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The situation of the corporate gover nance at the Company isas described below.

I TheBasic Palicy for Corporate Governance, Capital Structure, Attributes, and Other Basic I nfor mation

1. Basic Policy

The Company aims to foster good relationships with all stakeholdersin order to improve the corporate value, and keep
growing.

The Company recognizes that the management mission for achieving the aim is to tighten corporate governance based on
the transparency, swiftness, and efficiency of business administration.

The Company adopted a corporate structure with an Audit Committee inviting Outside Directors, for the purpose of
strengthening the audit and supervisory functions of the Board of Directors.

With this governance structure, the Company is making efforts to improve the corporate value further.

[Reasons for Non-compliance with the Principles of the Corporate Gover nance Code]

The Company follows all of the principles of the Corporate Governance Code.

[Disclosure Based on the Principles of the Corporate Gover nance Code]

[Principle 1-4 The So-Called Strategically Held Shares)

1. Strategic shareholding policy and items to be examined for determining whether or not to hold specific shares

The Company determines shares that will hold strategically in the medium or long term, while comprehensively considering
whether the Company should cement relationships with issuing companies as the business strategy or as business partners.
Every year, the Company checks the costs and return of shareholding, and if the Company judges that it has become no
longer meaningful to hold shares in the medium or long term, the Company will sell the shares. The Company manages

shares based on this policy. The results of discussions by the Board of Directors and stocks the Company decided to keep
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holding are disclosed in “Situation of shareholding” in the Annual Securities Report. Further, when those holding
shares of the Company as the strategically held shares requests to sell the same, the Company will not act to
prevent the sale.

2. Policy for exercising voting rights

While respecting the management policy of each issuing company, the Company conducts dialogue and communication
with them through various channels, comprehensively consider the medium/long-term improvement in their corporate value,
their stance for returning profits to sharehol ders, corporate governance, CSR activities, etc., and examine whether each
proposal is consistent with the purpose of the shareholding and would lead to the improvement in value of the company, to

vote for or against the proposal.

[Principle 1-7 Transactions Between Related Parties)

If the Company and any Director make a transaction as parties involved in a contract or if any Director makes a transaction
with the Company for athird party as a party involved in a contract, the Company will submit its plan to the Board of
Directors in advance and the Board of Directors will deliberate it to a sufficient degree and make a decision in accordance
with the Companies Act and the regulations for the Board of Directors.

Important transactions and irregular transactions, with subsidiaries, major shareholders, or other related parties, excluding
Directors, too, will be submitted to the Board of Directors in advance and deliberated to a sufficient degree, for making a

decision.

[Principle2-4  Ensuring Diversity, Including Promotion of Active Participation of Women, in the Company]
Supplementary Principle 2-4 (i) Ensuring Diversity in Promotion to Core Human Resource

(2) Approach to ensure diversity

Pursuing the Sangetsu Group Human Rights Policy and the Sangetsu Group’s Basic Policy for Diversity, the Company
promotes the fostering of a culture and enrichment of a system for continuing to endeavor and innovate by utilizing each
employee's individuality as diversity, regardliess of gender, age, nationality, race, religion, disability, gender identity, sexual
orientation, etc.

(2) Voluntary and measurable goals for ensuring diversity and current progress of ensuring diversity

- Promotion of women to manageria positions

The percentage of female full-time employeesin the Company is 38.5%, and this percentage has been increasing year by
year as aresult of development of a comfortable working environment regardless of gender, including the enhancement of
work-life balance support system. In addition, female employees account for 43.1% of employees in leadership positions
(section chief class) and 24.2% of employees in managerial positions, including managers for supporting decision-making
processes. Furthermore, in order to support the empowerment of women, the Company provides career devel opment
support, skill improvement training for female employees and supervisors, and health seminars. In “Medium-term
Management Plan 2029,” the Company aims to increase the ratio of female line managers to 27% by 2030, and the variation

in that ratio over the past five yearsis available in the Company’s website. Here, the medium-term management plan



C BPCRATE GOVERNANCE

This document has been trand ated from the Japanese original for reference purposes only. In the event of any discrepancy between
this trand ated document and the Japanese original, the origina shall prevail.

“BX2025” indicated the ratio of female managers, including those for supporting decision-making processes, but from
“Medium-term Management Plan 2029,” the Company will indicate the number of line managers.
(https://www.sangetsu.co.jp/company/sustainability/social/divercity _policy.html)

- Promotion of mid-career hires to managerial positions

The Company has been actively recruiting mid-career hires since 2016 in order to secure specialized human resourcesin
fields such as management personnel, information systems, designers, etc. Out of 8 Executive Officers, 3 are mid-career
hires. The Company actively promotes mid-career recruitment as well as in-house training for specialized and professional
human resources. The Company hires several people for managerial positions every year, and fairly promotes non-
management hires to management positions in the same manner as other full-time employees. In order to retain mid-career
hires and have them play an active role in the Company, the Company provides post-employment training, in-company
communications, and other programs.

- Promotion of foreign nationals to managerial positions

The Sangetsu group began to hire foreign nationals in 2015 when it started to expand its overseas business. Foreign
nationals, too, will be promoted equally to management positions on the basis of competence and business performance,
regardless of nationality. In the group companies engaging in overseas business, foreign nationals account for approximately
40% of the employees in executive positions that play a central role in the business.

(3) Poalicies on human resources development and internal environment development for ensuring diversity and their
progress

The Company considers diversity management, which connects new perspectives and ideas brought by different
backgrounds, sensibilities, and values to enrich creativity, as the core of business management and is working on it asan
important policy to achieve sustainable business growth while meeting the demand in a diversifying market. The Company’s
diversity and inclusion goals include increasing the employment of people with disabilities, supporting the promotion of
female employees to managerial positions, and increasing the ratio of men taking childcare leaves. Other initiativesinclude

increasing the ratio of employees who have taken paid leave, reducing long working hoursand LGBTQ  -related initiatives.

[Principle2-6  Exertion of Functions as Asset Owners for Corporate Pension Funds)
The Company assigns appropriate individuals to manage the corporate pension funds. In addition, given that the
management of corporate pension funds impacts the financial position of the Company as well as stable asset formation for

employees, the Company will take appropriate measures to fulfill its role as an asset owner.

[Principle 3-1 Full Disclosure]

(1) The Company’s objectives (e.g., business principles), business strategies and business plans

The Company has established the Sangetsu brand philosophy with Joy of Design as its brand statement, together with the
corporate philosophy of the Sangetsu Group upholding the Purpose (meanings of existence): “With all people we collaborate
to create peaceful and inspirational spaces.” In terms of business strategies and plans, the Company has formulated and

disclosed the Sangetsu Group's Long-term Vision [DESIGN 2030] and the Medium-term Business Plan 2029 for the period
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from FY 2026 to FY 2029, with the aim of implementing reforms and achieving sustainable growth based on a clearly
defined long-term vision.

(2) Basic concept and policy on corporate governance

Asdescribed in"1. Basic Policy" above.

(3) Policies and procedures for determining the remuneration of each Director

Compensation for Executive Officers and Directors who concurrently serve as Executive Officers of the Company consists
of three components: basic remuneration, which is a fixed remuneration; performance-based remuneration, which is
determined based on the previous year's performance; and restricted stock compensation, which was resolved at the
Ordinary General Meeting of Shareholders held on June 23, 2017. The purpose of performance-based remuneration isto
increase awareness of the need to contribute to improving business performance, and the calculation method is disclosed in
the Annual Securities Reports. Restricted stock compensation isintended to further the sharing of value with shareholders
and clarify incentives for the continuous improvement of corporate value. The ratios of performance-based remuneration
and restricted stock compensation are set to increase as the rank rises.

The amount of remuneration paid to Directors who concurrently serve as Executive Officersis determined by the Board of
Directors after deliberation by the Nomination and Remuneration Committee, which consists of al Outside Directors who
are Audit Committee Members, and is periodically monitored by submitting a remuneration proposal to the Nomination and
Remuneration Committee each year within the limit of the total amount of remuneration paid to Directors who concurrently
serve as Executive Officers, as determined by resolution of the General Meeting of Shareholders. Directors who serve as
members of the Audit Committee receive only the basic remuneration that is not linked to performance and is determined by
discussion among Directors who are members of the Audit Committee within the limit of the total amount of remuneration
for Directors who are members of the Audit Committee resolved at the General Meeting of Shareholders.

(4) Policies and procedures for the appointment and dismissal of Directors

In order to ensure appropriate decision-making and management supervision by the Board of Directors, the Company
appoints several Directors with expertise in diverse fields such as business, legal affairs, accounting, and public
administration, taking into consideration their achievements, extensive experience, and deep insight into the Company or
other companies.

With regard to the appointment and dismissal of Directors and Executive Officers, the Nomination and Remuneration
Committee, which is chaired by an Outside Director and consists of al Outside Directors, who are members of the Audit
Committee, and the President & CEO and Executive Officer, deliberates and submits a proposal to the Board of Directors.
(5) Explanation of appointments, dismissals, and nominations of Directors

When giving an explanation about the appointment or nomination of Directors, a brief biography of each Director is
provided on the “Convocation Notice of the Ordinary General Meeting of Shareholders”. Each time thereis a proposal for
the appointment of Directors, including Outside Directors, at the General Meeting of Shareholders, the reasons for
individual appointments are stated in the "Convocation Notice of the Ordinary General Meeting of Shareholders." Please
refer to the Company's website at https://www.sangetsu.co.jp/company/ir/share_info/meeting.html. Information will aso be

disclosed as necessary in the event of the dismissal of a Director.
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Supplementary Principle 3-1 (ii) Disclosurein English

The Company discloses in English the following documents: Convocation Notices, Financial Summary Reports,
Supplementary Materials for Financial Results, Presentation Materials for Financial Results Briefing, Integrated Reports,
Medium-term Business Plans, Long-term Visions, Sponsored Reports, Website (excerpts), and Timely Disclosure.

In the fiscal year ended March 2024, the Company started the disclosure of the English translations of some financial
statements. The Company further started simultaneous disclosure of both Japanese and its English trandlation for al timely
disclosed documents since April 2025. In February 2022, the English website was updated to provide more corporate
information, investor relations information, and sustainability disclosure in English. Please visit the Company website at
https.//www.sangetsu.co.jp/english/. The Company plansto gradually expand the scope of disclosure of this and other

information in English.

Supplementary Principle 3-1-(iii)

- Initiatives for sustainability

In the Long-term Vision [DESIGN 2030,] the Company selected 10 goals from 17 SDGs as the goals of the corporate group.
In the Medium-term Business Plan [BX 2025,] the Company set quantitative goals regarding social value as a basic policy.
Concrete measures are (1) to set concrete numerical goals for reducing environmental burdens, (2) to facilitate the grasping
of environmental burdens in the supply chain (The Company plans to set criteriafor evaluating procurement activities), (3)
to develop long-life products with high durability and products with low environmental burdens, and (4) to recycle sample
books. For (4), the Company established Sangetsu Sample Book Recycle Center in March 2021, and started operations.

- Investment in human capital

The Company respects the diversity, personality, and individuality of employees, aims to operate personnel systemsin
which individual employees can exert their abilities to the maximum degree as main players, and discloses the systemsin
the website.

(https://www.sangetsu.co.jp/company/sustainability/social/divercity _policy.html)

The investment in human capital includes the training of employees, the development of their skills, the enhancement of
their engagement, and the establishment of a comfortable working environment. The Company engagesin all of themin a
proactive manner. In particular, the Medium-term Business Plan [BX 2025] positioned the strengthening of human capital as
one of major initiatives, and the Company made efforts to expand and sophisticate human capital and support employeesin
flourishing while planning to invest 700 million yen in 3 years. In the Medium-term Management Plan 2029 as well, the
Company plans to enrich the programs for educating and training employees to support them in flourishing, conduct surveys
on engagement, revise human resources systems, and improve the treatment of employees. Furthermore, the Company
upholds the policy for health-oriented business administration: “so that employees can work lively and lead alife in good
health.” The Company makes efforts to secure a safe, healthy, and comfortable workplace environment where employees
can work vigorously, enrich the system for enhancing mental and physical health, and maintain and enhance health. These

activities are disclosed in the website. (https://www.sangetsu.co.jp/company/sustainability/social/health_management.html)
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- Investment in intellectual property

In the Long-term Vision [DESIGN 2030,] the Company aims to improve the brand value with designs and transform the
business, and focuses on design in business administration. In order to realize design-oriented management, the Company is
promoting to strengthen the capability of proposing product and space designs through recruiting and training more
designers. The legal division, which was established in July 2023, engages in the strengthening of intellectual property
functions as well as legal affairs functions. By creating, protecting, and utilizing intellectual property rights proactively, the
Company is striving to improve brand value. If employees invent something through their work, the Company will pay
appropriate rewards to them in accordance with the in-company regulations for employees’ invention, to promote the
creation of intellectual property.

- Impact of climate change on business activities

Risks and opportunities arising out of climate change are mentioned in the Annual Securities Report issued in June 2025.
Regarding the natural capital, the environmental burdens produced by business activities are summarized on pages 46 to 51
of the Integrated Report published in September 2024. The Integrated Report describes the measures for reducing
environmental burdens in business activities and the entire supply chain.

The website describes “the policy and important issues regarding climate change” with many graphs and tables.”
(https://www.sangetsu.co.jp/company/sustai nability/environment/climatechange.html) In addition, the Company agrees with
the TCFD, and disclosed 4 elements (Strategy, Governance, Risk Management, Metrics and Targets) in the website as
recommended by TCFD as awholein October 2021. The risk management is described in “Risks and opportunities arising
out of climate change” in the website with tables.

(https://www.sangetsu.co.jp/company/sustai nability/environment/risk.html) In addition, the Company established “Climate
Change Risk Subcommittee” in the Risk Management Committee chaired by the President & CEO in FY 2022, and have
been implementing measures and monitoring risks with a more systematic risk management structure and reviewing and
rediscussing the identification of risks and opportunities and measures for them.

The Company will analyze scenarios, grasp financial effects, and improve the disclosure of information qualitatively and

quantitatively.

[Principle 3-2  External Accounting Auditors]

Supplementary Principle 3-2-(i) Formulation of Standards for Evaluating External Accounting Auditors

The Audit Committee formulates and applies the standards for appointing, dismissing, reappointing, and evaluating external
accounting auditors. Its purpose isto secure and maintain appropriate external audits by properly evaluating and appointing
external accounting auditors, who need to be highly independent. These standards stipul ate that the term of an external

accounting auditor shall be up to 10 years, in principle.

[Principle4-1 Rolesand Duties of the Board of Directors (1)]
Supplementary Principle 4-1-(i) Determination by the Board of Directors and Delegation to the Management

As the Company adopted a structure with an Audit Committee, the Company transferred some authorities from the Board of
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Directors to the Representative Director for making decisions about management swiftly. The Board of Directors specified

concrete authorities to be delegated to the Representative Director, delegated them, and is monitoring the situation.

Supplementary Principle 4-1-(ii) Disclosure of Medium-term Business Plans

The Company recognizes that the completion of Medium-term Business Plansis one of the important commitments for
shareholders. The progress of each plan is examined and confirmed, and then disclosed in reference materials for explaining
financial results. At the end of each fiscal year, the differences between forecasts and results are analyzed, explained at
sessions for briefing financial results, etc., and disclosed in the website and the Integrated Report. The analysis results are

reflected in plans for the following fiscal years.

Supplementary Principle 4-1-(iii) Plansfor Successors as Chief Executive Officer (CEO) and Others

Supplementary Principle 4-3-(ii)) Appointment and Dismissal of the CEO

In the Company, the Nomination and Remuneration Committee, which consists of al Outside Directors, who are members
of the Audit Committee, and the President & CEO and Executive Officer and chaired by an Outside Director, oversees the
plans for training successors as CEO and others and their progress while considering the management ethos and concrete
management strategies, and holds discussions while considering personality, popularity, insight, business execution skills,
managerial perspective, willingness to engage in business administration, etc.

When nominating managers and Executive Officers, the Nomination and Remuneration Committee deliberates the plans for
successors as Chief Executive Officer (CEO) and others (including succession plans, required qualities, and steps for
selecting candidates), the background for selecting a successor as CEO, a proposal for dismissal of the CEO, the background
for proposing the dismissal of the CEO, etc., and gives explanations or proposals to the Board of Directorsif necessary.
Regarding plans for training successors, the Company will keep considering the following items as important themes.

- Discussion on a medium/long-term succession plan for the CEO

- Review/revision of requirements for becoming CEO

- Discussion on candidates for Executive Officers and managers from the mediunvlong term

- Diversification of opportunities to check the progress of development of successorsin acertain timeline

For training candidates, the Company utilizes in-company selection systems, including the training for developing leaders
and senior managers (candidates for Executive Officers) as a promising human resource pool, and Outside Directors
participate in not only meetings of the Board of Directors, but also other important meetings, such as those for business
strategies and discussing business issues, and interview employees, such as department heads, unit managers, and Chief
Branch Manager, about future business administration, to directly grasp the personalities and ways of thinking of candidates
for Executive Officers and Managers. The Nomination and Remuneration Committee refers to the results of these activities

in their discussions.

[Principle4-2 Rolesand Duties of the Board of Directors (2)]

Supplementary Principle 4-2 (i) Design of Remuneration Systems for the Management Team
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The maximum amount of total remuneration for al Directorsis determined by aresolution passed at a Shareholders Genera
Meeting.

The Company's remuneration consists of base remuneration, performance-linked remuneration, and restricted stock
compensation, and only base remuneration is paid to Directors who do not concurrently serve as Executive Officers and
Directors who are members of the Audit Committee. The base remuneration for Executive Officers as well as Directors who
concurrently serve as Executive Officersis calculated by the Nomination and Remuneration Committee, which evaluates
each individual's contribution to the Company's business for the relevant fiscal year. It determines a contribution evauation
index ranging from 0.85 to 1.25 and uses this index to calculate the base remuneration. Performance-linked remuneration is
paid with the aim of realizing improvement in performance on asingle-year basis, using consolidated net income as the
linking index. If ROE is 5% or lower, the Company will not pay performance-linked remuneration from the viewpoint of
capital efficiency. The Company determines the number of shares and pays these as restricted stock compensation, with the
aim of promoting value sharing with shareholders and clarifying incentives to continuously improve corporate value. The
multiplier for each post is designed so that the ratio of performance-linked remuneration and restricted stock compensation

increases as one's position in the Company increases.

[Principle4-7 Roles and Duties of Independent Outside Directors]

Based on their expertise and wealth of experience, the Company's Independent Outside Directors provide useful advice to
improve the Company's corporate value over the medium to long term, as well as provide appropriate deliberation and
supervision from an independent and objective standpoint by serving as chairperson and members of the Nomination and
Remuneration Committee, which is an internal organization of the Board of Directors.

The activities of the Independent Outside Directors are described on the "Convocation Notice of the Ordinary General
Meeting of Shareholders" and in the "Integrated Report.” Please refer to the Company's website
(https://www.sangetsu.co.jp/company/ir/share_info/meeting.html /

https.//www.sangetsu.co.jp/company/ir/library/report.ntml) for details.

[Principle 4-8 Effective Use of Independent Outside Directors]

The Company adopted a corporate structure with an Audit Committeein order to effectively utilize Independent Outside
Directors, who are rare human resources. By establishing an Audit Committee, the Company aims to increase the ratio of
Independent Outside Directors on the Board of Directors by assembling them and making them members of the Board of
Directors, thereby further improving management transparency and stimulating management discussions based on
shareholders' perspectives. Currently, out of the 7 Directors, 4 are Independent Outside Directors, making the ratio of
Outside Directors exceed 50%.

[Principle4-9 Ciriteriafor Determining the Independence of Independent Outside Directors and their Qualities)
In addition to the requirements for "being outside" and "being independent” stipulated by the Companies Act and the stock

exchanges in which the Company is listed, the Company puts importance on a high level of expertise and awealth of
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experience to provide candid and constructive advice on the Company's management.

The Company has established the following criteria for independence of Outside Directors.

(2) A person who does not fall under any of the following as of the date of issuance of this document

1. A shareholder who owns 5% or more of the voting rights of the Company or an executive thereof

2. An executive of a business partner whose transactions with the Company account for 2% or more of the Company's
consolidated net sales or a subsidiary thereof

3. An executive of amajor lender of the Company (alender whose loans receivable from the corporate group account for
2% or more of the Company's consolidated total assets as of the end of the most recent fiscal year).

4. A certified public accountant who is also the Company's accounting auditor

5. A consultant, an accounting expert, or alegal expert who receives monetary or other financial benefits of 10 million yen
or more per year from the Company in addition to a Director's remuneration

(If the entity receiving such financial benefitsis a corporation or an organization, then any person who belongsto such a
corporation or organization)

6. An executive of an organization that receives one million yen or over per year as donations from the Company

7. A relative within the second degree of kinship of any of the above 1 to 6.

(2) A person who has not fallen under any of the above categories 1 through 7 at any point during the past three years.

[Principle4-10 Use of Voluntary Systems]

Supplementary Principle 4-10 (i) Policy, Authority, Roles, etc. Regarding the Independence of the Committee Structure
The Nomination and Remuneration Committee was established in FY 2015 as a voluntary committee equivalent to the
Nomination Committee and the Remuneration Committee to ensure transparency and objectivity in the personnel affairs and
remuneration of Executive Officers. The committee consists of all Outside Directors, who are members of the Audit
Committee, and the President & CEO and Executive Officer, and deliberates on the members of the Board of Directors for
the next term, performance evaluation of Directors who concurrently serve as Executive Officers, the personnel affairs and
evaluation of the senior management, as well as the nature of the remuneration system for Executive Officers and the
appropriateness of remuneration.

Ms. Michiyo Hamada, an Audit Committee member, who is also an Outside Director, was appointed as chairperson of the

Nomination and Remuneration Committee to ensure its independence.

[Principle4-11  Prerequisites for Ensuring the Effectiveness of the Board of Directors]

Supplementary Principle 4-11 (i) Diversity, Size and the Balance of Knowledge, Experience, and Abilities of the Board of
Directors

The Company has appointed two Directors who concurrently serve as Executive Officers and five members of the Audit
Committee, to improve the supervisory function and strengthen the governance structure of the Board of Directors. The
Company intends to diversify the Board of Directors by selecting Outside Directors from leading expertsin diverse fields

such as business, legal affairs, and accounting. The Company has appointed one Director and one Outside Director who
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concurrently serve as Executive Officers and have experience working overseas, as well as two Outside Directors who have
served as Representative Directors at other companies. In addition, two female Outside Directors have also been appointed.
The Company intends to further promote the appointment of women from both inside and outside the Company in order to
promote diversity. The skills matrix for the above is shown on the " Convocation Notice of the Ordinary General Meeting of
Shareholders." Please refer to the Company's website (https.//www.sangetsu.co.jp/company/ir/share_info/meeting.html) for

details.

Supplementary Principle 4-11 (ii) Directors’ Concurrent Positions as Executives of Other Listed Companies

There are no Directors who have concurrent positions as executives at other companies.

Supplementary Principle 4-11 (iii) Evaluating the Effectiveness of the Board of Directors

The Board of Directorsis composed of seven Directors, two of whom concurrently serve as Executive Officers and five of
whom are members of the Audit Committee. Four of the five Audit Committee Members are Outside Directors to ensure the
effectiveness of the Board of Directors in making decisions, supervising business operations, and managing meetings.

In principle, the Board of Directors meets once a month to deliberate and resolve important issues in atimely manner.
Materials are distributed in advance or distributed as data, and at the Audit Committee meetings, full-time Audit Committee
Member explain each agendaitem of the Board of Directors meetings to the Audit Committee Members, who also serve as
Outside Directors, in advance in order to facilitate active discussions. The Board of Directors ensures sufficient time for
deliberation, and the Outside Directors, who have awealth of knowledge and experience, examine management issues from
avariety of perspectives. The opinions and reguests of the Outside Directors are also reflected in the Board of Directors
method of operation to improve its effectiveness.

Self-evaluation of the Board of Directorsis conducted every year, and the self-evaluation for FY 2025 (April 2025 to March
2026) was conducted in May 2026. Based on the results of the effectiveness evaluation, the Company will strive to further

improve the effectiveness of the Board of Directors.

[Principle4-14 Training of Directors]

Supplementary Principle 4-14 (2)

To promote compliance-oriented management, the Company provides opportunities for Directors and the senior
management to participate in internal and external training programs. The Company bears the costs of participation in
training sessions sponsored by third-party organizations.

In addition to opportunities to attend the Board of Directors and the Audit Committee meetings, the Company provides
opportunities for Independent Outside Directors to attend orientation sessions upon assuming office, participate in on-site
inspections of branches and subsidiaries, and engage in dial ogue with the management and executives, in order to enhance

their awareness of the status of business execution.

[Principle5-1 Policy for Constructive Dialogue with Shareholders)

10
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In order to realize sustainable growth and improve corporate value in the medium/long term, the Company puts emphasis on
constructive dialogues with shareholders and investors and promote IR activities in accordance with the following basic

policies.

1. Those who manage the dialogues with shareholders and staff in charge

The dialogues with shareholders (IR activities) are managed by the President, and actual interviews are dealt with by the
President, Executives in charge, or Corporate Strategy Department according to requests and themes. In addition, the
President holds direct dialogues with overseas investors and meetings between Outside Directors and institutional investors

are held when necessary.

2. Organic cooperation between related divisions inside the Company
In order to promote swift, rational dialogues, Public & Investor Relations Section, Corporate Strategy Office has been
established as a dedicated section. Centered around this section, related divisions such as General Accounting Department

and Management Planning Section cooperate in offering highly useful information.

3. Enrichment of means for dialogues and information disclosure other than individual interviews
The Company promotes understanding of the management strategies and business progress of the Company through the
following measuresin addition to direct dialogues.

For institutional investors: The Company holds events, such as results briefing sessions, sessions for explaining
management strategies, and distribution center tours.

For individua investors (shareholders): The Company holds sessions for introducing the Company at the corporate
showroom (which are attended by all Directors, including Outside Directors) and participatesin IR events, and so on.

Enrichment of information disclosure: The Company issues an integrated report every year, and proactively discloses
explanatory documents and videos of events, such as results briefing sessions and general meetings of shareholders, in the

corporate website, while preparing the English versions when necessary.

4., Feedback, including the opinions of shareholders, to the management

The opinions and requests of shareholders and investors obtained through dialogues are reported by Public & Investor
Relations Section to the Board of Directors and major management councils, to improve business administration. They are
also shared by managers of business divisions every six months, and reflected in concrete measures for enriching

information disclosure and improving corporate va ue.

5. Management of insider information
At the time of each dialogue, the Company manages undisclosed important facts (insider information) thoroughly and makes
efforts to secure fairness in information disclosure among sharehol ders in accordance with “Regulations for Managing

Insider Trading, etc.”
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[Principle5-2  Formulation and Announcement of Management Strategies and Plans]

[Action to Implement Management that is Conscious of Cost of Capital and Stock Price]

The measures for realizing business administration focused on capital costs and stock price were disclosed on the following
website: [Update date: May 27, 2026]

In order to achieve sustainable growth and improve corporate value in the medium/long term, the Sangetsu Group partially
revised the “Long-term Vision,” whose final fiscal year will end in March 2030, and formulated the “Medium-term
Management Plan 2029,” and is promoting management strategies based on them.

This plan set the following quantitative goals, and the Company aims to maximize corporate value by conducting “business

administration conscious of capital cost and share price” while implementing both business and financial strategies.

(M@jor quantitative goasfor FY 3/2030)
Consolidated sales: 250 billion yen
Consolidated operating income: 25 billion yen
Consolidated net income: 17 billion yen
ROE: 14%

ROIC: 11%
For details, refer to the reference material of the “Medium-term Management Plan 2029” (Business Strategy on pp.22-29
and Financial Strategy on pp.30-33), which is available in the Company’s website.

[URL] https://www.sangetsu.co.jp/company/ir/management/medium_term_plan.html

2. Capital Composition

Ratio of shareholding by foreign investors 10% or higher and lower than 20%

[Major shareholders]

Name No. of shares held Ratio [%]

The Master Trust Bank of Japan, Ltd. (Trust Account) 8,785,300 14.94
Custody Bank of Japan, Ltd. (Trust Account) 3,113,500 5.29
Y oshio Hibi 1,708,588 2.90
Masae Miwa 1,699,228 2.89
Sangetsu Kyoei-kai 1,682,180 2.86
Touzou Hibi 1,659,492 2.82
The Ogaki Kyoritsu Bank, Ltd. (standing proxy: Custody Bank of 1,438,372 2.44
Japan, Ltd.)

Custody Bank of Japan, Ltd. (Taxable trust money account) 1,170,000 1.99
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Mayumi Hibi

1,160,734 197

STATE STREET BANK AND TRUST COMPANY 505001

1,009,518 171

Existence of acontrolling shareholder (excluding the

parent company)

Existence of the parent company

None

Supplementary explanation

3. CorporateAttributes

of the latest fiscal year

Stock Exchange and Market Section Prime Market of Tokyo Stock Exchange and Premier
Market of Nagoya Stock Exchange

Account closing month March

Business category Wholesale

Number of employees (consolidated) as of the end | Over 1000

Consolidated salesin the latest fiscal year

100 billion yen or more and less than 1 trillion yen

Number of consolidated subsidiaries as of the end of

the latest fiscal year

10to0 49

4. Guidelines for Measures for Protecting Minority

Shareholders

Shareholders During Transactions with Controlling

5. Special Circumstances That Could Affect the Corporate Gover nance Seriously

I1. Situation of a Business Administration Organization for Making Managerial Decisions, Executing and

Overseeing Business and Other Corporate Gover nance Structures

1. Items Regarding the Composition of the Organization, Organizational Operation, Etc.

Organizational form

Company with an Audit Committee

[Information on Director g

Maximum number of Directors specified in the

12
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Articles of Incorporation

Term of office of a Director specified in the Articles | 1 year

of Incorporation

Chair of the Board of Directors President & CEO
Number of Directors 7

Appointment of Outside Directors Appointed
Number of Outside Directors 4

Number of Outside Directors designated as | 4

Independent Executives

Relationship with the company ()

Rel ationship with the company**
Name Attribute
albjc|d|e|f|g]| h/|]i j k
Michiyo Hamada Scholar
Kenichi Udagawa From another company
Osamu Terada From another company
Aki Ogane From another company

* The relationship between each person and the company isindicated with the above selectable items.

* |f the person currently falls under or has recently fallen under aselectableitem, “  isinputted. If the person had fallen
under a selectableitem, “  ” isinputted.

* |f acloserelative currently falls under or has recently fallen under a selectable item, “e ™ isinputted. If the close
relative had fallen under a selectable item, ““ A ” isinputted.

a An Executive of the listed company or a subsidiary thereof

b. An Executive or a Non-Executive Director of the parent company of the listed company

c. An Executive of afellow subsidiary of the listed company

d. A person or Executive whose major business partner isthe listed company

e. A major business partner of the listed company or an Executive thereof

f. A consultant, an accounting expert, or alegal expert who receivesalarge amount of money or other assets other than remuneration

for Executives from the listed company

g. A mgjor shareholder of the listed company (or an Executive thereof if said major shareholder is a corporation)

h. An Executive him/herself of a business partner of the listed company (that does not fall under any of d, e, and f)

i. An Executive him/herself of a company in which an Executive of the listed company serves as an Outside Executive

j- An Executive him/herself of a company to which the listed company has donated

k. Other

Relationship with the company (2)

Name Audit Independent | Supplementary explanation Reason for appointment
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Committee Executive on relevant items

Member

Michiyo —_ She was appointed as an
Hamada Outside Director, because she
possesses plenty of experience
and advanced technical insight
as ascholar in company laws
and a former member of Japan
Fair Trade Commission. In
addition, she was designated as
an Independent Executive,
because she has no specia stake
in the Company and it was
judged that thereis no risk of
causing aconflict of interest

with general shareholders.

Kenichi _ He was appointed as an Outside
Udagawa Director, because he possesses
plenty of experience and
expertise as he launched a
variety of overseas businesses
and expanded them as well as
developing businessesin the
aspects of production and
manufacturing for alisted
company (Tosoh Corporation)
and engaged in business
administration as a person with
the experience of serving as
Representative Director. In
addition, he was designated as
an Independent Executive,
because he has no special stake
in the Company and it was

judged that thereis no risk of

causing a conflict of interest
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with general shareholders.

Mitsui Banking Corporation
until March 2019, but five
years have passed since she
|eft the bank. Furthermore, as
of the end of March 2026,
there are no borrowings from
the bank. Accordingly, this
work record does not affect

her independence.

Osamu Terada He served as a Director of He was appointed as an Outside
Shimizu Corporation, which Director, because he possesses
is abusiness partner of the plenty of experience, advanced
Company, until June 2020, expertise, and deep insight into
but the amount of transactions | the construction industry as he
with Shimizu Corporation contributed to the expansion of
accounts for less than domestic and overseas
0.0041% of the consolidated construction business and
salesin FY 2025. engaged in business
Accordingly, thiswork record | administration as a person with
does not affect his the experience of serving as
independence. Representative Director for a

listed company (SHIMIZU
CORPORATION). In addition,
he was designated as an
Independent Executive, because
he has no special stake in the
Company and it was judged that
thereisno risk of causing a
conflict of interest with general
shareholders.

Aki Ogane She worked at Sumitomo She joined a major bank (the

Sumitomo Bank, Ltd.) asthe
first female career-track
employee after the enforcement
of the Equal Employment
Opportunity Law went into
effect. She engaged in capital
markets, financing, business
process planning, base
management, and auditing, and
was involved in management as
adirector at Daiwa Next Bank,
Ltd., to which shewas

temporarily transferred.
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Accordingly, she possesses
advanced knowledge of finance
and accounting as well as plenty
of work experience. Therefore,
she was appointed as an Outside
Director. In addition, she was
designated as an Independent
Executive, because she has no
specia stake in the Company
and it was judged that thereis
no risk of causing a conflict of

interest with general

shareholders.

[Audit Committee]

Composition of the Committee and the attributes of the Chairperson

support the Audit Committee in performing duties

Total number of | No. of full-time No. of Inside No. of Outside Chairperson
members members Directors Directors
Audit Committee B 1 4 | Outside Director
Existence of Directors or employees who should
Exist

Items regarding the independence of said Directors or employees from Executive Directors

A full-time member of the Audit Committee serves as a Director who should support the Audit Committee in performing

duties. The office of the Audit Committee was established to support its activities, and a full-time assistant and a part-time

assistant work at the office. In order to secure the independence of said Directors or employees, the Company obtains the

consent of the Audit Committee in advance when making a decision about the authority over personnel issues, such as

appointment, transfer, and disciplinary action.

Situation of cooperation among the Audit Committee, the accounting auditor, and the Internal Audit Division

The Audit Committee and the accounting auditor investigate the situations of business execution and assets at the

headquarters, major offices, and subsidiaries, and demand reporting. In order to improve the reliability of Financial Statements,

the Audit Committee and the accounting auditor hold a meeting regularly once a quarter and when necessary, to share audit

plans and results, and conduct effective and efficient audits. Furthermore, the Audit Committee holds a session for reporting

internal audits with the Internal Audit Division regularly once a quarter, to comprehensively and objectively evaluate the

appropriateness of theinternal control system, give proposals for improvements, encourage staff to correct extracted problems,
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and conduct follow-up activities.

[Discretionary committees]

Existence

Committee

of a

discretionary ~ committee

corresponding to a Nomination or Remuneration

Exist

Establishment of a discretionary committee, committee composition, and attributes of the chairperson

A discretionary committee corresponding to a Nomination Committee

Name of the Committee

Nomination and Remuneration Committee

Total No. of full- | No. of Inside No. of No. of inside No. of Chairperson
number of time Directors Outside intellectuals other
members members Directors members
5 0 1 4 0 0 | Outside
Director

A discretionary committee corresponding to a Remuneration committee

Name of the committee

Nomination and Remuneration Committee

Total No. of full- | No. of Inside No. of No. of inside | No. of other | Chairperson
number of time Directors Outside intellectuals members
members members Directors
5 0 1 4 0 0 | Outside
Director

Supplementary explanation
The above committee was established in FY 2015, and meets several times ayear.
The committee is composed of the President & CEO and al Outside Directors, who are members of the Audit Committee,
and evaluates the performance of the members of the Board of Directorsin the next term and Directors who concurrently serve
as Executive Officers, manages and evaluates the senior management, and deliberates ideal systems for remuneration for
Executives, the appropriateness of remuneration levels, etc.

Itisaimed at securing the transparency and objectivity of management and remuneration of Executives.

[Regarding Independent Executives)

Number of Independent Executives 4

Other items regarding Independent Executives
All of Outside Directors who are qualified as Independent Executives are designated as |ndependent Executives.

The criteria for judging the independence of Executives are shown in Section |-1 “Disclosure Based on the Principles of the
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Corporate Governance Code,” “Criteria for Determining the Independence of Independent Outside Directors and their

Qualities” of this document.

[Regarding incentives]

Status of implementation of measures for giving | Adoption of performance-linked remuneration system

incentives to Directors and others

Supplementary explanation on relevant items

The performance-linked remuneration for Directors who concurrently serve as Executive Officers is paid according to the
performancein the previousfiscal year, under the condition that the sum of the basic remuneration and the performance-linked
remuneration does not exceed 400 million yen. In addition, the Company had paid stock options whose total amount does not
exceed 120 million yen per year, but at the annual meeting of shareholders held on June 23, 2017, the Company resolved to
pay remuneration for giving restricted stocks whose total amount does not exceed 120 million yen per year. Accordingly, the
Company abolished stock options for Directors who concurrently serve as Executive Officers, except already provided stock
options.

The remuneration for Directors, who are members of the Audit Committeg, is only the basic fixed remuneration, which is not

linked to performance.

Those who would receive stock options Inside Directors

Supplementary explanation on relevant items
In FY 2015 and FY 2016, the Company issued share acquisition rights as stock options for the purpose of motivating the
Executive Officers and Directors who concurrently serve as Executive Officers to improve the business performance and
operate business while putting importance on the benefits of shareholders by making them share not only the merits of arise
in share price, but also therisk of adrop in share price.

(In FY 2017, the Company revised the remuneration system for Executive Officers and Directors who concurrently serve
as Executive Officers, abolishing stock options except aready provided ones, and deciding to pay remuneration for giving

restricted stocks.)

[Regarding the remuneration for Director |

Status of disclosure The amount of remuneration for each Officer is not

disclosed.

Supplementary explanation on relevant items

The total amount of remuneration for Directorsis disclosed in Annual Securities Reports and Business Reports.

Policy for determining remuneration amounts and | Exist
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methods for calculating them

Disclosed information on the policy for determining remuneration amounts and methods for cal culating them
The remuneration amounts of Directors who concurrently serve as Executive Officers, excluding those who belong to the
Audit Committee, are determined by the Board of Directors within the total remuneration amount determined through a
resolution at a General Meeting of Shareholders, after the Nomination and Remuneration Committee, which is composed of
al Outside Directors, who are members of the Audit Committee, carefully deliberates whether the remuneration amounts are
commensurate with their respective roles, duties, performance, and outcomes and whether the remuneration amounts motivate
them to improve corporate value. The remuneration for Directors who do not concurrently serve as Executive Officers,
excluding those who belong to the Audit Committee, and Directors who belong to the Audit Committee islimited to the basic
remuneration, which isnot linked to performance. The remuneration amounts of Directors who belong to the Audit Committee
are determined through discussions by Directors who belong to the Audit Committee, within the total amount determined

through aresolution at a General Meeting of Shareholders.

[System for supporting Outside Director s (Auditors)]

In order to ensure the smooth execution of duties by Outside Directors, who are members of the Audit Committee, the Audit
Committee office was established to support the activities of the Audit Committee, and a full-time assistant and a part-time
assistant work at the office, to receive support from related sections. For important information, the Company established a
system in which Directors who are full-time members of the Audit Committee and Directors who concurrently serve as

Executive Officers give explanations or submit reports to Outside Directors when necessary.

[Situation of those who haveretired as Representative Director and President and other g

Names, etc. of advisers, consultants, and others who are former Representative Directors and Presidents

Working mode/condition Date of

(Full-time/part-time, retirement | Term of
Name Post/position | Details of tasks
with/without remuneration, asPresident | office

etc.) or thelike

Total number of advisers, consultants, and others who are former | O

Representative Directors and Presidents

Other items
The Company abolished the systems with advisers and consultants. However, the Company appointed Touzou Hibi, who is

from the founder’s family, as a part-time special adviser without remuneration.
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2. Items Regarding the Functions to Execute Business, Audit, and Oversee Business Operations, Nominate
Candidates, Deter mine Remuneration Amounts, Etc. (Outline of the Current Cor por ate Gover nance Structure)
As of the date of submission of this document, the corporate governance structure is constituted by the Board of Directors, the
Audit Committee, and comptrollers. There are 7 Directors, include 5 ones who belong to the Audit Committee, and 4 of them
are Outside Directors who belong to the Audit Committee.

In principle, the Board of Directors meets once a month, to share management information and take appropriate measures
timely.

The Audit Committee is composed of 5 Directors, including 4 Outside Directors, and 1 full-time member is appointed.

Audit reports are produced through discussions by the Audit Committee after receiving reports from each member. Regarding
measures for enhancing the functions of the Audit Committee, the Company appointed a full-time member and established
the Audit Committee office, where a full-time staff member and a parti-time staff member work, to closely cooperate with the
Auditing Section, which isan Internal Audit Division, and the Internal Control Section.

Directors who concurrently serve as Executive Officers execute business in accordance with laws, regulations, the Articles of
Incorporation, and in-house regulations, such as the regulations for the Board of Directors.

Regarding the business execution by Directors who concurrently serve as Executive Officers, the President & CEO proposes
the alocation of tasks among Directors, and the Board of Directors approves said proposal.

When appointing Directors who concurrently serve as Executive Officers and determining their remuneration amounts, the
Company consults with the Nomination and Remuneration Committee.

For internal audits, the Auditing Section was established, and 2 staff members report the results of in-house audits and
improvement plansto the President & CEO and full-time Audit Committee Members. In addition, the Internal Control Section
was established, and 3 staff members promote internal control, make efforts to improve effectiveness, and report their
evaluations on the development and operation of internal control systems to the President & CEO and full-time Audit
Committee Members.

For comptrollers, the Company concluded an audit contract with Deloitte Touche Tohmatsu LLC, and developed an
environment where they can conduct fair and appropriate audits as the Company provides them with necessary information
on accounting and internal control. Comptrollers audit the accounting and internal control from an independent standpoint,
and give guidance and advice about issues regarding accounting and internal control when necessary. In the Company, the
Audit Committee specified that the term of office of a comptroller is up to 10 yearsin the “policy for adopting proposals for

the appointment, dismissal, reappointment, etc. of comptrollers.”

3. Reason for Selecting the Current Corporate Governance Structure

The Company has an Audit Committee, and appointed 5 Directors, including 4 outside ones, who belong to the Audit
Committee. When “Audit Committee Members,” who are in charge of audits, serve as Directors and are provided with voting
rights at a meeting of the Board of Directors, this will enhance the function to audit and supervise business operations. In
addition, when all Outside Executives, who are rare human resources, belong to the Board of Directors, the ratio of Outside

Directorswill increase, and thisis expected to improve the transparency of business administration and lead to discussions on
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management from the viewpoints of shareholders. In addition, the Company adopted an executive officer system, in order to
grow the corporate group further and fortify the corporate governance structure. By separating the decision making and
supervising function from the business execution function of the management, the Company aimsto clarify the responsibility

for execution and makes business execution swifter.

I11. Status of Implementation of Measuresfor Shareholders and Other Stakeholders

1. Effortsto Energize General Meetings of Shareholdersand Streamline the Exercise of Voting Rights

Supplementary explanation

Early distribution of | The contents of the Notice of the 73rd Annual General Meeting of Shareholders

convocation notices for general

meetings of shareholders

to be held on June 24, 2026 were posted on the Tokyo Stock Exchange website,
Nagoya Stock Exchange website and our company website on June 2, 2026. The

documents of the same were sent on June 5, 2026.

Scheduling a General Meeting
of Shareholders while avoiding
the dates on which many other
hold

companies genera

meetings of shareholders

In 2026, the Company held an annual General Meeting of Shareholders on
Wednesday morning, June 24, to avoid the dates on which many other companies

hold general meetings of shareholders.

Exercise of voting rights with

el ectromagnetic methods

It is possible to exercise voting rights with the Internet, a smartphone, etc.

Participation in a platform for
electronically exercising voting
rights and other measures for
improving the environment for
ingtitutional  investors  to

exercise their voting rights

The Company joined a platform for electronically exercising voting rights for

institutional investors, which is operated by ICJ, Inc.

Distribution of convocation

notices (summaries) in English

The full text of each convocation notice was translated into English, and the

English version is available in the website and the platform.

Other

The Japanese and English versions of each convocation notice are uploaded onto
the website on the day before the date of dispatch. In addition, the video of each
General Meeting of Shareholders and reference material are disclosed in the

website.

2. Situation of IR Activities

Whether or not it is
Supplementary explanation
explained by the
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representative

Setting and
announcement of a

disclosure policy

The Company set a disclosure policy, and announced it in the
website. It isdescribed in Section V “2. Other Items Regarding

Corporate Governance Systems, Etc.”

Holding a regular
briefing session for

individual investors

After the end of a General Meeting of Shareholders, the Company
holds a company briefing session, showroom tours for individual
shareholders on another date. Directors and Executive Officers
participate in these events, to exchange opinions with individual
shareholders. In 2025, the Company held them on July 23. In 2026,

the Company plans to hold them on July 22.

Holding a regular
briefing session for
anaysts and

institutional investors

After the announcement of financial results for the second quarter and
for afiscal year, the Company holds an online session for briefing
results at which the representative gives explanations, and the videos
of briefing are streamed broadly. In addition, the videos and
transcripts of the session are uploaded to the Company’s website for
ingtitutional investors who were unable to attend the session.

In addition to the above mentioned, by utilizing an online conference
system, the Company actively had dialogues with analysts and
institutional investors through small meetings, individual interviews,

etc.

IR material is
available in the

website.

Through the website, the Company timely discloses the Financial
Results, Financial Summary Reports on quarterly results, Annual
Securities Reports, Supplementary Materials for Financial Results,
Presentation Materials for Financial Results Briefing, Integrated

Reports, Medium-term Business Plans, and other documents.

Establishment of a
section (appointment
of staff) in charge of
IR

Public & Investor Relations Section was established as a specialized
organization. It holds discussions with Budget Section in General
Accounting Department, Management Planning Section in Corporate
Strategy Department , and other related divisions, to appropriately

adapt to the system for disclosing corporate information.

3. Situation of Measures Regarding the Respect for the Standpoints of Stakeholders

Supplementary explanation

In-house regulations
for respecting the

standpoints of

Related items are specified in “Sangetsu Group’s Charter on Corporate Ethics.” In

addition, the Company formulated and announced “Sangetsu CSR Policy for Procurement”

and “Sangetsu CSR Guidelines for Business Partners,” to regulate transactions with
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stakeholders suppliers.

Environmental The Company set an environmental policy, and operate an environmental management
conservation system (for which the Company acquired the 1SO14001 certificate in June 2001) under the
activities, CSR | policy, and promote continuous environmental conservation activities, including the
activities, etc. recycling of used curtains, carpet tiles, product waste, and discarded sample books. In

addition, the Company actively develops and sells energy-saving and resource-saving
products, and environmentally friendly products, such as products that comply with the
Act on Promoting Green Purchasing and Eco Mark-certified products. Environmental
conservation activities, CSR activities, etc. are managed by ESG Promotion Section, and
the ESG Committee, which is chaired by the President, controls business activities
systematically and enhances environmental conservation and CSR activities.

In the Medium-term Business Plan [BX 2025,] which was announced in May 2023, the
Company pursues the improvement in social value as one of important measures, and
engages in the activities for conserving the earth environment and solving social issues,
which have been continued since before the start of the previous Medium-term Business
Plan. The Company set the four themes: (1) to reduce environmental burdensin business
activities, (2) to grasp and decrease environmental burdens in the supply chain, (3) to
enrich products with low environmental burdens, and (4) to collect and recycle more
sample books. For (1), the Company set agoal of reducing GHG emissions from the entire
corporate group by 55% between FY 2021 and FY 2029, and making the Company carbon
neutral (emissions being virtually zero) by FY 2029. For (2), the Company estimates
SCOPE 3 GHG emissions every year, and disclose the estimate in the website, etc. For (3),
the Company is developing and selling products focusing on energy conservation, resource
conservation and long life; the Company developed and released wallcoverings made from
resin, rice husks, and cypress( MEGUREWALL ), glass films made from recycled
PET(Cleicea90), and wallcoverings using plant-derived plasticizer as raw material
(biocloth). For (4), the Company established a sample book recycling center in March
2021, to decompose the collected sample books and shift to the recycling of materials.
Furthermore, the Company isincreasing socia contribution activities led by employees,
and the engages in voluntary activities, such as the cleaning of nearby areas and beaches,
the removal of lumber from forest thinning, greenery conservation, and the renovation of
orphanages around Japan. In January 2024, the Company announced that the Company
would keep giving donations to groups that support the educational and living
environments and spaces for children who will lead the future based on the goals set in the

Medium-term Business Plan [BX 2025] and aims to solve socid issues and realize “a

world where everyone can talk about a dream of tomorrow,” which is the corporate
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philosophy of the Company.

Sdting of a policy for | In accordance with “Sangetsu Group’s Charter on Corporate Ethics,” the Company tries to

offering information to | communicate with a broad range of stakeholders, including shareholders and investors, and

sakeholders, etc. disclose corporate information appropriately and fairly.

1V. [tems Regarding the Internal Control System, Etc.

1. Basic Palicy for the Internal Control System, and Status of Development of the System

| System to Ensure the Propriety of the Business Operations

1. System to ensure that Directors, Executive Officers and employees execute their duties in compliance with relevant laws
and regulations and the Articles of Incorporation of the Company

(1) The Company shall establish the Sangetsu Group Human Rights Policy, Sangetsu Group Corporate Charter and
Compliance Code of Conduct as a code of conduct to ensure conduct of Directors, Executive Officers and employeesisin
compliance with laws and regulations, the Articles of Incorporation and societal norms, and develop and consolidate
regulations relating to compliance.

(2) The Company shall establish a compliance committee, for which the President and CEO has ultimate responsibility, as a
body to deliberate significant matters relating to the promotion of compliance.

(3) The Company shall nominate an Executive Officer to bein charge of compliancein order to supervise compliance activities
on a cross-Group basis.

(4) Head of each department shall be responsible for maintaining and improving the system for the promotion of compliance
with laws and regulations, and internal rules in the relevant department. Furthermore, compliance leaders who promote
compliance activities shall be appointed in each branch and department.

(5) The Audit Office, set up in the Management Audit Department shall conduct internal audit on the propriety of operation.
(6) The Internal Control Section, set up in the Management Audit Department, shall work to promote and enhance internal
control in order to secure propriety and reliability in financial reporting.

(7) The Company shall establish a helpline, where employees and others may report compliance problems, and designate a
contact within the company and an external law officeto bein charge of such matters. Furthermore, the Company shall prohibit
any adverse treatment based on the fact that such a report has been made by the person.

2. System to store and control information related to execution of duties by Directors and Executive Officers

(1) The Company shall record information related to the execution of duties by Directors and Executive Officersin documents
or by electronic media, and retain and manage this information in accordance with its rules on the retention of documentary
records.

(2) The aforementioned documents and other materials related to the execution of duties by Directors and Executive Officers
shall be kept available for inspection and copying at the request of the Audit Committee Members designated by the Audit
Committee.

3. Rules and other systems for managing risk of loss

(1) The Company shall establish Risk Management Rules, etc. with the aim of management of and response to various risks
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surrounding the Company.

(2) The Company shall establish arisk management committee, for which the President and CEO has ultimate responsibility,
as a body to oversee the Group-wide risk management.

(3) The Company shall nominate an Executive Officer to be in charge of risk in order to supervise risk management activities
of all Group companies.

(4) The Company shall establish risk management subcommittees in response to various risks, and appoint personsin charge
for each subcommittee. Each risk management subcommittee shall deliberate issues on and countermeasures against risk in
charge, and responds to them responsibly.

4, System to ensure that Directors and Executive Officers execute their duties efficiently

(1) With the aim of the agile business operations and clarification of operating responsibilities by separating decision-making
and supervisory functionsin the management from executive functions, the Company shall adopt an executive officer system.
(2) The Company shal hold regular meetings of the Board of Directors once a month in principle, and matters such as
deliberations and decisions on important items related to the management policies and strategies shall be handled at these
meetings.

(3) The Board of Directors may, in accordance with the Articles of Incorporation and Board of Directors regulations, delegate
all or part of decisions on important business execution issues to Representative Director. The important business execution
issues delegated to Directors shall be deliberated at the Management Meeting, comprised of Executive Officers and others.
(4) Executive Officers shall take charge of and execute their duties in accordance with the Rules on Division of Duties and
Rules on Authority regarding Duties.

(5) The Company shall formulate the management plan from a medium- to long-term perspective regularly. In order to realize
the management plan, budgets with companywide goals for each fisca year shall be set and each department shall execute
detailed plan aimed at the goals.

(6) The Group-wide meeting, comprised of Executive Officers, heads of departments and others, shall be convened regularly
to share information on the implementation of the management plan and monitor its progress.

5. System relating to the Sangetsu Group comprising the Company and its subsidiaries

(1) System concerning the reporting of matters to the Company related to the execution of duties performed by Directors of
subsidiaries

Subsidiary and Affiliates Management Regulations and Standards for Matters at Subsidiaries and Affiliates Requiring
Approval and Reporting shall be established, and a system shall be put in place for reporting to the Company of the diverse
matters occurring at subsidiaries. The Company shall introduce a department-in-charge system for the management of its
subsidiaries.

(2) Rules and other systems for managing risk of loss at subsidiaries

Risk Management Regulations, Business Investment Risk Management Regulations, Subsidiary and Affiliates Management
Regulations and Standards for Matters at Subsidiaries and Affiliates Requiring Approval and Reporting and other rules shall
be established, and a system shall be put in place for the Company to manage the diverse risks, including the occurrence of

loss, at subsidiaries.
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In addition, monthly reports shall be made to the Company’s Board of Directors in order to manage the various risks.
Furthermore, regulations handling risks shall be put in place by subsidiaries themselves, thereby adding to the system for risk
management.

(3) System to ensure that subsidiary Directors execute their duties efficiently

Subsidiary and Affiliates Management Regulations and Standards for Matters at Subsidiaries and Affiliates Requiring
Approval and Reporting shall be established, and a system shall be put in place to ensure that subsidiary Directors are able to
execute their duties efficiently. In addition, rules on the division of duties shall be put in place by subsidiaries themselves for
the distribution of work responsibilities in order to allow the efficient execution of duties.

(4) System to ensure that subsidiary Directors and employees execute their duties in compliance with relevant laws and
regulations and the Articles of Incorporation of the Company

The Company shall establish the Sangetsu Group Human Rights Policy, Sangetsu Group Corporate Charter and Compliance
Code of Conduct in order to maintain and improve the overall compliance framework of the Group. In addition, the Company
shall establish a helpline with a designated external law office available also for employees at subsidiaries to contact with
reports.

Il Systemsto Assist Execution of Duties by the Audit Committee

1. Matters relating to employees who assist in the duties of the Audit Committee

(2) Inorder to assist the Audit Committee, the Company shall establish the Audit Committee Department with employees who
serve dedicated or concurrently with their other posts.

(2) Assignments, transfers and evaluations for employees belonging to the Audit Committee Department require the consent
of Audit Committee to ensure the independence from Directors (excluding Audit Committee Members (here and elsewherein
I1)) and Executive Officers.

(3) Employees belonging to the Audit Committee Department assist in the duties of Audit Committee under the direction of
Audit Committee.

(4) Employees belonging to the Audit Committee Department shall not be subject to instructions and orders from Directors
and Executive Officers concerning the duties to assist Audit Committee. Employees belonging to the Audit Committee
Department who serve concurrently with other posts shall carry out the instructions given by Audit Committee Members as
top priority.

2. Systems relating to the reporting to the Audit Committee

(1) Audit Committee Members shall receive reports regularly from Directors and Executive Officers on the status of execution
of duties in charge at the Board of Directors. In addition, Audit Committee Members shall receive reports regularly on the
status of the Boards of Directors of subsidiaries from Directors and Auditors dispatched to the Company’s subsidiaries.

(2) Directors and Executive Officers shal, in the event of situationsthat may cause significant damage to the Company, swiftly
report such matters to Audit Committee personally or through the heads of relevant departments.

(3) Audit Committee Members designated by Audit Committee shall attend important meetings, examine records, minutes, or
other documents related to the execution of business, and request as necessary explanations from Directors, Executive Officers

or employees.
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(4) Audit Committee Members designated by Audit Committee shall visit subsidiaries, and examine records, minutes, or other
documentsrelated to the execution of business, and request as necessary explanations from subsidiary Directors or employees.
(5) Officers and employees of the Group may report compliance problems directly to Audit Committee or its members without
using the Company’s helpline. In such case, the Company prohibits any adverse treatment based on the fact that such areport
has been made by the person.

3. Items concerning policies for handling of expenses and debts arising from the execution of duties by the Audit Committee
(2) All expenses necessary for the duties of Audit Committee shall be recorded in an independent budget every fiscal period
and processed promptly based on expense payment standards.

(2) Audit Committee, on its own initiative, may use external experts, etc., where necessary, and the Company shall then bear
those expenses.

4. Other Systems to ensure that Audit Committee execute their audits effectively

(2) With the aim of effective audit execution, Audit Committee shall cooperate with the internal audit department and internal
control department.

(2) Audit Committee shall formulate the policy and plan for audit annually and report them to the Board of Directors.

(3) In order to enhance auditing effectiveness, Audit Committee shall receive reports on the status of responses to issues
identified in the audits at the Board of Directors meetings or on other occasions, and give feedback to them.

(4) Audit Committee shall exchange information regularly on matters including audits with President and CEO and

Accounting Auditor.

2. Basic Palicy for Eliminating Antisocial Forces and Status of Development of Related Systems

The Company has no relationships with antisocial forces, and if the Company receives an unreasonable request from an
antisocial force, the Company will respond with afirm attitude. The Company will reject and eliminate any relationships with
antisocial forces.

In addition, the Risk Control Committee manages related matters, smooth in-house communication, and cooperate with related
sections and corporate lawyers, in accordance with “Sangetsu Group Conde of Conduct for Compliance” and “Regulations
for Risk Control.”

On the other hand, the Company gathers necessary information in cooperate with Aichi Prefectural Police, police stations, and
other related public offices and other external specialized organizations, such as “Aichi Prefectural Council for Protecting

Enterprises,” in which the Company was registered.

V. Other

1. MeasuresAgainst Hostile Takeovers

Mesasures against hostile takeovers Not adopted

Supplementary explanation on relevant items
The Company gives top priority to winning the support of shareholders by improving the corporate value, and pursues the

improvement in corporate value by aiming to change from a stably excellent enterprise into agrowing enterprise. On the other
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hand, the Company will discuss measures against buyouts when necessary, in order to secure or improve corporate value and
the common benefits of shareholders, while considering the risk that there will emerge a buyer that will degrade the corporate
value.

The Company will continue research while considering concrete measures against hostile takeovers as important matters.

2. Other Items Regarding Cor por ate Gover nance Systems, Etc.

The status of the in-house system for timely disclosure of corporate information is as follows.

Disclosure policy

[In-house system for timely disclosure of corporate information]

1. Disclosure policy

The Company complies with laws, including the Financial Instruments and Exchange Act, and regul ations, including those of
stock exchanges, and formulated policies and methods for disclosing important information on the Company as standards for
information disclosure. Following these standards, the Company discloses important financial, social, and environmental
information on the Company fairly, timely, and appropriately.

The Company has also established a system in which group companies can convey important information to each other
accurately and swiftly in accordance with the regulations for management of affiliated companies, and a system for disclosing

socially useful information on the Sangetsu Group without delay.

2. System for reporting important information

The Company classifies important information into:

- Important facts according to the Companies Act

- Important facts according to the Financia Instruments and Exchange Act

- Important facts according to the regulations of stock exchanges, and

- Other important facts recognized by information control managers.

As soon as the Company obtains important information that falls under any of the above, the Company will report said
information to the information control manager specified in the regulations for management of insider trading, etc. and the
information control manager will judge whether said information should be disclosed. If the disclosure of said information is
judged as necessary, it will be reported to the President & CEO and said information will be disclosed immediately.

Mainly Budget Section of General Accounting Department or Public & Investor Relations Section deal s with disclosure tasks,
and produces documents to be disclosed in accordance with laws and regulations.

[Internal control of in-house systems related to important information)

In addition to the standards for information disclosure, the Company set rulesfor control of insider trading, etc. so asto prevent
insider trading, which violates the Financia Instruments and Exchange Act.

Said rules gtipulate that the Company shall follow the Financia Instruments and Exchange Act, other related laws and

regulations, and rules and notices required for business execution. The information control manager manages important
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information, and determines how to convey or handle information and others.

In addition, Internal Control Section formulates abasic policy for internal control for financial reporting, establishes systems,
and conducts monitoring, operation, audits, and eva uation of effectiveness of the systems, and holds a meeting when necessary,
to discuss items to be disclosed and report the progress of internal control and audits.

All employees can browse the Sangetsu Group Policy for Human Rights, Charter on Corporate Ethics, in-company rules, and
standards viathe Intranet. The Company also set a code of conduct for compliance with laws and regulations for the Sangetsu
Group, and hold in-house lectures, to diffuse the importance of compliance with laws and regulations thoroughly at every

opportunity.
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Chart of the Corporate Gover nance Structure
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[Outline of the timely disclosure system]
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