Fiscal year)

GP25 1st Stage GP25 2nd Stage
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2025 Long-Term Vision GP25
@
The New Medium-Term allanagement Plan GP25 3rd Stage (Fiscal 2023-2026)

edium-Term Management Plan GP25 2nd Stage (Fiscal 2020-2022)
Accelerate growth to become an all-embracing company for building materials

Basic policy

Based on firm management foundation, pursue the resolution of social issues through our business, thereby
accelerating our growth strategies toward becoming an all-embracing company for building materials.

I. Accelerating growth strategies Il. Enhancement of the Management Foundation
Domestic: Review of the Business (Market) Portfolio 1 Optimize our financial foundation
Global: Business expansion through proactive investments 2 Restructure firm and flexible business infrastructure
and entry into new markets 3 Practice of ESG Management

Results achieved against management goals

(¥100 million)
Results Goals
Fiscal 2020 | Fiscal 2021 | Fiscal 2022 WFEIE{Plipr
Net sales 2,024 1,992 2,233 2,250
. Accelerating growth | Operating profit 83 87 173 120
strategies Operating profit ratio 4.1% 4.4% 7.8% 5.3%
Profit attributable to owners of parent 54 56 78 70
ROE 9.5% 9.1% 10.9% 10%
Efficiency
Financial ROA 5.5% 5.8% 10.5% 7%
Indicators | Soundness | Shareholder equity ratio 32.7% 39.4% 41.7% 40%
Il Enhancement of Shareholdertun | Dividend payout ratio 33.4% 32.4% 33.1% | 30% or more
the Management - .
Foundation E Total domestic CO, emissions (28%) (35%) (36%) (26%)
Non- Total diversity index? +19pt +19pt +30pt +20pt
financial | S
Indicators Serious quality accidents and violations 1 1 0 0
Degree of penetration of the grou
G cor%orate ghi\osophy‘3 group +4pt - +5pt +10pt

*1: Compared to fiscal 2014 *2: Our own indices in which the eight diversity items, such as the female manager ratio, were indexed as compared to fiscal 2019 *3: Our own indices in which employees’
understanding, sharing, and practice of the group corporate philosophy were indexed as compared to fiscal 2018

Achievements and issues

m Toward the expansion in the global markets positioned as the growth driver, wood industrial materials business by the
two North American companies, which became group companies through M&As in fiscal 2020 significantly led the overall
performance and we achieved all of the management goals excluding net sales, such as the profit goal and financial indices.

m While expansion in the global markets progressed, construction demand, such as accommodation facilities and commercial
facilities, rapidly decreased because of the impact of the COVID-19 crisis in Japan, and we could not achieve the expansion
goal in the public and commercial buildings.

m Toward the second half of fiscal 2022, because of the combination of a higher-than-expected increase in orders in Japan
and delayed arrival of raw materials caused by the disruption of marine transportation, a delivery delay occurred in part of
the products in building materials business. We were in the situation where we had no choice but to impose a limitation on
orders received and issues remained in the BCP of the entire supply chain.

m As for the nonfinancial goals, in addition to the achievement of the total domestic CO. reduction goal by utilizing renewable
energy linked to business activities, we could significantly surpass and achieve the initial goal concerning the total diversity
index, which is our own index, because of the promotion of taking paternity leave.

Trends in Performance toward the Realization of the Long-Term Vision GP25

(¥100 million) . Net sales . Of which net sales in the three priority markets (Share) . Operating profit (Operating profit ratio) (¥100 million)
2,500 250
2,233 2,250
2,000 2’024 ,,,,,,,,,,,,,,,, 1 ’992 200
1 705 1,829 -
1 - .
1,681 688 09 945 1,271 ;2,20%5
% :(54%):
(33%) (34%) (36%) : :
Ny T T H : 100
173
(7.8%)
: 11120:
500 85 75 83 87 S X S
55 (5.1%) 0o 41%) (4.4%) P
(3.3%)
2016 2017 2018 2019 2020 2021 2022 2022 Goals  (Fiscal yea?)

Benchmark GP25 1st Stage GP25 2nd Stage
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Medium-Term Management Plan GP25 2nd Stage
Results of the Strategies by Business Segment and Market

Strategies by Business Segment and Sales Result

Sales by Business

¥100 million,
(2,500 ton) M Other I Engineering business M Building materials business M Industrial materials business
2,250
2,000 02 P 2802
! 92 - (13%) i
1,829 - 217 205 N i
1 ,688 ____________ 1 ,705 | 135 ) (11%) (10%)
15 119 1800
1,500 136(8%) 164(10%) .- 0% - 919
) : 950
i (42%) i
1,000
,,,,,,,,,,,,,,,,,,,,,,,, 1,001 [N
500 765 806 (1’15%) ' gq)/o :
563 564 553 618 (38%) (41%) ; (40%) :
(34%) (33%) (32%) (34%) : :
o ; :
2016 2017 2018 2019 2020 2021 2022 2022 (Fiscal year)
Results Results Results Results Results Results Results Goals

GP25 2nd Stage (FY 2020-2022)

Industrial materials business

Globally expand the markets and by taking advantage
of sustainability and functionality, expand applications,
and maximize the fixed asset efficiency

m Invest in the North American wood industrial materials
business (LVL/veneer) and expand into the North American
market

m Pursue optimization of the production system

m Accelerate application development centering on the
resolution of social issues

Start the non-combustible business for wood materials
Consider commercialization of wood material use for the
agricultural and gardening markets

Consider commercialization of new wood materials

Strategies by Business Segment

Three-Year Summary (@ Achievements and A Issues)

® Expansion of business by purchasing two North American
companies that are engaged in LVL and veneer

©® Improvement of profitability through enhanced cooperation with
the two North American companies and by introducing products
with high added value

©® Expansion of the non-combustible product lineup of DAILITE
base materials

A Continuation and early completion of business structural reforms
in the four group MDF plants

A Postponement of the judgment of commercialization of new
wooden boards associated with the COVID-19 crisis and soaring
construction costs

Building materials business

By taking advantage of the industrial materials business,
as well as functional and construction saving-type
building materials, increase our share in the housing
market and expand in the public and commercial
building fields

m Further expand differentiated products that can keep getting
chosen

m Expand the product/sales networks by actively utilizing M&A
and external resources

@ Sales expansion of flooring centering on high design products
that are our unique technology

® Introduction of new products that correspond to changing
lifestyles during the COVID-19 crisis

A Enhancement of the BCP based on the delivery delays in the
final fiscal year

A Sluggish orders received in the solid wood flooring business and
delayed onset of synergy by purchasing companies

Engineering business
Expand the construction domains, areas, and order
sources by M&A and cooperating with other companies

= Expand the construction company’s business targeting the
priority markets (public and commercial building,
remodeling, and renovation)

DAIKEN GROUP REPORT 2022

© Expansion of the sale of and increased profitability of apartment
renovation business in the Tokyo metropolitan area

© Expansion of orders by enhancing cooperation with the ITOCHU
Corporation Group

4 Expansion of synergy between the sale of the industrial and
building materials business products and the construction function

4 Expansion and optimization of the construction domains (M&As
not executed as planned due to the COVID-19 crisis)



Strategies by Market and Sales Results

(¥100 million)

2,500

2,000

1,500

1,000

Sales by Market

l Global markets M Public and commercial buildings M Industrial materials B Home renovation market

Domestic new home market

Benchmark

,,,,,, 2,250
: 520 |
1,829 365 721 (23%) &
1,681 1,688 1,705 - [FLP (18%) (©2%) I S B
109 o B 122 - [ (11%) B i3
= P (14%) &
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 224
357 343 334 355 | 355
) ) 14% 246 199 : o :
B | - . Gosy) | (19%) ( ) % % (16/>
287 288 289 284 317 312 <743} Domestic: i 1,730
v G e (o) =9 | (16%) C10) market : (§770/?)5 T7%)
...................................... 1,512 :
(68%)
756 750 775 786 730
(45%) (74?0/3) (44%) (42%) (39%) (37%)
2016 2017 2018 2019 2020 2021 2022 2022 (Fiscal year)
Results Results Results Results Results Results Results Goals

GP25 1st Stage

GP25 2nd Stage

GP25 2nd Stage (FY 2020-2022)

Global markets »P.39-40

Accelerate global expansion with a focus on the industrial
materials business through aggressive investments

| |nvest in the North American wood industrial materials business
(LVL/veneer) and expand into the North American market

m Continuously expand wood materials with a focus on MDF

m Put the Chinese and Indonesian building materials businesses
on a path toward stable growth and shift to the growth strategy

Strategies by Market

Three-Year Summary (@ Achievements and A Issues)

@ Expansion centering on LVL in the American housing market on

@ Expansion of the MDF sales channels for overseas countries

® An increase in door sales in the Indonesian plant due to the
growth in demand from the UK

A Enhancement of the development of global human resources
corresponding to the expansion of business operations

} the background of a strong demand

Public and commercial buildings »P.41-42
Expand investments, including M&A, and accelerate growth
m Expand the product lineup (The medical field will be the new focused target)
® [mprove infrastructure for the expansion of the markets, such as
logistics, correspondence of drawing, and the sales structure
m Expand the product and sales networks, including cooperation
with other companies and M&A

@ An increase in the number of adoption of doors for elderly
facilities, medical facilities, and offices
@ Enhancement of the proposals with functional products, such as non-

A Response to the decrease in demand in commercial and accommodation
facilities associated with the rapid decrease in the number of overseas
visitors to Japan and increased number of people staying at home

A Shift of the sales structure from the housing market and
acceleration of the introduction of new products

} combustible, antivirus, and improvement of the sound environment

Industrial materials
Cover the decrease in these for housing with application
development and expand industrial materials business
m Focus on application development for the new markets and fields
m Promote the development of and search the applications of new
materials and R&D products

® New deployment to the civil engineering, agriculture, and
horticulture markets utilizing woody fibers

@ Establishment of the technology for new wooden boards toward
the substitution for lauan wood

A Review of the supply system based on the delivery delays

A Acceleration of the new application development in preparation
for the decrease in demand in the future

Home renovation market »P.43-44
Expand in the renovation market from a perspective of
development of functional products and methods
= Expand the renovated properties and renovation work in the
Tokyo metropolitan area
m Focus on the expansion of the products for renovation, such as
construction savings and waste savings

® Development of labor-saving type products and enhancement of
proposals for specialized remodeling companies

© Expansion of the apartment renovation and renovation work in
the Tokyo metropolitan area

A Introduction of products that utilize the know-how on renovation
work

A Optimization of the remodeling work system

Domestic new home market
Restructure the sales structure in response to changes in
the market and customer needs, and increase our share
Continuously enhance the products and proposals from the perspective
of functionality, such as soundproofing and construction work saving
Enhance the collaborative system with key distribution companies
as well as a system to make proposal to key customers

Expansion of sales to large production builders targeting first-time
home buyers that are increasing their presence in the market
Promotion to increase the use of domestically produced
materials for flooring substrates

A decrease in profitability associated with the change in the
market structure

Pursuit of the operational productivity improvement by promoting DX
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Sales Breakdown by Segment

(Fiscal 2022)
Engineering _ other5%
business
9 . Industrial materials
%o

business 4 5 o

Net sales:

223,377

million yen

Building materials
business

419

Operating Profit Breakdown

by Segment
(Fiscal 2022)
Engineering &
business Other 4%
6 o Industrial materials
%o

business 7 5%

Operating profit:

17,361

million yen

Building materials
business

15%
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Summary of Businesses

Industrial materials b

Net sales Operating profit/Operating profit ratio
[/ M Operating profit 0@ Operating profit ratio
(¥million) (¥million) (%)
120,000 15,000 15.0
100,177 12,958
100,000
12,000 12.0
80,000
9,000 9.0
60,000
6,000 6.0
40,000
3,000 3.0
20,000
0 0 0.0
2018 2019 2020 2021 2022 2018 2019 2020 2021 2022
(Fiscal year) (Fiscal year)
Building materials busing
Net sales Operating profit/Operating profit ratio

"M Operating profit -O@- Operating profit ratio

(¥milion) (¥million) (%)
120,000 6,000 6.0

100,000 94,938 o1 ’907 5,000
97

80,000 4,000

60,000 3,000

40,000 2,000

20,000 1,000
0
2018 2019 2020 2021 2022 2018 2019 2020 2021 2022
(Fiscal year) (Fiscal year)
Engineering Busi
Net sales Operating profit/Operating profit ratio

{1 Operating profit 0@ Operating profit ratio
(¥million) (¥million) (%)
30,000 1,400 7.0
1,200

21,713
20,542 20,264 1,000
20,000

800
600
10,000

400

200

0
2018 2019 2020 2021 2022 2018 2019 2020 2021 2022
(Fiscal year) (Fiscal year)




Results in Fiscal 2022

Net sales in the industrial materials business in fiscal 2022
decreased because of the sale of a domestic MDF sales subsidiary,
but because of the increase in MDF sales in the global market, the
increase in LVL sales in the U.S. housing market, the increase in
sales of materials for tatami mats in the domestic new home market
and the renovation market, and the increase in DAILITE sales for
public and commercial buildings, revenues increased.

Regarding operating profit, in addition to the effect of increased
revenues above, as we proceeded with rationalization, cost
reduction, and incorporation of the increases in raw material prices
and marine transportation costs into selling prices, as the market
prices of wood products hovered at the high level on the background
of strong housing demand in the U.S., and as we strived to expand
the sales of the products with high added value, such as antiseptic
LVL and high-strength LVL, revenues increased.

As a result of the above, net sales amounted to 100,177 million yen
(up 24.1% year-on-year) and operating profit amounted to 12.958
billion yen (up 247.2% year-on-year).

Results in Fiscal 2022

Net sales in the building materials business in fiscal 2022 suffered
from the influence of the decrease in sales due to door and flooring
delivery delays and a limitation on orders received during the fourth
quarter consolidated accounting period, but as we increased the
sales of flooring, doors, and sound products for the new home
market, renovation market, and public and commercial buildings
during the third quarter consolidated accounting period, revenues
increased.

Regarding operating profit, although we proceeded with
rationalization, cost reduction, and incorporation into the selling
prices for the increases in raw material prices, such as plywood, we
also suffered from the influence of decreased revenues during the
fourth quarter consolidated accounting period due to delivery delays
and a limitation on orders received, we could not absorb them, and
revenues decreased.

As a result of the above, net sales amounted to 91,907 million yen
(up 3.6% year-on-year) and operating profit amounted to 2.68 billion
yen (down 34.3% year-on-year).

Results in Fiscal 2022

Regarding net sales in the engineering business in fiscal 2022,
because of the decrease in interior projects for office buildings,
revenues decreased.

Regarding operating profit, as apartment renovation we engaged
in the Tokyo metropolitan area was favorable, profitability
improved, and revenues increased.

As a result of the above, net sales amounted to 20,264 million
yen (down 1.4% year-on-year) and operating profit amounted to
952 million yen (up 87.5% year-on-year).

Production Plants  Subsidiaries part of the Group

Okayama Plant
Takahagi Plant

Dai-tac Corporation

Aizu Daiken Corporation

Nichinan Daiken Co., Ltd.

Eco Techno Co., Ltd.

DAIKEN NEW ZEALAND LIMITED (New Zealand)
DAIKEN SOUTHLAND LIMITED (New Zealand)
DAIKEN SARAWAK SDN. BHD. (Malaysia)
DAIKEN MIRI SDN. BHD. (Malaysia)

CIPA Lumber Co., Ltd. (Canada)

PACIFIC WOODTECH CORPORATION (USA)

Nikkei Architecture

Rankings of the Building Materials and Equipment Manufacturers
that the Readers Want to Adopt in 2021

14 Second place in the Inorganic Bearing Surface Category

A questionnaire survey for the readers in regard to their
intention to adopt building materials and equipment
manufacturers’ products

The November 25, 2021 issue

M - A~
Pz 24
$

0

Production Plants  Subsidiaries part of the Group

© Daifit Co., Ltd.

© Dai-wood Corporation

© Setouchi Kakoh Co., Ltd.

©® Toyama Juki Co., Ltd.

© T.0 FLOORING CO., LTD.

© DAIKEN Industries (Ningbo) Corporation (China)
© DAIKEN (Shanghai) Corporation (China)

© PT. DAIKEN DHARMA INDONESIA (Indonesia)

© Inami Plant
© Mie Plant

Nikkei Architecture

Rankings of the Building Materials and Equipment Manufacturers
that the Readers Want to Adopt in 2021

First place in
YL 1] the Composite [T
Flooring Category
A questionnaire survey
for the readers in regard
to their intention to
adopt building materials
and equipment
manufacturers’ products manufacturers’ products
The November 25, 2021 The November 25, 2021
issue issue

Second place in
the Home Interior
Door Category

A questionnaire survey
for the readers in regard
to their intention to
adopt building materials
and equipment

M- A~
FUFVT
i ,

S - A1~
IUFVT
g $

Subsidiaries part of the Group

DAIKEN ENGINEERING CORPORATION
Koukou Sangyo Corporation

Sankei Corporation

Smileup Corporation

ReformQ Co., Ltd.

PAC SYSTEM Co., Ltd.

T.O FLOORING CO., LTD. (construction)

Our apartment renovation project
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A\ The New Medium-Term Management Plan GP25 3rd Stage

Positioning of the New Medium-Term Management Plan

Toward the Realization of the
Long-Term Vision GP25 in 2025

{ G P2 5 3rd Stage Establish the image of an all-embracing company /

for building materials

Execute the growth strategy based on the pursuit of the
resolution of social issues using sustainability as the key axis
of management and establish the image of an all-embracing
company for building materials

/ Fiscal 2020 to fiscal 2022:

GP25 2nd Stage

Accelerate growth to become an all-embracing company
for building materials

Fiscal 2017 to fiscal 2019:

The first step toward an all-embracing company
for building materials

Growth trajectory targeted in the Ling-Term Vision GP25

While a decrease in domestic new housing starts is expected in the future, we will aim at expanding the global market, public
and commercial buildings, and the home renovation market that we position as the priority markets, in addition to the increase
in our share in the new home market. By proactively investing our management resources in these priority markets, we will
proceed with the reform to become a company that will keep growing even in the situation of decreased domestic new housing

starts.
To become a company that will keep growing even in the situation
of decreased domestic new housing starts
(100 million yen/10,000 homes) \/ (¥100 million)
300 3,000
% Net sales (100 million yen) on the right axis To achieve the Long-Term Vision GP 25
== (Operating profit (100 million yen) on the left axis
=== Domestic new housing starts (10,000 houses) on the left axis Goals
2,500
250 . 2,500
o
200 ‘: :‘ 2,000
------- .
........ .
1 1
Lo 1,500
1 1
- 1,000
1 1
|
! 500
|
0
©
(,90’ (Fiscal year)
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Basic Policy

—— |. Execution of the Growth Strategy ~Key to the Resolution of Social Issues (CSV)~

Contribution to a Recycling-Oriented Society
Accelerate the development of industrial materials using wood resources and waste where recycling is managed and the
deployment to the global market through utilization development

Satisfaction of User Needs in the New Normal Era
For user needs that seek for further improved safety, security, health, and comfort in all kinds of spaces, enhance our solution
proposal capabilities that take advantage of having diverse products (industrial materials and building materials), the spatial
evaluation and analytical functions, and the construction function

Il. Enhancement of the Management Foundation with Sustainability as the Key Axis

Human Resource Foundation

® Creating the workplace environment and culture where
diverse human resources can be active

©® Human resource development that supports the growth
and can respond to changes

® Establishment of the system and mechanism that admire
and support challenges

® Building of the balanced human resource foundation

Business Foundation
@ Simultaneous pursuit of the reduction of environmental
burden and risk management in the supply chain
® Restructure firm and flexible business infrastructure
@ Optimization of the business portfolio (Selection and concentration)
® Ensuring quality, which is the source of provided value
o Offensive/defensive digital strategy
@ Building of an efficient and optimal logistics system

Financial Foundation
® Aggressive investments for growth
® Building of the solid financial foundation that supports
growth

Governance
® Impartial and highly transparent management that
supports the improvement of corporate value
® Improvement of the stakeholder engagement by
enhancing the dissemination of information and
improving dialogues

Management Goals

I. Execution of the Growth Strategy

(¥100 million)

Benchmark GP25 1st Stage GP25 2nd Stage GP25 3rd Stage Increase/Decrease
For Al TR TResuts. | Goms . Ascomparedtoznd| Ascomparedto
Net sales 1,681 1,829 2,233 2,500 +266 +818
Domestic market 1,579 1,637 1,612 1,835 +322 +255
Global markets 102 192 721 665 (56) +562
Operating profit 55 57 173 150 (23) +94
Operating profit ratio 3.3% 3.1% 7.8% 6% (1.8pt) +2.7pt
Profit attributable to owners of parent 39 44 78 100 +21 +60

Il. Enhancement of the Management Foundation

Financial Indicators

Fiscal 2026 Goals

Nonfinancial Indicators

Fiscal 2026 Goals

Capital ROE 10% or more E l’steilsg;ese‘nhouse gas emissions in Japan and (10%)
efficiency ROIC 8% or more Total diversity index 3rd Stage” +30pt
Financial Shareholder equity ratio 40% or more S | Serious quality incident/violation™® 0
soundness Debt equity ratio 0.5 times or less Employee satisfaction * 60pt
Shareholder Dividend payout ratio 35% G | Serious compliance violations™® 0
return Dividend on equity ratio 3.5%

*1 Scope1+2 as compared to fiscal 2022

*2 Our unique indices that indexed diversity-related items, such as the female manager ratio, compared with FY 2022. Seven items concerning the calculation method have been reset as the Diversity Composite Index

3rd Stage in the medium-term management plan GP25 3rd Stage in FY 2023
*3 During the Medium-Term Management Plan period

*4 Our own indices in which employees' actual feeling for satisfaction / job satisfaction in the workplace were indexed
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\ The New Medium-Term Management Plan GP25 3rd Stage
A\ Strategies by Business Segment and Market

Strategies by Business and Sales Goals

(¥100 million) Compared with fiscal 2022 results
2,500 )
2,233 . — . +13.2 billion yen
2,000
’ (41%) : : business (+13%)
1,000
Industrial materials +3.8 billion yen
1 : business (+ 4% )
. H (]
1,001 :1,040 — i *
500 (G5%) F %) [+25 billion yen]
] [+32%]
*If excluding the decrease in sales by 21.2 billion yen associated with the change in
PWT in the U.S., which is our special subsidiary
0 E
2022 2026 (Fiscal year)
Results Goals

GP25 3rd Stage (FY 2023-2026)

Strategies by Business Segment

Transformation of Business Activities

@ Optimization of the production system by
enhancing cooperation in the group

Industrial materials business

® Contribute to the resolution of social issues in the global markets through
the development of industrial materials that use sustainable resources and
the sales expansion

©® Execution of the business structural reform toward the profitability improvement

Value Creation

= Utilization development that will expand the possibility of industrial materials and

37

acquisition of alternative demand from the perspective of sustainability

= Enhancement of the appeal of and sales expansion of the products for public
and commercial buildings, such as honcombustible products and materials for
tatami mats

Building materials business
® Expansion of the functional building materials that meet the user needs in
the new normal era and enhancement of the proposal capabilities
® Improvement of profitability by improving productivity using digital
technology and operational efficiency

Value Creation

= Promotion of the development of functional building materials that create “Safe,
secure, healthy, and comfortable spaces for everyone”

B Enhancement of the solution proposals that use functional building materials
through the performance measurement and evaluation of spaces, such as the
sound environment and thermal environment

® Optimization of the business portfolio
through ROIC by business

@ Pursuit of sustainability of raw materials

® Reduction of greenhouse gas emissions in
the supply chain

® Reduction and recycling of waste in
production and sales, and after sales
(Circular economy)

® Restructuring and optimization of the
production bases centered on logistics

@ Efficiency of business activities that use
digital technology

Engineering business

© Pursuit of the synergy between the products in the industrial materials and
building materials businesses and the construction function
© Expansion of the construction areas that meet the spatial needs in the new normal era

Value Creation

= To provide new spatial value by improving the sound and thermal environments
that take advantage of the group’s product appeal, we will proceed with the
expansion of the construction areas and the improvement of our technological
capabilities and enhance our integrated order-taking system for industrial
materials and construction

= Support for the development of construction techniques and product development
incorporating the short construction period and saving construction time and work
by using our construction network

DAIKEN GROUP REPORT 2022

® Improvement of order-taking and
construction contract volume per person
that uses human resource development
and digital technology




ategies by Market and Sales Goals

Compared with fiscal 2022 results

(¥100 million) 2,500
2500 gl : —
f -5.6 billion yen
665 i | (-8%)
000 @e7%) [+15.6 billion yen]*
’ : [+31%]
"""""" : *If excluding the decrease in sales by 21.2 billion yen associated with the change in
363 E PWT in the U.S., which is our special subsidiary
500 o — oase || +13.8 billion yen
IR H C ial Buildi
ol | P o7 | ommercial Buildings (+61%)
. P(11%)
b | Domestic \ +7.2 billion yen -
' i o(16%) ¢ (+36%) market
1,835 : o)
(15%) L : +32.2 billion
Home renovation +6.9 billion yen yen
market (+21%) (+21%)
500
0 _

2022 2026 (Fiscal year)
Results Goals

GP25 2nd Stage GP25 3rd Stage

GP25 3rd Stage (FY 2023-2026)

Strategies by Market

Global markets Accele_rat_e the furt!\er exploration of the glob_al markets through penetration of industrial material
and building material products that use sustainable resources

m Stable supply of sustainable industrial materials for the North American market and investment of management resources to deploy business in new markets

m Fully use and expand our production and sales channel in the Asia/Oceania region and enhance the industrial material and building material supply
system for the areas of demand, such as North America, China, and Europe

m Accelerate the shift to managed and sustainable wood resources (certified materials and plantation timber) in procuring raw wood materials and focus
on the development and penetration of the industrial materials that use such resources

® Human resource development to accelerate the expansion into the global markets and enhancement of the marketing capabilities to determine new
markets and targets

A A OPH Growth acceleration by expanding and improving functional building materials that meet user
PUblIC and commerC|aI bwldmgs needs in the new normal era and by enhancing proposal capabilities

m Expansion and improvement of the functional building materials that create safe, secure, healthy, and comfortable spaces in order to respond to the user
needs associated with the penetration of new lifestyles, purchasing styles, and work styles

m Focus on solution proposals that use functional building materials through the performance measurement and evaluation of spaces

m Marketing activities by co-creation activities and agile development

 Improvement of the integrated order-taking system for industrial materials and construction toward the provision of new spatial value by improving the
sound environment and thermal environment

m Efficiency of sales activities and enhancement of proposal capabilities that use the digital methods

- - Exploration of new markets and new areas by developing new industrial materials with the
IndUStrlaI materlals advantages of sustainability and environmental burden reduction

m Challenge a new market and a new area, such as agriculture, by making knowledge on wood materials into a strength

m Accelerate co-creation activities with diverse companies not only in R&D but also in all kinds of business activities

m An increase in the share of housing use and expansion of industrial use by using industrial materials using sustainable resources as a weapon

m Expansion of the use that will solve customers’ issues by taking advantage of diverse industrial materials using sustainable resources as raw materials,
products, and functions

R Expand and improve functional building materials that meet the user needs in the new normal
Home renovation market era and establish and penetrate the construction technique models that meet demand for the
condominium renovation construction, such as the short construction period, saving construction
time and work, and waste reduction

m Improvement of the functional building materials that create safe, secure, healthy, and comfortable spaces to meet the needs of clients associated with
the penetration of new lifestyles

= Expand the products specifically for the market by developing construction techniques and products for condominium renovations and enhancing proposals

= Enhancement of the supply system, including logistics, in the renovation market and enhancement of cooperation with TDY and prioritized distribution

= Supply of the purchased and reselling properties in response to the expansion of demand for housing in the Tokyo metropolitan area and expansion and
improvement of the renovation construction system

. Development of differentiated products that promptly meet user needs and an increase in the share
Domestic new home market by enhancing proposals in order to minimize the impact of shrinking of the market Improvement of
the efficient proposals and order-taking system that effectively uses digital technology

Development of key items that meet the new clients’ needs in the new normal era and enhancement of proposals
Efficiency of the sales and order-taking system by introducing digital technology and outsourcing
Assured order taking and supply by restructuring the sales structure according to demand
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Initiatives for Priority Markets

Global Markets

In addition to the sales of MDF produced in Malaysia and New Zealand, the industrial materials business in the global markets
expands the sales by the North American wood materials with a focus on the veneers and LVL produced in Canada and the USA.
The building materials business has been deploying interior doors in China, which has a huge market size, and Indonesia, where
housing demand expansion is expected.

Development by MDF

With the system of four plants in the two countries of Malaysia and New Zealand, we are engaged in the production of MDF for which wood
offcuts from timber are effectively used. By taking advantage of tree species and the characteristics of the production lines and cooperation,
we will promote the distribution of products having new value and the further expansion of the sales channels in global markets.

Malaysia New Zealand

Tree species: Hardwood Tree species: Softwood

Brown-colored MDF that effectively uses wood offcuts from the | White-colored MDF that uses plantation Pinus radiata timber in New
plywood/lumber plants in Malaysia. It is used for the flooring substrates | Zealand. It is used for the base materials for furniture and building
that require excellent water resistance and dimensional stability. materials that require lightness and smooth surface.

CCharacteristics)
MDF that is globally recognized with the CUSTOMWOOD
brand. In addition to the product development that corresponds
to the customer needs, such as ultra-lightweight MDF, DNZ
and DSL take advantage of their respective characteristics of
the production lines and optimize their production items.

(Characteristics)
DSK is a mother plant for MDF, which produces high
value-added special MDF, etc. They are in the two-plant
system with DMR after M&A in 2005. They developed MDF
that uses 100% plantation acacia timber and proceed with
the distribution of new applications.

Tree planting activity in Malaysia

— (ha) [Cumulative afforestation area in Sarawak, Malaysia
Toward the realization of stable procure- 0,000 t ysia]

ment, we started acacia tree planting in
Sarawak, Malaysia, from 2002, and the
cumulative afforestation area is 9,500

'} 1

M First afforestation area M Second afforestation area Third afforestation area
8,000

6,000
ha or more. With a view to increasing
the ratio of plantation timber, which is 4,000
the wood material used for MDF, from 5000
the current ratio of approximately 50% ’
to 100% in fiscal 2026, we will conduct 0
2003 2006 2011 2016 2021 2022

sustainable raw material procurement. (Fiscal year)

DAIKEN (Shanghai) Corporation DAIKEN NEW ZEALAND LIMITED (DNZ)

(China)

Foundation: 1976 > Purchased the company in
February 2009

Production Capacity: 210,000 m*/year
Acquired Certificate: JIS A 5905, FSC CoC
CARB, and EPA TSCA Title VI

Doors, flooring, and
construction materials
DAIKEN Industries (Ningbo) Corporation
(China/from 2002)

Singapore Branoh--ﬂ

H

H

H

'

H

i

DAIKEN MIRI SDN. BHD. (DMR) i
PE - Foundation: September 1996 > ,
— 8 Purchased the company in February 2005 i
-~ Production Capacity: 120,000 m*/year 2
'

'

H

H

H

H

H

H

'

Indonesia office

oy

"" Acquired Certificate: JIS A 5905, PEFC

SRR FARE SR " CoC CARB, and EPA TSCA Title VI
=T F

PT. DAIKEN DHARMA INDONESIA
(Indonesia/from 2015)

= U i
e :

DAIKEN SARAWAK SDN. BHD. (DSK) DAIKEN SOUTHLAND LIMITED (DSL) \\‘
Founding: May 1994 " Foundation: November 1993 > ‘ ‘,
Production Capacity: 120,000 m*/year Purchased the company in April 2018
Acquired Certificate: JIS A 5905, Production Capacity: 195,000 m3/year m _____
PEFC CoC CARB, and EPA TSCA Acquired Certificate: JIS A 5905, FSC
Title VI CoC CARB, and EPATSCA Title VI _____ g
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Global Markets: Trends in Net Sales

M Industrial materials business M Building materials business [ Engineering business M Other
+26 721

(¥100 million)
800

+496 _+5 0 665

i

600 ,§9§, : :

I I | I

| 1 | I

I 1 | I

I I | I

I I | I

| I | I

I 1 I I

400 | ] 1 1

] o

i | i 1

| 1 1 1

I 1 | I

o o

200 1 4 o 5 192 . o

I I I 1

102 [ . o

I 1 | 1

I I | 1

| 1 | 1

0 . ] ] ] ]
2016 2019 2022 2023 2026 (Fiscal year)

Results Results Results Forecast Goals

Benchmark GP25 1st Stage GP25 2nd Stage GP25 3rd Stage

{ CIPA Lumber Co., Ltd. (CIPA)
Foundation: April 1968 - Purchased the company in June 2019

Location: Canada (Delta, British Columbia)
. Business Lineup: Veneer manufacturing and sales

Foundation: January 1998 > Purchased the company in June 2019
Location: The U.S.A. (Burlington, Washington)

Business Lineup: Structural LVL and I-Joist manufacturing and sales
On June 22, 2022, PWT announced the agreement on acquisition of the housing structural material
manufacturing business (Engineered Wood Products Business) from Louisiana Pacific and the capital
increase plan, which was accepted by Itochu Corporation, with the acquisition. The company was
transferred from a consolidated subsidiary to an equity method affiliate on August 2022.

E Sales office
&8 Production base

M Industrial materials business
M Building materials business

ood materials in

We will proceed with the expansion into the world’s largest wooden housing market with the North American wood industrial materials
business by CIPA, a Canadian veneer plant that we jointly invested in with ITOCHU Corporation who is in a relationship of capital alliance
and PWT, an American LVL plant, as a key axis.

Business Flow

Veneer LVL I-Joist*

manufacturing Manufacturing Manufacturing Major applications in the North American housing market
(CIPA) (PWT) (PWT)

Laminate and glue

Cutting

%

*|-Joist: A structural material, which is a composite material of Oriented Strand Board (OSB: a structural wooden board made by laying thin rectangular wood pieces cut from raw wood upon one
another in such a way that the surface layer and core layer cross at right angles in the fiber direction and are then compressed at high temperature), LVL, and timber.

Structural LVL for homes I-joist installed as the joist in a home
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Initiatives for Priority Markets

Public and Commercial Buildings

We take advantage of our unique technologies and expertise in safety, durability, non-combustibility, as well as the provision of a
comfortable sound environment that we have cultivated as a housing material manufacturer in order to proceed with proposals for
spaces by product series that offer the functions required by each public facility and commercial building.

Proposals for spaces with the product series by facility and function

Acoustic
products

Sound . Sound
absorbing jl insulation

Arrange sound vibrations and
provide a comfortable sound
environment according to the
facility characteristics

Examination room

Kindergartens and childcare facilities Karaoke room

A

Improvement of the sound environment
in offices ' m

With the building ma-
terials that focus on
sound control, such
as ceiling materials
that suppress sound
vibrations and sound-
proof doors with a high level of sound insulation, we realize
the sound environment in offices suitable for new ways of

working.

— The 40th anniversary of acoustic
product business

Our acoustic product business marked its 40th anniversary
in April 2022. At first, we started with proposals of sound-
proof products for houses and by taking advantage of the
technologies and know-how on sound cultivated in the
past, we now respond to demand for potential sound
issues in public and commercial buildings.

On the occasion of the 40th anniversary, we expanded and
improved content on sound on our website and are actively
deploying promotions toward the further expansion in
public and commercial buildings.

HOUSING

sound design for

A ceiling system exclusively for hallways

building materials e

We respond to the rising
needs of the antiviral
function and expand the
product lineup that
enables the proposals for
the entire space.

Proposals of spaces made with antiviral
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Ceiling materials

Non-com- Aseismic Sound Moisture
Ceiling with aseismic performance and moisture

conditioning that realizes a safe, secure, and
comfortable space

—_—
An anti-seismic ceiling
construction technique

Sound absorbing and moisture
conditioning ceiling material

TR
Commercial
facilities

| +]
N
Medical
facilities

Offices
facilities
3 —
T Public En
— facilities e
Elderly Schools and
facilities educational

Kindergartens
and childcare

i

Accommodation,

facilities

facilities

ol
@...

Safety J Durability

Doors that pursue safety
and durability according
to use scenes

\: hapia public

P

Doors for public and commercial facilities

J

( OMOIYARI Series

s
Doors for kindergartens and
childcare facilities

Doors for elderly facilities



Public and Commercial Buildings: Trends in Net Sales

(¥100 millon)

400 M Industrial materials business M Building materials business
[l Engineeri i 363
350 ngineering business M Other £
I
| 1
300 268 | |
250 27 [ it ! |
o o e 2

L 1
200 165 .3 +18 @) (12) i i i i
150 P P
| 1 ¢ 1
100 P P
| 1 ! 1
| 1 ¢ 1
50 | 1 ! 1
| 1 ! 1
o A B R

2016 2019 2022 2023 2026 (Fiscal year)
Results Results Results Forecast Goals
Benchmark GP25 1st Stage
Wall materials Enhancement of the Distribution of Non-combustible Products

We realize spaces having a
unified design with
non-combustible products,
Non-combustible and well-designed such as walls, ceilings, eaves,
walls that decorate spaces and louver materials.

Tatami
mats

Easy maintenance
o Water
Durablty
Color variations

Tatami mats made
from washi paper
have a great range
of design and are
Designed wall materials best suited for
modern spaces

Accommodation facilities

Commercial facilities

Flooring/Solid wood flooring

oSt

Flooring that produces wood spaces while utilizing local timber

3 =3
Wy
ol NN

Flooring that can be used in heavy Solid wood flooring for gymnasiums

Promoting the use of domestic or local timber

We proactively use domestic timber, such as Japanese cedar and
cypress, which were difficult to use in public and commercial
buildings, in a wide range of parts, such as wall and ceiling materi-
als, by using our unique technologies.

duty areas and classrooms

— Participation in point 0, a co-creation consortium with other companies

While demand for offices changes with the current diversification of work
styles, we have been participating in point 0¥ since 2021, which operates a
co-creation consortium with other companies, with a view to enhancing pro-
posal capabilities in public and commercial building. At a co-working space
point O marunouchi, we have been working on a demonstration experiment
toward the proposal of a new office, such as an improvement proposal of the
comfortable sound environment, using wood in interior finishing of the office.

Co-working space

Demonstration experiment to  Case of the introduction of

use wood in interior finishing

Ll

sound environment improvement

DAIKEN GROUP REPORT 2022

‘ uoneai) enfep s,dnoin usyreq ‘

uoneain anjep Joy Abajens

uoneain anjep buipoddng uolrepuno4

eleq

42



Initiatives for Priority Markets

A\ Home Renovation Market

We have built a system where the entire group can meet a wide variety of needs for renovation through a great range of product
lineups for renovation as follows: (1) Proposals for spaces in the TDY Collaboration Showroom, (2) cooperation with the
engineering business that handles construction, and (3) product development and manufacturing from the perspective of the
construction site. By further enhancing cooperation in the group and promptly responding to the changes of the times and market
needs, we will expand in the entire home renovation market.

Integrated system by the group's cooperation

Labor-Saving Type Products that Realize Renovation
in a Short Time

— ) N Product

Adhesive flooring Ceiling material that can be installed hapia line frame
on the existing cloth Product lineup with

_ design to totally

. aspace

Proposals Corresponding to the Changing Lifestyles
during the COVID-19 Crisis

N\

While working at home has become common and the time spent at 1

home has increased because of the COVID-19 pandemic, the needs of PrOdUCtlon
wanting to realize more convenient and comfortable spaces have h
been growing. In response to such market needs, we have enhanced The build-to-order system for ordering

the development of products that secure a workspace with the
labor-saving technique and correspond to the improvement of
sound problems, such as sound leakage and reverberation.

specific sizes that can finely respond
to customer needs

///

Development |

Development of products that are

easy to renovate from the perspective
Installation of a teleworking space Improvement of sound problems

of the construction site, such as saving

construction time and work

The Group’s Construction System in the Home
Renovation Market

Renovation Apartment Renovation

® Smileup Corporation ® PAC SYSTEM
® ReformQ Co., Ltd. Co., Ltd.

Our project
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Home Renovation Market: Trends in Net Sales

(¥100 millon) 395
400 W Industrial materials business M Building materials business b
as0 ™ Engineering business M Other 3_5_2_ o

+38 325
I
300 287 24 41 284 _+3 Bl o i i P
o50 (77 ' . 0) Lo i i
@1 IR
200 _ [
| I
1 I
150 i ] i |
| | | ]
100 P
I
50 | B
| | ] ]
1 1 _—
2016 2019 2022 2023 2026 (Fiscal year)
Results Results Results Forecast Goals
Benchmark GP25 1st Stage

Enhancement of Renovation Proposals that
Take Advantage of the Strength of the TDY
Alliance that Marked Its 20th Anniversary

In February 2022, the TDY alliance formed by the three companies TOTO Ltd.,
Daiken, and YKK AP Inc. (hereinafter referred to as “TDY”) marked its 20th anniversa-
ry. We have been cooperating with each other in product planning and development,
as well as the sales support system, since 2002 and following the change in the con-

uoneai) enfep s,dnoin usyreq

@
8
9]
. =
Llneup 3 sumer trend from things (products) to events (ways of living), we have proposed value g
of new life in line with the times, such as shifting to proposals with lifestyles as the °E<’
functions and starting point, instead of products being the start point. Collaboration showrooms g
coordinate jointly operated by the three companies have been deployed in eight sites in Japan. §
g.
TDY Collaboration Showroom A 3
g
Pro posal ® TDY Sapporo 5
Q
§.
A one-stop proposal for a space by the TDY. @
O
alliance "[hat (I:ustomers can easily TDY Kanazawa g
imagine the value 3
5
TDY Hiroshima TDY Tokyo 5
o)
@
)
B TDY Nagoya g
= TDY Fukuoka ——=
Installation Work TDY Osaka
and Construction
TDY Takamatsu

Provide a completed space

eleq

that maximally brings out

In fiscal 2023, we further enhanced renovation proposals that take advantage
of the TDY cooperation, such as holding TDY'’s first online event TDY
Remodeling Expo, as a plan to propose the value of remodeling and will
expand in the home renovation market.

product value

360-degree showroom video TDY Remodeling Expo
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A\ Research and Development

The Daiken Group has positioned development of industrial materials using sustainable resources, such as timber, and
technological development to create safe, secure, healthy, and comfortable spaces centering on the R&D center as the priority
themes and has been proceeding with research and development aimed at creating new shared value that will lead to the
resolution of social issues and expansion into new technologies and new businesses for the next generation. In addition, to

speed up the far-sighted research and development and expand the domains, we proactively put effort into the co-creation
activities with various stakeholders.

® Development of new technology for the resolution of social issues, business expansion by aggressively
using co-creation (open innovation), and the creation of new business toward the new generation

Beliy ® Nourishment of a culture that admires and supports challenges by creating a mechanism to be able to
challenge new business areas
Daiken
Global Environment Vision
2050
Creating new shared value
that will lead to the
haustial resolution of social issues
Materials Expansion into new
technologies and new
Building businesses for the
joriti next generation
Prioritized Theme 1 Materials g
Development of
industrial materials
that use sustainable Spatial
resources, such Environment
@ as timber
f N

Prioritized Theme 2

Intellectual Property Strategy

R&D that embodies
the mission in the group
corporate philosophy

Intellectual property strategy to lead the
development areas linked to the
management strategy and to secure
differentiation and a competitive advantage

Development of
technologies that

@ @ create safe, secure,
— g healthy, and
comfortable

Development Base spaces

N

' o-c_rga_tio Aggressive investment of
activities management resources to
accelerate the efforts

Analyses and
Evaluations

Human Resource Development

Development of human resources to keep
opening up the future with technologies,
ideas, and passion

R&D Investment

Daiken R&D Center

Communication with Stakeholders

Companies and Manufacturers | Universities and Customers and Suppliers

© Expansion of business domains and Research Institutions © Deepening their understanding of our
creation of joint development themes o Joint development and products and quality

by technology exchanges comprehensive partnership © Enhancement of the relationship of trust
© Matching between the technological

seeds and needs

Creation of new businesses
Expansion of the existing

businesses
Students/Recruitment Local Community Within the Company
® Work experience through internships © A company that is loved by the © Enhancement of cooperation, sharing of issues, and
© Interactions with the generation that will bear the local community discussions of development themes
future © Cooperation with a municipality © Acquisition of a way of thinking necessary for capability

development as well as research and development
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Development of Technologies

Development of industrial
materials that use sustainable
resources, such as timber

Prioritized
Theme

1

Daiken has been accelerating not only the research and develop-
ment of industrial and building materials that effectively use timber
but also the research and development aimed at challenging a new
area without being bound by conventional ideas and the initiatives
toward commercialization. Above all, as part of the initiatives for the
high-degree application of timber, we have been proceeding with
the development of technology to utilize cellulose nanofibers (CNF)
that are fibrillated timber at the nano-level under the joint research
with a university and collaboration with a company.

If we can establish the technology to use CNF that has strength
and workability, it will become possible to expand into the domain
where plastics, metals, and other
materials have been conventionally
used. With this, the possibility as a
product from a new perspective in
the market and area that our group
aims to expand into will widen and
we will be able to significantly con-
tribute to the realization of a sus-
tainable society.

Strength test

Further improvement of I I B
the existing industrial T 3
materials and development —=
of industrial materials that will become a
key to capturing new markets

Industrial

Materials

R&D Theme

The R&D Center works on Ecology and Improvements in the Quality of Space in four sectors and promotes R&D that will contribute to a sustainable society.

Development of technologies that
create safe, secure, healthy, and
comfortable spaces

Prioritized
Theme

2

In addition to the pursuit of the possibilities of industrial materials, we have been
proceeding with research and development to give a new function to industrial
and building materials. We grasp the spatial environment based on the assay
evaluation technology, delve into it from the perspectives of the temperature,
humidity, and sound environment that are essential when people spend time
comfortably, and at the same time, we conduct assay evaluations toward mak-
ing responses to harmful substances, such as asbestos and formaldehyde.
While further saving of energy in buildings is required toward the realization of
a decarbonized society, we also have been focusing on research projects con-
cerning temperature and humidity to simultaneously pursue the comfortable-
ness of livelihood and the reduction of consumption energy by the functions of
industrial and building materials.

While performance that people require
for spatial environment changes with
times, by always thinking what perfor-
mance will be necessary in the future and
proceeding with technology develop-
ment of functional building materials, we
will realize the creation of a safe, secure,

healthy, and comfortable space. Thermal image measurement

Development of new 12 S
secure and safe building
materials that will be

needed by society in the future

Building

Materials

® High functionality of the wooden boards and inorganic boards

® Wood building material utilization development in the new field

©® Technology development to use unused resources

©® R&D of industrial materials for new markets other than building materials

® Development of environment-conscious building materials

® Development of high functional paints and painting technology

©® Development of new construction technique for building materials
©® Adding a high value to wood building materials

Development of spaces [ ==
Spatial and building materials that _4,\/. ‘EQE

Environment,  Will realize a comfortable T R
life g

Various measurements
and analyses of spaces
and building materials
using the expertise
cultivated in R&D

Analyses and
Evaluations

® Development of energy-saving and indoor environment improvement

technologies ©® Measurement of air quality ~ ® Sound insulation performance evaluation
® Analysis by simulation of the thermal, humidity, and cross-ventilation © Building materials’ heat generation test ~ ® Asbestos analysis
environment

Organizational structure toward the enhancement of intellectual property

strategies and investment of management resources

In starting the new medium-term management plan GP25 3rd Stage from fiscal 2023, we have newly established the development division toward
the acceleration of the initiatives for new businesses, new technology development, and product development. R&D center, which is the core of
technology development, and next-generation business development department, which is responsible for crystallization of new businesses toward
the next generation are under the division and to increase the linkage with the intellectual property strategies, we departmentalized the intellectual
property department and enhanced our organizational structure. To make the research and development capabilities, which are the sources of
Daiken Group’s strength, robust, we proactively invest management resources and lead to the medium- to long-term corporate value improvement.

—— Trends in the R&D Costs, Right Holder Scores, and Number of Patents Owned —

Development Division (¥million) [l Number of patents owned @ Right holder score (indexed) ~®- R&D expenses (1 patent)
1,800 550
1,587
R&D center 1,452
1,500 1651 1,592 500

1,491
Next-Generation 1,430 1477
Business Development 1,200 450
Department
900 @

400
Intellectual Property
Department
600 350
@ 401

*Right holder score: One of th_e indices 300 300
to evaluate the value of the entire patent m
group owned. The right graph shows 0 . 250
values by indexing fiscal 2016, which is 2016 \ 2017 2018 2019 2020 2021 2022 (Fiscal year)
the benchmark, as 100 to indicate the Benchmark GP25 1st Stage GP25 2nd Stage

changes over the years. Created by us-
ing Patent Result Co., Ltd.’s Biz Cruncher.
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- Environmental Strategy

Initiatives toward the realization of the Daiken Global Environment Vision 2050

In October 2021, we formulated the Daiken global environment vision 2050, in which the Daiken Group’s attitude for the long-term
initiatives, policies, and goals for environmental issues are established We aim to contribute to the realization of a sustainable society
from the three perspectives of the promoting resource recycling, mitigating climate change, and coexisting with nature and will put
effort into the resolution of social issues, such as environmental issues.

Daiken Global Environment Vision 2050

For a future full of smile

The overall aim of the Daiken Group is to realize a sustainable society towards 2050 by
promoting resource recycling, mitigating climate change, and coexisting with nature.

Environment Policy Long-Term Goals

n Promotion of resource recycling n 100% waste recycling
- Waste reduction and reuse of resources - ® Promote material recycling and thermal recycling on
By actively taking advantage of properly managed sus- the premise of cascade use.
tainable forest resources, we can promote forest circula- ® Zero final disposal of waste in landfills.
tion and help to realize a circular economy of sustainable @ Reduce waste through a series of processes from
resource circulation throughout society by reusing re- procurement of raw materials to the use and disposal
sources, material recycling, and thermal recycling, rather of products.

than disposal.

ﬂ Net zero greenhouse gas emissions

ﬂ Mltlgatlon of climate change ® Promote energy conservation by improving productivity
and efficiency.

- Realization of carbon neutrality - @ Expand the use of renewable energy.

We will reduce our own greenhouse gas emissions, as well
as emissions throughout the entire supply chain. Also, by
using sustainable forests and wood resources, we will
help to expand carbon storage and contribute to the
maintenance and circulation of carbon sinks as we work
together with society to achieve carbon neutrality.

E Coexistence with nature

- Conservation of biodiversity —

In consideration of biodiversity, our objective is to coexist
with a sustainable natural environment and preserve eco-
systems by contributing to environmental impact reduc-
tion, conservation, and restoration.

® Expand the use of wood materials and products that
store carbon.

® Promote reforestation through the active use of
materials from managed forests.

@ Contribute to the maintenance and recycling of CO2
sinks through afforestation.

ﬂ Reduce the impact on the natural

environment

@ Zero use of lauan wood.

@ Appropriately manage chemical substances and
reduce emissions.

® Promote the effective use of water resources.

® Reduce the use of plastics derived from fossil fuels.

Structure to promote Environment Management

Sustainability Promotion Committee

 Chairperson: Representative Director, President
W Secretariat: Sustainability Promotion Department and
Corporate Planning Department

(Key Agendas Concerning Environment in Fiscal 2022)

® Results and progress of the medium-term ESG plan
(Environment)

* Response to the climate change-related issues

ISO 14001 Certificate Acquisition Status (As of the end of March 2022)

President

QEMS Manager

Secretariat: Quality Assurance Department
and Sustainability Promotion Department

QEMS Internal Audit Team

Each Department/Group Company
QEMS Manager

*QEMS: Quality and Environment
Management System

(1) The percentage of the offices that acquired the certificate in all offices in
Japan: 91.1% (Based on the consolidated number of employees)

(2) The percentage of the offices that acquired the certificate in all overseas
offices: 54.1% (Based on the consolidated number of employees)

37 offices and plants at 9 companies

5 offices and plants at 5 companies
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k] Promotion of Resource Recycling

Recycling of waste materials

The Daiken Group aims to realize a recycling-oriented society and puts
effort into recycling waste, such as reusing the defectives generated in
the manufacturing process as product materials to the extent possible,
and using those as fuel for production, if not suitable for material
itself. During the previous medium-term management plan period, by
promoting the initiatives to increase the use of waste for materials, in
addition to the promotion of use as fuel for production by stably operating
biomass boilers, we improved the percentage of final volume disposed of
in landfill by approximately 2 points compared to fiscal 2019. In the new
medium-term management plan, we have newly set the goal to reduce
the final waste volume disposed of in landfill by 15% compared to fiscal
2022 in the group production bases at home and abroad and will put
effort into the further improvement of the recycling rate.

Note) Recycling rate = Amount of recycled resources / Amount of waste generated
x 100 (%)
Amount of recycled resources = Valuable + Use for materials + Use for heat

Amount of Waste Generated and Breakdown of Waste Processing

(Fiscal 2022)

Final volume disposed of in landfill
Amount of waste

6
generated:

47,100

Valuables

9y

3%

Recycling

92,

Use for heat

28

(reused as energy)

Use for materials

54,

(reused as ingredients)

I3 Mitigation of Climate Change

‘ uoneai) anep s,dnous uayeq ‘

Initiatives for the reduction of greenhouse gas emissions linked to the business activities

Under the idea of effectively using timber that has the functions to fix and store carbon as a material for a longer period of time, the Daiken Group has
been implementing initiatives for the reduction of greenhouse gas emissions linked to the business activities by using wood chips derived from residual
wood offcuts and construction waste materials as raw materials. In the previous medium-term management plan, we could achieve a 36% reduction
against the reduction goal of the total CO, emissions in Japan at a 26% reduction compared to fiscal 2014, thanks to the effects of using renewable
energy and productivity improvement. In addition, in the new medium-term management plan, we expanded the scope of calculation to our overseas
bases, instead of only in Japan, and upheld the goal of a 10% reduction compared to fiscal 2022. With an eye toward the medium and longer term,
as the goals in fiscal 2031, we set a 52% reduction in our domestic group bases that surpasses the goal of a 46% reduction by fiscal 2031 compared
to fiscal 2014 upheld by the Japanese government and a 25% reduction compared to fiscal 2022 in our overseas group bases, and will aim for the
realization of carbon neutrality upheld in the Daiken global environment vision 2050.

uoneain anjep Joy Abajens

Greenhouse gas emissions in Japan (Scope 1+2)

(0001-CO, i
(1,000t-CO;) Target of the medium-term

140
127.1 management plan GP25 2nd Stage

Goal of the medium-term management plan GP25 3rd Stage
Compared to fiscal 2022: 10% reduction (Compared to fiscal 2014: 42% reduction)

120 36% : : :
reduction 126% 142% 52% :
compared H i ' i : H
t fiocal ' Reduction ' Reduction Reduction |
100 v ' :
9:4_'0 E The initial goal in 2030 (Japan): 26% reduction (Comparied to fiscal 2014)
& 4 10% #i_ 25% Reduction :
4 reduction— ~“tce.,
o compared, ,  "tce... New goal in 2030 (Japan): 46% reduction (Compared to fiscal 2014)
60 . to fiscal 192 * !
i 2022 ; .
40 o :
‘ i | To achieve net
20 : , i | 1 | zero greenhouse
; TP i T c0b i ... Reduction image in the future -+ IS 1 (CEB Gl EIE
| [ = + (To realize carbon neutrality)
0 2014 2022 2022 2026 2031 2051 (Fiscal year)
Results Target Target Target Target
Overseas greenhouse gas emissions (Scope 1+2)
(1,000 t-CO,)
) 100 Goal of the medium-term management plan GP25 3rd Stage
We took the opportunity of Compared to fiscal 2022: 10% reduction
the start of the GP25 3rd 80wy . : :
10% . !
Stage and have expanded &2 reduction [ 29%Reduction :
the scope of calculation of 60 compared v 1
. to fiscal 72.2 :
greenhouse gas emissions 2022 H
from Scope 1-3 in Japan 40 1
t 1-3, including th |
0 Scope 1-3, including the = ! H To achieve net
overseas group bases and 20 L ! ! | zero greenhouse
) . [ = 1 ) H as emissions
Set the redUC“On goals n B TR TETETET PN ! :; 8 Reduct|on |mage in the future ....... » : Uogvea\izecarbon neutrality)
Japan and overseas. = H v
2022 2026 2031 2051 (Fiscal year)
Results Goals Goals Goals

Future Initiatives toward Reduction

@ Pursuit of the productivity improvement and efficiency in
production bases

® Expansion of the use of renewable energy and
consideration of purchasing green electricity

@ Consideration of the introduction of internal carbon pricing for
investment decisions

@ Consideration of fuel conversion based on technology development,
price trends, and negative emissions (collection and storage of CO,)

DAIKEN GROUP REPORT 2022
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Environmental Strategy

Response to TCFD

Under the Daiken global environment vision 2050, which indicates the long-term direction of the initiatives for the environment, the
Daiken Group expressed an agreement on the recommendation by the TCFD (Task Force on Climate-related Financial Disclosures)
in October 2021. We acknowledge that environmental responses, such as climate change, are one of the important management
issues that lead to the risks and opportunities in business and disclose information on governance, strategies, risk management,
and indices and goals, which are the disclosure items recommended by the TCFD.

Governance

In the sustainability promotion committee in which the representative Promotion Structure
director and president is the chairperson, we identify important climate-
related risks and opportunities, disseminate them to each department
and group company, and appropriately conduct management.

The Board

Regarding risks, as we established the risk and compliance Sustainability Risk & Compliance
management committee (hereinafter referred as the “RCM committee”) (160 / promotion Committee Ma?;gﬁlgztn?:i:g)ﬂee
in which the deputy president and executive officer is the chairperson Chairperson: Representative Director, Chairperson: Deputy President
and @ssgrﬁlnate thgm to each department a.nd group company, the gfjﬁf::iat: Susainabiy Promotion E:?:crzti!;?iaotf:ﬁgirrporate Planning
sustainability promotion committee is responsible for the responses to Department and Corporate Planning Department Department and Legal Department
the climate-related risks and opportunities and has been proceeding with I /I\
the responses by cooperating with the RCM committee. These results Gooperateleachiothernegardfoholnske
are regularly reported to the Board, Sustainability Promotion Department ~ Departments Responsible for Risks
From now on, through the promotion of the Daiken global environment CSRP fion Departments . .
vision 2050, we will analyze the risks and opportunities to be brought to Tomoton Zeparmen Department Responsible for Legal Affairs
the Daiken Group’s businesses and value chains, as well as the financial I I
impacts associated with them, incorporate them into the management Each Department/Group Company
strategies, and disclose information.

Strategy

We grasped the risks and opportunities related to the Daiken Group’s businesses in regard to the climate change and organized important risks and
opportunities.

We organized them based on the results of the risks that had been sorted out, evaluated, and responded by the RCM committee.

As the next step, we will serially implement scenario analyses from the risks and opportunities that are judged to have a significant impact on business,
conduct impact evaluations, apply the results of scenario analyses, and lead to the formulation of countermeasures and development of plans.

m Opportunities

Transition Risks (Risks associated with transition to a low-carbon economy) Resilience

@ Difficulty in obtaining wood chips (product raw materials and fuels) by ® Improvement of the reliability of the supply chain by revitalizing investments for
promoting biomass power generation BCP measures

® Responses to the regulations on products and materials Products, Services, and Markets

@ Procurement risks and an increase in costs due to the shift to environmentally
friendly raw materials and materials

® An increase in costs associated with the responses for decarbonization of the
existing production facilities (Capital investments etc.)

@ An increase in procurement costs due to the timber price hike (Regulations for
tree trimming etc.)

@ Formation of the markets for and expansion of demand for energy-saving products
and environmentally friendly products (New wood industrial materials etc.)

@ Mitigation of climate change and expansion of the sale of adaptive products
(Expansion of the sale of timber products from the perspective of carbon storage)

® Improvement of corporate value by newly developing and commercializing
environmentally friendly products by taking advantage of our strengths of the

Physical Risks (Risks associated with physical changes due to climate change) technologies to use timber
@ Damage on and shutdown of production and sales bases due to natural Resource Efficiency
disasters and delays in member procurement, shipment, and delivery due to @ Appeal to customers by recycling raw materials (Improvement of corporate value)
disruption of the logistics network ® A decrease in costs by efficient transportation
® Delays in goods deliveries due to suppliers and logistics warehouses being ® Appeal to customers by increasing the usage of recycled materials (Improvement
affected by natural disasters of corporate value)
® An increase in investments due to the BCP measures ® An increase in demand due to the establishment of the production processes
® An increase in insurance premiums for damage caused by natural disasters that do not emit greenhouse gases

Risk Management

Climate change is one of the important external risks and we acknowledge that it is the risk to be addressed by the entire company. We enhance
the effectiveness by the sustainability promotion committee and the RCM committee cooperating with each other and proceeding with it in the
environment management system and the company-wide risk management system. We will put effort into the improvement of processes to further
evaluate the climate-related risks.

Indices and Goals

We have set Mitigation of climate change — Realization of carbon neutrality — as a pillar in the environment policy of the Daiken global environment
vision 2050 and aim for net zero greenhouse gas emissions as a long-term goal toward 2050. Toward the reduction of greenhouse gases that have a
significant impact on climate change, we have back-casted from how we should be in 2050 and set and proactively put effort into the following goals
in order to contribute the countermeasures against climate change in the medium-term management plan GP25 3rd Stage (fiscal 2023-2026).

Gross emissions in Japan and  10% reduction (As

Fiscal 2026 Greenhouse gas  OVerseas (Scope 1+2) compared to fiscal 2022) Renewable energy  Japan: 50% or more
Goals Gross emissions in Japan and 6% reduction (As utilization ratio Overseas: 40% or more
overseas (Scope 3) compared to fiscal 2022)
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K] Symbiosis with Nature

With a view to reducing the risks of stable timber procurement and currency exchange fluctuations, in addition to the reduction of environmental

burden, we have been proceeding with the switch from natural lauan wood (tropical natural wood) to plantation timber, MDF, and domestic

timber to be used for flooring substrates produced by our company. As a result, we have reduced the percentage of use of lauan wood, which

was approximately 28% in fiscal 2015, to approximately 15% in fiscal 2022. From fiscal 2023, we also started the initiatives for the reduction by

50% compared to fiscal 2022 that was newly set as the goal toward fiscal 2026. We further envision beyond that and will further put effort into R
technological development toward Zero use of lauan wood in 2050 upheld as how we should be in the Daiken global environment vision 2050.

Ratio of Flooring Substrates
(%)

o]
8,
x
[}
=
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100 pu I Other g
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17 18 . )
20 21 21 20 19 I Plantation timber (Imported) =
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- g
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(Imported) ! !
16) ! :
60 e - ()
________ > : 3
" = ] ! Pursue the sustainable use of g
= ] , base materials toward the <
Domestic ] ' stable supply of products €
timber ] ' s
0 - 5
1 ; <
] ! To achieve the g
] : Daiken global )
E environment vision
] ' 2050
20 ] '
Reduction of the use of lauan wood ] , To achieve the
» ; zero use of lauan
(Imported) Lauan (imported) ) wood in 2050
L7
0 2015 2016 2017 2018 2019 2020 2021 2022 2026 2051 (Fiscal year)
Goals

Special MDF that will realize the reduction of the usage of lauan wood Cross-section image of flooring
L made from domestic timber
On the background where we were able to use plywood made of domestic timber as the

flooring substrates, there is our unique special MDF. As much of domestic timber is mostly soft
tree species, such as Japanese cedar, it was not suitable to be used as flooring substrates.
So, we uniquely developed special MDF that has performance required for flooring substrates,
such as surface smoothness and water resistance, and by laminating with plywood made of
domestic timber, we have been improving the usage of domestic timber for flooring substrates.
Moreover, as this special MDF made it possible for commercialization of flooring substrates
sing not only domestic timber but also plantation timber, the switching from lauan wood has

been significantly accelerated. Plywood made of
Daiken’s special MDF ~ domestic timber
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Initiatives for the reduction of chemical substances

The Daiken Group had upheld the appropriate management and reduction of Trend of the Release/Transfer Amount of the Substances
chemical substances in the medium-term ESG plan (fiscal 2020-2022) as a theme  Subject to the PRTR Law/Methylene Chloride

and had set the goal to reduce the amount of substances released subject to the () 1 Release/transfer amount of the substances subject to the PRTR law
PRTR law by 70% in the final fiscal year as compared to fiscal 2019. The release 20 W Release/transfer amount of methylene chioride
amount and transfer amount of substances subject to the PRTR law in fiscal 2022 17

decreased by 59% compared to fiscal 2019, but we could not achieve the goal;
however, regarding methylene chloride, we made significant reductions as the
establishment of technology for the product specification change was completed
in October 2020 and totally abolish the use in production processes in our group.
We will continually put effort into the reduction of other target substances and
promote the reduction of environmental burden in the entire group.

*As the substances subject to reporting by the PRTR regulations have been newly specified, the
release amount and transfer amount were revised retroactively.

2019 2020 2021 2022 (Fiscal year)
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A\ Human Resource Strategies

In order for our employees to be able to feel happy to be the members of our group, the Daiken Group has been promoting the
initiatives from the perspectives of the promotion of diversity, workstyle reform, human resource development, and promotion of
health management. By continuously deploying the measures from four perspectives, we will lead to producing the favorable
cycle, maximizing human resource value by improving individual performance, and improving the entire group’s corporate value.

© Institutionalization and
establishment of flexible work
styles

@ Promotion of labor saving and
automation

@ Pursuit of a sense of satisfaction
and job satisfaction

Promotion of playing a
role without being bound
by age and gender

Support for achieving a
balance between work
and personal constraint,
such as child rearing,
nursing care, and
medical treatment

Workstyle Reform

Promotion of
Diversity

Maximization
of Human

Resource
Value

Improvement of support for the
employees’ career design
Development of the human
resource development plan and
improvement of the education

rogram based on the plan
. Human Resource prog P

Development

N

Promotion’of Health*and Proc
Implementation of the measures that preserve and promote
the employees’ mental and physical health

Based on the idea that our employees’ health is the essential foundation for the group’s sustainable
growth and development, we try to improve every employee’s awareness of health and have started
the initiatives toward the preservation and improvement of mental and physical health. In 2021, we
formulated Daiken health management policy and have been putting effort into the improvement
of health measures for both aspects of mind and body since then, such as the payment of the
health promotion allowance, quit smoking challenge to encourage our employees to quit smoking,
and the distribution of health videos. In March 2022, we were certified as the Health & Productivity
Management Outstanding Organizations 2022 (Large-Scale Company Category) in the Health &
Productivity Management Outstanding Organization Certification System selected by the Ministry of
Economy, Trade and Industry and Nippon Kenko Kaigi. We will continuously put effort into setting
indices to measure the effects of measures and actively providing support and create a virtuous cycle
of the productivity improvement and company growth.

ylvianagement

2022

RREEERAA

Health and productivity

Goal management by our unique indices toward the steady promotion of diversity

To steadily promote the initiatives for the promotion of
diversity in a balanced way, we have set the total diversity
index from the medium-term management plan GP25 2nd
Stage in which the eight diversity items were indexed as our
own indices and manage the goals. The total index in fiscal
2022 increased by 30 points from fiscal 2019, which is a
benchmark, and surpassed a 20-point increase, which was
the goal in the final fiscal year. In particular, the fact that the
percentage of taking paternity leave* significantly improved
contributed, and the results of the initiatives toward the
improvement of the percentage of taking such leave
emerged, such as the issuance of a guidebook to lead to
disseminating the system and refreshing awareness and
e-mail newsletters for eligible persons. From fiscal 2023,
we changed part of the items to set goals that are more in
line with the issues under the present circumstances and
have been continuing to promote the initiatives as the total
diversity index 3rd Stage.

*“The percentage of male employees taking childcare leave” in the total

diversity index is calculated based on the three-year total value to
measure the progression rate over the years.
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The Degree of Attainment of the Eight Items in the Total Diversity Index
The female full-time employee ratio
Goal: 20%
160%

The employment rate of persons The percentage of male

P employees taking
with disabilities . 100%. childcare leave
Goal: Statutory rate at 100% Leos Goal: 30%

The reemployment rate The female
of retired persons manager ratio
Goal: 90% Goal: 2%

The percentage of . \ . .
leaving work to care emale executive ratio

Goal: 0% Goal: 8%
Young employees’ career plan training attendance rate
Goal: Newly set training attendance rate at 100%

—— Fiscal 2019 Results === Fiscal 2022 Results =--= Fiscal 2022 Goals



Initiatives that link diversity promotion

As shift to more flexible work styles without being bound by the conventional ideas is necessary in order for human resources who have diverse
values to fully exercise their abilities, we link the diversity promotion and the workstyle reform and have been integrally promoting the initiatives, such
as the formulation of the policy and system, refreshing awareness, and education and training for upskilling. Particularly in recent years, with a view to
further improving corporate value in the medium- to long-term, we have been deploying a number of measures to facilitate the active roles of female
employees. As a result, the percentage of newly graduated females hired, which was approximately 8% in fiscal 2011, increased to approximately 46%
on average of seven years after formulating GP25, and the ratio of female employees has been increasing year after year. These initiatives lead not only
to the active roles of female employees but also to the building of the foundation for the work-style reform and for employees who will be in various life
events to more flexibly work with enthusiasm. We will proceed with the creation of workplaces where diverse human resources can maximally utilize
their abilities from the medium- to long-term perspective.

Trends in the Ratio of Newly Graduated Females Hired and the Ratio of Female Employees Hired

9
(6/2)) —A—The ratio of newly graduated females hired
(Graduate from university/graduate school) 53.3
~m-The ratio of newly graduated females hired (Overall)* 50.0
50 —0-The female employee ratio
The female full-time employee ratio
40
30 286 26.9 26.1
18.7
20 20.0
j7,6m—2LT G160 4o B o
10 g3 15.0
0 4.5
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2026 (Fiscal year
*Fiscal 2011-2015 include the four plants in Japan absorbed in April 2015 Goal

FeplEEn @i GP25 1st Stage GP25 2nd Stage GP25 3rd Stage
Past Key Initiatives

Estabiished the Workstyle Reform Promotion Ofice ———————————— Workstyle Reform Promotion Policy
P . - Comeback System*
. Diversity Promotion Policy
Policy/System Started automatic PC shutdown Total Diversity Index goal setting .
I
Introduced the hourly paid leave system Trial of working at home  —————» FullTime Work at Home System | StaHggered Working |
___ HoursSystem __ 1
Refreshi Workstyle Reform Declaration Harassment Prevention Workshop for Department Heads Diversity Exchange Meeting | Diversity Management |
efreshing o CEEElas Harassment Prevention Training L Training j
Awareness i -
Diversity Management Training
Upskilling Female Exchange Mesting~Deployed it to the contract employees ~Deployed it by job type Communication Exchange Meeting

Next-Generation Sales Recommendation Project

Training for female leader candidates —————————

Explanation meeting for the system to support

Support of the  Three-way meeting at the e S e o e e
Combination time of maternity leave and . — .
ombinatio childcare leave Seminar to support the combination of work and childcare ———

Seminar to support the combination of wark and long-term care ————>

*Comeback System: A common name for the system to reemploy voluntarily retired persons as full-time employees

Realization of the growth strategy and development of human resource fo next generation

Believing that cultivating autonomy in our employees is a key for our further growth and persistent corporate value improvement, we have
provided various training opportunities for our employees to acquire the skills or knowledge needed for each service year, rank, and job type.
From the new medium-term management plan GP25 3rd Stage, we newly established the skill enhancement training and have been enhancing
capabilities required for each rank. Moreover, to develop human resources who can be active in the three markets that are positioned as priority
markets toward the realization of the long-term vision, we will proactively invest in human resource development with a focus on the priority
market enhancement program.

Key Training System e Skill Enh t Traini By Job Type and Theme Personal
raining by Ran il Enhancement Training Glonal Development

Department Senior management candidate development training Enhancement of business
head class Training for new department heads skills for eaclh rank
Department head candidate development training
Finance Accounting
Managerial g
L . T o
position class Goaching B =
. SN
Ability to make decisions Prioritized market ) - g g
— enhancement program e 28 . s g &
Training for new managers . 2 g5 8¢ ] 8 z
Evaluator training | g 25 =2 2 = '8
— ® S5 L8 ] ©
sg> |E285 & =Bzl P=) hah pe!
. . A 38 . QD @ Q@ @ 8 @ 2
. Leadership (Cross-industrial exchange) 302 2232 g o 9 = @ ]
Middle level team ‘ — S28 :_,@%é E == e &
leader class Problem resolution (Practical version) = =E gS<eg ES e & =
S o = S = 2 =
Training for those promoted Presentation e < §: 5 5
@ R o
=
3535 23
Career plan training Logical thinking S g é«% gé% § 5 :%
(Basic problem resolution version) 28 5332 ! 8
@ O = =) ~
. . - e 3 = Sx33S 2 =
Responsible Follow-up training after joining the company e ———— g % e 5 B
person class a = EE g-% g S
= FE& o1 =
New employee orientation | Enhan_cement of the development/ 3 g 58 ) g
following-up of young employees =
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A\ Financial Strategies

Investment for Growth and Enhancement of the Foundation

GP25 2nd Stage

= \edium-Term Management Plan (Three-Year) Target s

o Make it a top priority implement growth investments
realization of the long-term vision GP25

e Select investments by reflecting risk and return as
cost of capital
o Aggressively utilize advanced technologies such as

toward the
well as the

Al and loT,

and lead to the improvement and efficiency of productivity

= Results from Fiscal 2020 to Fiscal 2022 (Three years)
o Aggressive investments in the three markets that are positioned
as focused markets in the long-term vision GP25
e Stringent selection by evaluating the investment effect based
on the consistency and synergy with the growth strategies, as
well as the capital cost (We responded to the uncertainty of the
COVID-19 crisis and reduced investments in fiscal 2021.)
e Expansion of IT investments toward the improvement of efficien-
cy and productivity
Strategic Investments

Strategic Investments

North American business: 200
Industrial materials business: 100

Domestic New business: 30
Expanding market: 30
Infrastructure: 40
® Research and development
® Operational efficiency system
® Ordering and order receiving/logistic systems

Global

Shareholder Return

(¥100 million)

MB&A of wood industrial materials business (¥100 million)
in North America
Enhancement of cooperation in the business group after M&A in North
America and productivity improvement
Productivity improvement of the MDF business: 246
Domestic M&A of solid wood flooring business and renovation business
Productivity improvement of industrial materials business and
building materials business
Investment in the IT system: 46

Global

*MB&A investments include interest-bearing debt of the acquiring company, but not cash or deposits.

Funds in Hand, etc. A e i
Funds
Global Shareholder Return 56
300
| Strategic
Investmer Sales
Cash flow
Operating Cash Flow (Three-year Globeal
(Three-year cumulative total) 246 | Strategic
cumulative total) Domestic 458 Investments
450 100
Maintenance and Domestic 46
Replacement | Regular
150 Investmer )
(50/year) Loss on Sales of "gz‘r}g:mn:z taang kmg:{i:emg
Investment Securities 55 B :
(Cash in) (Cash out) (Cash in) (Cash out)

Target Balance Sheet

Liabilities

Cash Deposit
228

(¥100 million)

Gash Deposit Liabilities Interest-bearing
168 Debts
Investment 285 Investment
550 Interest-bearing
DJ/E Ratio Debts
Strategic i Strategic 370
Interest-bearin Investments 0.37 times Investments -
e a0 ||
307 (Global: 246) (Global: 300) -
DJE Ratio (Domestic: 46) (Domestic: 100)|
. i Regular Regular
0.52 times Investments Investments
Shareholder 150 Shareholder
Equity Equity
Shareholder Equity 764 730
Shareholder " Shareholder
Shareholder Equity Ratio Equity Ratio
Equity Ratio 41.7% 40%
0,
1,601 36.8% 1,800
Total Assets Net Assets Total Assets Net Assets

Fiscal 2019 | 1st Stage Results
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Fiscal 2022 | Results

Fiscal 2022 | Target




GP25 3rd Stage

Medium-Term Management Plan (Four-Year) Goals

® Continue the aggressive investment stance that gives consideration to the risk and return as well as the capital cost toward the realization

of the long-term vision GP25

e Implement the cash allocation to optimize the aggressive investments for the growth strategy and enhancement of the foundation,
financial soundness, and the improvement of the shareholder return

FY 2023-2026
Four-Year Total Cash Flow Balance

Cash on Hal
and Debts

(¥100 million)

Shareholder Return

New Business

Operating Cash Flow
(Cumulative total
for four years)

700
Domestic

Strategic
Investments
400

Maintenance and
Replacement
200
(Cash in) (Cash out)

— Overview of the Key Strategic Investments —

Common
Enhancement of the R&D structure (Development
of new industrial materials and measurement of the
spatial environment)
Expansion into new business areas (Including M&A)
Reduction of environmental burden in the production
activities

Global
® Expansion and improvement of the supply and sales
structure for the areas of high demand
® Development of new industrial materials and
expansion into new markets and areas

Domestic
@ Restructuring of the product supply network
according to demand
® Enhancement of the order-taking system for materials
and construction to improve spatial performance
@ Reform of the ordering system and operational
efficiency

(¥100 million)
Cash Deposit
200 (¥100 milion)
500 o D/Eratio
400
Investment Interest-bearing 100
600 debts

GP25 3rd Stage

M Interest-bearing debts

Trends in the D/E Ratio* and
Interest-Bearing Debts

Trends in ROIC and
Invested Capital

(times) (¥100 millior) -O- ROIC (Return On Invested Capital) = M Invested capital
1.00 1,500 14

. 1,300

0.80 1,200 ~

4.6

0.20 300

(%)
120

10.0

8.0

6.0

4.0

2.0

300

D/E ratio:

2016
Results

0.5 times

Strategic
or less

Investments

400

2019
Results

2022
Results

0.77 - -
314 307 1,087 o
300 285 300 0.60 900 873 ’ 8%ormore
3 737 >
200 QEZ ———”'ﬁ.g;imes or less 0.40 600 5.1
0.37
0 0

0.00
2026 (Fiscal year)

Goals

Trends in Shareholder Equity
and Shareholder Equity Ratio

2016
Results

2019
Results

2022

Results Goals

to Owners of Parent

0.0
2026 (Fiscal year)

Trends in ROE and Profit Attributable

(%)
12.0

10.0

i Sharehold i % (¥100 million) -O- ROE
Maintenance and (:Ig)goml on) 0. Sa’rzrgh;;:rq :(:K“r;m 1,000 (50) ‘ mior) W Profit attributable to owners of parent 100
Replacement Shareholder 4.7 08 e
200 equity 800 368 O - o 40 80 78 -
1 ,000 31.3 764 40%jJorimore 10%jorimore
589
Shareholder 600 30 60 7.8
equity ratio: 44
407
2100 40% or more 400 20 40 39
3
Total Assets Net Assets 200 10 20
Fiscal 2026 | Target 2016 2019 2022 2026 (Fscal yean © 2016 2019 2022
Results  Results  Results Goals Results  Results  Results Goals
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Financial Strategies

Capital Policy/Shareholder Return

between financial soundness and strategic investments.
stable dividend.

other applicable considerations.

solid foundation for business operations.

Basic policies for capital and shareholder distributions

® Our capital policy is based on striving for effective management that places emphasis on return on equity (ROE) while
being aware of the capital cost and improving corporate value by improving shareholder return and optimizing the balance

® For shareholder return, while aiming for the distribution of earnings linked with results of operation, strive to maintain a
® Decisions about the repurchase of stock will be made based on the current level of capital, the market environment and

® Shareholders’ equity will be effectively used for the improvement of production, sales and construction systems as well as
for new businesses, global operations and other activities in order to achieve medium- and long-term growth and build a

— Shareholder Return Policy in the Medium-Term Management Plan GP25 3rd Stage ———
® Shareholder return in the medium-term management plan GP25 3rd Stage for four years (FY 2023-2026) puts emphasis on the improvement
of profit return linked with the results of operations and the maintenance of a stable dividend that is less affected by the short-term profit
fluctuation and we implement the dividend payment with goals of the dividend payout ratio at 35% and DOE (Dividend On Equity ratio) at 3.5%.

Trends in Dividend, Dividend Payout Ratio, and DOE

Dividend

160(¥) M Dividend per share (¥)  —O-Dividend payout ratio (%) —O—DOE (%) POIicy of the GP25 3rd Stage payout ratio
42.4 Improve the return rate to the dividend payout ratio of 35% 45
Stable dividend with DOE 3.5%
40
40 370
3.6
120 %
Dividend payout
ratio: 30% or more 33.1
30
100 Average DOE in the past 10 years: 3.1%
25
20
15
10
5
0
2014 2015 2016 2017% 2018 2019 2020 2021 2022 2023 2024 2025 2026 (Fiscal year)
GP25 1st Stage GP25 2nd Stage GP25 3rd Stage

*The company consolidated shares at a rate of one share per five as of October 1, 2016. The past figures were also consolidated retrospectively for ease of comparison.

DOE

4.5

4.0

3.5

3.0

25

2.0

0.5

Message from the executive officer
in charge of business management

Implementation of the
financial measures
suitable for the realization
of the growth strategies

Tetsuo Harima
Message from the
executive officer in
charge of business
management

DAIKEN GROUP REPORT 2022

The improved capability to generate cash advanced
the reinforcement of the financial structure.

Over the three years of the previous medium-term management
plan GP25 2nd Stage, we identified the Target Balance Sheet and
then implemented a variety of different measures to implement more
balance sheet-based management. We achieved improvement
of the ability to generate cash and the steady reduction of cross-
shareholdings. As for improvement of the capability to generate
cash, operating cash flow increased to approximately 45 billion yen,
a 1.5-fold increase from the accumulated total of approximately
30 billion yen during the three-year period of the GP25 1st Stage
until FY 2019. In addition, since we consistently worked to reduce
cross-shareholdings as one of the most important management
challenges, the proportion of cross-shareholdings (including deemed
holdings) to net assets decreased to less than 15% in FY 2022
compared to the approximately 30% in FY 2019. As a result, in FY
2022, the final year of the GP25 2nd Stage, we are proud to have
significantly advanced the reinforcement of the financial structure by
achieving all the targets set in the 2nd Stage with an ROE of 10.9%,
an ROA of 10.5%, an equity ratio of 41.7%, and a D/E ratio of 0.37.



Initiatives for reduction of cross-shareholdings

Policy for Cross-Shareholdings

® Regarding the shares held for the purpose other than the investment purpose (cross-shareholdings), targeting the companies
with which synergy creation can be expected by maintaining and enhancing the business alliance or business relationship shall
be the basic policy and shares that are judged to be insufficient in terms of the significance of holding shall be serially sold.

@ To verify the effect and the rationality that are in line with the holding purpose, scrutinize whether or not the benefits and risks
associated with holding are commensurate with the cost of capital from the qualitative and quantitative aspects and conduct a
review by reporting the annual review results to the Board.

@ Regarding the voting right, exercise the voting right on the assumption of contributing to the improvement of our corporate value.

® When exercising the voting right, comprehensively make a judgment from the perspective of the medium- to long-term
improvement of our and the investment destination company’s corporate value, instead of uniformly judging pros and cons
based on the quantitative standards.

Trends in Cross-Shareholdings
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(¥100 million)
FAEIEIERE
_ [ Outstanding balance in the balance sheet Deemed Shareholdings (%)
Listed 183 154 112 129 104 250 —O-Proportion of Total Assets —O-Proportion of Net Assets 50
[o] Ji —O-Proportion of Net Assets (If including the deemed Shareholdings)
bal. in th Unlisted 1 1 1 1 1
e Isnhee‘: niste Reduce cross-shareholdings (including the deemed
Total 184 155 114 130 105 Shareholdings) to 10% or less of net assets by fiscal 2026
Deemed Shareholdings 31 26 18 25 25
Total of the outstanding balance 200 40
in the balance sheet and deemed 216 182 133 156 131
Shareholdings
Sale Value 0 4) 1 25) 20)
@ an (25) (20) RéaueHon
Acquisition Cost 0 0 0 0 0 (25)
Reduction 0 @) (11) (25) (19
180 Reduction 30
Listed 25 24 19 18 17 (20)
Unlisted 25 24 24 22 23
Deemed
Shareholdings 3 3 3 2 2
Number of
Stock Names Total 53 51 46 42 42 100 20
Decrease 0 @ ©®) @ U]
Increase 1 0 1 0 1
Reduction 1 ) (5) @) 0
Total Assets 1,407 | 1601 1,706 1,725 1833 50 \ 10
Proportion of Total Assets 13.1% 9.7% 6.7% 7.6% 5.8%
Net Assets 569 617 629 767 905
31
Proportion of Net Assets 32.4% 25.2% 18.1% 17.0% 11.7% 28 18 22 25
Proportion of Net Assets (If including 0 0
the deemed Shareholdings) 37.9% | 29.6%  211% | 20.4% | 145% 2018 2019 2020 2021 2022  (Fiscal year)

Firmly maintaining the basic stance with a focus
on growth investments

On the other hand, there remains an issue. We failed to make
investments exactly as planned, and the actual total investment was
37.4 bilion yen compared to the original plan to invest 55 billion yen
in total. We have to say that we could have done better and had to
carefully select where to invest, even though we experienced a huge
impact from the uncertainties, the restrictions on activities, and the
inflation resulting from the rise in resource prices in the COVID-19
crisis. However, we have not discarded our active investment
policy. In the new four-year medium-term management plan GP25
3rd Stage that starts in FY 2023, we will steadily advance growth
investments that are essential to achieving the long-term vision
based on the capability to generate cash and the financial structure
that were strengthened in the 2nd Stage. Specifically, we expect the
total investment over the four years of the 3rd Stage to be 60 billion
yen, which includes strategic investments of 40 billion yen while the
operating cash flow is expected to be 70 billion yen over the term.
We will allocate capital to optimize financial soundness, improve
shareholder returns, and make growth investments as our top priority.

Aiming for an A rating* by implementing the
financial strategies of 3rd Stage

As for growth investments, we will pursue efficient investments to
strengthen the industrial materials business overseas with a focus
on the return on invested capital (ROIC) that has been set as a new
management goal and make investments to reinforce the business
foundation and reduce greenhouse gas emissions with a focus on
sustainability. As for financial soundness, our goal is to achieve an
equity ratio of 40% and above and a D/E ratio of 0.5 and below,
as well as flexibly make use of financial leverage. In addition, we
will improve shareholder returns in the 3rd Stage with the goal
of achieving a dividend payout ratio of 35% and DOE (dividend
on equity) of 3.5%. We will continue working to reduce cross-
shareholdings as we did in the 2nd Stage with a specific numerical
target of decreasing the proportion of cross-shareholdings,
including deemed holdings, to net assets to 10% or below. By
implementing these well-balanced financial strategies, we will obtain
A long-term issuer rating* as early as possible.

*BBB+ long-term issuer rating assigned by Japan Credit Rating Agency, Ltd., (JCR) as of
June 30, 2022
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Six questions for the outside directors

As an outside director, what
do you think are the strengths
and weaknesses of the Daiken
Corporation?

What were the achievements and
issues in the previous medium-term
management plan GP25 2nd Stage?

What were the particular points of
discussion when formulating the new
medium-term management plan GP25
3rd Stage?

What roles do you think you should
play to achieve the new medium-term
management plan GP25 3rd Stage?

The skills matrix has been disclosed
and two new directors have been
appointed. What points did you

pay attention to as a member of

the Governance Committee when
selecting them?

As for long-term corporate
management, what points would you
like to focus on and discuss in depth
at the Board meetings?

DAIKEN GROUP REPORT 2022

Ql

Q2

Q3

Q4

Q5

Q6

Interview with the Outside Directors

Shingo Ishizaki
Outside Director, Audit and
Supervisory Committee Member

| think our domestic customer base is significantly strong. In addition, it is
safe to say that the integrated system from the development of materials and
building materials to the work of installation and construction is sufficiently
feasible and one of the greatest strengths of the company. However, | think the
company should conduct R&D activities more tailored to customer needs. As
for the product deployment capabilities, | would like the company to improve
its supply chain and use the power of IT brought about by DX in its strategies.

| think the greatest achievement in the previous medium-term management plan
was that the company expanded its businesses through active investments
overseas and developed new markets while revising the domestic business
portfolio. However, Daiken Corporation’s reputation in the stock market has
not improved even though the company has been optimizing its financial
foundation. In terms of communication with investors through IR, | think the
company is not making sufficient efforts. | believe that the company needs to
take the beginning of the period of the new medium-term management plan as
an opportunity to start actively communicating with investors and inform them
of its medium- to long-term management strategies and competitiveness.

Though the company aims to establish its image as an all-embracing company
for building materials, it needs to actually become one with substance. Though
| recognize the efforts based on the pursuit of resolving social issues by
achieving the SDGs, the company should pay closer attention to its purpose
(the raison d’etre as a company) to practice corporate philosophy so that the
philosophy can appeal to the reason and emotions of people working for it. |
also think that the company should develop and explain its business strategies
to this end in detail from global and technological perspectives.

Global expansion and M&A are vital to Daiken Corporation’s growth
strategies. | would like to become more actively involved in the calculation of
fair acquisition prices, the identification of the variety of risk factors, and the
implementation of PMI after acquisition by using the expertise that | developed
while involved in investment banking operations.

When | participated in the selection process, | paid close attention to selecting
human resources with the skill to manage all domestic businesses and
integrate globalization, M&A strategies, and DX strategies, which are necessary
to implement the new medium-term management plan and can contribute
to the improvement of our corporate value. Though it is difficult to select an
outside director because we cannot evaluate the candidates based on their
whole careers, | had several interviews with the executives to get to know them
better and focused on ensuring faimess, objectivity, and transparency.

To make the company better, we should fully discuss at The Board meetings
the future direction of the company and its response to the needs of each
stakeholder. It is important for us to aim to become a company that exceeds
the conventional perception of an excellent global company and optimize all
the values we provide to society instead of simply pursuing profits. These are
challenging goals. However, by discussing them at the Board meetings and
optimizing risk-taking and the financial foundation, we can make a significant
change and promote the achievement of the SDGs.



Yuko Asami
QOutside Director, Audit and
Supervisory Committee Member

Daiken Corporation has two strengths: strong technological capabilities and
excellent human resources. In particular, technological capabilities enable the
company and its businesses to contribute to the achievement of the SDGs
and offer a distinct advantage to the company in this era when sustainability
is important. On the other hand, Daiken Corporation’s weakness is that it
does not fully use its R&D capabilities, the origin of its strong technological
capabilities. It is necessary to properly allocate management resources in
order to use the R&D capabilities to develop new businesses and improve
competitiveness.

I'd like to discuss the two issues confronting the company. The first issue is
a lack of coordination and connection between the domestic businesses and
overseas businesses. Instead of simply expanding the size of the businesses,
the company needs to implement measures to establish organic relationships
between the domestic and overseas divisions and continuously review the
business model from a company-wide perspective. The second issue is the
delay in promoting diversity. Though the company seems willing to address
diversity, it needs to take the beginning of the period of the new medium-term
management plan as an opportunity to implement drastic measures.

The points of particular focus are (1) the launch of new materials through
R&D and new technologies, (2) contributions to the achievement of the SDGs
through the businesses, (3) expansion of overseas businesses, (4) promotion
of human resource diversity, and (5) the promotion of DX. Though these points
have been incorporated into the policies, we need to pay closer attention to
determine whether effective measures are implemented and that management
resources are properly allocated as we promote the new medium-term
management plan.

The role | would like to play and focus on as of the new fiscal year is to
listen to the opinions of employees. Though we failed to implement sufficient
measures as a result of the limitations caused by the COVID-19 crisis, | would
like to listen to the opinions of midlevel managers, employees at a plant, R&D
personnel, and female employees, in particular, that we cannot listen to at the
Board meetings and use those opinions to invigorate Daiken Corporation.

There remain issues in terms of the diversity of the Board of directors. Though
we went through a generational change by welcoming the new members
to the Board of directors, the level of the management strategies has not
significantly improved with the new Board of directors. When we hold
discussions in Governance Committee meetings, | realize how hard it is to train
successors. The current management must pay attention to establishing the
next-generation board instead of remaining satisfied with the current Board.

(1) Human resource diversity, (2) R&D, and (3) management resource
allocation. (1) To make Daiken Corporation’s technological capabilities, one
of our strengths, sustainable, we need to achieve diversity so that the human
resources that support them can tolerate the risks. (2) In order to create
revenue streams and value from a long-term perspective, it is essential to
launch sustainable materials. Though the company already has many R&D
topics with great potential, it is necessary to invest management resources
in order to accelerate commercialization. (3) Long-term revenue streams and
value cannot be created unless the company expands overseas on the basis
of its technological capabilities with coordination and synergy. With this in
mind, | would like to deepen our discussions on how to develop our business
portfolio and allocate management resources.

Kiyoshi Mukohara 25
QOutside Director, Audit and 4
Supervisory Committee Member

N
Though Daiken Corporation’s strengths can be summarized into R&D capabilities, product
deployment capabilities, customer base, and its integrated system, the partnership with
ITOCHU Corporation with which the company has formed a capital and business alliance is
another component that further improves these four main strengths. ITOCHU Corporation’s
network in the North American market offers a major advantage to the company, especially
because it aims to strengthen its overseas businesses. Daiken Corporation’s weakness is
its delay in DX. Human resources are essential to accelerate DX. | would like to discuss this
matter in depth at the Board meetings in order to strengthen the DX efforts by linking them
to the medium- to long-term human resource strategy.

Though the company achieved all of its management goals, except the sales
target, | think it is largely attributable to market conditions in which the prices
of US wood products, in particular, remained at a high level. On the other
hand, the company ended up facing a difficult situation in terms of revenue
because the company fell behind in encouraging the selling price pass-through
in response to the abrupt rise in raw material prices in Japan and coordination
between manufacturing and sales and between domestic and global offices was
disrupted in the final year. | think there remains an issue as to the ability to flexibly
respond to significant changes in the economic environment.

We mainly discussed growth strategies and ESG. However, we failed to take
into consideration the abrupt changes in the economic environment, such as the
emergence of geopolitical risks, in our initial discussion; the growth strategies
that we discussed simply incorporated the same course of action as before. This
failure delayed the announcement of the new medium-term management plan,
and we responded by holding discussions again. However, since the world may
drastically change in the future, we need to consider a wider range of risk factors
and hold discussions at the Board meetings.

In relation to the weakness of the company that | mentioned earlier, in other
words, the delay in DX, the company needs to quickly advance the sophistication
of its human resource strategy and deepen the discussions on developing an
executive succession plan. I'd like to contribute to the implementation and
achievement of the plan by using my experience in management.

In order to deepen our discussions on the succession plan, we need to link it
to the sophistication of the company-wide human resource strategy. | have to
say we have not thoroughly discussed this matter. As for the skills matrix, the
first version was developed and disclosed in November 2021. However, we
have completed it. We need to improve our skills matrix as quickly as possible
by linking it to the human resource strategy and deepening our discussions at
Governance Committee meetings and the Board meetings.

It is said that the world is probably at a historical turning point. First, I'd like to
hold discussions from a perspective that focuses on the economy and society
for the medium- to long-term future, instead of continuing our discussions as we
have. The important topics to discuss are (1) the promotion of DX in the truest
sense of the word that leads to drastic business reform, (2) reinforcement of
the human resource strategy, and (3) sophistication of a global perspective that
may be more important and offer a major advantage to Daiken Corporation in
the future. We need to strengthen our (2) human resource strategy, in particular,
from the perspective of investment in and the development of human resources.
Finally, | think the most important part of a company is its human resources.
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Corporate Governance

Key initiatives for the enhancement of corporate governance

2002
2003
2008

2010
2011
2012

2015

2016
2017

2018

Made the shift to the chief executive officer system
The compliance committee was established.

Reorganized to the risk & compliance management
committee for reinforcement.

Reduced the number of directors from 11 to 9.

An outside director was selected (outside directors: 1/9)
The term for directors was reduced from two years to one
year.

Outside directors increased from 1 to 2 (Outside directors:
2/9)

The basic policy on corporate governance was established.

The nomination and remuneration committee and the
Corporate Governance Committee were established.

The effectiveness evaluation of the Board was started.

Evolved the conventional management philosophy and
corporate code of conduct and established the group
corporate philosophy and the group conduct guidelines.

A female outside Audit & Supervisory Board Member was

2019

2020

2021

2022

Reduced the number of directors from 9 to 7 (outside
directors: 2/7)

Outside directors increased from 2 to 3 (outside
directors: 3/8)

Enhanced the Board’s supervisory function and made
a shift to the Company with Audit & Supervisory
Committee for the purpose of acceleration and
efficiency of business execution.

A female outside director was selected (outside
directors: 3/9)

Clarified the Executive Officer system’s management
responsibilities and roles and introduced the Operating
Officer.

Revised the executive remuneration system and
improved the remuneration system for the directors who
are the Audit & Supervisory Committee Member.
Integrated the nomination & remuneration committee
and the Corporate Governance Committee and
reorganized to the Governance Committee.

Reorganized the CSR committee to the sustainability

selected.

Introduced the transfer restricted stock-based
compensation system.

promotion committee to enhance initiatives for
sustainability.

Revised the CSR basic policy to the Daiken
sustainability basic policy.

Response status of the Corporate Governance Code revised in 2

Key revised point Response status

Electronic platform for Comply Implemented from the general meeting of shareholders for the fiscal year ended
exercising the voting right March 2022.
Dialogues with English versions of the summary of financial results, financial result explanatory
investors / Disclosure of_the English Comply materials, notice of the general meeting of shareholders (agenda part), integrated
. . version report, and corporate governance report were disclosed. We will proceed with
information the consideration of future improvements as needed.
disclosure
. . , In November 2021, we revised the policy for the improvement and maintenance
in\gtll\tzgzslzﬁcc:;igs Comply | of the systema and initiatives for the promotion of dialogues with shareholders
and clearly stated the outside directors’ active involvement in IR activities.
Proportion of th? In and after June 2020, the system in which the ratio of the independent outside
Ir:ndependent Sl Comply directors is 1/3 or more has been kept
directors: 1/3 or More .
Fulfillment of the Effecti\_lengss of The Advilsory (l:ommittee in which .the ch.airperson and majority of the.members
the nomination and Comply are outside directors was established in 2015 (Governance Committee from
Board’s function | remuneration committee June 2021), and its operation has been continuing.
Disclosure of the We started to disclose it on our website in November 2021.
combination of skills that Comply | We published it in the convocation notice for the general meeting of
the Board has shareholders for the fiscal year ended March 2022.
. . Toward the realization of the group corporate philosophy that expressly stated
__Basic policy for the the contribution to the realization of a sustainable society, the Daiken global
Inl&ztsl‘,fi?—;ﬁ:tl:asgi;;iﬁgty Comply enviror\m.ent vision 2050, anq the Daiken sustainability .basic policy, we set
Board the priority themes concerning ESG and goal values in the medium-term
management plan and have been promoting specific initiatives.
Disclosure of the initiatives Comply We have been continuing the active disclosure in the integrated report and on
Sustainability for sustainability our website.
issues
We linked with the Daiken global environment vision 2050 in which we committed
to contributing to carbon neutrality in 2050 and expressed an agreement on the
. . TCFD in October 2021. Based on the TCFD’s recommended disclosure items,
Intf)grsnggt;ntg;st_;l&s%re Comply we started disclosing governance, strategies, risk management, and indices
and goals. In the future, we will conduct scenario analyses and financial impact
analyses and strive to formulate countermeasures and plans, incorporate them in
the management strategy, and improve information disclosure.
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Corporate Governance Framework

Shareholders (General meeting of shareholders)

Election and dismissal Disclosure and dialogue

The Board

233
13000
Supervision and election/

dismissal

Consultation
Governance Committee

Recommen-

Directors: 9 dations

Audit and supervision

Executive Board Member

Supervision and election/dismissal

Executive Directors Committee

Decision-making, approval, and instruction

Executive Officer/Operating Officer ‘

v

‘ Headquarters, respective departments, and ‘
affiliated companies

Audit & Supervisory Committee Directors: 5

Monitoring, supervising, and
important decision-making

Governance Committee (Committee chairpersol

Term Director (Except for the director who is an Audit and Supervisory Committee Member) :
d majority of the

Member are independent outside directors) ' ‘ . .

(Consultation matters from the Board)

* Proposal for election and dismissal of the director in the general meeting of shareholders and election and
dismissal of the Executive Officer

« Plan for the successors of the directors and executive officers

* Remuneration for directors* and executive officers, the method of evaluation, and remuneration calculation standards, etc.

» Evaluation of the effectiveness of the entire Board

 Establishment, revision, and abolition of the policy and rules on procedures, etc. for the governance system

» Establishment, change, and abolition of the procedures, etc. for a transaction between related parties

» Analysis and countermeasures if opposition votes exceeded the standard in the resolution of the general meeting of shareholders

* Necessity and rationality, etc. when examining the capital policy that damages the common benefit of the shareholders

*Except for the directors who are Audit & Supervisory Committee Member

Busmess executlon and

1 year Directors who are the Audit and Supervisory Board Member: 2 years

Election and dismissal

Election and dismissal

43332

Election/
dismissal,
determination | Reporting
of agendas,
and the right
of dismissal

Instruction and
reporting

Auditors

UOISIAIP
1pne [eusaiy|

Chairperson/Committee chairperson

n Internal director

Outside director

0

Accounting
audit

Business execution

B Number of committee meetings convened in fiscal 2022:
7 times
W Consultation matters from the Board
® Proposal for the election of directors
©® Amounts of remuneration for directors
® The method of the effectiveness evaluation of the Board
and the results of the evaluation
® Review of the corporate governance structure and
policy
® Response and disclosure content based on the revised
Corporate Governance Code
® The concept of the skills matrix and the disclosing
method

Points of the Structure

® The Governance Committee has been established that gives advice and makes recommendations on particularly important matters, such
as the nomination of and remuneration for directors and executive officers, improvement of the effectiveness of the entire Board, and the

building of the governance structure, to the Board in response to the Board’s consultation.

® The Governance Committee has the structure that the committee chairperson and a majority of the members are independent outside
directors. It is clearly stated in the basic policy concerning corporate governance that the Governance Committee’s deliberation and

recommendation details should be respected as much as possible in the Board.

® By setting up the internal audit division as an organization directly controlled by the Audit and Supervisory Committee, the structure

enhances the audit function.

Executive Officer
the strategic function.

Operating Officer

They make and execute decisions on management under authority and responsibility delegated from the Board and Executive Directors
Committee and play the role of promoting our company’s growth and reform from the perspective of the total company optimization as

They undertake business operation in their responsible businesses and domains and execute operations toward the realization of
reform and growth. They are positioned to develop the next-generation leaders.

Structure to promote sustainability Sustainability Promotion Committee

System to Promote Risk Management and Compliance

* “The CSR committee was reorganized to the sustainability promotion
committee in April 2022. Details are published on page 5.

The Board Risk and Compliance Management Committee

Executive Directors Committee
1

Risk and Compliance Management Committee

Building of the group-wide risk management and compliance
systems and overall management of the promotion plans

Department Responsible
for Legal Affairs

Departments Responsible
for Risks

Each Department/Group Company

Chairperson: Deputy President Executive Officer

Secretariat: Corporate Planning Department and Legal Department

B Number of committee meetings convened in fiscal 2022: 4 times

B Key deliberation items

[ RiskManagement | | Compliance

@ Consideration of the important risk measures and @ Results of the Survey on the compliance consciousness
analysis/evaluation of the influence degree degree

@ Revision of the Disaster Countermeasure BCP Manual
@ Disclosure of the risks associated with businesses

® Personal information management status
® Operation of the whistle-blowing system in the overseas
bases
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The effectiveness evaluation of the Board

To increase the effectiveness of the Board and to improve corporate value, the Daiken Group has implemented the effectiveness evaluation
of the Board once a year since the end of fiscal 2016. Based on the self-assessment by all directors and deliberations at the Governance
Committee in which the chairperson and majority of the members are independent outside directors, the effectiveness of important decision-
making in management and proper business execution has been conformed to be sufficiently secured. The issues to work on for more
effective the Board operations have been extracted, and they have been continuously putting effort into the improvement of responses.

~ Key issues and responses

Fiscal 2016 to fiscal 2019: GP25 1st Stage

Deliberations to review the management
philosophy and revise it as the group
corporate philosophy

Effective involvement in the PDCA process
through annual or interim evaluations and
verifications for management strategies and

Establishment of the group
corporate philosoph
The first survey on the degree of penetration of the group

Fiscal 2020 to fiscal 2022: GP25 2nd Stage

Continue to periodically implement the survey to
confirm the penetration status and issues

corporate philosophy was implemented. Issues in the

penetration was confirmed and measures were executed
Consideration and determination of the
measures to penetrate philosophy

Continuous operation

Started to operate the
systematized group corporate
philosophy penetration program

Results and issues of the previous

medium-term management plan were

Implement rolling for each fiscal year
based on the changes and forecasts of
the business results and management

environment in the past fiscal year

| Focused discussions on the management

reported in the process to formulate the
new medium-term management plan.

The business and market strategies, as
well as the concept of the enhancement

The director human resource development program was

of the management foundation, were
deliberated from the draft stage

Review of the reporting content,
such as the execution of
operation, toward the effective
involvement in the PDCA process
for management strategies

s of the medium-term management

strategy in the process to formulate the
lan

next medium-term management

(1) Reconfirmation of risks, opportunities,
and materiality; (2) update of the long-term
vision; and (3) discussions on the policy and
priority measures in the next medium-term
management plan

Continuous operation

—~H
Reviews of the PDCA process are

executed, so that the progress
concerning the important items

plan can be easily grasped
Periodic
reporting

Enhancement of the monitoring of Enhancement of the
important cases monitoring after acquisition

Continuous operation

Reporting of the matters to deliberate in the
management meeting to outside directors in the regular

Continuous operation

The nomination & remuneration committee was involved in 7—>| Improvement of discussion on the succession plan
human affairs of the directors to develop the next generation

Make and disclose the list of the combinations of
the skills expected to have according to strategies ——> n
and the skills that the Board has

L)

Since then, regular holding has been continuing

debrief session and to outside Audit & Supervisory
Board Member in the Audit & Supervisory Board
Improvement of the information provision, such as
deliberation results on the executive officer side,

Since then, continuously
implementing this

and implementation of deliberations several times
in regard to high-risk acquisition cases

Thorough implementation of the prompt
distribution of materials

Since then, continuously
implementing this

Holding of an office visit for the outside directors |
and Audit & Supervisory Board Member

Review of the regulations of decision-making authority

Revised the Board's rules and expanded the Since then, these have been continuing

scope to be delegated to the executive officer side

Shift to the Company with Audit &
Supervisory Committee

Enhancement of the Board's involvement in the group-based Review of important risks

risk management

Since then, periodic implementation on a quarterly basis has been continuing

In creating the integrated report,

a questionnaire survey of the
directors and individual meetings

Since then, periodic implementation of an opinion hearing
questionnaire survey and production meeting has been continuing

were implemented, and the Board
has been actively involved

policies
Execution of the evaluations of the degree
of penetration of the management strategies
Development and policies as well as the progress of
of the important issues
Management Enhancement of the Board’s involvement
. particularly in the CA process (analyses, >
Strategies/ issue organization, and execution of
Policies countermeasures) in the PDCA process in
the management strategies
Improvement of the provision of C a
Directors’ training opportunities for directors set and its operation started
and Audit & Supervisory Board
Knowledge Member
and Abilities
Improvement of the information provision
to deepen outside director and Audit &
Supervisory Board Member’ understanding of >
our businesses and that they could sufficiently
review agendas of the Board in advance
Improvement Improvement of the information provision to
of outside directors and Audit & Supervisory >
Di . Board Member to promote their
Iscussions understanding in advance in deliberations
Improvement of the support system in order
for the directors and Audit & Supervisory
Board Member to be able to actively collect
information in and outside the company
Enhancement Improvement of the
. supervisory function by
of the Sup(.erw delegating part of decision-
sory Function making to the executive
and Risk officer side
Management
Ilmprovement of the feedbacks of IR activities
\% Periodic implementation of the reporting of IR activities
Improvement of the structure to
promote a constructive dialog and
transmit helpful information for
lmpmyemem stakeholders including shareholders
of a Dialog
with
Stakeholders
] 1ssue
Response

To improve information
transmission to stakeholders,
such as shareholders, evaluations
by the recipients of the information
were monitored by the Board

Evaluations by the investors were
monitored by the Board and

—> evaluations from external institutions
improved by reflecting them in the
integrated report and on the website

External opinions are continued to be reflected
on the integrated report creation policy

Since then,

these have been
Deepening of the discussions on the responses continuing
to the opinions by shareholders and investors

\9 Discussions on the reduction of cross-shareholdings
toward the improvement of stock liquidity

Results of the evaluation in fiscal 2022 and responses to future issues

The Board’s effectiveness evaluation implemented in fiscal 2022 evaluated that its sufficient effectiveness, which was equal to or
surpassed that of the previous fiscal year, has been secured as they steadily executed the responses to the issues recognized in the
previous fiscal year and proceeded with the improvement measures. Particularly regarding their involvement in the PDCA process in
executing and verifying management strategies, such as the ex-post evaluation of the important investment case and the monitoring
of the progress status, it has been confirmed that the Board effectively fulfilled their functions and sufficiently functioned in regard to
the role to be involved in the governance structure by the Governance Committee. To further improve the effectiveness of the Board,
we will proceed with the responses to the following issues.

Further discussions on the president candidate development plan and succession of the Board to secure
sustainability of the functions of the management and the Board

Continuation of the discussions on the realization of the long-term vision and the important issues, including the
following three themes, with a view to improving sustainable corporate value beyond the vision.

1) Human resource development toward the securing of diversity and human resource strategies including the
improvement of the internal environment

2) Internal control and risk management in the entire group

3) Response to sustainability issues
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Executive Remuneration

Policy of Executive Remuneration

medium- to long-term corporate value.

we can entrust our future.

1. The remuneration system shall be based on the practice of the group corporate philosophy.
2. The remuneration system shall be designed reflecting the long-term vision GP25 and the medium-term

management plan, prevent too great an emphasis on short-term inclinations, and motivate the improvement of

3. The standards and system of remuneration shall be effective enough to secure excellent human resources to whom

4. The procedure for determining remuneration shall be transparent, fair, and objective to achieve the responsibilities
of explanations to all stakeholders including shareholders, investors, and employees.

Procedure

The Board has the authority to make decisions on the policy concerning the amounts and the method of calculating executive remuneration,
and the authority is delegated to the Board of representative directors by a Board resolution. The reason for delegation was because we judged
that the Board of representative directors would be suited to evaluate each director’s responsible division while taking into consideration the
entire company’s business performance, etc. In determining remuneration, to secure transparency, faimess, and objectivity, remuneration is
determined by the Board of representative directors after deliberations and recommendations by the Governance Committee.

Composition

Executive remuneration is composed of mission remuneration as fixed remuneration, performance remuneration as the performance-
based remuneration, and stock-based compensation. The proportion of the performance-based remuneration in the remuneration for the
directors (except for the director who is an Audit and Supervisory Committee Member and outside director) is around 40% and is designed

to fluctuate according to performance.

Director (Except for directors who are Audit & Supervisory Committee Member and outside directors)

Mission remuneration

Executive
compensation

Representative
compensation

Supervisor
compensation

Within the annual amount of 300 million yen

Performance remuneration

Performance-based Operating profit: 50%
indices

| Within the
of 30

Stock-based
compensation

Profit attributable to owners of parent: 50%

annual amount |
million yen |

Director who is an Audit & Supervisory Committee Member

Audit & Supervisory Committee
Member compensation

Mission remuneration

Within the annual amount of 108 million yen

Mission remuneration

Supervisor compensation

Fixed remuneration to be determined based on one’s duty. To ensure the background of the money amount, the breakdown (Audit & Supervisory

Committee Member compensation in addition to representative compensation, supervisor compensation, and executive compensation) is

organized and determined.

L ER NI ETENT Performance-based remuneration based on the accomplishments/results in company performance

510016 oL LT etol oS Enile gl TO reflect medium- to long-term performance and corporate value improvement, the transfer restricted stock-based compensation system has
been introduced. (Except for directors who are Audit & Supervisory Committee Member and outside directors)

Executive remuneration for the fiscal year ended March 2022

The total amount of remuneration to each executive classification, the total amount of remuneration by type, and number of target executives

are as follows.

Total Amount of Total Amount of Remunerations, etc. by Type (1 million yen)
. PR Remunerations, . Number of Target
Executive Classification etc. Mission Performance Stock-based Stock-based Executives
(1 million yen) remuneration remuneration compensation compensation
Retirement Benefits 200 98 - 5
Director (Audit & Supervisory 36 36 _ _ _ >
Committee Member)?
Audit & %uperwsory Board 10 10 _ _ _ >
Member
Outside Directors and Audit & 42 4 _ _ _ 8
Supervisory Board Member

*1: Except for directors who are Audit and Supervisory Committee Member and outside directors  *2: Except for outside directors
*3: Except for outside directors (Our company has been shifted from a company with an Audit and Supervisory Board to a company with an Audit and Supervisory Committee as of June 25, 2021.)
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Message from the newly appointed directors

Koshin Nomura

Representative Director,
Managing Executive
Officer
Responsible for Domestic
Business and New
Domestic Business

Takeshi Nagata

Director, Managing
Executive Officer
Responsible for Overseas
Business and New
Overseas Business

DAIKEN GROUP REPORT 2022

Since joining the company, | have worked mainly in the fields of manufacturing and
development. | have been involved in the development of new applications for materials
and the expansion of the lineup of building materials products as an employee in charge
of development in the manufacturing division, and | have been involved in management as
president of the building materials plant, which was a separate company spun off from the
company back then. My experience participating in the establishment of the door business
to change the focus of the main business from plywood, which was the business when the
company was founded, and working at the building materials plant specialized in doors and
flooring in China as a manufacturing manager to expand operations was notably memorable
partly because it happened when the company was at a turning point. In order for us to
continue growing into the future and increase our corporate values, the change of business
in response to the market environment and the acceleration of overseas expansion are
unavoidable management challenges. The change of business requires the power of unity to
bring together wisdom by sharing the purpose of launching a new business and the issues to
overcome with the group. On the other hand, overseas expansion requires the courage to try
to win trust while discovering the strengths and weaknesses of the company in countries with
cultures different from ours. I'd like to lead the company as a director and set the direction for
improvement of corporate values by utilizing the experience | have built up in my career.

In addition, I'm aware that the greatest strength we have in order to overcome these
management challenges is the technological capabilities we developed based on social
issues and customer needs. The technical development for advanced applications of timber,
in particular, reflects the company’s DNA since its foundation and has the potential to serve as
a sustainable source of value creation that will lead to the resolution of social issues, such as
the contribution to carbon neutrality. The board of directors will not only optimize the business
portfolio and lead the discussions on the long-term R&D vision but also focus on developing
a corporate culture that encourages young employees to be enthusiastic about development
and makes them feel the joy of taking on challenges using the company’s technological
capabilities.

Since joining my previous company, | have been consistently involved in the timber
industry for approximately 30 years, and | have experience in a variety of operations
throughout the entire value chain from procurement to sales and the processing of wooden
boards. | lived and worked overseas, mainly in Southeast Asia and Oceania, for 14 years
during this period. After taking a post at the overseas business group of Daiken Corporation
in 2015, | focused on expanding overseas businesses with the launch of the door business in
Indonesia in 2016 and the acquisition of the MDF plant in New Zealand in 2018 to contribute
to the reinforcement of the overseas businesses, which are specified as the growth driver in
the long-term vision.

Currently, the North American wood industrial materials business we established through
M&A in 2019 significantly contributes to the performance of our overseas businesses.
However, another strength we have with our overseas businesses is MDF. We have
established a solid customer base and sales network that now enables us to sell the products
we manufacture using the manufacturing technologies we have accumulated through the
development of the businesses for a quarter of a century and the development capabilities
that reflect both manufacturer’s and user’s perspectives in Japan, Asia, and North America. In
addition, I'm confident that expanding the industrial materials business, which effectively uses
timber, will contribute to the realization of a recycling-based society and carbon neutrality
because trees fix the CO. they absorb as they grow as carbon. Wood will turn into high
value-added materials, such as MDF and LVL, and such materials can be stored for several
decades. We would like to share such social values with our customers and improve our
corporate values by increasing the profitability of our overseas businesses.

As the newly appointed director, I'm aware that my most important mission is to balance
the implementation of the overseas growth strategies and risk management. While focusing
on the aforementioned North American business and MDF in the growth strategies and
aiming to improve internal control to optimize the balance between the transfer of authority
and management at the overseas locations for risk management, I'd like to focus on
developing human resources that can work actively overseas into the future because human
resources that work at and manage our overseas locations are essential.



Skills Matrix

To optimize the combination of the skills that the directors have and to make it the Board that will contribute to the medium-
to long-term corporate value improvement, we have created the Board members’ skills matrix. For the main items of expertise
and experience, the Company has set core skills for conducting fair and highly transparent management, such as corporate
management, ESG, finance and accounting, risk management, and compliance, etc.; skills of high importance as a construction
materials manufacturer based in Japan, such as domestic business strategy and DX; and skills related to manufacturing
technology in factories at the cutting edge of manufacturing and related to R&D, the source of the Company’s medium- to
long-term competitive advantage. The Company has also set global business strategy and DX for strengthening its position in
overseas markets, which is of particularly high importance for realizing the management strategy set out in the long-term vision.
The skills matrix is also created for the executive officers and operating officers from the perspective of the development of
successors who will play roles in the next-generation management, and we strive to build the optimal management structure.

Main expertise / Experience

R Risk Domestic Global :
Position in Corporate : . " Manufacturing
Name Finance and = management, business business
Our Company management / . . technology
accounting compliance and strategy and = strategy and
ESG and R&D
legal ) ¢ DX
g Representative
Masanori Okuda Director, President o o o o o o
Representative
Koshin Nomura Director, Managing . . . . ‘ ‘
Executive Officer
s Director, Managing
Takeshi Nagata Executive Officer . . . .
Masatoshi Maki Director o o o
Director, Audit and
Takashi Aihara Supervisory Committee . .
Member (Full-time)
: Director, Audit and
Takashi . Supervisory Committee . . ‘
Terubayashi Member (Full-time)
Shingo Ishizaki Qutside Director,
Audit and Supervisory
IWEERENCEN]  Committee Member ® ® ®
Yuko Asami . S'l:tSi?jesDireC@’ . .
udit and Supervisory
IWEERENCEN]  Committee Member
Kiyoshi Mukohara Outside Director,
Audit and Supervisory
ICEEENEENE  Gommittee Member ® ® ®

Reasons for appointment of outside directors as audit and supervisory committee members

m Reasons for Appointment

Has been engaged in investment bank operations at securities companies for many years, and possesses abundant financial
expertise acquired through said experience. Expected to play supervisory and advisory roles in the execution of duties by
directors, from a specialized perspective based on the said expertise, especially in financial accounting, thereby contributing to
the increased governance of our company.

Shingo Ishizaki

Is a professor at the Faculty of Economics, Gakushuin University, and has served as a committee member for the Ministry of
Finance, the Financial Services Agency, and other organizations demonstrating adequate expertise in finance and accounting.
Expected to play supervisory and advisory roles in the execution of duties by directors from a specialized perspective based on
the said expertise, especially in corporate accounting, thereby contributing to the increased governance of our company. Has
no experience of engagement in corporate management other than serving as an outside director but is considered capable of
properly executing the duties of an outside director for the reasons above.

Yuko Asami

Has been engaged in the management of financial institutions for many years and possesses abundant financial and managerial
expertise acquired through the said experience. Expected to play supervisory and advisory roles in the execution of duties by

Kiyoshi Mukohara directors from a specialized perspective based on the said expertise, especially in corporate management, thereby contributing
to the increased governance of our company. History of working at Sumitomo Mitsui Trust Bank, Limited, a major lender of
Daiken Corporation, but resigned as a director of the lender for seven years.

*1: The three directors above satisfy the criteria for independence assessment specified by the company and have been registered in compliance with the regulations of the Tokyo Stock Exchange.
*2: The three directors above are members of the Governance Committee and have been engaged, from an objective and neutral standpoint, in the selection of directors for the company and the determination of
executive remuneration and governance structure.
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Masanori Okuda

Governance

e Attendance at the Board: 12/13 (92%)
©® Number of shares owned: 47,020

Representative Director, President

Apr.
Apr.

Apr.

1974
2007

2008

June 2008

Apr.

Apr.

2009

2010

June 2011

Apr.

2012

June 2013

Oct.
Apr.

2013
2014

June 2018

Joined the Company

Executive Officer

General Manager of Tobu Juken Sales Control

Senior Executive Officer

General Manager of Juken Sales Control and General Manager of Tobu Sales Control
Director, Senior Executive Officer

Director, Managing Executive Officer

Tokyo Representative and General Manager of Juken Sales Control

General Manager of Juken Sales

General Manager of Sales, Manager of New Development Sales, and General Manager of
the Tokyo Office

Director, Senior Managing Executive Officer

General Manager of the Tokyo Office

Representative Director, Senior Managing Director, and Senior Managing Executive Officer
General Manager of Procurement Innovation and General Manager of the Tokyo Office
Representative Director, Representative President and Executive Officer

Representative Director, President (present)

Koshin Nomura

Representative Director,
Managing Executive Officer

©® Number of shares owned: 8,500

Apr.
Apr.
Apr.
Apr.
Apr.

Apr.
Apr.
Apr.
Apr.
Apr.

Apr.
Apr.

1983
2006
2011
2013
2015

2016

2017

2018

2019

2020

2021
2022

June 2022

Joined the Company

Manager of DAIKEN Industries (Ningbo) Corporation

Manager of Building Products Development Department of the Company

Division Manager of Interior Products

Executive Officer

Deputy General Manager of Products Head Office and Division Manager of Building
Products

Deputy General Manager of Products Head Office and Department

Manager of New Business Development

Senior Executive Officer

Manager of Finance and Accounting Department

Manager of Corporate Planning Department

General Manager of General Development and IT-Logistics

Managing Executive Officer

General Manager of Domestic Manufacturing

General Manager of Domestic Manufacturing and Division Manager of Home Furnishings
Responsible for Domestic Business and New Domestic Business

General Manager of the Tokyo Office (present)

Representative Director, Managing Executive Officer (present)

Takeshi Nagata

Director, Managing Executive
Officer

©® Number of shares owned: 8,930

Apr.
Jan.

1985
2006

Feb. 2009

June 2012

Apr.

2014

July 2014

Apr.

2015

Mar. 2017

Apr.

2017

June 2017

Apr.
Apr.
Apr.

Apr.

2019

2020

2021

2022

June 2022

Joined ITOCHU Corporation

Acting Manager of Wood Material and Building Material Department and Chief of Wood
Building Materials Section

Senior Executive Director of DAIKEN NEW ZEALAND LIMITED

(Stationed in Christchurch)

PT. ITOCHU Indonesia (Stationed in Jakarta)

Acting Manager of Wood Products & Materials Department of ITOCHU Corporation
Acting Manager of Wood Products & Materials Department, and Planning and
Administration Department, ICT, General Products & Realty Company

Deputy General Manager of Overseas Business Group of the company

Retired from ITOCHU Corporation

Executive Officer of the Company

General Manager of Overseas Business Group and Department Manager of Overseas
Business Planning

Outside Director of HOKUSHIN Co., Ltd. (present)

Senior Executive Officer of the Company

General Manager of Overseas Business

Deputy General Manager of Overseas Business Headquarters and General Manager of MDF
Business Division

General Manager of Overseas Business, Manager of Asia Business Department, and
Manager of North America Business Department

Managing Executive Officer

Responsible for Overseas Business and New Overseas Business

Manager of North America Business Department (present)

Director, Managing Executive Officer (present)

Masatoshi Maki

Director

© Number of shares owned: 0
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Apr.
Apr.
Apr.
Apr.
Apr.
Apr.

Apr.
Apr.
Apr.
Apr.
Apr.

Apr.

1987
2000
20056
2006
2009
2011

2013
2014
2015
2016
2019

2022

June 2022

Joined ITOCHU Corporation

Chief of Construction Section 2 of Construction & Realty Department

Acting Manager of Construction & Realty Department

Acting Manager of Construction & Realty Department No. 1

General Manager of Construction & Realty Department No. 2

Director of China Construction & Realty Division (Stationed in Shanghai), ITOCHU
SHANGHAI LTD.

Director of China ICT, General Products & Realty Group (Stationed in Shanghai), TOCHU
SHANGHAI LTD.

Deputy Chief Operating Officer of Construction, Realty & Financial Business Division
Deputy Chief Operating Officer of Construction, Realty & Logistics Division

Chief Operating Officer of Construction, Realty & Logistics Business Division
Executive Officer (present)

Chief Operating Officer of Construction & Real Estate Division

President of General Products & Realty Company (present)

Director of the Company (present)



e gEne]  Governance Committee Members

*Attendance at the Board and the Audit and Supervisory Committee is the status in fiscal 2022.
*The number of shares owned is the number as of the end of March 2022.

Director i dit and supervisory committee

Takashi Aihara

Director, Audit & Supervisory
Committee Member (Full-time)

© Attendance at the Board: 13/13 (100%)

® Attendance at the Audit & Supervisory
Committee: 10/10 (100%)

© Number of shares owned: 11,960

Apr. 2001

Professor of School and Graduate School of Law and Politics, KWANSEI GAKUIN UNIVERSITY

Aug. 2003 Director and Manager of IR Planning of Takara Printing Co., Ltd.
Mar. 2006 Outside Audit & Supervisory Board Member of Urban Life Co., Ltd.
Aug. 2006 Director and Executive Officer responsible for IR business development of Takara Printing

Co., Ltd.

Feb. 2008 Registered lawyer (present)
June 2010 Outside Audit & Supervisory Board Member of the Company

Jan. 2011
Apr. 2011

Member of the Ninth Tender Monitoring Committee of Ministry of Finance
Member of the Committee of Monitoring Mint Contracts (Independent Administrative Institution)

June 2011 Outside Director of the Company
June 2017 Representative Director, Senior Managing Director, and Senior Managing Executive Officer
June 2018 Representative Director, Senior Managing Executive Officer

Apr. 2021

Responsible for the Head Office and crisis management (present)

June 2021 Director, Audit & Supervisory Committee Member (full-time) (present)

Takashi Terubayashi
Director, Audit & Supervisory
Committee Member (Full-time)

e Attendance at the Board: 13/13 (100%)

© Attendance at the Audit & Supervisory
Committee: 10/10 (100%)

© Number of shares owned: 14,610

Apr. 1980
Apr. 2011
Apr. 2012

Apr. 2013

Joined the Company

Executive Officer

Senior Executive Officer

Manager of General Affairs and HR and Manager of the Secretarial Office

Managing Executive Officer

Manager of Management Planning Department and Manager of the Secretarial Office

June 2013 Director, Managing Executive Officer

Apr. 2014

Apr. 2015
Apr. 2017

Manager of Management Planning Department, Manager of the New Business Development
Office, and Manager of the Secretarial Office

Manager of Finance and Accounting

Director, Senior Managing Executive Officer

June 2017 Representative Director, Senior Managing Director, and Senior Managing Executive Officer
June 2018 Representative Director, Senior Managing Executive Officer

June 2019 Audit & Supervisory Board Member

June 2021 Director, Audit & Supervisory Committee Member (full-time) (present)

Shingo Ishizaki
Outside Director, Audit &
Supervisory Committee Member

Committee Chairperson

® Attendance at the Board: 13/13
(100%)

® Attendance at the Audit &
Supervisory Committee: 10/10 (100%)

©® Number of shares owned: 0

Apr. 1979
Apr. 1998
July 2001

Oct. 2004

Apr. 2009
Apr. 2010

Joined Yamaichi Securities Co., Ltd.

Joined Merrill Lynch Japan Securities Co., Ltd.

Joined UFJ Capital Markets Securities Co., Ltd. (present Mitsubishi UFJ Morgan Stanley
Securities Co., Ltd.)

Joined Mizuho Securities Co., Ltd.

Executive Manager of Investment Banking Group

Managing Executive Officer and Kansai Investment Banking Group Leader

Managing Executive Officer and Kansai and Western Japan Investment Banking Group Leader

June 2015 Special Adviser of Sekisui House, Ltd.

Apr. 2018

Special Adviser of Sekisui Plastics Co., Ltd.
President and Representative Director of SI.Management Co., Ltd. (present)

June 2019 Outside Audit & Supervisory Board Member of the Company
June 2020 Outside Director of the Company

Apr. 2021

Adviser of Asahi Broadcasting Group Holdings Corporation (present)

June 2021 Outside Director, Audit & Supervisory Committee Member of the Company (present)

Yuko Asami

Outside Director, Audit &
Supervisory Committee Member

® Attendance at the Board: 13/13
(100%)

® Attendance at the Audit &
Supervisory Committee: 10/10 (100%)

© Number of shares owned: 0

Apr. 2000

Full-time instructor, Faculty of Economics, Gakushuin University

Feb. 2002 Member of performance report project, Accounting Standards Board of Japan

Apr. 2003
Apr. 2008

Assistant Professor, Faculty of Economics, Gakushuin University
Professor, Faculty of Economics, Gakushuin University (present)

Feb. 2010  Member of the Evaluation Committee for the Incorporated Administrative Agency (independent administrative institutior), Ministry of Finance

Acting chaiman of the working group of the Organization for Small and Medium Enterprises and Regional Innovation of the same committee

Feb. 2012 Temporary member of the Business Accounting Council, Financial Services Agency

Apr. 2012

Apr. 2014

Member of the advisory committee of economics, subcommittee of the establishment of the university, councll of the establishment
of the university and incorporated educational institution, Ministry of Education, Culture, Sports, Science and Technology
Vice President, Gakushuin University

June 2018 Outside Audit & Supervisory Board Member of the Company

Apr. 2019

Chairperson and Professor, Graduate School of Management, Gakushuin University (present)

June 2019 Member of the Certified Public Accountants and Auditing Oversight Board, Financial Services Agency (present)

Member of Standards Advisory Council, Financial Accounting Standards Foundation (present)

Dec. 2019 Japan Society for the Promotion of Science, Member of the Committee on Grants-in-Aid for Scientific Research (present)

Jan. 2020

Examiner of Certified Public Tax Accountant Examination, National Tax Agency (present)

Sep. 2020 Auditor of Ibaraki University (present)
June 2021 Outside Director, Audit & Supervisory Committee Member of the Company (present)

Kiyoshi Mukohara
QOutside Director, Audit &
Supervisory Committee Member

Governance

e Attendance at the Board: 13/13 (100%)

® Attendance at the Audit & Supervisory
Committee: 10/10 (100%)

© Number of shares owned: 0

Apr. 1975

Joined The Sumitomo Trust and Banking Company, Limited (present Sumitomo Mitsui Trust
Bank, Limited)

June 2006 Director and Managing Executive Officer
June 2008 Representative Director and Senior Managing Executive Officer

Apr. 2011
Apr. 2012

Apr. 2015

Representative Director and Deputy President Executive Officer

Representative Director and Deputy President of SUMITOMO MITSUI TRUST HOLDINGS, INC.
Representative Director, Deputy Chairman of Sumitomo Mitsui Trust Bank, Limited
Representative Director of SUMITOMO MITSUI TRUST HOLDINGS, INC.

Corporate Advisor of Sumitomo Mitsui Trust Bank, Limited

June 2015 Retired from Director of SUMITOMO MITSUI TRUST HOLDINGS, INC.
June 2016 Outside Audit & Supervisory Board Member of Rengo Co., Ltd.

Apr. 2018

Executive Advisor of Sumitomo Mitsui Trust Bank, Limited

Mar. 2019 Advisor of Sumitomo Mitsui Trust Research Institute Co., Ltd. (present)
June 2020 Outside Audit & Supervisory Board Member of the Company
June 2021 Outside Director, Audit & Supervisory Committee Member of the Company (present)
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Eleven-Year Financial Summary

(¥million) B Profit attributable to owners of parent
8,000

=0~ ROE (Return on equity)

7,000

6,000

5,000

4,000

3,000

2,000
2,546 2,736

1,000

874 1,318
0
(¥million) Fiscal 2012 Fiscal 2013 Fiscal 2014 Fiscal 2015

Net sales 151,209 168,153 180,392 168,833
Cost of sales 113,189 119,121 137,693 131,657
Gross profit 38,020 39,031 42,699 37,175
Selling, general, and administrative expenses 33,477 34,327 39,121 33,722
Operating profit 4,542 4,703 3,577 3,452
Ordinary profit 4,600 5,669 5,025 4,648
Profit before income taxes 1,893 2,373 4,617 1,373
Profit attributable to owners of parent 874 1,318 2,646 2,736
ROE (Return on equity) 2.6% 3.8% 7.0% 7.0%
ROA (Return on assets) 3.8% 4.4% 3.8% 3.4%
Gross profit margin 25.1% 24.7% 23.7% 22.0%
Selling, general, and administrative expenses ratio 22.1% 21.7% 21.7% 20.0%
Operating profit ratio 3.0% 3.0% 2.0% 2.0%
Ordinary profit ratio 3.0% 3.6% 2.8% 2.8%
Cash flows from operating activities 9,074 2,624 9,663 9,299
Cash flows from investing activities (3,218) (2,083) (5,168) (4,072)
Cash flows from financing activities (1,929) 224 (1,054) (2,635)
Free cash flows 5,856 591 4,494 5,227
Capital investments 2,758 4,036 3,274 3,206
Depreciation 4,217 4,107 3,990 4,093
R&D expenses 1,470 1,453 1,342 1,349
Total assets 125,469 131,618 135,890 135,596
Net assets 36,949 39,870 41,419 44,984
Shareholder equity 33,569 36,002 37,154 40,573
Shareholder equity ratio 26.8% 27.4% 27.3% 29.9%
Interest-bearing debts 32,865 34,506 34,599 34,204
D/E ratio (times) 0.98 0.96 0.93 0.84
Book value per share (BPS) (¥) 1,337.57 1,434.53 1,480.47 1,669.47
Earnings per share (EPS) (¥) 34.83 52.53 101.46 111.70
Dividend per share (¥) 37.50 37.50 37.50 37.50
Dividend payout ratio 107.7% 71.4% 37.0% 33.6%
DOE (Dividend on equity ratio) 2.8% 2.7% 2.6% 2.4%
Total dividend 941 941 941 914
Market capitalization 35,888 32,249 35,260 32,931
Employees (Consolidated) (Persons) 3,183 3,194 3,141 3,191

(Note) 1. The company consolidated shares at a rate of one share per five as of October 1, 2016. The past figures were also consolidated retrospectively for ease of comparison.
2. For more information about our financial statements, please refer to our securities report posted on our website. https://www.daiken.jp/company/ir/document/
3. Free cash flows = Cash flows from operating activities + Cash flows from investing activities
4. Debt-equity ratio = Interest-bearing debts / shareholder equity (times)
5. DOE (Dividend on equity ratio) Annual dividend amount / Average shareholder equity at the beginning and end of the period x 100 (%)
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(%)
15.0

11.7 11.7 129
O Q
9.8 9.5 9.1 10.0
O O O
7.8
O 75
e 5,895 5,447 5,620 50
3,088 4,402
25
0
Fiscal 2016 Fiscal 2017 Fiscal 2018 Fiscal 2019 Fiscal 2020 Fiscal 2021 Fiscal 2022
168,141 168,841 170,581 182,962 202,481 199,210 223,377
127,452 125,201 127,946 139,289 151,442 148,328 160,210
40,689 43,640 42,635 43,673 51,038 50,881 63,167
35,102 35,108 35,116 37,940 42,653 42,102 45,805

5,686 8,632 7,519 5,733 8,384 8,779 17,361

5,281 9,033 8,760 6,838 9,108 9,935 18,725

6,875 7,247 8,342 7,301 8,871 10,970 18,264

3,988 5,132 5,895 4,402 5,447 5,620 7,872

9.8% 11.7% 11.7% 7.8% 9.5% 9.1% 10.9%

4.0% 6.9% 6.4% 4.5% 5.5% 5.8% 10.5%

24.2% 25.8% 25.0% 23.9% 25.2% 25.5% 28.3%
20.9% 20.8% 20.6% 20.7% 21.1% 21.1% 20.5%

3.3% 51% 4.4% 3.1% 41% 4.4% 7.8%

3.1% 5.4% 51% 3.7% 4.5% 5.0% 8.4%

6,016 10,566 9,158 10,052 16,807 12,254 16,834
(5,972) (4,201) ©@,711) (15,079) (17,863) 910) (6,636)
(5,486) (6,734) (6,342) 11,165 1,468 (11,369) (10,737

43 6,364 6,447 (5,027) (1,056) 11,344 10,198

3,508 4,757 3,081 6,586 5,490 3,697 2,864

4,068 3,506 3,768 4,134 5,079 5,563 5,546

1,430 1,477 1,551 1,592 1,491 1,452 1,587

130,315 132,171 140,776 160,158 170,638 172,553 183,391
43,833 49,086 56,979 61,741 62,975 76,771 90,563
40,789 46,614 54,244 58,904 55,778 68,043 76,487
31.3% 35.3% 38.5% 36.8% 32.7% 39.4% M1.7%
31,438 26,338 21,952 30,784 43,876 35,508 28,500

0.77 0.57 0.40 0.562 0.79 0.52 0.37

1,692.28 1,933.99 2,250.58 2,264.10 2,142.99 2,612.54 2,935.31
164.67 212.96 244.60 174.55 209.32 2156.83 302.18

50.00 64.00 74.00 74.00 70.00 70.00 100.00
30.4% 30.1% 30.3% 42.4% 33.4% 32.4% 33.1%

3.0% 3.5% 3.5% 3.4% 3.2% 2.9% 3.6%

1,210 1,642 1,783 1,925 1,821 1,823 2,605
37,842 49,675 60,545 56,039 44,143 57,402 56,597

3,060 3,071 3,073 3,287 3,807 3,852 3,965

DAIKEN GROUP REPORT 2022

‘ uoneain anjep s,dnoin uayieq ‘

uoneal) anjep 1o} ABajens

uoneal) anjep Buipoddng uoiyepuno4

eleq

68



bt

69

Data

ESG Goals

Results of th

Medium-Term ESG Plan (Fiscal 2020-2022)

Field Theme Goals Results P
. 36% reduction (As compared to fiscal 2014)
Greenhouse gas emissions Total greenhouse gas emissions in Japan Achieved the goal by renewing to energy-saving facilities
reduction” Fiscal 2022: 26% reduction (As compared to fiscal 2014) |and the reduction measures, such as production
rationalization
: 50%
PromOt:;n of the use of Renewable energy utilization ratio: 50% or more Maintained the target level through the stable operation of
renewable energy biomass boilers
Amount of carbon fixation by the wood industrial materials | 1,044,000 t-CO2/year
. " . business Although it increased compared to fiscal 2019 through the
Promotion of carbon fixation (MDF and insulation board) increase in production of MDF production, the goal could x
1,100,000 t-COz/year not be achieved
Promotion of recycle and Final di | rate (ratio of vol di d of in landfill ilﬁw% h it i d by 1.8 point d to fiscal
. . inal disposal rate (ratio of volume disposed of in landfi ough it improved by 1.8 points compared to fiscal
E conversion of waste into outside the company): 5% or below 2019 by promoting the material use of waste, the goal x
valuables could not be achieved
m i i . o, . N 4% reduction (As compared to fiscal 2019)
2 Promotion of effective use of g\éitg)r resource input: 3% reduction (As compared to fiscal Achieved the goal by improving the production processes,
= . ) )
g water resources (Group production bases in Japan) ;Lrjg:ezss ;:ee ;Osr? tI::n L;swng water when starting production
3 - -
g Appropriate management ) 59% reduction (As compared to f\sca'l 2019)
- and reduction of chemical Release/transfer amount of the substances subject to the |Although reduction of methylene chloride progressed as the X
PRTR law: 70% reduction (As compared to fiscal 2019) | establishment of technology for the product specification
substances change completed, the goal could not be achieved
Procure wood in a biodiversity 51%
. Utilization of domestic timber for flooring substrates: 45% |Achieved the goal by promoting the switch from lauan
friendly way wood
Strengthen environmental risk  |Number of environmental accidents and violations: 0 0 (C.ont.\nued) )
(Those with administrative guidance or penal charge) Maintained O cases by operating and continuously
management improving the environmental management system
. Serious product accidents: 0 One case respectively in FY 2020 and FY 2021, and O X
Enhancement of the quality Product safety and quality improvement education cases in FY 2022
control structure™ execution rate: 100% 100%
Product audit implementation cover rate: 100% 100%
Rate of acquisition of the agreement on the CSR Japan: 98% Progressed in the suppliers of the new X
Fair transactions procurement standards at home and abroad: 100% consolidated subsidiaries
Serious violations of the Anti-Monopoly Act and Global: Preparations for the trial survey to suppliers completed
Subcontract Act: O 0 (continued)
. +30 pt (As compared to fiscal 2019)
Promotion of diversity1 Total diversity index?: +20 pt (As compared to fiscal 2019) | Achieved the goal as taking childcare leave among male
employees progressed
- - 0 n
Total work time reduction rate: 3% (As compared to fiscal 3.5% reduction (As compared to fiscal 2019)
Promotion of workstyle reform 2019) 61.4% X
Rate of taking annual paid leave: 70% 20.8 pt (As compared to fiscal 2020) X
S Employee satisfaction®: +5 pt (As compared to fiscal 2020) P P
Job separation rate within three years: Within 15% 156.4% X
. f Young employees’ career plan training attendance rate: 100% | 100%
(7] cF;elnflorcmg human resources Attendance rate for the prioritized market enhancement  [42%
8‘ evelopment program: 50%
o Management staff training program attendance rate: 70% |55.8%
0 (continued)
Enhancement of the Serious disaster: 0 Although diagnosis by visiting the plants was suspended,
occupational safety and health |Plant mutual safety diagnosis execution rate: 100% online information sharing by the safety supervisor was
enhanced
Human rights promotion Human rights enlightenment training attendance rate: 96%
tiviti 100%
activities Supervisor harassment training execution rate: 100% 100%
Social contribution activities i ing wi
. . Holding Of th? event planned by cooperafing with local A total of 62 events held in 18 bases among 20 bases at
by cooperating with local communities: Once a year
- Ny home and abroad
communities (Each group production bases)
Group corporate philosophy penetration program 80%
Enhancement of the governance |execution rate: 100% Newly established and operating the collection of cases of
system'1 Degree of penetration of the group corporate philosophy“: | practicing philosophy and the good case awards program
+10 pt (As compared to fiscal 2018) +5 pt (As compared to fiscal 2018) X
System BCP 3-year proactive measure completion rate: 5
o) ) ) 100% 100% o
) Promotion of risk management Procurement BOP 3-year proactive measure completion Grasping and evaluation of rls}(s completed, and
[} . responses have been continuing
5 rate: 100%
o
g Serious compliance violations: 0 0 (continued)
. . : 9 5.
[ Strict compllance Compliance consciousness degree ”: +5 pt (As compared +3.1 pt (As compared to fiscal 2020) x

to fiscal 2020)

Status of achievement:--

Achieved % Not achieved

*1: Set as the non-financial management goals in the medium-term management plan
*2: Our own indices in which diversity-related items, such as the female manager ratio, were indexed. Total Diversity Index 3rd Stage is used in and after fiscal 2023 and items related to the method of calculation are reviewed

and reset

*3: Our own index based on the survey using the employees’ sense of satisfaction and pleasant workplaces as evaluation axes
*4: Our own indices in which employees’ understanding, sharing, and practice of the group corporate philosophy were indexed
*5: Own indices to measure employees’ compliance consciousness degree from the perspectives of legal compliance, a sense of ethics, structure, and corporate culture
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ESG Goals (Fiscal 2023-2026)

We integrated the past medium-term ESG plan and the medium-term management plan in fiscal 2023 and set the important
themes to work on from the perspective of ESG and goal values as the ESG goals.

jusIUOIIAUT m

[e100g m

9oUBUISNOD) (; )

Promotion of recycle and conversion of waste
into valuables

Goal (Fiscal 2026)

Reduction of the final waste landfilling treatment amount (production
departments in Japan and overseas)

15% reduction

(Compared to fiscal 2022)

Greenhouse gas emissions reduction

Total greenhouse gas emissions in Japan and overseas (Scopei+2)

Total greenhouse gas emissions in Japan and overseas(Scope3)

10% reduction (As
compared to fiscal 2022)
6% reduction (As
compared to fiscal 2022)

Promotion of the use of renewable energy

Renewable energy utilization ratio

Japan: 50% or more
Overseas: 40% or more

Expansion of the amount of carbon storage by
using timber

Amount of carbon storage by the wood industrial materials business
(MDF and insulation board)

1,100,000 t-CO,/year

Procure wood in a biodiversity friendly way

Lauan usage rate in flooring substrates

50% reduction

(Compared to fiscal 2022)

Appropriate management and reduction of
chemical substances

Release/transfer amount of the substances subject to the PRTR law

70% reduction

(Compared to fiscal 2022)

Promotion of effective use of water resources

Water resource input (Group production bases in Japan and
overseas)

4% reduction

(Compared to fiscal 2022)

Reduction of the use of plastics derived from
fossil fuels

Reduction of the use of plastic containers and packaging

4% reduction

(Compared to fiscal 2022)

Number of environmental accidents and violations at home and

Strengthen environmental risk management abroad (Those with administrative guidance and penal charge) 0
Number of accidents caused by design in the new product developed 0

Enhancement of the quality control structure Manufacturing and product audit implementation cover rate 100%
Product safety and quality improvement education execution rate 100%

Promotion of CSR procurement The rate of the CSR survey implementation in Japan and overseas 100%
Serious violations of the Anti-Monopoly Act and Subcontract Act 0

Ensuring fair competition and transactions

Planning and holding of the enlightenment activities by division and
job type

20 times/year

Promotion of diversity

Total diversity index 3rd Stage®

The ratio of female employees hired (New graduate nationwide course)
The female full-time employee ratio
The percentage of male employees taking childcare leave
The female manager ratio
long-term care seminar attendance rate
Diversity training attendance rate (Managers)
The degree of attainment of the employment rate of persons with
disabilities
Personnel composition by age (Difference by generation)

+30 pt (As compared to
fiscal 2022)

50%

20%

50%

2%

90%/year

100%

100%

Within the difference of
10 pt

The rate of receiving health promotion allowance 80%
Promotion of health management Health score (Exercise, rest, and nutrition) 20 pt
Presenteeism loss rate 25%
Total work time reduction rate 3%
Promotion of workstyle reform Rate of taking annual paid leave 70%
Employee satisfaction” 60pt
Job separation rate within three years Within 15%
Reinforcing human resources development Young employees’ career plan training attendance rate 100%
9 p Attendance rate for the prioritized market enhancement program 50%
Management skill training attendance rate 80%
Enhancement of the occupational safety and Serious disaster 0
health Plant mutual safety diagnosis execution rate 100%
. . P, Human rights enlightenment training attendance rate 100%
Human rights promotion activities Supervisor harassment training attendance rate 100%

Social contribution activities by cooperating
with local communities

Holding of the event planned by cooperating with local communities
(Each group production bases)

1 times/year

Enhancement of the governance system

Female executive ratio (Director)
Degree of penetration of the group corporate philosophy*4

10% or more
60 pt or more

Improvement of a dialog with stakeholders

Establishment of the index for the engagement with customers and
business partners and the method, and setting of the goal

Number of sessions on our IR site

Implementation in fiscal
2023

200% (As compared to
fiscal 2022)

Strict compliance

Serious compliance violations
Compliance consciousness degree®

0
+5 pt (As compared to
fiscal 2022)
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Data

ESG Data

E Environment

(Fiscal year)
Scope Unit 2018 2019 2020 2021 2022
1,000 GJ
Total energy input (Heat quantity 2,888 2,874 2,914 2,667 2,711
equivalent)
Percentage of renewable energy % 50 50 50 50 50
Quantity of water
; 2,041 1,94 1 1,7 1,859
Effective use of water intake 1,000 m® 0 943 865 799 )
resources i ’
Sgﬁggge°f 1,572 1,455 1,381 1,331 1,408
Amount generated | Group production 1,000 t 48.8 48.6 475 437 47 1
bases in Japan
Waste, etc. Percentage of final
volume disposed of % 7.5 7.6 7.2 5.9 5.8
in landfill
Chemical substances -
(Substances subject to the Egdsn?snsﬁ TS t 15 17 16 8 7
PRTR law)
Number of environmental accidents and violations
(Those with administrative guidance or penal Case 0 0 0 0 0
charge)
Greenhouse Gas Emissions (Fiscal year)
Scope Unit 2018 2019 2020 2021 2022
Scope 1 Total Group consolidation - - - 73.5 73.7
Group consolidation in
Japan Japan 36.1 35.4 35.4 31.2 32.9
Overseas group ~ - B
Otz consolidation™ 42.3 40.8
Scope 2 Total Group consolidation - - - 89.2 87.9
Group consolidation in
Japan Wopen 63.2 58.6 55.7 51.3 48.5
Overseas grouy|
Overseas consolidation'P 1,0001-CO, - - - 38.0 39.4
Scope 3%*° Total Group consolidation” - - - 1,763.8 2,212.9
Japan Group consligation in - 1,077.7 1,120.6 1,008.5 1,082.1
apan
Scope 1+2 Total Group consolidation™ - - - 162.7 161.5
Group consolidation in
Japan Japan 99.3 93.9 91.1 82.5 81.4
Scope 1+2+3 Total Group consolidation - - - 1,926.5 2,374.4
Group consolidation in
Japan Japan® - 1,171.7 1,211.8 1,091.0 1,163.4

*1. Except for Singapore Branch, Indonesia Office, Vietnam Office, and Daiken (Shanghai) Corporation among the overseas group bases

*2. Conform to the Basic Guidelines on Accounting for Greenhouse Gas Emissions throughout the Supply Chain by the Ministry of Environment and Ministry of Economy, Trade and Industry.

*3. Excluding some of the bases and activities with small emissions and a small impact on the entire supply chain’s emissions.
*4. Including emissions by procuring materials from the overseas group companies.

Greenhouse Gas Emissions Composition Ratio in Fiscal 2022 (Group consolidation)

Scopet 3%

Scope3 w

Other Categories 5
(Categories 2, 3, 5,6,7,9,and 1) W%

Scope3

Category 12

End-of-life treatment of sold products 9 O/D

Total Emissions
in Fiscal 2022:

2,374.4

1,000 t-CO-

Scope3
Category 10 1 7
Processing of sold products %

Scope3
Category 4 1 4
Upstream transportation and distribution o/o
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S Social

Number of employees (Fiscal year)
Scope Unit 2018 2019 2020 2021 2022
Number of employees (Consolidated) 3,073 3,287 3,807 3,852 3,965
Domestic Group consolidation Persons 2,248 2,268 2,411 2,449 2,461
Global 825 1,019 1,396 1,403 1,504
Average age 41.4 41.6 41.6 41.6 41.9
Female Age 37.7 38.6 38.8 38.8 39.2
Male Non-consolidated 42.2 42.4 42.4 42.4 42.8
- i
Average length of service 17.7 17.7 17.5 17.6 17.7
Female Year 11.5 11.6 11.6 11.4 1.7
Male 19.3 19.3 19.2 19.4 19.6
Voluntary job separation ratio
Voluntary job separation ratio (Full-time employees)‘ Non-consolidated % 2.0 2.2 1.9 1.3 2.3
Women'’s active participation
The female employee ratio 19.5 20.2 21.9 23.6 24.2
The ratio of female employees hired Non-consolidated % 34.0 20.3 34.0 29.0 32.6
The female manager ratio (positions equivalent
to section chief or higher) 0.62 1.04 1.23 1.62 1.63
Childcare leave
Number of employees taking childcare leave 5 12 28 17 37
Male Persons 0 7 20 7 24
Female Non-consolidated 5 5 8 10 13
l'l(;g%ate of returning to work from childcare % 100 100 100 100 100
Employment of the persons with disabilities
The employment rate of persons with disabilities ‘ Non-consolidated ‘ % ‘ 1.80 2.03 1.95 1.96 2.14
Annual paid leave
Acquisition of paid holidays ‘ Non-consolidated ‘ % ‘ 49.8 53.9 64.9 65.8 61.4
CSR procurement
The rate of acquisition of the agreement on Group consolidation in
the CSR procurement standards ‘ Japan” % 100 100 100 100 98
Occupational Safety
The Rate of lost-worktime injuries Group production bases - 0.82 1.22 0 1.65 2.06
The plant mutual safety diagnosis execution rate in Japan % 100 100 100 100 -2
, Employees ‘ 0 0 0 0 0
Workplace fatalit Non- lidated P
orkplace fatality Soniaar on-consolidate ersons 0 0 0 o o
Employee satisfaction
Employee satisfaction® Group consolgiation i pt ‘ - - 55.4 56.7 54.6
lapan
*1. Four production bases in Japan in fiscal 2018 and the group production bases in Japan from fiscal 2019 to 2021
*2. Although diagnosis by visiting the plants was suspended due to the COVID-19 pandemic, online information sharing by the safety supervisor was enhanced
*3. Employee satisfaction: Our own index based on the survey using the employees’ sense of satisfaction and pleasant workplaces as evaluation axes
*4. Except for T.O FLOORING Co., Ltd.
(5 Governance
Director composition (Fiscal year)
Scope Unit 2018 2019 2020 2021 2022
Number of directors ) 9 9 7 8 9
- - Non-consolidated Persons
Number of outside directors 2 2 2 3 3
*The number of persons are the figures as of the end of June in each fiscal year
Status of the board convened
Number of the audit & supervisory board ]
Ti 15 13 12 13
convened Non-consolidated mes 2
Attendance rate of outside directors % 95 100 100 100 100
Compliance
Number of participants in compliance training |  Group consolidation in | Total/persons 3,276 863 1,337 1,471 3,951
Number of whistle-blowing Japan Case 1 6 14 8 12

More detailed information is published on our website. https://www.daiken.jp/company/ir/document/esgdata.html
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Data

Stock Information (as of March 31, 2022)

-

Stock Information Breakdown of shares by type of shareholder
Total number of authorized shares 79,643,600 %0) 0.30% 0.53% 0.63% Securities companies
Total number of shares issued 27,080,043 - 3.88% - 3.82% L 3.78% Treasury stock
Number of shareholders 4,490 " 5.96% L 6.61% 12.97% [ Foreign institutions
- and others
Shareholder registry administrator  Sumitomo Mitsui Trust Bank, Limited 14.45% 14.93%

15.72% M Individuals and others

. 60 29.80% 28.73%
Ma]or SharehOIders 25.55% M Financial institutions
Nam Number of ~ Ownership
© Shares  Ratio (%) 20
ITOCHU Corporation 9,475,300 36.4
;zixif)ter Trust Bank of Japan, Ltd. (Trust 2053.800 8.6
. T . . 20 45.61% 45.38% 41.35% M Other Japanese
Sumitomo Mitsui Banking Corporation 986,980 3.8 companies
SUMITOMO LIFE INSURANCE COMPANY 931,200 3.6
gﬁIKEhN |S-ORiORATI»[QN Trading-Partner 824,600 3.2 .
are Oc'gg ésoc'aéon < . 2020 2021 2022 (End of the period)
DAIKEN . RPORATION Employee Shareholding 729,539 o8
Association Total Sh holder Ret
Custody Bank of Japan, Ltd. (Trust Account) 614,400 2.4 2L clizlillolode st
Fiscal
Nippon Life Insurance Company 545,669 21 (Fiscal vean
2018 2019 2020 2021 2022
The Norinchukin Bank 463667 1.8 DAIKEN CORPORATION (%) 1255 1117 929 1209 1242
JUTEC Corporation 376,390 1.4 Including dividend 1159 1100 996 1415 1443
Note 1: Daiken Corporation is in possession of 1,022,456 treasury shares. However, the Company is Note1: Total shareholder return: This expresses the total investment return for a shareholder that
excluded from the above list of major shareholders. combines the amount of the stock price increase and dividend.
Note 2: The ownership ratio is calculated excluding the treasury stock. Note2: Figures in the table above are calculated using the calculation formula by the Cabinet Office and

are the values as of the end of each fiscal year from fiscal 2018 to fiscal 2022.

Trend of Stock Price/Market Capitalization/PER/PBR (For last 10 years)

Market
capitalization
(¥100 million)

250

¥
150
100
50
Stock price of DAIKEN CORPORATION TOPIX
*Figures of stock price of Daiken Corporation and TOPIX are indexed as 100, based on the data of closing prices on March 31, 2012.
0 (Fiscal year)
2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
High (¥) 1,450 1,630 1,635 2,050 2,349 3,150 2,844 2,291 2,379 2,645
Low (¥) 830 1,135 1,180 1,130 1,918 1,950 1,747 1,316 1,623 1,905
Stock price at the end of the period (¥) 1,285 1,405 1,355 1,670 2,061 2,512 2,154 1,696 2,204 2,172
PER (times) 24.46 13.85 12.13 9.53 9.68 10.27 12.34 8.10 10.21 7.19
PBR (times) 0.90 0.95 0.81 0.93 1.07 112 0.95 0.79 0.84 0.74

Note 1: Market capitalization = Stock price at the end of the period (Total number of shares issued — Number of treasury shares at the end of the period)

Note 2: PER (price earnings ratio) = Stock price at the end of the period / Net income per share (times)

Note 3: PBR (price book-value ratio) = Stock price at the end of the period / Net assets per share (times)

Note 4: company consolidated shares at a rate of one share per five as of October 1, 2016. The past figures were also consolidated retrospectively for ease of comparison.
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Glossary

Term

Internal carbon pricing

Description

The internal carbon price set in a company. A mechanism to promote investments in and countermeasures
for low carbon, such as the reductions in carbon dioxide emissions, the incentive for the promotion of
energy saving, refreshing awareness in a company, and the policy for investment decision-making.

Circular economy

Economic activities to create added value through servitization while minimizing resource input and
consumption and effectively using stocks, in addition to the initiatives for the conventional 3Rs (Reduce,
Reuse, and Recycle) (Circular economy). This is to aim for maximization of the value of resources and
products, minimizing resource consumption, and inhibiting the generation of waste.

Thermal recycling

It is to not only simply conduct waste incineration processing but collect and use energy generated at the
time of incineration. The Daiken Group uses wood chips, which cannot be used as product raw materials,
and offcuts and wood power generated in the working process as fuel for woody biomass boilers as the
necessary heat source in the manufacturing process.

Sustainability transformation
(SX)

The strategic policy for companies to place emphasis on Sustainability in the environment with growing
uncertainties, to simultaneously pursue the company’s profitability and ESG (environment, society, and
governance), to transform the concept of management and the concept of a dialogue with investors. This
was recommended in the Study Group on Approaches to Making More Substantial the Dialogues for
Creation of Sustainable Corporate Value by the Ministry of Economy, Trade and Industry in August 2020.

Cellulose nanofibers (CNF)

Fibers made by thinning cellulose, which is a type of prime constituent of cell walls extracted from timber, to
the width of about 15 nanometers (nanometer is one millionth of a milimeter). The abbreviation for Cellulose
Nano Fiber, which is also called CNF.

Solution proposal

The words are often used in the sense of resolving a customer’s issue by combining the existing products or
creating a program other than the product. Product development tailored to the needs, instead of only the
existing products, for trouble that a customer has and proposals for spaces that utilize simulations aimed at
the environmental improvement for the spaces are such proposals.

Veneer

A thin plate of timber (thin plate with thickness of 2-4 mm: veneer) cut in manner of rotary cutting of a log. It
is used for manufacturing LVL and plywood as well as decorative surface materials for furniture and building
materials.

New normal

It refers to the state where there is a huge change occurred in society, conditions cannot be returned to
the previous state before the change occurred, and new common sense is established (new normal). The
Daiken Group positioned the responses to new normal, such as the changes in society, lifestyles, and
consciousness, in and after 2020 on the background of the worldwide spread of COVID-19 as materiality,
User Needs in the New Normal Era.

Presenteeism

The state where an employee is not absent and it does not appear in managing attendance, but productivity
decreased for health reasons. In promoting health management, the Daiken Group has set the Presenteeism
Loss Rate as one of the ESG goals as the index to measure the effect of each measure.

Material recycling

It is to collect waste generated from used products and production processes, process it in a way that it can
be easily used, and use it as a material or raw material for new products. Based on the idea of the pursuit
of using timber as a material to the extent possible, the Daiken Group uses wood chips from offcuts and
demolished houses as primary raw materials for MDF and insulation boards that are the primary products.

Lauan wood (Natural
Tropical Species)

Natural hardwood timber in Southeast Asia. It has high workability and is used for plywood, substrate of
furniture.

Csv

The abbreviation for Creating Shared Value. An approach to create both the economic value and social value
by the company responding to social needs (resolution of social issues). It is the concept advocated by
Professor Michael Porter who is an American management scholar. The Daiken Group defined it as finding
solutions to social issues through the provision of common values capitalizing on Daiken’s uniqueness and
has been enhancing it to increase the linkage with the growth strategy.

LVL

The abbreviation for Laminated Veneer Lumber. A fabricated wood product manufactured by laminating
veneers cut from a log all parallelized in the fiber direction and gluing them together. It is used for posts and
beams of houses, frame materials for furniture, staircase sets, and frames/substrates of doors.

MDF

The abbreviation for Medium Density Fiberboard. Wooden fiberboard using residual wood offcuts for main
raw material and pressed into a board. It is used for flooring substrates, substrates of doors, cabinets, and
furniture.

WPC Processing Technology

WPC = The abbreviation for Wood Plastics Combination. Our unique technology to harden wood tissues
by injecting plastics into and filling the tissues. By processing surface wood for flooring, it demonstrates
strength against dents and scratches.
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Data

.\ Company Information (s of July 01, 2022)

Company Name  DAIKEN CORPORATION
Founding September 26, 1945
Capital Stock 15.3 billion yen

Stock exchange The Prime Market of the Tokyo Stock Exchange
listings

Security code 7905
Setting day March 31

General Meeting June
of Shareholders

Registered Head Office 1-1, Inami, Nanto City, Toyama, Japan

Operational Headquarters  3-2-4 Nakanoshima, Kita-ku, Osaka, Japan
Osaka office

Tokyo Office 3-12-8 Sotokanda, Chiyoda-ku, Tokyo, Japan

Major Sales Offices Sapporo, Sendai, Tokyo, Saitama, Niigata,
Nagoya, Kanazawa, Osaka, Hiroshima,
Takamatsu, Fukuoka, and Singapore

Production Plants Inami Plant (Nanto City, Toyama Prefecture)
Okayama Plant (Okayama City)
Takahagi Plant (Takahagi City, Ibaraki Prefecture)
Mie Plant (Tsu City)

Japan

A4 Inami Plant

4 Daifit Co., Ltd.

44 Nichinan Daiken Co., Ltd.

Daiken R&D Center

4 Toyama Juki Co., Ltd.

TDY Kanazawa J
||

v

4 Yubari Plant, T.O FLOORING CO., LTD.

n L]
TDY Sapporo

Tokyo Office

44 Aizu Daiken Corporation

I— & Eco Techno Co., Ltd.

y

44 Dai-tac Corporation

£ Sankei Corporation

— ﬁ Koukou Sangyo Corporation

TDY Tokyo
He |
e[| PAC SYSTEM Co., Ltd.

T TDY Nagoya
TDY Osaka _ '—  ReformQ Co., Ltd.
4] Setouchi Kakoh Co., Ltd. = e
1DY Hiroshima & f 7.0 FLOORING CO., LTD.
TDY Takamatsu
T.DY Fukuoka £ Mie Plan

E DAIKEN ENGINEERING CORPORATION

44 Dai-wood Corporation

Operational Headquarters Osaka office

£ Smileup Corporation
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Subsidiaries part of the Group Production base

H TDY Collaboration Showroom

I Industrial materials business M Building materials business

You can see products from three TDY companies in the same place: Daiken's floorings, interior building materials such as doors,

TOTO's kitchens and bathrooms, and YKK AP's windows and exteriors.

Overseas

[ Engineering business

—— [ DAIKEN (Shanghai) Corporation (China)

Singapore Branch

44 DAIKEN Industries (Ningbo)
Corporation (China)

v

~ 4
> ~ ¥

44 PACIFIC WOODTECH CORPORATION

(USA)

The company was transferred from a
consolidated subsidiary to an equity
method affiliate on August 2022.

l Indonesia office

(Malaysia)

(Malaysia)

44 DAIKEN MIRI SDN. BHD.

41 DAIKEN SARAWAK SDN. BHD.

L @4 PT. DAIKEN DHARMA INDONESIA
(Indonesia)

L @d4 DAIKEN SOUTHLAND LIMITED

(New Zealand)

(New Zealand)

44 CIPA Lumber Co., Ltd. (Canada)

L— g1 DAIKEN NEW ZEALAND LIMITED
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DAIKENN

DAIKEN CORPORATION

Head Office
14F Nakanoshima Festival Tower West,
3-2-4 Nakanoshima, Kita-ku, Osaka 530-8210

https://www.daiken-ad.com/en/ Issued in September 2022
[175-18] IR2022.08 (P16.1-07)



