K NGK INSULATORS, LTD.

— N0 r\‘*u———u"‘ ™
NGK Report 2016
CSR VERSION
A
/k /k

v Y




Contents

Management's COMMItMENt  +++«++roreesrseemsesmes et 1
SPECIAl FEAIURE  ++w+rrrrrrrersessresmee ettt 3
INSPIration to Valug Creation  ««++«++«=ss=sssssssresmaseaseesciic i 13
COMPOrate GOVEINANGCE  ««+#rsrsssrssseeseesse et e et 20
CSR MANAGEMENE  «++#rrrressssmssasee st 38
CSR Objectives and AChIBVEMENES  +«+++r=rrrsrressrsssresraitiit i 45
Realization of Higher Quality Products and Services — -««-oeeveeereeeeeereeeeeenees 53
Communication with Shareholders and Investors — ««oeoeerreerereereeeeeeeee. 63
ThOrOUGh COMPIANGE  ++++wssrerresmeese et 66
RiSK MANAGEMENt  ++++svrsresreseesse ettt 81
Respect for People and Ensure Comfortable Workplace =~ --x-oeeereereereeeeeeeeeens 88
SUPPIY CREIN  ++veeeeereeesmeeme it 118
Preservation of Global ENVIFONMENt  +wrrrrrrrrrrrrrrrmmmemimemiiieeeinaeeinaeaann 123
CONNECHION 10 SOCIELY  +rrrrrrrrrerrrerree et 151
GRI Guidelines ISO26000 Comparison Table ~ e-reeereermmmamrienirs, 173
Independent Practitioner's Assurance Report ~ «orerrrerrreresereeereeeeeeeens 189
Third Party OPINION  +++-+e=sesssessresse e 190

NGK Report 2016 Editorial P0||Cy ...................................................... 191



To Management’s Commitment

‘Creéting a Company Where Each Individual Can

Fully Demonstrate Thelr \Qapabhﬂes and Spontanerty
tdwg’d'm Godl of Achieving Sustainable Growth

While Addressing Social Needs and Issues

Tabow Oshira

Taku Oshima
President
NGK INSULATORS, LTD.

Fiscal 2015 net sales marked a record high;
Aiming for sustainable growth from a medium- to long-term perspective

The NGK Group achieved record high net sales and profits in fiscal 2015. We believe this to be largely attributable to the
steady increase in competitiveness of our conventional businesses and smooth growth of our new businesses, in addition to
positive external factors such as the booming automobile and semiconductor markets and generally weaker yen.

Our goal is to achieve sustainable growth on top of making short-term profits. To this end, since fiscal 2014 we have been
undertaking the new/reformed manufacturing structures initiatives designed to enhance our competitiveness as a
manufacturer over the medium to long term. The initiatives have been progressing well, steadily improving productivity at
each production site through such measures as introducing a cutting-edge production line for our mainstay product, ceramics
for automotive exhaust purification. In addition, since 2013 we have been implementing the "2017 Challenge 30" project
aimed at spawning new products and businesses to underpin the Group's further growth. The project's goal of boosting the
proportion of sales of new products among total net sales to above 30% by fiscal 2017 is expected to be accomplished ahead
of schedule.

Although we are projecting a decline in net sales and profits in fiscal 2016 due to the negative impact of the market
environment, a stronger yen, and a temporary increase in costs including those for production capacity expansion, demands
are expected to grow in the subsequent few years, mainly in our core businesses. It is crucial for us to be prepared to fully
embrace these demands in our bid to achieve sustainable growth.

Developing products that address needs and social issues
by leveraging our long-fostered ceramic technologies

The NGK Group's corporate philosophy upholds, "NGK products and technologies must create new value and contribute to
the quality of life." It always has been and will be our solemn social responsibility to leverage the technologies we have
fostered as a manufacturer to develop and deliver products needed by society. One of our strengths lies in our diverse
spectrum of proprietary technologies, including ceramic technologies. Our top priority agenda under the new Five-Year



Environmental Action Plan launched in fiscal 2016 being "to make environmental and social contributions through our
products," we are proactively promoting the development and proliferation of products that benefit the environment.

For example, NGK's HONEYCERAM® ceramics for automobile exhaust purification is adopted in roughly one in every two
vehicles sold around the world. Our mission as a manufacturer of such a widely proliferated product is to fulfill our supply
responsibility by securing high quality and sufficient quantity. To this end, we are making aggressive investments in facilities
and technological development to strengthen and stabilize our production systems.

Furthermore, we are also reinforcing our marketing activities in order to accurately pinpoint existing needs in society.
Marketing specialists are deployed in each business group to explore new development themes in coordination with the New
Business Planning Division.

NGK signed the United Nations (UN) Global Compact in April 2015. Seeking to identify social issues of an even larger scale
and help solve them, going forward we will investigate how our technologies can contribute to the world in consideration of
the Sustainable Development Goals (SDGs) adopted by the UN in September 2015.

Creating a company where each individual can fully demonstrate
their capabilities and spontaneity

Social responsibilities that need to be fulfilled by the NGK Group are diverse, ranging from those associated with safety, the
environment, and quality, to those concerning appropriate corporate governance, supply chain management, and contribution
to local communities. In addition to earnestly tackling these responsibilities head on, we must also attach importance to
encouraging each and every employee to fully demonstrate their spontaneity, and must value them as the driving force of our
growth.

The NGK Group's roughly 20,000 employees come from diverse racial and ethnic backgrounds, and 60% of them work
outside Japan. We are aiming to build systems and mechanisms that allow our diverse teams stationed at various business
units around the world to flourish and develop on the basis of mutual respect and inspiration. We have already embarked on
a revision of our personnel system for the purposes of increasing opportunities for young and mid-career employees to take
on higher-level challenges, enabling older employees to continue working with peace of mind, and allowing female
employees to demonstrate more of their capabilities. The NGK Group is determined to focus on human resources
development and the accommodation of increasing diversity toward the goal of becoming a genuinely global corporate group
that can compete on the world stage.

In September 2015, NGK admitted to violating U.S. antitrust laws and other regulations in some business transactions related
to ceramic substrates for catalytic converters, and accepted a plea agreement with the U.S. Department of Justice. In
recognition of the seriousness of this situation, we improved our compliance structure in an effort to prevent a recurrence
through enhanced compliance system and thorough training with regard to antitrust and related regulations targeting our
Board of Directors and all our employees. Furthermore, we have established a Business Ethics Committee to investigate any
fraudulent practices that could have a material impact on management and introduced the Hotline, a whistle-blowing system
for dealing with improper behavior, thereby accomplishing our reinforcement efforts for our compliance structure by the end of
fiscal 2015. However, in addition to such mechanisms, it is also crucial for each and every employee to be vigilant and alert to
any irregular behavior or legal violation, and to help create a corporate culture where such misconduct can be openly pointed
out. We believe that creating a workplace environment where there is good communication and people feel free to report and
share any minor matters is the key to preventing any recurrence.

Ever since NGK started out as an insulator manufacturer in 1919, the company has diversified its businesses in response to
the needs of the times to pursue development. We will continue to unify our group=wide efforts to keep launching new
technologies and products with a strong commitment to addressing social needs and issues. We ask for your continued
patronage and support.
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New Five-Year Environmental Action Plan and Environmental Products

(>) New Five-Year Environmental Action Plan (>) Environmental Products

Special Feature

Enwrg_nmental s
Action Plan (2016-2020)
and Environmental Products

New"'Five-Year

The NGK Group organizes environmental activities by craa't'i_r:_!_g}
five-year action plans, starting with the first in fiscal 2001.
Upon completing the Third Five-Year Environmental Action Plan
in fiscal 2015, the Group has established the Fourth Plan to be
initiated in fiscal 2016.

Background of the new Five-Year
Environmental Action Plan

The formulation of the Fourth Five-Year Environmental Action Plan (to be initiated in fiscal 2016) was started by creating
a comprehensive list of major environmental actions that socially responsible businesses are expected to take. To do
this, relevant standards, such as Nikkei Environmental Management Surveys, Global Reporting Initiative (GRI)
Guidelines and Dow Jones Sustainability Index (DJSI), have been used for reference.

Based on the created list, priority and focus themes have been selected considering the corporate philosophy, medium-
to long-term management strategies of the NGK Group and social needs. The selected themes are organized into three
groups: environmental/social contribution through products, reducing CO2 emissions and discarded materials, and
biodiversity conservation and water resources risk management/response.

The first priority has been given to the theme of environmental/social contribution through products, which directly
reflects the core concept of the corporate philosophy, the most essential guide to the Group's entire scope of activities.
Reducing CO2 emissions and discarded materials is another priority theme, as this closely relates to NGK's medium- to
long-term initiative of new/reformed manufacturing structures for increasing competitiveness. Biodiversity conservation
and water resources risk management/response, major issues for which socially responsible corporate action is
required more urgently, have been set up as focus themes.



Pk Message from NGK Environmental Protection Committee Chair

The NGK Group working as a team to promote
manufacturing that contributes to the environment

NGK attaches particular weight to promoting environmental contribution
through products and environmentally aware manufacturing operations,
based on the core concept of its corporate philosophy, summarized as
products and technologies contributing to the quality of life. In the Fourth
Environmental Action Plan starting fiscal 2016, the highest priority is given

to the theme of developing and distributing products contributing to

Chtﬂkl lea environmental protection, as this directly reflects the corporate philosophy,
Director and Senior Vice President d h t ical t ts for this th h starti
Ervieranental Protection and we have set numerical targets for this theme, a new approach starting
Committea Chair from the new Plan. We will instruct employees to increase their

environmental understanding of new products under development, while
working to expand sales for the existing lineup, in an effort to fulfill our
commitment to helping build a sustainable society through business
activities. Also, we have been engaged in reducing environmental impact
over the years, focusing on slashing CO2 emissions and discarded
materials, and gradually expanding the target control scope to include
global group companies. In place of a separate management method
previously employed for bases in and out of Japan to set different targets,
starting from the new plan, we will set common goals for domestic and
overseas sites to manage activities on a consolidated basis. The entire
Group will work as a team aiming to achieve shared targets set at higher-
than-standard levels, thereby helping decreasing environmental impact.

-4-



Social contribution efforts for a better
life are the key to sustainable business growth

Among other themes included in the new Environmental Action Plan, the
highest priority has been given to the development and distribution of
products contributing to environmental protection. | will take particular note
of this part. NGK has chosen to promote projects involving its strong
products achieved via advanced ceramics technologies, such as the NAS®
battery and HONEYCERAM®, as a high-materiality strategic business,
which | regard as appropriately nimble to broadly publicize its commitment
to contribution to environmental conservation. In addition, | am strongly
intrigued by a characteristic common to these products: essentially, many
of these technologies demonstrate their potential function of environmental
contribution only in combination with other technologies. For instance, the
NAS battery can serve this purpose by supporting stable supply of
renewable energy power, and diesel particulate filters (DPFs) by improving
the environmental performance of diesel vehicles. The behind-the-scene
capability of these technologies, playing a vital but low-profile role in
building society, dates back to NGK's founding business that has helped
social development over the years by supplying unrivaled high-quality
insulators to support power supply infrastructure building. Throughout its
long history, NGK has maintained this stance of supporting and improving
pioneering technologies, contributing to the sound development of society
and enhancement of people's life through business, thereby achieving
sustainable growth. | see this aspect of the company as providing inspiring
insights, and expect to see significant achievements from their efforts over
the coming five years under the Action Plan.

Noriyuki Kobayashi

N F' Y Under the new Five-Year Environmental Action Plan, NGK is
e w I v e - e a r committed to two priority themes: environmental/social

Erwi ronm E‘ntal contribution through products and global environmental impact

Action Plan (2016-2020)

reduction (reducing CO2 emissions and discarded materials). For
each theme, effective and specific, above-standard level targets

have been set to correspond with relevant business initiatives. In

addition, we have drawn up plans to promote two focus themes.

For biodiversity conservation, activity content and opportunities

will be enhanced, and in the water resources area, risk

assessment activities will be continued and initiatives for efficient

water usage will be expanded within the Group.



Fourth Five-Year Environmental Action Plan

Catagory Item KPI Fiscal 2020 Target

Develop and distribute Feo
products contributing to | Sales growth (%) ﬁ;‘::jﬁd?ﬁ;mm fseal 201
environmental protection

Ermvironmental,/social Promote green

contribution procurament Plan progress (%) Maintain in Japan, expand overseas
through products
e Contribute to local Continuslly erhance actions partnering
communities with cammunities
Flan progress %)
: : Raise environmental Continually enhance environmentel training
Fromotion of environmental awareness and information disclosure

cammunscation

3 Promote actions based
] on biodiversity
conservation guidelines

Expand and enhance the content of
Fian progress (%) Aiohi Target actions

UOHNGUILDS [BI90S/|BIUSWLOIIALT

Canservation of bicdiversity

Basic unit per 20% reduction from fiscal 2013
net sales [consolidated]

Reduce COz amittad

from manufacturing Reduction

from BAU® (%) 15% from fiscal 2013 (consolidated)

Prevention of global werming  Reduce COz emitted Basic unit per Average 1% reduction per year, medium
from supply chains transport volume 1o long term {unconsofidated)
Basic unit per 0% reduction frem fscal 2013
Reduce discarded net sales izonzalidated)
materials emitted from
L2 J manufacturing Fieduction 20% from fiscal 2013 (consolidated)

' ; from BALU" (%)
- Promote resource

. Reecyeling rate bdeintain &t over 99% in Japan
Effective use of resources | FECYEling

uoianpad 1edul (E1UsWUoIAUD

Manage and respond
to water resources risks

Strengthen actions by production base for

Plan progress (3) evaluating risks and streamiining water uss

*Reduction from BAU (business as usual) indicates the percentage rate of emissions reduction resulting from implemented actions against
a computed value for the hypothetical absence of the actions. By not including the influence of foreign exchange movements and other
factors, this indicator allows a direct grasp of the efforts by each site.

Base year, target year, control scope

Base year: fiscal 2013; target year: fiscal 2020

The new Five-Year Environmental Action Plan has been designed to correspond with the business initiative of
new/reformed manufacturing structures. Accordingly, the base year and target year of the Plan have been set to
coincide with the initiative. In principle, activities will be managed on a consolidated basis, embracing those based in
and outside of Japan, in place of the previous method of managing domestic and overseas activities separately. The
consolidation method has been adopted to improve management efficiency and effectiveness in response to the recent
changes in our global production output structure, particularly increased amounts from overseas manufacturing sites as
well as from production chains through multiple global locations.



New Five-Year Environmental Action Plan and Environmental Products

(>) New Five-Year Environmental Action Plan

(>) Environmental Products

Promoting environmental
contribution through
products

NGK has set a target of increasing the sales of products
that contribute to environmental protection, as internally
defined, by at least 60% by fiscal 2020 from the base year
of fiscal 2013 while maintaining the sales composition at
50% or above. This target aims at attaining business
growth and expanding environmental contribution at the
same time.
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renewable energy

Contribution to widespread use of

NAS battery facilitates
widespread use of
renewable energy

One of the most frequent uses of the NAS battery is
stabilizing renewable energy. While electricity from
renewable sources, such as wind and solar power, is
clean and, in principle, unlimited, its major limitation is that
its output is affected by weather conditions, resulting in
unstable output. The NAS battery solves this limitation by
storing excess renewable energy when renewable
generation exceeds demand, and supplying stored energy
to the grid when renewable output is low or demand is
high. With a NAS battery, intermittent renewable energy
becomes stable and dispatchable, and available 24 hours
a day. NAS systems enable global growth in stable
renewable energy and thereby help electricity utilities
worldwide reduce their environmental footprint.

NAS® battery

Increasing importance of renewable energy
Fossil fuels, such as petroleum, natural gas and coal, are
exhaustible resources and, when burned, emit carbon dicxide
and other greenhouse gases that cause global warming.
Renewable energy acurces, including wind and sclar power,
are proven, sustainable energy sources.

EPercentage of Japan's electricity from rerewable erergy
production

14.3%p 22-DLas.

FY2015 FY2030

Sources: Composition of power generation by sourcs [The Federation of Electric
Powar Companies of Japan]; Long-berm erergy supply and demand outlock:
Mpency for Natural Resources and Ersrgy]

NGK was the world's first manufacturer to commercialize the NAS
battery megawatt-class electricity storage system. Featuring a large
capacity, high energy density and long life. The battery can support
reliable, long-term stable supply of electricity. Also, the NAS system
allows a more compact housing compared with the conventional
lead-acid battery




MNAS systems are the world’'s most popular
grid-scale battery storage

Proven reliability for over two decades,

with 530,000 kw

installed at over

190 locations worldwide

tas of June 2016)

IS Future development for the NAS battery

To create a sustainable
society

| am focusing on the recent marketing trend to shift from
selling individual products to offering packaged systems.
For NAS batteries, | am striving to build system packages,
rather than providing the individual product, by adding
related functions to meet the specific needs of individual
customers for solving issues. | expect that demand for
large-capacity power storage systems will increase to
meet needs related to stable electricity supply of
renewable energy, which will be introduced broadly in
coming years. | will work to sell more NAS batteries so
that the products will demonstrate their intended functions
to support the introduction and expansion of renewable
energy use, as a way of contributing to society.

Daisuke Umino

Owverseas Sales & Marketing
Department, NAS Battery Division
Power Buginess Groug

Engaged In sales and marketing
mainly in Morth America and Asla.
Tasked with & rangs of responsiblitlies
from propoeing optimally customized
aystems to providing after-zale
support earvices while developing
new miarkets for MAS balleres,

Automotive exhaust gas purification

Diesel particulate filter (DPF

Remove PM from
exhaust gas

DPF is a porous ceramics filter used in the exhaust
system for the diesel vehicles in the world. With a fine
pore structure, the filter ensures particle matters (PMs)
are captured to purify exhaust gas emitted from diesel
vehicles. NGK is the only company to -produce two types
of DPFs based both on cordierite and silicon carbide.
Utilizing its ceramics technologies, NGK supports further
developments of diesel vehicle.

Trend toward tighter automobile
exhaust gas regulations
While automobile exhaust gas regulations are

beacoming tightar in global bases, appropriate
actions are raguirad to take place.

' =PM

Eliminates
up to

% of PM



Capture PM with
fine pore structure

The honeycomb structure, where the inlet and outlet of
the through-holes are alternately sealed, enables the thin
ceramic walls to effectively capture PM while exhaust gas
runs through them.

IS Future development for DPF

To create a cleaner
air environment

When visiting cities plagued by serious air pollution in
Asia and other emerging regions, | strongly feel each time
that urgent measures are necessary to improve the
deteriorated conditions, and NGK's DPFs can address this
need in these cities. Our products can help even more
widely, creating a cleaner air environment around the
world. Demand for DPFs remains strong and is expected
to grow in response to the likely tightening of automobile
exhaust gas regulations. As a responsible, leading DPF
manufacturer, we will ensure a reliable supply of products
as well as the timely launch of new products to cater to
customer needs effectively.

Ryutaro Shindo

Owerseas Sales Department
Wiordwids Salse and Marksting Division
Ceramic Products Business Group

Responszible for a range of tasks from
analyzing market trends for DPFe and
other products and developing sales
atrategies o producton control planning.
Leads the Group's cross-organizational
gales activites, acting as & coordinator i
among global bases. in an effort to

reapond to customears’ neads in a tmealy

mannes o win business.

HONEYCERAM®

Indispensable function
for automotive exhaust
gas purifier

HONEYCERAM is a ceramic substrate for catalytic
converters to purify harmful contents in exhaust gases
from automobiles. The products' honeycomb structure is
effective for carrying catalyst to detoxify harmful
substances by chemical reaction. Since the launch of its
commercial production in 1976, the product has been
supplied globally over years as essential part for meeting

the automobile exhaust gas regulations that become more
stringent and cover wider in criteria. Production has grown
to record a cumulative shipment exceeding 1.2 billion
units, while expanding manufacturing bases to a current
total of eight countries in North America, Asia and Africa.
HONEYCERAM is an indispensable component of
automobiles, an essential invention that supports enriched
modern lifestyles.

A HONEYCERAM for passenger cars (left) and a
large-size HONEYCERAM for large diesel cars
(right). HONEYCERAM carries catalyst that work to
eliminate PM and NOx.



Honeycomb structure BNOx elimination

demonstrating a effective million tons
purifying performance
annually

NGKIS HONEYCERAM pI’OduCtlon ellm|nates a tOtal Of Of *1. Assumpﬁm ba=zod on installation of exhaust gas mm

NOx per annum*1, equivalent to double the annual NOx in new cars that are not equipped with such systems
. . . *2. Source: OECD Erwironmental Statistics (2012)
emissions in Japan*2.

NOx sensors

For long-term high-accuracy
measurement

NGK has developed the world's first in-vehicle sensor to
measure concentrations of nitrogen oxides (NOx) in
exhaust gas in real time with high precision. Specifically,

the sensor is capable of measuring NOx concentrations at

the parts per million (ppm) level and can thus detect even ABuilt-in zirconia

very small amounts of the gases. The sensor supports B lemar
precise control of the exhaust purification device of diesel
vehicles, which leads to a reduction in NOx emissions and

thus helps to promote the use of clean diesel vehicles.

BPrecision of NOx concentration measurement

1
1 ,000,000 level
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MFuture development of NOX sensors

Contributing to
the advancement of
clean diesel vehicles

The NOx sensor business has achieved remarkable
growth over recent years as exhaust gas regulations
around the world have become more and more stringent.
We are now developing and releasing a series of new-
type sensors to help increase the environmental
performance of clean diesel vehicles. We will continue to
create environment-friendly products to meet the needs of
customers and society at large and deliver them to people
across the globe, thereby contributing to a better social
environment.

Dr. Daniel Siegberg

Deputy General Manager
MOx Sensor Sales
MGK EUROCPE GMEH

In charge of sales engineering and serves
as a bridge between local customers in
Europe, where diesel vehicles are widely
used, and NGK's development and
manufacturing teams in Japan.

Treatment of low-level radioactive waste

To ensure safe treatment of
radioactive waste

NGK has developed a wide range of systems to safely
treat low-level radioactive waste generated from nuclear
facilities, utilizing its proprietary incineration technology
and dust collection technology by ceramic filter, and have
supplied these systems to nuclear power stations and
related institutes across Japan.

We undertake many of engineering projects including
design, manufacturing, and site construction, and also
provide a long-term maintenance service to deliver the
stable and high-level radioactive decontamination.
Therefore, NGK provides essential support for safe and
stable operation of nuclear facilities.

In addition, we focus on the development of new systems
for treating various types of radwaste expected to be
generated from the decommissioning and demolition of
aging nuclear reactors.

-11-

Low-level radwaste treatment system

i | ow-level radwaste treatment systems



M The performance level of

Importance of treating radioactive waste rad'gact|v|w removal;

When treating and disposing of wasle generated
from radiation controlled areas, including nuclear
power stations, it is eritically important to prevent
release and leakage of radioactivity, which

requires special treatment and disposal methods,

different from those for general waste. 1 0 0 0 0 0

-12-



Inspiration to Value Creation

® NGK creates value through

® History of value creation its technologies and products

Since its establishment, NGK has been
a ceramics technology pioneer,
striving to create value in response to
various needs around the world

It dates back to the early 1890s when the first modern electricity infrastructure
began to be developed in Japan., In those days Japan relied on imports for
Special high-voltage insulators. An engineering effort was launched to attain its

domestic production, wishing to help the national infras tructure building project.
The research started by studying a piece of US-made insulator shards, aiming at
the creation of original high-voltage insulators.

This endeavor was incorporated later in 1919 when NGK was established to
independently launch a business that grew over the years by continually
developing and supplying ever-advancing ultra-high pressure and ultra-high
strength insulators in response to expanding electricity demand from both the
household and industrial sectors.

NGK has also pursued business diversification and global expansion

vigorously. The company began in its earliest years to develop sulfuric acid
i corrosion-resistant apparatus for the chemical industry, commencing

commercial manufacturing in 1931. And its overseas business was initiated

in 1935 when exporting power transmission insulators to India.
Throughout its history, NGK has persistently endeavored to develop and
supply products that support social foundations and serve environmental

conservation, leveraging its accumulated ceramics technologies. This long-
standing sense of commitment to social contribution has been incorporated
into the company's corporate philosophy: "NGK products and technologies
must create new value and contribute to the quality of life."

1 950 S_1 960 S From the posiwar period to the period of high economic growth

During the period of high economic growth, NGK
vigorously pursued the diversification and expansion
of its business. In 1958, we began manufacturing
and marketing beryllium-copper products; the Chita
Plant (Handa, Aichi Prefecture) and the Komaki
Plant (Komaki, Aichi Prefecture) were completed in

-13-



1942 and 1962, respectively; and in 1965, our first
overseas sales subsidiary was set up in the U.S.

19705-1980s From the 0l shock to the Bubble Economy period

The 1973 Oil Shock threw the Japanese economy

into confusion, which prompted NGK to expand its
overseas business. We commenced local production
of insulators in the U.S. in 1973 and Belgium in
1977. Around the same time, we began
manufacturing and marketing HONEYCERAM®, a
honeycomb ceramic catalyst converter substrate.

1 9 9 0 S —2 0 0 0 G Pursuit of sustainability and diversification

NGK promoted full scale development and

production of environmental products. The
production of diesel particulate filters (DPFs)
commenced in 1989, and ceramics for
semiconductor manufacturing equipment and NOx

sensors for automobile exhausts in 1996. We began
research to develop the NAS® battery for electricity
storage in 1984, and lunched the business in 2002
prior to commercial production starting in the
following year, making NGK the world's first
manufacturer in this area.

201 0 S = Aiming for a better future

NGK has grown business in its key areas,
particularly rapidly expanding production of ceramics
for purifying automobile exhaust gases and steadily

time, we strenuously engage in new developments, : E

increasing orders for NAS battery systems from
companies in and outside of Japan. At the same

including gasoline particulate filters (GPFs), wafers
for electronic devices, subnano-ceramic
membranes, and wavelength control drying
systems, in response to needs emerging from
various sectors.

Promoting company-wide efforts to create
201730 new products and businesses that deliver

Challenge higher value and higher functions.

The NGK Group pursues R&D as one of key management themes. Our R&D activities focus on developing high-value
added and high-function products, leveraging materials and processing technologies centering on fine ceramics.

NGK has set a group-wide target of raising the percentage of sales for new products to 30% of the total by fiscal 2017
(2017 Challenge 30). We are currently striving to create new products and businesses, and these efforts are
progressing steadily to achieve the target.

-14-



F¥2015 results e
Frzoldresults o gof e | Target:
T

Double ... ™w-*—"  (30y

sales percentage - e’

for rew products —
for new products
s wn

Broadening the new wafer lineup

We are working to broaden the range of high-performance wafer products, fully
applying a number of original processing technologies cultivated over years of
engaging in ceramics projects, such as those for bonding different materials,
crystal formation, and lamination of single crystal substrates.

Establishing a company-wide ceramic battery project

To accelerate the business development of new products, including solid oxide fuel cells (SOFCs), chip type
ceramic secondary batteries, and zinc secondary batteries, we established a ceramic battery project in April
2016, bringing together capabilities from Corporate Manufacturing Engineering, Corporate R&D, business
divisions and Head Offices. This company-wide, cross-divisional effort engages in the development of
production technologies and facilities and the strengthening of customer development activities, seeking to
expedite the market introduction of new products.

Solid oxide fuel cell (SOFC) module

Our original full-ceramic design has been employed to achieve both high
efficiency and high durability in a compact body. Intended for use in next-
generation fuel cell systems.

Zinc secondary battery

NGK's proprietary technology OH ion-conducting ceramic materials have been
adopted to deliver a large-capacity long-life secondary battery. Also, the high
safety property of the battery allows its wide-ranging application, particularly in
home-use equipment and indoor facilities.

Chip type ceramic secondary battery

A solid-state battery that features high energy density attained in a super-thin
(0.2 mm) chip and high temperature durability (up to 120°C). Major intended
applications involve wearable devices and wireless modules for loT.

-15-




Inspiration to Value Creation

. . NGK creates value through
@ History of value creation @ it?t?&h‘rﬁlﬁiu??nd products

NGK creates value through its technologies and products

Its activities for value creation are supported by each individual worker.

‘e i Mext-Generation Japan's first
MNGK's insulators are used :
- more than 100 countries ) ceramics semiconductor (>) manufacturer of beryllium
manufacturing components copper products

NGK's insulators
are used in .
more than countries.

Electricity is closely linked with people's lives. Insulators play a key role in
order to supply this essential electric energy safely and stably, by supporting
power transmission lines and insulating power lines from transmission line
towers and related equipment. From its establishment in 1919, NGK has
developed its insulator's core technologies, working to increase product
quality and endurance against many types of severe external conditions,

including earthquake, storm and snow. NGK is one of the world's largest The world's largest 11 meters hollow

production capacities, supplying insulators to more than 100 countries. insulator for substation systems. Our

advanced design and manufacturing

technologies have been applied to
achieve long-term performance which

\'-.I Insulator for 1,000-kV- power transmission resist up to 1,000-kV-power

systems. It can support up to 86 tons with a transmission systems and massive

diameter of 40 cm which has the world's earthquakes.

greatest strength.

Supporting people’'s lives through
strong quality and technology

My task is to research on improving insulator materials
and manufacturing process, chiefly for the porcelain body
and glazing,aiming to further increase product quality and
added value. The insulators are required to function
adequately for decades to fully serve to supply safe and
stable electricity although they are being used under
harsh environments. Our mission is to offer the required
functionality and quality without being failed, and to fulfill
this challenging task, we use our strong technologies to
eliminate the smallest risk of failure that might cause
disrupted power supply.

Throughout the nearly century since its foundation, NGK
-16-




has undergone constant development,responding to
emerging needs related to the changing times by
constantly offering new value. We will continue working to
advance technologies to strengthen support of stable
power supply, thereby improving the quality of life of many
people.

Yuta Tanaka

Electrical Insulator Division
Power Business Group

Engaged in materials research to increase
the product quality of insulators, partially
drawing on his knowledge from his
university studies in crystal materials
engineering. His activities include seeking to
determine the optimal material selection,
compounding ratio, manufacturing
conditions, and performing prototype tests
while gradually scaling up the gquantity to
commercial production levels, with the aim
of creating even higher value added
products.

NeXt- = ceramics semiconductor
Generation mautecturing components

NGK creates high-function ceramic components of
semiconductor manufacturing equipment by leveraging its
proprietary fine ceramic technologies. These components
play essential roles in manufacturing nanometer-level
semiconductors. Recently, we have begun to meet rising
demand from the semiconductor manufacturing industry,
where integrated circuit microfabrication technology is
advancing to reduce size and increase speed and functions,
and manufacturers find in our products the quality suitable for
the technology. We are committed to continuing to develop
new products and technologies to constantly offer new
products that can support next-generation semiconductor
manufacturing technologies.

- | Coulomb {electrostaticy
force atiracts and
anchors the wafer

v

Gﬁ-nllng plate
{metal)

Ceramic plate
{high-purity alumina)

Coulomb e-chuck is a type of susceptor plate (a key
component in semiconductor manufacturing) designed so that
the Coulomb force acting on the platform attracts and anchors
a wafer, a semiconductor material, to control its temperature.
A built-in heater controls the temperature of the wafer flexibly,
maintaining a specified level and delivering quick changes.
Capable of supporting the semiconductor microfabrication
process, including the most advanced processing for
smartphone production.

Foreseeing future needs to lead
technological innovations

The progress of semiconductor technologies is
remarkably fast. In order to effectively respond to the
needs of this fast-evolving industry, one essential key is a
forward-looking strategy-accurately understanding the
-17-




latest technology trends to foresee future needs, and
launch development projects directed at expected trends.
In the growing Internet of Things (loT) area, for example,
the latest high-demand technologies relate to
microfabrication and capacity expansion of integrated
circuits. This trend requires finer control of processing
conditions, such as wafer temperature and plasma
distribution. To satisfy these ever-advancing industry
requirements, we need to continue enhancing product
performance and functions. To this end, we are organizing
cross-divisional efforts, bringing together capabilities in
development, technology, manufacturing, sales, quality
assurance and others, to expedite a range of processes
for new product projects from development to commercial
production, thereby being able to offer forward-looking
products, maintaining a lead over our competitors. We will
continue exploring the potential of ceramics in pursuit of
further technological innovations, with a focus on the

NGK's alumina Coulomb
e-chuck has bean daval-
oped using special cast-
|r1 and call:lmn meath-
5. The .;ip uct 5
flnagralne high-purit
alumina (aluminum oxide
crystals demanstrate un-
rivaled strong perfor-
manca, increasing the af-
ficiency of semicon-
ductor manufacturing

Yuji Akatsuka

High Performance
Ceramics Division
Electronics Business Group

Engaged as sales engineer at a group
company in the U.S. for six years. Returned
to Japan last year and assigned to work on
the development and design of e-chuck,

material's strong corrosion-resistance and durability. targeting global markets to expand market

share.

manufacturer of berylium
copper products

Japan’s firs
NGK had already started to develop and sell products contributing to
environmental conservation before pollution and environmental devastation
were first widely recognized as a social issue in Japan. The Company has
continued pursuing this line of business, wishing to help solve environmental
problems in many parts of the world. One of the key items involved in our

environmental business is beryllium copper (copper beryllium) alloy. It is a
copper alloy with a beryllium content below 10 percent and having a number
of useful characteristics, including electrical and thermal conductivity, the

Beryllium copper is utilized as material
for the strongest conductive metal
springs. With high reliability, long-life
and electrical conductivity, beryllium
copper springs are adopted widely for
parts in various equipment, such as
connectors and terminals for electronic
devices and automobiles, relays and
switches.

major properties of copper, as well as the high-level of strength, elasticity,
fatigue and heat resistance characteristic of special copper alloy. In 1958,
NGK became the first Japanese company to manufacture beryllium copper
products, and since then, employing a combination of materials and
processing technologies, the Company has developed and offered a wide
variety of products based on this material.

Listening to customer needs to help
environmental contribution efforts

NGK has built unparalleled, extensive sales networks in
China across automobile, home electronics, industrial
equipment and other markets, by visiting major trading
houses and local parts manufacturers and metal stamping
companies throughout the large country to forge
relationships of trust. In China, facing serious
environmental problems, most notably PM 2.5-related air
pollution, the introduction of clean vehicles, such as
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electric vehicles (EVs) and plug-in hybrid vehicles (PHVs),
is urgently called for as a remedy. Strong and electrical
conductive beryllium copper can serve this purpose as the
ideal material for the large current capacity connectors
used in EVs and PHVs. We utilize our technology
capabilities to assist our customer manufacturers to
facilitate product development for accelerated market
introduction. We will continue developing business in the
industrial market of China, which is often dubbed "the
world's factory," by frequently visiting local customers to
grasp their real needs, and help improvement of product
quality and environmental efforts, thereby contributing to
creating a cleaner environment in the country.

Yumika Kondo

MNGK INSULATORS (CHIMNA)
INVESTMENT CQO., LTD.
Electronics Business Group

Engaged in overseas marketing for
beryllium copper products. Based in China,
NGK's most important market, to work on
increasing local market share, through
effectively employing the Japanese style of
customer-orientad service and marketing.
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Corporate Governance

NGK is conducting measures to expand and strengthen its corporate governance to increase corporate value with the intent
of becoming a company trusted by all its stakeholders.

@_n Corporate Governance Report (PDF: 417KB)

Basic Policies

To ensure appropriate operations and transparent management, NGK has set its sights on establishing and maintaining an
organization capable of swiftly responding to changes in the business environment, and a fair and open management
system emphasizing the interests of shareholders. These components make up NGK's basic approach to corporate
governance. To put this approach into practice, NGK has chosen a corporate governance structure anchored by a Audit &
Supervisory Board. In addition to the General Meeting of Shareholders, the Board of Directors and the Audit & Supervisory
Board, NGK corporate governance includes the Executive Committee and several other committees established to assist
the president in management decision-making. These bodies help to enhance governance efficacy by deliberating and
reviewing important matters.

In recognition of needs to execute swift and optimal decision making and respond promptly to changes in the operating
environment, NGK introduced executive officer system, thus separating the management decision-making and supervision
functions from business execution functions, and clearly defining the responsibilities of both.

Furthermore, to strengthen the Board of Directors supervision and monitoring functions, major committees among those
tasked with mitigating the various risks surrounding NGK are obligated to report to the Board of Directors, and NGK has
established new committee scheme, including a Nomination and Compensation Advisory Committee, a Corporate Council, a

Conference of Outside Directors and Outside Auditors & Supervisory Board Members and a Business Ethics Committee,

etc. to ensure the effect of Corporate Governance Code. NGK will keep on developing to realize a more comprehensive

corporate governance scheme.
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Corporate Governance

Corporate Governance Structure Scheme

To ensure lawful business activities and management transparency, respond quickly to changes in the management
environment, and create and maintain a fair management system from the shareholders perspective, NGK has created the
following systems:

Comment from Outside Director

Outside Director
Business Ethics Committee chair

Hiroyuki Kamano
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Promoting education and supervision proactively

In December 2015, NGK reformed its corporate governance system, and is now
operating the system effectively. To ensure that each employee in and outside
Japan can develop a high level of awareness concerning compliance, we are
actively providing education and awareness-raising programs in tandem with
monitoring and supervision. We aspire to educate our employees to fully
understand compliance and practice it at their own initiative, while paying due
consideration to differences in the legal/regulatory systems and cultures of their
respective countries and regions. | believe that this should help NGK to become

widely appreciated by all its stakeholders.

Business Execution Status

Regarding business execution based on the Board of Directors resolutions, the president presides over company business
as the chief executive of business execution. The Executive Committee holds discussions to assist the president's decision-
making with respect to important matters regarding business execution.

In addition, the Board of Directors is asked for proactive recommendations for management by external directors pertaining
to management-related issues at Corporate Council , which facilitates an exchange of opinions between external directors
and representative directors.

Monitoring Status

In line with audit policies and plans defined by the Audit & Supervisory Board, Audit & Supervisory Board members make an
effort to collect information through Hearing convened by Audit & Supervisory Board Members and Outside Directors, etc., in
an attempt to communicate with directors and employees while monitoring director business execution by attending Board of
Directors and Executive Committee meetings. At Audit & Supervisory Board meetings attended by outside Audit &
Supervisory Board members, the Members exchange information with accounting auditors and Internal Auditing Department
in an attempt to facilitate mutual cooperation.

Election of Board Members, Execcutive Officers and Audit &Supervisory Board
Members

Director candidates are determined by Board of Directors resolution and appointed by resolution at the General Meeting of
Shareholders. Audit & Supervisory Board member candidates are determined by Board of Directors resolution with approval
from the Audit & Supervisory Board and appointed by resolution at the General Meeting of Shareholders.

Moreover, with respect to the nomination of candidates, the Nomination and Compensation Advisory Committee, consisting
of a majority of external directors, deliberates matters related to the nomination, the results of which are reported to Board of
Directors in an effort to ensure its fairness and improve transparency. Also, to further clarify the directors' mission and
responsibilities, the term of office for directors is one year.

Director Training

Newly appointed representative directors, directors and executive officers are provided with training conducted by attorneys
practicing in the United States and Japan related to the Companies Act and the Competition Law, conducted at the time of
their appointment. In addition, each year lectures are held, targeting all directors and executive officers, related to
compliance with the Competition Law, focused on the expanding scope of Competition Law enforcement and practical
business risks.

In July 2015, a hearing was conducted presenting the opinions of outside experts regarding societal demands related to
corporate governance.

In addition, with regard to external directors, we provide regular opportunities for the provision of individual explanations by
personnel from relevant business divisions concerning mainly proposals presented to Board of Directors meeting as well as

information and exchange of opinions pertaining to business environment and related issues.

» Go to learn about our policies on the training
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Board of Directors

Audit & Supervisory
Board

Executive Committee

CSR Committee

Environmental
Protection Committee

Quality Committee

Safety and Health
Committee

Internal Controls
Committee

The Board of Directors, comprising 12 members, deliberates matters prescribed in the
Companies Act, as well as other important management issues, providing oversight for the
execution of duties by directors. To clarify the division of roles between execution and
supervision of management, Board of Directors meetings are led by a Chairman, who, in
principle, does not execute business. The Board of Directors includes two external directors
to create a system enabling management monitoring based on professional knowledge and
decision-making from a wider perspective.

The Audit & Supervisory Board consists of four members, each of whom attends Board of
Directors meetings and conducts other activities to audit the execution of duties by directors.
The Audit & Supervisory Board includes two Outside Audit & Supervisory board members,
each possessing significant business experience. One of our standing outside audit &
supervisory board members has many years of operational experience in financial
institutions possessing a considerable degree of financial and accounting knowledge
enabling him to conduct monitoring effectively.

Comprising the president, Directors, Audit & Supervisory Board members and Executive
Officers and division heads designated by the president, this body deliberates the matters
necessary to help the president with decision-making.

The current Executive Committee comprises 15 members (14 men and one woman).

This body assists the president and CSR Committee Chair with decision-making by
deliberating matters necessary for the observance of laws, regulations and corporate ethics.

Observance of laws, Regulations and Corporate Ethics

1. Determination and revision or abolition of basic policies related to the observance of
laws, regulations and corporate ethics, including the NGK Group Guidelines for
Corporate Behavior

2. Determination of systems, structures and strict observance of important activities
pertaining to laws, regulations and corporate ethics company-wide

3. Determination, revision or abolition of risk management structures pertaining to laws,
regulations and corporate ethics

Additionally, responses to items determined to pose a significant threat to the company
among other matters, incidents or accidents related to laws, regulations or corporate ethics,
as well as consideration and evaluation of the projects promoted by each subcommittee and
other CSR-related items identified as important by the CSR Committee Chair , are also
deliberated.

This body formulates and deliberates the planning of matters necessary to help the president
and the Environmental Protection Committee chairman with decision-making regarding the
realization of our Core Policy on the Environment to promote business activities in harmony
with the environment.

Aiming to increase customer satisfaction and trust by realizing even higher-quality products
and services, this body deliberates the matters necessary to help the president and the
Quality Committee chairman with decision-making regarding the following items.

1. Determination and revision or abolition of Quality Policy and Objectives

2. ltems pertaining to the prevention of serious quality defects in the market and
technological responses after occurrence

3. Other quality-related matters determined to be important

This body attempts to promote, through lower committees, the deliberation and
determination of company-wide basic policies regarding safety and health and the
establishment of basic policies and priority targets.

This body deliberates matters necessary to help the president and Internal Controls
Committee chairman with decision-making regarding internal controls system assessment
and reporting related to financial reporting based on the Financial Instruments and Exchange
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Development
Committee

Facilities Committee

Education Council

BCP Countermeasures
Headquarters

Central Disaster
Prevention and Control
Headquarters

Security Export
Control/
Specified Export and
Customs Clearance
Control Committee

Act.

1. Determines the scope of reporting for each fiscal year, assessment and reporting
schedules, standards to assess internal controls and other basic matters
2. Summarize internal controls assessment and draft internal controls report.

This body deliberates items necessary to assist the decision making of the president and
Development Committee chairman regarding policies, evaluations, budgets, major individual
planning and commercialization projects related to development.

This body deliberates items necessary to assist the decision making of the president and
Facilities Committee chairman regarding policies, evaluations, budgets and performance,
and major individual planning related to capital expenditure and information systems.

This body deliberates items necessary to assist the president's decision making regarding
policies, systems, structures and major promotion program related to human resource
development.

Aimed at ensuring business continuity in times of emergency, this body executes the
operation and maintenance of business continuity planning (BCP) in normal times as well as
gives instructions of and support restoration systems, and prioritizes restoration orders when
BCP is in effect.

This body executes requisite duties under commands from the Head and deliberates items
necessary to assist the decision making of the president and Head of this body regarding
items related to earthquakes, storm and flood damage, fires and explosions that threaten or
significantly impact the company.

This body deliberates and determines items necessary for guidance for subsidiaries and
affiliates, legal compliance and the establishment of other internal systems with respect to
security export controls, specified export declaration systems and the management of
customs clearance operations.
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Corporate Governance

Committees on Corporate Governance

NGK INSULATORS, LTD., has further strengthened and enhanced its corporate governance structures by establishing
committees to bolster the supervision and monitoring functions of the Board of Directors.

Business Ethics Committee

Comprised of outside directors and one internal director responsible for compliance, this committee monitors for fraud or
illegalities involving senior management, as well as for compliance with the Competition Law and the Foreign Corrupt
Practices Act, and reports directly to the Board of Directors. As a mechanism to prevent fraud or legal violations, in addition
to the Helpline, an internal reporting system (Hotline) linked directly to outside directors was established with the aim of

strengthening NGK's compliance structure.

Corporate Council

The meeting enables outside directors to exchange opinions with representative directors etc when proactive
recommendations for senior management are sought from outside directors regarding various management-related issues.

Nomination and Compensation Advisory Committee

Comprising a majority of outside directors, this committee attempts to ensure fairness and increase transparency related to
determining the appointment and remuneration of board members and officers by deliberating matters related to the
appointment and remuneration of board members and executive officers, Chief Executive Officer succession planning and
other matters, the results of which are reported to the Board of Directors.

Conference of Outside Directors and Outside Audit & Supervisory Board Members

Comprised exclusively of outside directors, these meetings facilitate an exchange of opinions regarding NGK management
issues, with the intent of proactively contributing to discussions at Board of Director meetings.

Hearing convened by Audit & Supervisory Board Members and Outside Directors

Comprised of Audit & Supervisory Board members and outside directors, these hearings gather information from internal
sources regarding the business environment and issues surrounding NGK.

Seminar held on new corporate governance scheme

The Legal Department of NGK convened an Informative Meeting for
Laws and Compliance on January 19, 2016 to apprise key personnel
of NGK's new corporate governance system. Attended by some 400
key personnel, the seminar detailed NGK's new corporate
governance scheme established in October 2015, along with basic
policy on corporate governance, in an effort to comply with Japan's
Corporate Governance Code that came into effect in June 2015.
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Corporate Governance

Whistle-blowing System

Helpline Establishment

We have established a helpline to receive inquiries and reports from employees aimed at curtailing and preventing activities
contrary to the spirit of the NGK Group Guidelines for Corporate Behavior and to facilitate the quick resolution when issues
occur. Each overseas Group company has its own helpline. Those seeking advice or reporting issues are promised
protection under corporate regulations.

Hotline Establishment

We have established a hotline as an internal control system for responding to fraud and legal infractions committed by
senior management, including Competition Law and Anti-Corruption laws and regulations violations. The hotline is operated
by outside lawyers, with issues handled by the Business Ethics Committee, composed mainly of external directors, who
report directly to the Board of Directors.

Board of Directors

Report helpline
activities

Recommendations/
Monitoring

CSR Committee Business Ethics Committee

® Fraud involving senior management (including instructions
and commands)/legal violations

@ Violation of Competition Law/ Anti-Corruption laws and regulations

i i Recommend formulations of corrective actions to
Helpline Secretariat Board of Directors and monitor status of implementation

® |mproprieties violating laws and regulations/
internal rules/corporate ethics difficult to
discuss with supervisors

Departmental and individual consultation,

"“’e‘,‘,',232,‘3,’;'"’12;‘;2‘?;?|';‘33_ﬂg’;‘ = Chief Competition Laws Compliance Officer/

Global Compliance Office/Legal Department

Report helpline
activities

Internal contact External contact .
(Legal Dept., etc.) (Lawyers) Outside Iawye rs

Helpline Hotline

NGK Group directors and employees
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Corporate Governance

External Directors and Outside Audit & Supervisory

Board Members

NGK appoints individuals who possess outstanding achievements and a wealth of experience from a variety of industries to
monitor director business execution in an attempt to realize stronger, more efficient management. Additionally, in terms of

external director independence, overall determinations are made with consideration for the Tokyo Stock Exchange
"Guidelines for Listing" to avoid conflicts of interest with general shareholders. Our two external directors are professionals
able to make objective, rational decisions, while our two Outside Audit & Supervisory Board Members provide opinions

mainly from social and financial perspectives.

Activities of Outside Directors and Outside Audit & Supervisory Board Members

Name
Hiroyuki
Kamano
External
Directors
Toshio
Nakamura
Name
Setsuo
Tanaka
Outside Audit
& Supervisory
Board
Members
Ichiro
Terato

Attendance at Board of
Director meetings

Attended all 14 Board of
Directors meetings

Attended all 14 Board of
Directors meetings

Attendance at
Board of Director
meetings

Attended all 14
Board of Directors
meetings

Attended 13 of 14
Board of Directors
meetings

Main activities

Mr. Kamano offers advice regarding

compliance structure enhancement and

management approaches for management

planning utilizing his substantial experience

and specialization as an attorney.

Mr. Nakamura offers opinions that clarify the

foundation of business decisions utilizing his
wide-ranging experience and achievements

in economic and industrial administration.

Attendance at Audit
& Supervisory Board
meetings

Attended all 14
Board of Corporate
Auditor meetings

Attended all 14
Board of Corporate
Auditor meetings

Current Independent Directors and Reasons for Appointment

Main activities

Mr. Tanaka offers advice pertaining
to enhancing risk management
systems utilizing his experience and
achievements in police
administration.

Mr. Terato provides opinions on
general management utilizing
experience and wide-ranging
knowledge gained in management
positions with The Bank of Tokyo-
Mitsubishi UFJ and the Nikon
Corporation.



Name Reasons for Appointment

Mr. Nakamura is expected to provide recommendations on all NGK management issues utilizing
substantial experience and wide-ranging knowledge accumulated throughout his career, during
which he served as Ministry of International Trade and Industry (now Ministry of Economy, Trade
and Industry) Trade Director and Small and Medium Enterprise Agency Secretary. At present, Mr.
Nakamura is an Executive Director at the Tokyo Chamber of Commerce and Industry, and has for
many years served in key positions that contributed to the promotion of commerce and industry.

Toshio
Nakamura,
Outside Director

Mr. Terato is expected to provide recommendations on all NGK management issues utilizing his
wide-ranging knowledge and vast experience as a corporate management professional
accumulated throughout his long career as corporate manager, during which he served as a Senior
Managing Executive Officer at The Bank of Tokyo-Mitsubishi, Ltd. (now The Bank of Tokyo-
Mitsubishi UFJ) and as a Director and Executive Vice President at the Nikon Corporation.

Ichiro Terato,
Outside Audit &
Supervisory
Board Members

Determination and Details of Policies Related to the Calculation Method for Aggregate
Director Remuneration

In April 2005, the Board of Directors decided to revise the director remuneration system by introducing performance-based
bonuses and stock-based compensation stock options to clarify directors' responsibility for achievement and enhance
fairness and transparency with the intent of stimulating motivation aimed at realizing corporate philosophy and management
policies. Based on this decision, and within the framework subsequently approved at the General Meeting of Shareholders,
director remuneration is determined in accordance with the following policies.

Moreover, regarding director and executive officer remuneration, the Nomination and Compensation Advisory Committee,
consisting of a majority of external directors, deliberate it , and the results of which are reported to Board of Directors in an
effort to ensure fairness and improve transparency of their remuneration decisions.

» Board policies and procedures in determining remuneration of the senior management and directors

Remuneration Determination Polices

Director remuneration consists of basic remuneration as fixed annual remuneration
Director Remuneration commensurate with management positions, a performance-based bonus and
(Excluding external directors) stock-related remuneration. External director and audit & supervisory board
member remuneration consists solely of basic remuneration.

Bonus system based on annual performance of each director (excluding external
Performance-based bonuses (An  directors) aimed at increasing connection to earnings and clarifying directors'
annual bonus) responsibility for achievement. Amount varies based on consolidated operating
income, net sales and ROE performance.

To further increase sensitivity toward NGK stock prices and consolidated earnings,
and to share not only the benefits when stock prices rise, but also the risks facing
shareholders when stock prices fall, as well as increase motivation and morale
with respect to increasing the stock price and consolidated earnings through
appropriate management, NGK grants stock-based compensation stock options at
an exercise price of ¥1 per share to directors (excluding external directors) in an
amount determined according to the relevant position. In principle, stock options
may be executed within a period of five years beginning no earlier than one year
after resignation.

Stock-related remuneration
(Long-term incentive)

Amount of audit & supervisory

. Determined through discussions with audit & supervisory board members
board member remuneration
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Remuneration of Directors and Audit & Supervisory Board members

Director category

Total
remuneration

(Millions of yen)

Directors
(excluding External
Directors)

Audit & Supervisory
Board Members
(Excluding Outside
Audit & Supervisory
Board Members)

External Directoos
and Outsinde Audit
& Supervisory
Board Members

Directors Receiving Total Remuneration of ¥100 Million or More

Director
Name
category
Taku .
Oshima Director

618

59

46

Company
category

Filing
company

Total remuneration by type (Millions of yen)

Basic
remuneration

354

59

46

Stock
options

87

Bonus

176

Retirement
benefits

Remuneration by type (Million yen)

Basic

remuneration

59
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option

16

Bonus

30

Retirement
benefits

Applicable
directors

(people)

12

Total
remuneration
(Million yen)

106



Corporate Governance

Approaches to Observe the Corporate Governance Code

In accordance with the basic principles of the Corporate Governance Code mandated by the Tokyo Stock Exchange, NGK's
implementation status is as follows:

Disclosure based on each principle of the Corporate Governance Code

* Principle 1-4. Policy regarding cross-shareholdings and standards with respect to the exercising of

voting rights as to cross-shareholdings

NGK maintains ongoing policies to hold listed shares that contribute to long-term business development aiming mainly at
maintaining and strengthening business relationships.

Shares of the Morimura Group, established by a common founder, are held with the intention of enhancing Group brand
value. This will contribute both to initiatives aimed at mutual improvements in management quality and industrial
developments focused on ceramics.

The significance of cross-shareholdings , as well as share prices, dividend yields, ratings and other details, are regularly
confirmed at Board of Director meetings to determine whether to maintain these holdings. Concrete explanations are
provided regarding the aim and rationale of holdings in the Securities Report.

Regarding the exercise of voting rights pertaining to cross-shareholdings, rights are exercised on the basis of whether
management places importance on improving corporate value in the held company and increasing shareholder profits
from both a mid- to long-term perspective as well as the point of view of whether the agenda item do not impair
shareholder profits.

* Principle 1-7. Procedural framework regarding related party transactions

Regarding transactions with directors and executive officers, the NGK Board of Directors approves items in accordance
with procedures related to conflict-of-interest transactions stipulated by the laws and regulations. At Board of Directors
meetings, which include independent outside directors, discussions and determinations are conducted from the
perspective of whether transaction details and terms are appropriate, and whether or not there will be any adverse
impacts on the company. The main details of transactions are disclosed in business reports and the Securities Report.
Transactions with audit & supervisory board members and major shareholders, which do not fall into conflict-of-interest
transactions by law, are handled as matters requiring board approval and disclosed in the same manner as above.

* Principle 3-1. Full Disclosure

1. Company objectives (e.g., business principles.), business strategies and bisiness plans;

NGK's corporate philosophy states "NGK products and technologies must create new value and contribute to the quality
of life." Business strategies and plans are disclosed in our Consolidated Financial Results as well as on our website.

2. Basic views and guidelineson corporate governance

Please see here for details regarding NGK's basic views on corporate governance. Furthermore, NGK's basic guidelines
on corporate governance are as follows:

(1) Securing the Rights and Equal Treatment of Shareholders
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NGK observes suitable procedures related to the execution of rights by shareholders, and provides information
sufficient in quality and amount to explain to shareholders through the timely and appropriate disclosure to fully
secure shareholder rights, including voting rights at the general meeting of shareholders.

(2) Appropriate cooperation with stakeholders other than shareholders

NGK attempts to create mid- to long-term corporate value and realize sustainable growth through the proactive
promotion of appropriate cooperation with a variety of stakeholders, including employees, customers, business
partners , creditors and local communities based on our corporate philosophy.

(3) Ensuring appropriate information disclosure and transparency

Aware that the appropriate disclosure of information ensures corporate management transparency, as well as
contributes to improved corporate governance, NGK proactively disseminates information pertaining not only to
financial information, such as the company's financial standing, operating results, but also non-financial information,
such as business strategies and business issues, risk, corporate governance.

(4) Responsibilities of the Board

Based on an awareness that the main duties of the Board of Directors is to indicate basic management policies and
supervise and monitor business execution by directors, NGK makes maximum use of various committees involved in
business execution and advisory committee members comprised mainly of outside directors to ensure directors are
sufficiently meeting their responsibilities.

(5) Dialogue with shareholders

Based on the recognition that constructive dialogues with shareholders are important to realize sustainable growth
and increase of corporate value over the mid- to long-term, NGK makes best effort to provide effective feedback to
management related to the opinions and concerns of shareholders through sincere responses to shareholder inquires
in conjunction with the relevant departments as necessary.

3. Board Policies and procedures in determining of the remuneration of the senior management and
directors

Remuneration policy

With the aim of providing motivation to realize NGK's corporate philosophy and management policies, as well as heighten
the transparency, fairness and clarity of director responsibilities, director (excluding outside directors) and executive
officer remuneration is comprised of three components

1. a level-based, fixed annual salary as basic remuneration,

2. an annual performance-based bonus to heighten the connection to company performance and further clarify the
fulfillment of responsibilities by each director, and

3. stock-related remuneration to boost motivation and morale aimed at enhancing corporate value over the mid- to
long-term through proper company management,

by sharing the shareholders' risk of declines as well as the merits of stock price increases and increasing sensitivity to
NGK share prices. In terms of the ratio of fixed annual remuneration to variable remuneration, from the perspective of
emphasis on maintaining and improving performance over the mid to long-term, NGK sets the performance-based
variable remuneration at an appropriate level.

Outside directors and audit & supervisory board members receive only basic remuneration based on their supervision of
management from an independent perspective and role as monitors; no performance or share price-based remuneration
is provided. In terms of amounts, resolutions at the regular general shareholders meeting held in June 2007, excluding
stock-related remuneration, namely stock options, capped annual compensation for directors at 800 million yen and
outside director compensation was capped at 30 million yen per year. Similarly, resolutions for director (excluding outside
director) stock options were limited to 200 million yen or less per year, while audit & supervisory board members
remuneration, etc., was capped at 100 million yen per year.

Remuneration procedure

Regarding directors' remuneration, the Nomination and Compensation Advisory Committee, which consists of majority of
outside directors to ensure fairness and increase the transparency of the process, deliberates on remuneration policy, the
overall limit of director and executive officer remuneration, as well as the amount of remuneration received by individual
directors and executive officers. The outcomes of the deliberations are then reported to the Board of Directors. Based on
the Committee's advice, the Board then decides on the remuneration for the directors and executive officers. Upon the
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board resolution, annual remuneration, including bonuses, is determined in consultation with representative directors.

In terms of specific procedures, the basic remuneration is determined by considering corporate performance and the level
of remuneration within the similar industry, with the amount set according to position or rank. Performance-based
bonuses, which are annual bonuses, are determined based on management indicators and increases/decreases in
performance, including annual consolidated operating margins, consolidated sales and consolidated ROE. In terms of
stock-related remuneration, as a long-term incentive, the allotment of stock remuneration-type stock options with a strike
price of 1 yen per share are determined in accordance with position or rank. In principle, conditions determining the
exercise of stock options stipulate that stock options can be exercised starting one year after a director's resignation for
no longer than a period of five years. The amount of remuneration for each audit & supervisory board members is
determined by discussion by audit & supervisory board members.

4. Borad Policies and procedures in the appointment of the senior management and the nomination of
directors and audit and supervisory board memeber candidates (Policies)

Nomination policy

NGK is a manufacturer in the business of providing ceramics and other materials and related products to a variety of
industries in a wide range of areas in and outside Japan. The senior management directors and executive officers
responsible for business execution, are required to engage in business judgments and decision-making based on
individual knowledge pertaining to each NGK business area, production technologies and research and development, as
well as financial, legal and labor-related knowledge. Similarly, standing audit & supervisory board members are also
required to conduct monitoring based on a specialized knowledge of finance, etc., and knowledge gained through
individual business experience. Accordingly, candidate nominations place importance on practical experience with
production technologies, research and development, sales and planning, etc., as well as leadership and financial, legal
and labor-related knowledge. Outside director and outside audit & supervisory board member candidates are nominated
for their high degree of specialization in law, corporate finance and other areas, as well as knowledge related to
international affairs, and social and economic trends. In accordance with NGK's Articles of Incorporation, the total number
of directors is limited to 15 or less.

The Nomination and Compensation Advisory Committee, consisting of a majority of outside director, deliberates on these
policies and the results of deliberation are reported to the Board of Directors.

Nomination procedure

Regarding the nominations of directors and audit & supervisory board members, each candidate's suitability is assessed
by all representative directors. With regard to audit & supervisory board member candidates, the approval of Audit &
Supervisory Board is obtained to ensure independence. Moreover, the Nomination and Compensation Advisory
Committee, established to ensure fairness and improve transparency in the nomination process, screens each candidate,
and the outcome of the deliberations is then reported to the Board of Directors. Based on the Committee's advice, the
Board of Directors approves the nomination of candidates and puts the matter to a resolution at a General Meeting of
Shareholders.

5. Explanations regarding the individual nomination and appointment when appointing director and
audit & supervisory board member candidates and the senior management

Concerning reasons for the appointment of the directors and executive officers elected at the 150th Annual Shareholders'
Meeting, please refer to "Convocation Notice of the 150th Annual Shareholders' Meeting," posted on our website
(http://www.ngk.co.jp/english/ir/). :

The reasons for the appointment of Audit & Supervisory Board Members (excluding Outside members) whose term of
office had not expired are as follows:

Takeyuki Mizuno : With business management experience focused on manufacturing, Mr. Mizuno was
involved in the establishment of the Ceramics Division for Semiconductor Manufacturing Equipment after
being engaged in technological development in the Ceramic Product Business Group. He also served as
Head of the Manufacturing Technologies Division and Chair of the Quality Committee and the Environmental
Committee. He was appointed as a Audit & Supervisory Board Member in consideration of the knowledge
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gained through these positions as well as his ability to monitor NGK business management.

Ken Sugiyama : After joining NGK, Mr. Sugiyama spent many years in the Finance Department, where he
served as General Manager. In addition to involvement in the business management of an overseas
subsidiary, he also has experience as head of the Auditing Department. He was appointed as an Audit &
Supervisory Board Member in consideration of his wealth of knowledge and experience related to financial
accounting and business auditing.

* Supplementary principle 4-1 (1). Summary of scope of senior management delegation

The NGK Board of Directors deliberates and determines matters prescribed to be resolved legally by the Board of
Directors, as well as the importance and disposition of items corresponding to these matters as items appropriate for
resolution at Board of Director meetings. The Board of Directors discusses management planning formulation and
management strategies required to establish strategic direction in order to realize NGK's corporate philosophy, which is
delegated to NGK senior managements who determine business-related matters based on this policy.

Items deliberated and determined by the Board of Directors are explicitly defined in NGK's Articles of Incorporation and
the regulations governing the Board of Directors. These mainly pertain to company-wide overall budgeting, corporate
dissolution, mergers, alliances and other strategic planning, share handling regulations, general meeting of shareholder
convocation notices, the appointment and dismissal of representative directors, approval of financial statements and
business reports, the disposal and acquisition of important financial assets (long-term holdings of marketable securities,
property, equipment, etc.), the appointment and dismissal of key employees and the establishment or restructuring of key
organizational structures.

NGK introduced an executive officer system in an attempt to achieve prompt decision-making by separating the
management decision-making and business execution functions. For matters other than the above, senior management
makes decision based on a separately prescribed administrative authority chart.

* Principle 4-9. Criteria for determining independence of independent outside director

In addition to the treatment of outside director under the Companies Act, as well as the requirements for independent
directors as established by the Tokyo Stock Exchange, NGK assumes that directors meeting any of the following
conditions are not able to be considered as independent and outside director (hereinafter, "independent outside director").
However, even if any of these conditions apply to a person, NGK will consider the person to be appropriate as an
independent outside director in light of their character or insights, sufficiently meeting the requirements for an outside
director under the Companies Act and an independent director as defined by the Tokyo Stock Exchange. These persons
are able to become independent outside director on the condition that a public explanation is provided as to the reasons
they are thought to be appropriate as an NGK independent outside director.

Within this determination criterion, managing director means company managing directors, executive officers and
corporate officers as well as managers and other employees, and NGK Group means NGK and its subsidiaries and
affiliated companies.

1. Major shareholders, who at present possess 10% or more of ownership voting rights in NGK. If major shareholders are
corporations, the managing directors of such corporations employed during the three most recent fiscal years.

2. Current managing directors of suppliers with whom transactions account for 2% or more of consolidated net sales of
either the supplier or NGK Group in any of the last three fiscal years, including the most recent.

3. Managing directors employed during the three most recent fiscal years at financial institutions or other corporations
that are major creditors upon which NGK depends and for which there are no alternatives and are indispensable in
terms of NGK Group fund procurement.
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4. Current directors or officers employed during the three most recent fiscal years at organizations receiving annual
contributions or assistance from NGK Group in amounts exceeding 10 million yen or 30% of average annual
expenses, whichever is larger.

5. Certified public accountants, tax accountants or members of auditing firms or tax accountancies employed by NGK
Group as accounting auditors or accounting advisors during the three most recent fiscal years.

6. Attorneys, certified public accountants, tax accountants or consultants other than those mentioned above who during
any of the three most recent fiscal years including last fiscal year has obtained annual profit of 10 million yen or more
in cash or other financial assets from NGK Group apart from officer remuneration, or who are members of law offices,
auditing firms, tax accountancies, consultancies or organizations providing advice other than those mentioned above
who during any of the three most recent fiscal years including last fiscal year have received 2% or more of
consolidated total sales payments received from NGK Group.

7. Managing directors during the last three fiscal years including the most recent fiscal year of companies for which NGK
is a major shareholder at present.

8. Relatives, including the spouse, parents, relative in the second degree or offspring of anyone indicated in 1-7 above.

Supplementary principle 4-11 (1). View on the balance between knowledge, experience and skills of the

board as a whole, and on diversity and board size

NGK's Board of Directors is comprised of individuals who possess practical experience and leadership in each of our
business areas, including manufacturing technologies, research and development, sales and planning, as well as
financial, legal and labor-related knowledge. The Board also includes individuals from outside the company who are
highly independent and possess a high degree of specialization in law and corporate finance as well as knowledge
pertaining to international affairs, and social and economic trends. In accordance with the Articles of Incorporation, the
number of directors is limited to 15 people. NGK recognizes that the promotion of women and foreigners is an important
issue to be examined from the perspective of being necessary for the expansion of business going forward.

Supplementary principle 4-11 (2). Director and audit & supervisory board member concurrent

appointment as directors at other listed companies

Every year, NGK discloses the status of concurrent appointment of the Company's directors and audit & supervisory
board members at other companies in general meeting of shareholder convocation notices, Securities Reports and
reports pertaining to corporate governance.

Supplementary principle 4-11 (3). Summary of analysis and assessment results pertaining to the

efficacy of the Board of Directors

It is assumed that NGK's Board of Directors functions effectively, engaging in lively discussions and conducting
proceedings appropriately in accordance with laws and regulations, the Articles of Incorporation, and internal rules. The
Board of Directors conducted a survey of directors and auditors on the effectiveness of the Board for the fiscal year
ended March 2016. The survey result was analyzed and assessed by a third-party organization, and findings were
reported to the Board of Directors. According to the assessment, there are no issues with regard to the effective
functioning of NGK's Board of Directors. The Board deliberates important matters sufficiently as a conference body with
transparency and an optimal balance. The assessment, however, also points out that discussions at the Board should
focus more on strategically important, long-term issues.

Based on this assessment result, NGK continues to secure and reinforce the effectiveness of the functioning of the
Board.
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* Supplementary principle 4-14 (2). Policies on the training of directors and audit & supervisory board

members

In light of the directors and audit & supervisory board members' obligation for good manager's duty of cares, NGK has
adopted the following training polices aimed at providing opportunities for learning that will enable these individuals to
fulfill their responsibilities as management professionals and executive supervisors.

1. Corporate governance and compliance-related training involving the Companies Act, the Financial Instruments and
Exchange Act and the Competition Law for internal directors.

2. With regard to outside director, we provide individual explanations concerning mainly Board of Director meeting
proposals facilitated by personnel from relevant business divisions, as well as regular opportunities for the provision of
information and exchange of opinions pertaining to business environment and related issues.

» Principle 5-1. Policies related to the establishment of systems and initiatives aimed at promoting

constructive dialogue with shareholders

NGK is engaged in the maximization of corporate value through two-way communication with shareholders and investors,
including efforts to provide accurate and timely explanations regarding management conditions and polices. NGK makes
best effort to promote constructive dialogue through sincere responses to requests for interviews with shareholders and
investors, questions raised at general shareholder meetings and inquiries sent through NGK's website, which are
facilitated under the guidance of the directors in charge of the Finance and General Affairs departments, which work in
close cooperation with the Corporate Strategy Office, the Public Relations Office and Legal Department when necessary.
NGK also places importance on direct dialogue with institutional investors, conducting biannual earnings presentations
and overseas IR road shows led by senior managements.

The details of these dialogues are regularly reported to the Board of Directors. This management feedback is used to
improve management efficiency and transparency.

Shareholder and investor dialogues are conducted with the objective of increasing corporate value and capital efficiency,
as well as promoting sustainable growth. The disclosure of material information not already publicly available within the
context of these dialogues constitutes damage to the equality between shareholders. In principle, NGK does not disclose
unannounced material information.

Reasons for not implementing each principle of the corporate governance code

* Principle 4-8. Appointment of two or more independent outside director

At present, NGK's Board of Directors includes two outside director whose appropriate role is the strengthening of
corporate governance through recommendations related to overall NGK management. One of them is paid expenses
related to their commission as chairperson of a separately installed independent committee, and is not registered as an
independent director.

Although this outside director is not registered as an independent director, there is no relationship of special interest with
NGK. The company determines that this outside director independent is sufficiently fulfilling their expected role as
independent from management, providing the Board of Directors with an outside perspective based on experience and
knowledge, including minority shareholders.

The other outside director is registered as an independent director, fulfilling an important role in terms of sustainable
corporate growth and midf to long-term corporate value improvement by providing the Board of Directors with
recommendations based on their experience and knowledge.

In light of the demand for the appointment of two or more independent outside director in the recent Corporate
Governance Code, NGK will consider how this condition will be met going forward.

» Click here for related information.
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Corporate Governance

Internal Control Systems

The Board of Directors and the executive bodies overseen by the president are responsible for establishing and operating
NGK's internal control system. The Auditing Department, a specialized internal audit body, is responsible for assessing the
status of business execution at each operating division. Moreover, NGK has established the Internal Controls Committee to
manage its reporting system for internal controls pursuant to Japan's Financial Instruments and Exchange Act.

The NGK Group Guidelines for Corporate Behavior were formulated as a policy embodying the Group's corporate
philosophy. These guidelines specify the Group's fundamental stance with respect to business activities and corporate
behavior to ensure it remains a company that is beneficial to society, even in the pursuit of its economic goals. The CSR
Committee, under which Compliance Subcommittee, Security Subcommittee, and Social Contribution Subcommittee are
organized, is responsible for a range of activities that include formulating NGK Group Guidelines for Corporate Behavior,
ensuring compliance with laws, regulations and corporate ethics is fully entrenched throughout the Group, and developing
responses to incidents and accidents which it believes could significantly impact the Company. The Committee's actions are
designed to maintain and improve the level of the Group's internal control system.

Please note that the "resolution for the development of systems to ensure the appropriateness of operations" was amended
at a Board of Director meeting held on December 21, 2015.
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Corporate Governance

Corporate Governance Enhancement

Ongoing structural enhancements aimed at strengthening corporate governance include the introduction of an executive

officer system and an external director system to improve the management supervision and monitoring functions and

facilitate recommendations with respect to overall management.

April 1999

April 2003

June 2005

July 2005

April 2007

June 2010

July 2011

April 2015

June 2015

December
2015

Formulated Guidelines for Corporate Behavior

Revised to NGK Group Guidelines for Corporate Behavior

Introduced an executive officer system

Introduced a stock option

Introduced an external director system

Established the CSR Committee

Established the CSR Office

Appointed independent directors

Major revision to NGK Group Guidelines for Corporate
Behavior

Signed on to UN Global Compact

Established the Global Compliance Office

Established committees for corporate governance
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CSR Management

CSR Activities Concepts and Systems

The NGK Group aims to realize its corporate philosophy through the provision of products and services that will bring new
value to society and contribute to the creation of a better social environment. We will fulfill our social responsibilities through
these activities, establishing and continually strengthening CSR objectives to meet the expectations and earn the trust of
society.

CSR objectives are developed every year based on the CSR Promotion Items in line with the NGK Group Guidelines for
Corporate Behavior.
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NGK Group Guidelines for
Corporate Behavior

Corporate Philosophy

NGK Products and Technologies Must Create New Value and Contribute to the Quality of Life.

s o

Behavior guidelines for malzing
our corporate philosophy

Realization of Corporate

Philosophy

Responding to the trust and

expectations of society

How to Engage

i n Business Activities

Act with sincerity from
a strong ethical stance

As a Member
of Society
Sustainably develop in

partnership with scciety

Elght CSR actions establishad
to match the eight actions In the
Guidelinas for Corporate Bahavior

Provision of products that
contribute to better social
environment

Disclosure of corporate
information

Thorough enforcement of
compliance /
Risk management

Respect of humanity and
assurance of comfortable
working environment

Implementation of fair, free
and transparent transactions

Coordination with local
communities and promotion
of contribution to the society

Behavioral Guidelines

Guidalinas indicating how to conduct cnasalf in daily work
activities basad on the Guidelines for Corporate Behavior

Detailed objectives in accordance with eight actions
Formulate annual activities plan for each objective

® Development and provision of products and services
that help to preserve the natural environment

® Development and provision of products and services
that embody safety and reliability

® Realization of higher quality products and services

® Enhancement of corporate information disclosure
® Consistent improvement of internal controls relating to
financial reporting

® Thorough promulgation of the NGK Group Guidelines
for Corporate Behavior through education

® Reinforcement of the risk management system

® Respect and protection of intellectual property rights

® Creation and consistent improvement of a framework
for information security

® Strict adherence to the Anti-Monopoly Act, Subcon-
tract Act,and other laws and regulations pertaining to
business transactions

® Strict adherence to laws and regulations relating to
export management

® Maintenance and consistent improvement of safe and
comfortable working environments

® Davelopment of human capital and recruiting of human
resources across the Group

® Utilzation of diverse human resources

® Support for better balance between work and home
life /childrearing

® Fair and honest evaluation of procurement partners,
and extensive resource diversification
® Promotion of CSR procurement

® Prevention of global warming

® Adoption of environmentally friendly production processes
® Promotion of resource recycling

#® Strengthening of global environmental management

® Provision of scholarships and living assistance to foreign
studants

® Cooperation with local communities, labor unions, and
NPOs in social contribution activities

® Support for volunteer activities by employees

® Communication with customers and procurement partners

® Interaction with local communities via plant tours and
open house events

® CSR Talk Live (Discussions on implemanting CSR with
every employee class)

Review activities
according to plans each year

» Corporate Philosophy, and NGK Group Guidelines for Corporate Behavior
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CSR Management

Establishing CSR Promotion Items (Materiality)

Aiming to develop a sustainable society and in consideration of a variety of stakeholder demands, the NGK Group
established eight items from NGK Group Guidelines for Corporate Behavior as CSR promotion items determining the
specific objectives and achievements for each item. Each year, we verify the achievement status of each objective in an
attempt to continuously improve these efforts.

» CSR Activity Objectives and Achievements

Process of identifying materiality

The NGK Group has identified specific CSR Promotion Items, which constitute our CSR materiality, based on the Corporate
Philosophy and the Guidelines for Corporate Behavior. In establishing the CSR promotion items that constitute an integral
part of our core values and principles along with the Corporate Philosophy and the Guidelines for Corporate Behavior, we
took social trends and needs into consideration and developed systems for information disclosure and promotion.

In line with this policy, we will address the needs of the times appropriately, based on feedback from our stakeholders and
readers of this report.
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Process of establishing CSR Promotion Items

1986

1999

2008

2009

2011

Formulated the Corporate Behavior Principles, Management
Philosophy, and code of conduct

Formulated the Guidelines for Corporate Behavior

Revised the NGK Group Guidelines for Corporate Behavior

The Guidelines were revised and positioned as guidelines for
implementing the Corporate Philosophy from the Corporate
Philosophy and CSR viewpoints. With due consideration paid
to changes in social issues, the Guidelines set forth the ban on
entertainment and gifts for the purpose of gaining dishonest
profits, and initiatives for achieving a sound work-life balance.

Established CSR Promotion Items

The CSR of the NGK Group was defined as activities to realize
our corporate philosophy, and the following promotion items
(issues of materiality) were identified.

(1) Provision of products that contribute to a better social
environment

(2) Disclosure of corporate information

(3) Thorough enforcement of compliance; Risk management
(4) Respect for humanity and assurance of a comfortable
working environment

(5) Implementation of fair, free, and transparent transactions
(6) Preservation of the global environment

(7) Coordination with local communities and promotion of
contributions to society

(8) Communications with stakeholders

Revised the NGK Group Guidelines for Corporate Behavior

To meet social demands, such as 1ISO26000, more
appropriately, the Guidelines for Corporate Behavior were fully
integrated with the CSR Promotion Items to represent a
comprehensive corporate principle.
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CSR Management

CSR Promotion Framework

To promote CSR activities, the NGK Group has established the CSR Committee, the Environmental Protection Committee,
the Quality Committee, the Safety and Health Committee and the Internal Controls Committee. In terms of legal and
corporate ethics compliance activities, the CSR Committee discusses items necessary to assist decision-making by the
president and CSR Committee chair, provides support in matters determined to potentially have a substantial impact on the
company with respect to legal or ethical considerations, incidents or accidents, reviews and evaluates the promotion plans of
each subcommittee, and conducts a wide range of activities, including the discussion of CSR-related items, determined to
be important by the committee chair.

CSR Committee

Chair: Diractor and Sanior
Vica Prasident

Members: Executive Vice

President, Group
Executives and other

Compliance — Helpline

Subcommittee

Security
Subcommittee

members appointed
bﬁ the Commillee
chairman

Social Contributions
Subcommittee

W  Environmental Protection
Committee

President [== Chair: Director and Senior Vice President

— Quality Committee

Chair: Director and Senior Vice President

amm Safety and Health Committee

Chair: Director and Senior Vice President

— Internal Controls Committee

Chair: Director and Senior Vice President

» About the Roles and Functions of Each Committee
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CSR Management

Targeted Stakeholder and Response Policies

The NGK Group promotes an understanding of our business among customers, suppliers, shareholders, investors,
employees and regional communities, continuously improving our activities and initiatives through dialogues with all our
stakeholders.

Shareholders
and Investors

Regional

Communities Employees

Connection with Customers

To earn and maintain the trust of customers, we engage in the creation of new value through the provision of products and
services realizing global environmental conservation and social safety and peace of mind from a long-term and global
perspective.

» Quality Policy

Connection with Suppliers

With a basic policy centered on the three principles of openness and fairness, partnership and relationship with society, the
NGK Group is engaged in fair, free and transparent business transactions with the procurement partners in our supply chain.
We also established a supplier helpline to provide unwavering support for important inquiries in an effort to build and
maintain fair supplier relationships.

» Basic Purchasing Policy
» Supplier Helpline
» Supply chain: Fair and honest evaluation of procurement partners, and extensive resource diversification

Connection with Shareholders and Investors

The NGK Group aims to meet expectations for enhanced corporate value through dialogues and efforts to disclose
information pertaining to management, finance, products, and services in a timely and appropriate manner.

Employees

The NGK Group strives to create a safe and comfortable workplace environment with respect for employee humanity. We
also support the growth of human resources and fair treatment enabling each employee to maximize their skills.

» Basic Policy on Human Resource Development

Regional Communities

We proactively engage in social contribution activities in response to community needs with the intent of becoming a
corporate citizen trusted by society with concern for social issues in all countries and regions where we do business.
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CSR Management

Human Rights Initiatives

Having established respect for humanity in its Guidelines for Corporate Behavior, the NGK Group uses its intranet, which is
available to all domestic Group company employees, to explain and disseminate the United Nations "Universal Declaration
of Human Rights"*1 and "Guiding Principles on Business and Human Rights." *2 The NGK Group took advantage of its
participation in the UN Global Compact in April 2015 as an opportunity to proactively spread awareness about the protection
of human rights, and in May, conducted a seminar providing an overview of the UN Global Compact and an explanation of
its proposals for the protection of human rights among other efforts to spread awareness about the importance of protecting
human rights through compliance training.

Moreover, NGK participates in the human rights workshop organized by the Global Compact Network Japan, studying
human rights initiatives. We are also producing materials for internal seminars and training sessions on human rights.

» Compliance Training

*1 Adopted on December 10, 1948 at the Third United Nations General Assembly Session, this declaration expresses the
rights to which all human beings in all nations are inherently entitled (General Assembly Resolution 217 (lll)). The formal
name is the Universal Declaration of Human Rights.

*2 UN Guiding Principles on Business and Human Rights: Based on the "Report on Human Rights and Transnational
Corporations and Other Business Issues" by John Ruggie, UN Secretary-General's Special Representative for Business and
Human Rights (at that time).

Networ< Japan
WE SUPPORT

The UN Global Compact is a global framework for realizing sustainable growth through companies and organizations acting

as good members of society. Participating corporations support ten principles in the areas of human rights, labor, the
environment and anti-corruption required in the practice of corporate activities.

[The Ten Principles of the UN Global Compact]

Human Rights

Principle 1: Businesses should support and respect the protection of internationally proclaimed human rights; and
Principle 2: make sure that they are not complicit in human rights abuses.

Labor

Principle 3: Businesses should uphold the freedom of association and the effective recognition of the right to collective
bargaining;

Principle 4: the elimination of all forms of forced and compulsory labor;

Principle 5: the effective abolition of child labor; and

Principle 6: the elimination of discrimination in respect of employment and occupation.

Environment
Principle 7: Businesses should support a precautionary approach to environmental challenges;
Principle 8: undertake initiatives to promote greater environmental responsibility; and
Principle 9: encourage the development and diffusion of environmentally friendly technologies.
Anti-Corruption
Principle 10: Businesses should work against corruption in all its forms, including extortion and bribery.

» Related News
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CSR Objectives and Achievements

*Evaluation standards: CTarget achieved & 80% or more of target achieved * Less than 80% of target achieved

Provision of Products that Contribute to Better Social Environment

E FY2015 Plan and Targets m FY2015 Activities Summary FY2016 Plan and Targets

Development and Provision of Products and Services That Help to Preserve the Natural
Environment

Increase sales growth rate for
environmental products by 60%
or above by fiscal 2020
(compared to fiscal 2013).

NAS battery (wider use of
renewable energy)

DPF, HONEYCERAM, NOx
sensor (automobile exhaust gas
purification)

Low-Level Radwaste Treatment
System(NGK Group)

Strengthen production system in Strengthened global production

response to market trends for system in response to expanding O
automotive-related demand for automotive-related
products.(NGK Group) products. (NGK Group)

Enhancement of Quality of Products and Services, Development and Provision of Safe and Secure
Products and Services

Conduct rigorous design

verification and reliability Achieved zero major market

evaluation to achieve zero major
market complaints. Reduce
defect costs through optimization
and standardization of
manufacturing conditions. (NGK
Group)

complaints in more than 90% of
the entire Group divisions; failed
to reduce defect costs at around

50%. (NGK Group)

Disclosure of Corporate Information

ﬂ FY2015 Plan and Targets m FY2015 Activities Summary FY2016 Plan and Targets

Enhancement of Corporate Information Disclosure

Enhance and continue to provide
fair and honest information
disclosure in a timely and
appropriate manner. (NGK
Group)

Conducted ongoing fair and
honest information disclosure in

a timely and appropriate manner.

NGK Grou

Conduct rigorous verification for
modifications and changes to
eliminate risks associated with
design and manufacturing. (NGK
Group)

Enhance and continue to provide
fair and honest information
disclosure in a timely and
appropriate manner. (NGK
Group)

Consistent Improvement of Internal Controls Relating to Financial Reporting

Curtail and clearly improve items

identified by audits. (NGK Group)

Improved all items identified by
audits within the fiscal year.

(NGK Group)
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Raise efficiency in assessment
and audit of processes rated
favorably in the previous fiscal
year. (NGK Group)

Thorough Enforcement of Compliance; Risk Management

Raised efficiency in assessment
and audit of processes rated

favorably in the previous fiscal

year. (NGK Group)

O

Raise efficiency in assessment
and audit of processes rated
favorably in the previous fiscal
year. (NGK Group)

E FY2015 Plan and Targets m FY2015 Activities Summary FY2016 Plan and Targets

Thorough Promulgation of the NGK Group Guidelines for Corporate Behavior Through Education

Continue thorough awareness
and inculcation of NGK Group
Guidelines for Corporate
Behavior and behavioral
guidelines. (NGK Group)

Familiarized employees with
career training, created a paper
on awareness summarizing
quidelines for corporate behavior
distributed to all employees.

(NGK Group)

Reinforcement of the Risk Management System

The CSR Committee will
regularly follow-up on the status
of Company-wide risk
countermeasures.(NGK Group)

Conduct CSA questionnaires.
(NGK)

CSR Committee met three times
followed up on status of risk
countermeasures. (NGK Group)

Conducted CSA questionnaires
for a total of 1,703 employees,
including executive officer and
audit & supervisory board

member. (NGK)

Respect and Protection of Intellectual Property Rights

Conduct awareness programs
for manager-level employees.
(NGK)

Continue to conduct small group

discussion-based seminars for
young engineers. (NGK)

Conducted an awareness
program for manager-level
employees, inviting external
experts, in which around 100
employees participated. (NGK)

Conducted five small group
discussion-based seminars for
young engineers in the R&D and
business divisions, attended by a
total of 62 employees. (NGK)
Provided e-learning programs for
basics of patents, attended by a
total of 136 employees. (NGK)

O

Continue thorough awareness
and inculcation of NGK Group
Guidelines for Corporate
Behavior and behavioral
guidelines. (NGK Group)

The CSR Committee will
regularly follow-up on the status
of Company-wide risk
countermeasures. (NGK Group)

Conduct CSA questionnaires for
directors and managers in Group
companies in Japan. (NGK
Group)

Conduct awareness program for
manager-level employees.
(NGK)

Continue to conduct small group
discussion-based seminars for
young engineers and provide
e-learning programs for basics of
patents. (NGK)

Creation and Consistent Improvement of a Framework for Information Security

Complete group-wide
compliance with the Microsoft
Edge browser ahead of the
phase-out of Internet Explorer in
January 2016. (NGK Group)

Followed up on security
measures and software
management status at four
overseas Group companies, and
provided individual guidance for
inadequate efforts. (NGK Group)
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Continue to follow up on security
measures and strengthen
software licensing management.
(NGK Group)



Strict Adherence to the Anti-Monopoly Act, Subcontract Act, and Other Laws and Regulations
Pertaining to Business Transactions

Conduct programs to thoroughly
instill awareness of competition
law compliance. (NGK Group)

Anti-corruption Measures

Provide training on anti-bribery
regulations involving foreign
public officials. (NGK Group)

Revised the competition law
compliance rules of each Group
company and built an
appropriate compliance system
according to international
standards. Set up the Global
Compliance Office to strengthen
the relevant structures. (NGK
Group)

Considerably increased training
opportunities directed at
overseas Group companies, of
which 26 received training. (NGK
Group)

Revised the competition law
handbook and distributed a new
edition to NGK and Group
companies in Japan. Held
briefing sessions in each
business group to increase
understanding of its content.

(NGK Group)

Established internal anti-bribery
rules, including ethical
standards. (NGK Group)
Provided training on anti-bribery
requlations involving foreign
public officials, as part of
expatriate training. (NGK Group)
Provided training on anti-bribery
regulations at overseas Group
companies. (NGK Group)

Introduce e-learning programs to
increase training opportunities.
(NGK and domestic Group
companies) Create overseas
editions of the competition law
compliance handbook (U.S.,
China)

Revise the Compliance Card.
(NGK and domestic Group
companies)

Launch e-mail archiving systems
for Group companies (Japan and
u.s.)

Launch internal anti-bribery rules
involving foreign public officials.
(NGK Group)

Provide training for anti-bribery
regulations involving foreign
public officials. (NGK Group)

Strict Adherence to Laws and Regulations Relating to Export Management

Conduct measures to increase
understanding of the
import/export handbook. (NGK)

Organized 17 training sessions
for responsible persons from
each division to raise awareness
of the importance of the
import/export handbook,
attended by a total of approx.
350 persons. (NGK)

Inculcate thorough awareness of
import/export handbook. (NGK)

Respect of Humanity and Assurance of Comfortable Working Environment

E FY2015 Plan and Targets m FY2015 Activities Summary FY2016 Plan and Targets

Maintenance and Consistent Improvement of Safe and Comfortable Working Environments

Focus efforts on safety training
to prevent accidents before they
occur. (NGK)

Provided safety training for
individual issues at relevant
organizations, focusing on
improving awareness and
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Focus efforts on safety training
to prevent accidents before they
occur. (NGK Group)



Promote 5S workplace
certification activities, continue to
develop company-wide. (NGK)

Continue health management for
employees who routinely work
long hours. (NGK)

familiarization of emergency

actions. (NGK)

Horizontally deployed successful
case studies developed
company-wide. (NGK)

Continued to offer health
management programs, in which

226 employees participated.
NGK

O

O

Promote 5S workplace
certification activities, continue to
develop company-wide. (NGK)

Continue health management for
employees who routinely work
long hours. (NGK)

Development of Human Capital and Recruiting of Human Resources across the Group

Plan highly effective human
resource training. (NGK)

Promote systematic training in
attempt to strengthen onsite
capabilities. (NGK Group)

Ongoing language training (Goal:
80% of new hires score 600 or
higher on the TOEIC). (NGK)

Promoted systematic training
through approximately 120

programs. (NGK)

Organized training programs to
strengthen onsite capabilities,
using certified in-house
instructors with appropriate
experience and expertise. (NGK

Group)

80% of new hires achieved a
TOEIC score of 600 points or
higher. (NGK

Utilization of Diverse Human Resources

Maintain disabled employment
rate at 2.0% or higher, as
required by law. (NGK)

Continue to encourage use of
systems for transferring to main
career track positions. Increase
the ratio of new female graduate
employment against male
employment. (NGK)

Support for Better Balance between Work and Home Life/Childrearing

Work with labor union to promote
rectification of long working
hours. (NGK)

Achieved the 2.18% legally
mandated ratio. (NGK)

Ten employees transferred to
main career track positions. New
female graduate employment
ratio increased to 40.3% from
23.7% in the previous fiscal year.

NGK

In_cooperation with the workers'
union, reviewed causes of
increasing overtime work hours
and examined and conducted
improvement actions, producing
record-breaking results: more
than 99% of employees used six
or more granted days of paid
leave, for the third consecutive
year; the average number of
used days of granted paid leave
exceeded 10.0, for the fifth or
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Plan highly effective human
resource training. (NGK)

Promote systematic training in
attempt to strengthen onsite
capabilities. (NGK Group)

Ongoing language training (Goal:
80% of new hires score 600 or
higher on the TOEIC). (NGK)

Maintain disabled employment
rate at 2.0% or higher, as
required by law. (NGK)

Raise career awareness of
female employees and provide
them with opportunities to
demonstrate their potential.
Increase the ratio of new female
graduate employment and
diversity of job assignment for
females. (NGK)

Work with labor union to promote
rectification of long working
hours. (NGK)



Increase use of expanded
childrearing support measures.
(NGK)

more consecutive year; and the
use rate of granted paid leave
exceeded 60%, for the fifth or

more consecutive year. (NGK)

A total of 39 employees (29
females and 10 males) used
systems to take childcare leave
of absence; and a total of 53
employees used reduced
working hours options for
parents of young children. (NGK)

O

Increase use of expanded
childrearing support measures.
(NGK)

Fair and Honest Evaluation of Procurement Partners and Extensive Resource
Diversification

ﬂ FY2015 Plan and Targets m FY2015 Activities Summary FY2016 Plan and Targets

Fair and Honest Evaluation of Procurement Partners, and Extensive Resource Diversification

Conduct assessments, focusing
on new and important suppliers
(representing around 10% of all
applicable). (NGK)

Discuss BCP measures with
individual suppliers, considering
specific business relationships.

Visited and assessed a total of
103 suppliers (representing
around 10% of all applicable),
consisting of 13 new and 90
existing companies. (NGK)

Discussed BCP measures with
individual suppliers, considering
specific business relationships.

(NGK)

O

O

Conduct assessments, focusing
on new and important suppliers
(representing around 10% of all
applicable). (NGK)

Discuss BCP measures with
individual suppliers, considering
specific business relationships.
(NGK)

(NGK)

Promotion of CSR Procurement

Maintain ongoing activities
through reconfirming
understanding and agreement of
suppliers. (NGK Group)

Maintain ongoing activities
through reconfirming
understanding and agreement of
suppliers. (NGK Group)

Obtained written agreements O
from suppliers. (NGK Group)

Preservation of Global Environment

ﬂ FY2015 Plan and Targets m FY2015 Activities Summary FY2016 Plan and Targets

Prevention of Global Warming

In Japan:
Curb CO2 emissi In Japan
;e emissions. Reduced CO2 emissions by 9.3% Basic unit per net sales: Reduce
ge\éau%aen-COZ emissions by 10% compared to fiscal va_com ared fo fiscal 1990 (191,000 fons). by A i
1990 (190,000 tons or less); byy 20% compared to fiscal o compared fo fiscal 2070 in terms of by 9% or more Compared to
2010 in terms of basic unit per net sales. %Mm Tsafes. Overseas X
Overseas: ) verseas: fiscal 2013. (NGK Group)
Reduce by 5% or more compared to fiscal 2010 in terms Reduced by 34% compared to fiscal 2010 in O
of basic unit per net sales. (NGK Group) Terms of basic unit per net sales. (
Group

Adoption of Environmentally Friendly Production Processes

Increase adoption of innovative
processes in overseas sites,
particularly for building new

Innovative processes developed
by NGK and introduced to O
overseas sites entered the mass

Promote the development of
innovative process technologies
for overseas locations. (NGK
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Group)

Promote energy conservation
measures on general purpose
equipment at Group companies
in Japan and overseas. (NGK
Group)

production phase. (NGK Group)

To promote voluntary energy-
saving efforts at Group
companies, created energy-
saving gquidelines and a list of
best practices and distributed
them to each Group company
inside and outside Japan. (NGK

Group)

Promotion of Resource Recycling

Curb amount of discarded
materials generated.

In Japan:

Reduce by 10% compared to
fiscal 2010 in terms of basic unit
per net sales.

Overseas:

Reduce by 5% compared to
fiscal 2010 in terms of basic unit
per net sales.

(NGK Group)

Promote and establish routine
operations for resource recycling
efforts in accordance with
conditions in each country. (NGK
Group)

In Japan:
Reduced by 19% compared to

fiscal 2010 in terms of basic unit
per net sales.

Overseas:

Reduced by 40% compared to
fiscal 2010 in terms of basic unit
per net sales. (NGK Group)

In Japan:
Maintained recycling rate level of

at least 99%.

Overseas:

Established sorting management
systems at each base, and set
appropriate recycling rate
targets. (NGK Group)

Strengthening of Global Environmental Management

Focusing on overseas Group
companies, identify issues, and

consider improvement actions as

necessary. (NGK Group)

Identified overseas Group

company bases that need to

improve risk control and clarified

issues. (NGK Group)

O

factory lines, introducing the
latest facilities and expanding
production capacity. (NGK
Group)

Basic unit per net sales: Reduce
13% compared to fiscal 2013.
(NGK Group)

Maintain recycling rate of at least
99% in Japan. (NGK Group)

Support bases that need to
improve risk control; change
regulatory value control methods,
shifting focus from point-based to
trend-based management. (NGK
Group)

Coordination with Local Communities and Promotion of Contribution to the Society

ﬂ FY2015 Plan and Targets m FY2015 Activities Summary FY2016 Plan and Targets

Provision of Scholarships and Living Assistance to Foreign Students

Maintain support to foreign
students. (NGK)

Continue to hold language
classes and cross-cultural

exchange meetings led by
foreign students conducted

Provided housing for 32 students
from four countries and
scholarships for 20 students from
12 countries. (NGK)

Held 20 Chinese language
classes, and hosted 10 cross-
cultural exchange sessions with
foreign students from India,
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Maintain support to foreign
students. (NGK)

Continue to hold language
classes and cross-cultural

exchange meetings led by
foreign students conducted



Canada, Sweden, Turkey,
France, Vietham Malaysia,

within and outside the company. within and outside the company.

(NGK) China, and Korea. (NGK) (NGK)

Sent New Year's greetings to

approximately 300 supported

students, including alumni; and
Distribute information after issued NGK International O Distribute information after
support ends. (NGK) Friendship Club Membership support ends. (NGK)

Cards for students at the
expiration of the support period.

(NGK)

Cooperation with Local Communities, Labor Unions, and NPOs in Social Contribution Activities

Received 70 articles from Group

Ascertain activity status and ) } - Ascertain activity status and
e companies on social contribution R

maintain distribution of activities. and posted several on maintain distribution of

information connected to the - £ O information connected to the

NGK' s website as part of
corporate information sharing.

(NGK Group)

upcoming activities at each
Group company.(NGK Group)

upcoming activities at each
Group company. (NGK Group)

Support for Volunteer Activities by Employees

Continued to provide employees
with various types of volunteer

Continue to create an activity opportunities, including: Continue to create an
environment enabling employees assistance at science events, Q environment enabling employees
to easily take part in volunteer participation in Table for Two to easily take part in volunteer
activities. (NGK) (TFT), assistance at marathon activities. (NGK)

races, NGK Eco Point System,
and tree-planting projects. (NGK)

Communications with Stakeholders
E FY2015 Plan and Targets m FY2015 Activities Summary FY2016 Plan and Targets

Communication with Customers and Procurement Partners

Hold earnings results Held earnings results Hold earnings results
presentations for major presentations for 131 major Q presentations for major
suppliers. (NGK) suppliers. (NGK) suppliers. (NGK)

Continue to operate the supplier Continue to operate the supplier O Continue to operate the supplier
helpline. (NGK) helpline. (NGK) helpline. (NGK)

. Visited and assessed a total of .
Conduct assessments, focusing Conduct assessments, focusing

. ) 103 suppliers (representing . )
on new and important suppliers around 10% of all applicable) O on new and important suppliers
(representing around 10% of . £ : (representing around 10% of all

consisting of 13 new and 90 .
total). (NGK) existing companies. (NGK) applicable). (NGK)

Interaction with Local Communities via Plant Tours and Open House Events

Interacted with local communities
Continue to interact with local Continue to interact with local

th h six plant t held at
communities. (NGK) fough Six panttours Neld @ communities. (NGK)

three sites. (NGK)

-51-



Enhance communications with
external stakeholders. (NGK)

CSR Talk Live (Discussions on

Continue two-way
communication events with NGK
and domestic Group company
employees. (NGK and domestic
Group companies)

Enhance CSR-Web content and
use it for employee training
(NGK and domestic Group
companies)

Exchanged opinions with
individuals mainly from local
administrations. (NGK)

Enhance communication with
external stakeholders. (NGK)

Implementing CSR with Every Employee Class)

Held 10 sessions in eight
locations in Japan, attended by a
total of 388 employees. (NGK
and domestic Group companies)

Established routine operations
for real-time information
communications; started use for
employee training (NGK and
domestic Group companies)
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Continue two-way
communication events with NGK
and domestic Group company
employees. (NGK and domestic
Group companies)

Enhance CSR-Web content and
use it for employee training.
(NGK and domestic Group
companies)



Realization of Higher Quality Products and Services

Guided by the Corporate Philosophy, which puts customers first, the NGK Group considers the provision of products and
services that contribute to a better social environment to be one of its most important missions in an effort to create quality

from the customer's perspective.

Basic Approach

The NGK Group engages in the creation of quality from the customer's perspective by defining Quality Objectives each year
in accordance with the Quality Policy based on the NGK Group Guidelines for Corporate Behavior.

Quality Policy
NGK is dedicated to quality and committed to providing valuable products and services that are trusted by our

customers and respected by society.

Quality Objectives 2016

Clarify changes and evaluate impacts on design and production.

Initiatives for fiscal 2016

The fiscal 2015 quality objectives were: We continue to pursue this numerical target in fiscal 2016 as we were unable to
achieve the objectives during fiscal 2015. In addition, we have set new quality objectives based on our review of the defects

that occurred in fiscal 2015 and have started our efforts to this end.
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Realization of Higher Quality Products and Services

Quality Activity System

The NGK quality activity system consists of a company-wide system, led by the Quality Committee chairman, and business
division internal activity system, led by the heads of each business division. In terms of company-wide activities, the Quality
Committee was established to function as a deliberative body assisting the Quality Committee chairman, while business
division internal activities systems were put in place for each business line, creating appropriate quality systems for each.
Quality assurance, quality control, quality improvements and quality education activities are promoted by the acquisition of
ISO9001 or TS16949 certification.

Quality Activity System

President (management class)

WCuality liliacy/ti
: ittee target deliberation
Qlahty Comm IDirsiussion of quality activities
Social ity Counci echnological examination of
responsibility I Quality ks .Ztiticgfq%ga'ﬁtay fasiias

M

Society Corporate Compatiy-wide Quality Compaliy-wide QUIC
value Assurancellalsoh Subcoinmittee Operations Coininittee
A
WFollow status of quality activities Wimproverment
WCuality surveillance activities
Business Groups
v
Quality Activities
o Quality management | | Quality Improvement
Psrggtijccet:/ Quality Activities i Bok s, activities

M - -
Qual Design and Production .
Customer Assura'r?ée develg?ament technology Manufacturing
Customers satisfaction Department division division division

Group companies

Quality Management System Acquisition Status (March 2015)

The NGK Group quality management system has acquired 34 certifications (ISO9001 or TS16949) covering 100% of
production bases in Japan and overseas.
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Realization of Higher Quality Products and Services

Enhancing the Elimination of Quality Risks
Company-Wide

NGK Group Quality Activity Rules

The NGK Group promotes restructuring of its quality activities to respond more precisely to increasing and diversifying
quality demands from customers in different target markets. In particular, quality activity rules have been formulated to
eliminate quality risks in the market; we are promoting the establishment and improved efficacy of the rules.

The NGK Group promotes restructuring of
Four rules for quality activities

Quality confirmation rule:
Establishes milestones, from development to start of production, and confirm conformance with six quality levels
when production processes change.

DR function strengthening rule:
Registers DR plans with quality risks of medium or high level as important DR subjects with participation of DR
reviewers. The Quality Management Department head holds company-wide DR for cases with particularly high
risk level.

Quality monitoring rule:
Monitor and share information company-wide with respect to quality status changes or problems concerning
products or markets. Manufacturing defects and customer complaints are shared company-wide every month
through reports to the Quality Management Department, and the appropriateness of countermeasures is
discussed.

Handling major customer complaints rule:
In the event of a serious customer complaint, including a potential complaint, the situation is promptly reported to
the Quality Committee Chair to formulate company-wide countermeasures.

From the Establishment of Rules to More Effective Operation

From fiscal 2012 to 2014, NGK conducted investigations on the establishment and operational status of the quality activity
rules at divisions engaged in design, production engineering, and manufacturing of core product lines. Subsequently, we
held a series of discussions to find ways to improve the quality activities of respective divisions.

Based on this result, in fiscal 2015, NGK worked to expand and deepening the Rules for Quality Activities. By expanding the
rules, we ensured the introduction of our quality objectives to all Group companies. We monitored progress against
numerical targets (numbers of complaints and amounts of manufacturing defect costs) and its key activities at each
company on a six monthly basis. By deepening the rules, focusing on two important products, members of the Quality
Management Department cooperated with development divisions in reviewing subjects related to product design, identifying
how products are damaged in the market , and analyzing the actual causes of quality trouble. Through these processes,
NGK tried our activities aimed at eliminating quality risks.

Nevertheless, quality troubles still occurred in fiscal 2015 caused by changes such as product design, facilities and
operators . In fiscal 2016, we will further strengthen our efforts to verify the impacts by changes.

Activities to Enhance DR Functions

The increasing and diversifying quality demands from customers call for the integration of knowledge among various
members, not only from the Design division but also from the Manufacturing and Production Engineering divisions,
throughout the development process. For this reason, the Group considers the Design Review (DR) to be the most critical
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activity. DRs are conducted when development milestones are reached or when production processes change. Critical DRs
are conducted by reviewers from throughout the company to support the elimination of risks.

The DR Guidelines were created to promote DR discussions and to eliminate quality risks thoroughly. We are constantly
enhancing the effectiveness of DRs through efforts to spread this guidelines, including education and reviews of each DR. In
addition, we have prepared and are utilizing the DR evaluation indicators to encourage improvements by visualize the
progress of each division's level.

Furthermore, NGK organize a company-wide DR (Quality review meeting) for the quality trouble which is difficult to solve by
one division, and discuss broad aspects of issues related to the reliability and safety of products by relevant engineers and
experts across the company.

Pr:rdouoc:s?:.g:i'g;"d Discussion To eliminate

consideration deliberation at DR > quality risks

(DR preparation)
4 4
DR Guidelines

Key concepts and perspectives

@®Systematically search for influential factors, chack for risks
with no omissions

by improving DR

Received Excellent Partner Award from Tokyo Electron Limited

The Hi-Performance Ceramics Business of NGK received the FY2015
Excellent Partner Award from Tokyo Electron Limited, Japan's leading
manufacturer of semiconductor manufacturing equipment. This award is
given to companies that have delivered excellent performance, selected
from all the suppliers that provide products to Tokyo Electron. The
Hi-Performance Ceramics Business was evaluated highly for its
involvement in the development of numerous new products and its swift

response to a request for production increase at short notice, thereby

Shuhei Ishikawa, NGK's Director and
Senior Vice President in charge of the
The Hi-Performance Ceramics Business will continue to reinforce its Electronics Business Group (center),
received the award from Tokyo Electron
Limited presented by Toshiki Kawai,
Representative Director, President &
development of customers' business through a stable supply of high-quality CEO (right) and Tetsuo Higashi,

contributing to the development of Tokyo Electron's business.

production system through the concerted effort of technology,
manufacturing, and quality assurance divisions. It is committed to the

products. Corporate Director and Advisor (left)
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Realization of Higher Quality Products and Services

Quality Activities at Overseas Production Bases

From their inception, overseas production bases have created quality systems appropriate to their situations and acquired
ISO9001 or TS16949 certification. Monthly reports from each base regarding customer complaints and the status of
manufacturing quality are discussed at quality activity meetings, enabling the entire NGK Group to evaluate the quality
status in a timely manner. Moreover, quality activity rules and annual quality objectives are developed in an attempt to
develop and enhance quality activities.

Seminar on the NGK Group's Quality Activities Held at an Overseas Plant

In September 2015, a meeting was held for managers at NGK Insulators Tangshan Co, Ltd. The meeting detailed the NGK
Group's quality status and its quality activity system and rules.

The participants discussed issues to be addressed in order to prevent customer complaints and reduce manufacturing
defects and deepened the understanding of their quality objectives that should be met as a member of the NGK Group.
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Realization of Higher Quality Products and Services

QuiC Activities to Improve Quality with Full Employee
Participation

Since 2003, the NGK Group develops QuiC (Quality up innovation Challenge) quality improvement activities in which all
employees participate. These activities consist of quality improvement activities by small groups and suggestions that strive
to enhance the quality of products and work; the best practices are shared by the entire NGK Group. Every July, NGK holds
a company-wide contest at its headquarters to highlight examples of outstanding improvement activities with the intent of
horizontal expansion throughout the company.

In fiscal 2015, 14 best practices, including two cases from overseas plants, were introduced. The case reports included an
activity that won the Prize for Creativity of the Ministry of Education, Culture, Sports, Science and Technology, and another
improvement activity promoted through the concerted effort of sales and manufacturing management divisions and a Group
company. The presentation attracted some 400 audiences including the President and directors.

Fiscal 2015 Suggestion Activity Participation Rate

Manufacturing divisions 100%
Non-manufacturing divisions 92%
Number of Suggestions Approx. 37,000

CLOSE uP!

To understand an overseas plant is to accelerate improvement activities

In October 2015, employees who won improvement activity-
related awards were dispatched to NGK Ceramics USA Inc. to
observe and study the actual practices at an overseas plant,
which we usually have no opportunity to examine . Participating in
the tour were four employees who were commended for their
suggestions for QuiC activities in fiscal 2014, and two employees
representing a team that won the best award at the fiscal 2015
company-wide contest.

This event provided the tour participants with an opportunity to
grow and realize the importance of the mother factory in Japan
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through studying the actual practices of the plant and exchanging
opinions with stationed staff and local workers. The program was
also designed to develop their awareness of improvement issues
of ACU's stationed employees and local workers, and motivate
them to promote improvement activities.
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Realization of Higher Quality Products and Services

Strengthening Quality Education

Traditionally, quality education at the NGK Group has focused on manufacturing site improvement methods such as the QC
approach and QC tools.

In recent years, we face increasingly sophisticated and diversifying customer requirements for quality in many different
markets. To meet such quality needs required for each product line and business division, we offer more practical programs
where issues that are most relevant to participants are addressed.

Main practical programs Strengthened in Fiscal 2015

program name Numbers of days and participants Objective
Quality Basic Il 63 days Learn and practice problem-solving usin
(Organized by Human 40 (all technical personnel in the third year of . p . P 9 9
L quality engineering methods
Resources Department) joining the company)
Lectures and workshops to examine issues Way of thinking to become more aware of
by product line: 5 days; 60 in total risks; understanding detailed procedures

Preventive action

training . . . . . * |dentify risks involving development
Sessions to examine risks involving projects

development projects: 8 days; 30 in total * Review mechanisms of each division

Method of creation and . Aim at improving skills to analyze past
. . 3 days; 90 in total . .
Learning from Failure failures and implement countermeasures

51 employees passed the Self-Maintenance Expert Test

Fifty-one employees in manufacturing divisions and engineering centers who are
engaged in NGK's voluntary maintenance activities passed the Self-Maintenance
Expert Test (Japan Institute of Plant Maintenance) conducted in October 2015.
This qualification is given to those who possess a broad range of knowledge and
skills necessary concerning quality management, safety, and machinery

maintenance and are certified to have ability of planning and implementing
voluntary maintenance activities and giving instruction. NGK will continue to
encourage employees to acquire such qualifications in order to improve quality
management capabilities at manufacturing sites.
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Realization of Higher Quality Products and Services

System for Making Use of Customer Feedback in
Management

As the top industrial ceramics manufacturer in the industry, NGK makes use of its accumulated technologies to manufacture
and sell C1 home-use water purifiers and promotes the creation of mechanisms for reflecting customer feedback.

Establishment of a Customer Consultation Helpdesk

We set up a dedicated C1 customer consultation helpdesk in-house to create a mechanism for reflecting customer feedback
in our products and services.

During fiscal 2015, in department stores across Japan, we launched over the-counter sales and held taste tests at various
events to convey the appeal of water purifiers in an attempt to communicate actively with customers.

We also respond to inquiries submitted through the NGK website.

Customers

Customer consultation helpdesk

— Full-time staff R

Quality information
liaison committee
(Important issue
Regular countermeasures)

meetings Engineering Associated
divisions companies

Quality Assurance
ivision

Product improvements

Enhanced information provision

Customer Cards

We respond to customer feedback provided on customer ®wa e

I Y Rl R
cards sent to us when customers purchase the C1. This card @ 4678830 ’u-”""’
. . - ) ¢ REMSENAWRR b
includes a survey asking customers to fill in the location and ATI2WEEE £
reason for the purchase and the name, address and age of EE R o [
. L i BRJOCARRE ([~ -
the customer. Customer's information is added to a list used BREBO 5 e T

vme e e
i T
A TCURL A IR,

to notify them when it is time to replace the cartridge.

eIrsunnr I
Lol LU L L S L Ll L
RN GRAR B8l AND OTiA J

CER ISt eoI e

IPRRAS VALY,
Tiv  eewes  eaaTAT ecwanes |
e e - |
SEmBUHEAIRALE R0
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Localization of services
Laboratory and warehouse established at a business site
in China

NGK Insulators (China) Investment Co., Ltd. established a laboratory
to analyze beryllium copper alloy materials at its office in Shenzhen in
order to swiftly respond to customers' requests for evaluation of
prototypes. Previously, such evaluation took several months, because
the analysis was conducted in Japan. Currently, it takes only a few

days to identify the causes of defects and make suggestions on how
to address such problems.

Technology and sales personnel responsible for beryllium copper
alloys make visits at least once a year to each of the 1,000-plus
customers located across China to provide technical and
development assistance.

Visit to an extra-high voltage transformer station
Manufacturing products that exceed customers'
expectation based on their requirements

Employees engaged in the Power Business visited Kita-Toyota
Substation, an extra-high voltage transformer station, with support of
Chubu Electric Power Co., Inc. This visit was in some way an answer
to the wish of the employees in the Power Business who are working
on a reform of business culture from the customers' perspective.

They really wanted to watch how the products they designed,
produced, or sold were actually used and listen to the customer's
feedback.

Customer's voice

We have received support from NGK from the start of the
substation's operation.

We at Chubu Electric Power Company are making utmost efforts to ensure
uninterrupted, reliable supply of high-quality electricity by preventing facility
problems through patrols and inspections. The insulators used at the
Kita-Toyota Substation are mostly made by NGK. The insulators produced
with NGK's high technological competence are highly reliable and support

our mission of stable supply of power.

Mr. Masashi Aoyama
Transformer Section, Asahi Meito Sales Office, Chubu Electric Power Co.,
Ltd.
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Communication with Shareholders and Investors

The NGK Group promotes shareholder-oriented management emphasizing capital efficiency across the entire Group and
strives to improve corporate value with the goal of realizing sustainable growth.

Basic Approach

The NGK Group corporate information disclosure is defined in "How to Engage in Business Activities" within the NGK Group
Guidelines for Corporate Behavior (see below). Furthermore, along with timely and accurate disclosure of management and
financial data through a variety of mediums, including via the corporate website, business reports and annual reports, the
NGK Group strives for two-way communication enabling invaluable input from its shareholders and investors.

Disclosure of Corporate Information

We will release, in an accurate and timely manner, any information sought by the public; including information on our
management, finance, products and services to improve transparency in management and to gain society's trust in

NGK Group companies.

Behavioral Guidelines

We will promptly disclose any information required by society in accordance with applicable laws, regulations and

our internal rules.
We will establish and adequately operate a mechanism for internal control relating to financial reports to disclose

accurate financial information.
We will make good faith effort to answer any inquiry from customers pertaining to our products and services,

providing responses in an appropriate manner.

» NGK Group Guidelines for Corporate Behavior
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Communication with Shareholders and Investors

Management from the Shareholder's Perspective

Open Shareholder Meetings

NGK endeavors to hold open shareholder meetings that its shareholders feel welcome to attend. Every year, we introduce
NGK corporate activities at the shareholder meeting with permanent booths near the venue displaying product exhibits
explained by NGK staff.

In an effort to expand shareholder meeting-related information, convocation notices were issued three weeks before the day
prior to the meeting date. Starting in fiscal 2015, we post the convocation notice on the company's website the day before
dispatching the paper notice. We have also made an electronic voting system available through the Tokyo Stock Exchange's
Electronic Voting Platform.

We set up a booth at the venue of the Shareholders' meeting to introduce NGK's corporate activities to our shareholders.

Please click on the link below to view convocation notices, results of exercising voting rights and notices of resolution.

» General Meeting of Shareholders-Related Information

Two-Way Communication

In addition to regular presentations held in Japan and overseas, the NGK Group conducts one-on-one meetings and
participates in interviews among other ongoing initiatives to expand dialogues with institutional investors. NGK senior
management also visits and conducts one-on-one discussions with institutional investors in Japan and overseas. Going
forward, we will continue and expand these activities to further deepen communication with investors.

Activities in Fiscal 2015 Details

Senior management conducts presentations for analysts and institutional investors
Japan twice each year.
They also conduct one-on-one meetings and participate in interviews.

Senior management conducts overseas IR targeting analysts and institutional

Overseas ) )
investors twice each year.
Click here to access online IR Includes reporting information and the timely disclosure of non-reporting information,
Library securities reports, annual reports, General Meeting of Shareholder materials and
IR Information other information.

Measures for Returning Profits to Shareholders

NGK implements its capital policy in view of facilitating the betterment of sustainable corporate value, based on
communications with shareholders and investors.

We strive to secure profitability above the capital cost and to maintain financial soundness. We opt to proactively return
profits to our shareholders from the mid- to long-term perspective. At the same time, NGK aims at maintaining profit
margins, capital turnover ratio, and financial leverage at sound levels, using ROE, a dividend payout ratio, and dividends on
equity as critical indicators.

In fiscal 2015, demand for ceramic products used in automotive-related products and semiconductor manufacturing
equipment was steadily favorable, and NGK posted record-high net sales and profits. As a result, ROE improved by 1.9%
year-on-year to 13.3%. Taking this favorable performance into account, we increased the annual dividend by 2 yen to 40 yen
per share. The consolidated payout ratio stood at 29.2%.
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Dividends per Share Return on Equity (ROE)
(Yen)
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Shareholders Information
Shares Information (as of March 31, 2016)
Total number of Shares authorized 735,030 thousand
Total number of shares issued 327,560 thousand
Number of shareholders 19,212
Share Distribution (as of March 31, 2016)
Financial Other Japanese Individuals Financial
Institutions w/ Companies and others —\ Institutions
153 301 33,406 thousne20
(0.8%) ] (1.6%) thousand shares ousand shares
Number of (10.2%) (54.4%)
Shareholders Foreign
19,21 2 Institutions i
Individuals 489 | Fg{u"?" thousand shares! |  Other Japanese
and others (2.5%) nstitutions ¥ Companies
96,200 \ 19,634
1 §5%6£ thousand shares thousand shares
(95.1%) (29.4%) (6.0%)
Major Shareholders
Number of Shareholding
Name of shareholder shares held ratio
(1,000 shares) (%)
44 11.77
The Master Trust Bank of Japan, Ltd. (Trust Account) 38,445
The Dai-ichi Life Insurance Company, Limited 21,457 6.57
21,34 .
Japan Trustee Services Bank, Ltd. (Trust Account) 343 6.53
18,695 5.72
Meiji Yasuda Life Insurance Company ’
11,402 .
State Street Bank and Trust Company A0 349
The Bank of Tokyo-Mitsubishi UFJ, Ltd. 10,292 315
5,451 1.66
The Bank of New York, Non-Treaty Jasdec Account
Aioi Nissay Dowa Insurance Co., Ltd. 4.387 134
Nippon Life Insurance Company 4313 132
National Mutual Insurance Federation of Agricultural Cooperatives 4309 131

Note: Shareholding ratios above are calculated based on the number of shares derived by deducting the number of treasury
stocks from the number of shares issued and rounded down to two decimal places.

» Stock data and other related information
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Thorough Compliance

Viewing compliance as the foundation of CSR, the NGK Group positions enhancing trustworthiness as the most important
initiative and strives to create specific systems to inculcate this view among employees, prevent corruption and comply with
laws and regulations.

NGK Group Guidelines for Corporate Behavior

To realize and protect the NGK Group corporate philosophy of creating new value by providing products and technologies
that contribute to a better social environment, we established the NGK Group Guidelines for Corporate Behavior and
thoroughly promote awareness.

Guidelines for Corporate Behavior and Thorough Observance of Behavioral
Guidelines

The NGK Group Guidelines for Corporate Behavior and Behavioral Guidelines, initiatives conducted individually, are
thoroughly observed. We created awareness handbooks a paper on awareness summarizing guidelines for corporate
behavior and portable compliance cards distributed to all employees including contract manufacturing employees and
temporary employees, at NGK and all domestic Group companies.

Efforts are also made to ensure a thorough understanding of the Guidelines for Corporate Behavior and Behavioral
Guidelines among NGK employees at training for new hires, while promotion-related training includes an explanation of the
Behavioral Guidelines.

The purpose and significance of the Guidelines for Corporate Behavior and Behavioral Guidelines are also explained at
CSR Talk Live events held by the NGK Group. At overseas Group companies, rules are formulated in response to the
specifics of each company and country and region in light of the Behavioral Guidelines.

» Corporate Philosophy and Behavioral Guidelines
» CSR Talk Live Dialogue
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Thorough Compliance

Compliance Promotion Structure

We established the Compliance Subcommittee under the CSR Committee to ensure strict observance of laws, regulations
and corporate ethics within the Group. Furthermore, we established the Security Subcommittee to respond to incidents and
accidents with the potential to significantly impact the Company.

President

CSR Committee

Chair: Director and Senior Vice President
Members: Vice-President, Division heads, etc.

Compliance Subcommittee

— -{ Helpline | All Divisions

Chair: Global Compliance Office Manager —
Members: Division heads

Group companies

Security Subcommittee

Chair. General Affairs Division Manager
Members: Division heads

Whistle-Blowing System

We established a helpline to receive inquiries and reports from employees aimed at curtailing and preventing activities
contrary to the spirit of the NGK Group Guidelines for Corporate Behavior and to facilitate the quick resolution when issues
occur. Each overseas Group company has its own helpline. Those seeking advice or reporting issues are promised
protection under corporate regulations.

NGK also has a Hotline as a separate internal reporting system dedicated to reporting directors' injustice or legal violations,
as well as their infringement of competition laws and overseas anti-corruption regulations.

Helpline (consultation/reporting) process

s Person reporting or seeking consultation
Emall/Telephone/FAX/Interview

External acceptance window
(1 location)
(Advising attomey)

Internal acceptance window (four locations)

Related divisions
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Thorough Compliance

Promoting Compliance Education

Compliance education and awareness among corporate officers and employees is driven primarily by the CSR Office,
Global Compliance Office and Legal Department. Legal Compliance Liaison Meetings are held to introduce case studies,
explain legal statutes and provide career and overseas post education. In fiscal 2015, we upgraded education programs on
competition laws and regulations pertaining to anti-bribery of foreign public officials and expanded the scope of eligible
trainees. Specifically, we started programs on competition laws for newly hired employees and those who have just been
promoted as well as programs on regulations pertaining to anti-bribery of foreign public officials for newly appointed
managers and those who have just been promoted.
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Compliance Education Conducted in Fiscal 2015

Title

Career Education

Training for
Japanese
expatriates (global
training)

Informative
Seminars for Laws
and Compliance

Target

New hires

Midcareer

Regularly appointed
Q,R group promotions,
transferred employees

Newly appointed S
group

Newly appointed key
personnel

Key personnel second
grade promotion

Employees scheduled
for postings abroad

Key personnel and
other targets depending
on content

Content

Compliance basics, competition laws

Compliance basics, competition laws,
regulations pertaining to anti-bribery of foreign
public officials

Compliance basics, competition laws,
regulations pertaining to anti-bribery of foreign
public officials, security export control

Compliance basics, competition laws,
regulations pertaining to anti-bribery of foreign
public officials, security export control

Compliance basics, competition laws,
regulations pertaining to anti-bribery of foreign
public officials, security export control

Competition laws, regulations pertaining to
anti-bribery of foreign public officials, security
export control

May 20 (Wed), 2015

United Nations Global Compact

Lecturer: Hideaki Yahiro (Executive Manager,
Global Compact Network Japan)

295 participants

July 22 (Wed) and 27 (Mon), 2015

Strict Adherence to the Subcontractor Act
Lecturer: Global Compliance Office

400 participants (including 60 on 27th from
Corporate R&D)

September 30 (Wed), 2015

Latest developments of insider trading
regulations

Lecturer: Legal Department

328 participants

November 19 (Thu), 2015

Protection of Confidential Information of
Companies

Lecturer: Tashun Aizawa, Attorney at law
400 participants

January 19 (Tue), 2016

NGK's New Corporate Governance Scheme
Lecturer: Corporate Strategy Office

433 participants

March 28 (Mon), 2016

Regulations pertaining to anti-bribery of
foreign public officials

Lecturer: Kensaku Munenaga, Corporate
Auditor, Japan Freight Railway Company
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2 times

2 times

1 time

1 time

1 time

1 time

6 times



Competition laws
training for newly
appointed
directors

Competition laws
compliance
lectures

Competition laws
training for
overseas Group
companies

Training of
regulations
pertaining to
anti-bribery of
foreign public
officials for
overseas Group
companies

Training for Group
companies in
Japan

On-demand
seminar on
competition laws

Other training

Newly appointed
directors and executive
officers

All corporate officers, all
key personnel and
salespeople of NGK and
its Group companies in
Japan

Salespeople and
managers of overseas
Group companies; and
NGK temporarily
assigned staff

Directors, managers,
and salespeople of
overseas Group
companies; NGK
temporarily assigned
staff

Directors and
employees of Group
companies in Japan

Targets depending on
content

Purchasing
officers/persons in
charge

CLOSE uP!

Seminar on the United Nation Global Compact held

NGK held an Informative Seminar for Laws and Compliance on May 20 at
the hall on the first floor of the main building. At the seminar, an outline of

333 participants

U.S. competition laws

Competition laws and anti-bribery: Focusing
on regulations in China in light of the world

regulatory trends

2 times

9 times (2 live
lectures and 7
DVD lectures in
respective areas)

Lectures by lawyers: 26 companies (10 in U.S.; 1 in South Korea;

and 4 in China)

Lectures by original DVDs: 7 companies

Training using original paper materials: 4 companies

Lectures by lawyers: 18 companies (10 in U.S.; and 1 in South

Korea)

Lectures by original DVDs: 7 companies

* Seminar at NGK Electronics Devices, Inc.
for directors and employees

* Training using original DVDs, which
distributed by NGK, for targets in all Group

Companies in Japan.

Training provided upon request from

divisions.

Explanation of outline of competition laws,
internal regulations and actions to comply

with the competition law.

Subcontract Act explanatory meeting

the Global Compact, which NGK signed on April 2, was explained.

Briefings on the requirements for initiatives concerning race, the

environment, labor, and anti-corruption were also given.
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14 times
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and 1 at NGK)
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Mr. Hideaki Yahiro, Executive =~ Some 300 employees attended the seminar and
Manager of the Global learned about the social responsibilities that should
Compact Japan Network, be fulfilled as a global company.

invited as a lecturer
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Thorough Compliance

Corruption Prevention Structure

To practice fair and transparent business transactions, the NGK Group promotes the prevention of corruption. In fiscal 2015,
we formulated internal rules to ensure compliance with anti-bribery laws and regulations and ethical standards to which
employees should adhere in fulfilling their duties.

Anti-Bribery Regulation Training

In fiscal 2015, NGK provided employees scheduled to be assigned overseas with education on anti-bribery regulations
pertaining to foreign public officials. Seminars on anti-bribery regulations were conducted also at overseas Group companies
through lectures by lawyers or study sessions using independently produced DVDs.

» Observing the Competition Laws and Other Laws and Regulations Pertaining to Business Transactions
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Thorough Compliance

Observing the Competition Laws and Other Laws and Regulations Pertaining to Business Transactions

The NGK Group strictly adheres to competition laws (Antimonopoly Act), the Subcontract Act and other laws and regulations
pertaining to business transactions. The thorough observance of laws and regulations, including the NGK Group Guidelines
for Corporate Behavior and Behavioral Guidelines that mandate the observance of the Antimonopoly Act, and initiatives in
Japan and overseas aimed at strengthening employee awareness of Competition Laws Compliance Rules revised to meet
global standards enable us to refrain from improper conduct or transactions and engage in the creation and maintenance of
fair and equal business relationships with suppliers.

In fiscal 2015, the Global Compliance Office became the department responsible for compliance, replacing the Legal
Department. In addition, we established substantially more training programs for overseas Group companies.

» Plea Agreement with U.S. Department of Justice concerning ceramic substrates for catalytic converters

Strengthening Our Compliance System Related to Competition Laws
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Year conducted

FY1997

FY2011

FY2012

FY2013

FY2014

FY2015

Regulation Development

* Formulated guidebook and

briefing document for the
Anti-Monopoly Act

* Formulated Competition

Laws Compliance Rules
*1

* Created and distributed the

Competition Laws
Compliance Handbook *2

* Created and distributed an

Appendix to the Competition
Laws Compliance Handbook

* Revised Competition Laws

Compliance Rules
*3

* Launched operation of a

database for advanced
notifications and participation
reports pertaining to
meetings

» Launched operation of an

e-mail monitoring system

* Revised Competition Laws

Compliance Rules at North
American sales subsidiaries

* Competition Law

Compliance Rules of all NGK
Group companies in and
outside Japan were revised
to ensure that the NGK
Group's compliance system
meets global standards.

The Compliance Laws
Compliance Handbook was
revised.

Review of compliance status
by third parties *4

Creation of Internal Systems

* Required each business

group to submit a
Compliance Status Report
on the Anti-Monopoly Act

* Established an independent

committee

* Introduced company-wide

centralized supervision and
reporting structures led by
the Board of Directors
(independent of the
President)

* Appointed company-wide

Competition Laws
supervisory managers

* Enhanced the helpline

* The Competition Laws

Compliance Program was
resolved by the Board of
Directors

- Established the Global

Compliance Office

Training

* Lectures on the

Anti-Monopoly Act by outside
instructors (attorneys)
(subsequently held annually)

* In-house training led by legal

department staff

* Lectures by local attorneys

held at overseas subsidiaries

+ Conducted briefing on the

Competition Laws
Compliance Handbook

* Invited U.S. attorneys to

lecture on Competition Laws

+ Conducted study meetings

for newly appointed directors
on Competition Laws and the
Companies Act by Japanese
and U.S. attorneys

(subsequently held annually)

* Conducted study meetings

on Competition Laws at

overseas Group companies
(corresponding to laws and
regulations in each country)

* Conducted study meetings

on Competition Laws for new
employees

* Distributed a Competition

Laws related DVD to
domestic group companies

* Upgraded training on

compliance with competition
laws provided inside and
outside Japan

The NGK Group is engaged in the following initiatives to strengthen our competition laws compliance

system.

FY2011

employees, management structures and do's and don'ts. *1

FY2012

Established Competition Laws Compliance Rules to define compliance duties for corporate officers and

Created the Competition Laws Compliance Handbook and distributed it to all NGK officers and employees

(who are in a management positions or are general staff in divisions that are relevant to competition laws).

*2
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FY2014 Revised the Competition Laws Compliance Rules, introducing a mechanism for the effective operation,
management and verification of a competition laws compliance program via a company-wide centralized

supervision and reporting structures led by the Board of Directors. *3

FY2015 Worked with compliance specialists from PricewaterhouseCoopers to confirm from a neutral point of view
the status of a competition laws compliance program and a company-wide centralized supervision and
reporting structures. *4

To promote the use and thorough awareness of the Competition Laws Compliance Rules and Competition Laws Compliance
Handbook, we held meetings to explain the Rules and the Handbook. At overseas Group companies, training sessions were
led by lawyers well-versed in competition laws or conducted by using original DVDs.In fiscal 2016, we plan to further
improve our training programs through the use of e-learning and to undergo a third-party review of the operation status of

the competition laws compliance program.

Establishment of the Global Compliance Office

In June 2015, we established the Global Compliance Office with an aim to build a group-wide foundation for an effective

compliance scheme at a global level.

Missions

Work to establish and develop compliance as a corporate culture of the entire NGK Group

Supports Group companies inside and outside Japan in strengthening and operating their compliance
systems through active provision of compliance education

As for overseas Group companies in particular, the Global Compliance Office ensures effective compliance
for our globalized operation by obtaining the most up-to-date information on relevant laws and social
demands in each region.

Initiatives in fiscal 2015

In fiscal 2015, the NGK Group revised the respective Competition Laws Compliance Rules of Group companies in and
outside Japan, thereby establishing a system to ensure compliance with competition laws on a global scale, and introduced
the competition laws compliance program to the Group companies. We also formulated internal rule pertaining to
anti-bribery of foreign public officials. We reviewed the NGK's compliance system with regard to overseas Group companies
as well as measures taken by the Head Office. In fiscal 2016, we will conduct survey on compliance for overseas Group
companies to help the companies reinforce and operate their systems

Training on Competition Laws Provided in Fiscal 2015
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No. of

sessions
Seminars on competition law for 1
directors
Seminars on competition law for 9
newly appointed directors
Lectures by external experts 1*1
Guidance to overseas Group *0
companies 18
Guidance by internal instructors 14

Major themes

Competition law and bribery prevention

Competition law

Competition law and bribery prevention

Details of competition law, enforcement status, and points of note
for conducting business in compliance with the law

Basics of competition law and points of note for conducting
business in compliance with the law

*1. In addition, a total of seven video lectures were provided in each location.

*2. Provided to a total of 26 companies

\ \

Training for employees

Training for corporate officers

The Competition Law Compliance Handbook
was revised in February 2016 to provide
easier-to-understand descriptions on
responsibilities and requirements of compliant
directors and employees. The revised
handbook was distributed to each individual
director and employee of NGK.
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Thorough Compliance

Strict Adherence to Laws and Regulations Relating to
Export Management

As part of its thorough compliance efforts, NGK is engaged in the strict adherence to laws and regulations relating to export
management. Behavioral Guidelines within the NGK Group Guidelines for Corporate Behavior establish the observance of
security export control-related regulations, while management and training is conducted based on internal rules and the
Export/Import Handbook.

Using Databases to Conduct Comprehensive Inspections and Customs Management

In response to the Foreign Exchange and Foreign Trade Act and other export control-related laws and regulations, NGK
screens exports and judges whether export licenses are required and records screening results in a security export control
database. Furthermore, export management with respect to the export of certain products is conducted using specified
export declaration systems.

NGK commenced use of an export cargo management ledger in May 2015. As for imported cargo, we conducted voluntary
inspections as in the previous year. In addition, we began efforts to verify the completeness of export-import cargo
management ledgers by using the NACCS data (Customs' export-import data). We also conducted surveys of domestic
Group companies to verify the status of custom clearance management. For fiscal 2016, we plan to conduct voluntary
inspections on both exported and imported cargo.

Familiarization with the Export/Import Handbook

NGK also made efforts toward thorough compliance with the Export/Import Handbook, which was published in fiscal 2012
and summarizes items for the observance of export/import customs clearance regulations. In addition to publishing this
handbook on the company intranet where it can be viewed throughout the entire company, we provide training to spread
awareness of the spirit of handbook through study meetings related to export/import management conducted internally in
each business division.

Export/import management study meetings are held one or more times per year targeting relevant staff in divisions
responsible for export and import activities. In fiscal 2015, these meetings were held 17 times, with about 350 employees in

attendance.
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Thorough Compliance

Privacy Policy and Structure

The NGK Group has established internal rules for privacy policy management in an effort to handle, manage and protect
personal information provided by customers.

In fiscal 2015, NGK formulated and made public our Basic Policy on Specific Personal Information in response to the
enforcement of the Act on the Use of Numbers to Identify a Specific Individual in Administrative Procedures.

» About NGK's privacy policy
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Thorough Compliance

Information Security Training

The NGK Group CSR Committee's Security Subcommittee takes responsibility for supervising overall information security,
and supports the General Affairs and Information Systems divisions based on the Basic NGK Group Information Security
Policy, in an attempt to properly manage and operate information assets.

Every year, personnel of NGK's Information Technology Department visit several Group companies to conduct on-site
checks and provide guidance on their implementation of IT security measures. In fiscal 2015, four overseas Group
companies received such inspections.

» Basic NGK Group Information Security Policy

Formulation of Basic NGK Group IT Security Standards

The rapid advance in information communication technologies and devices has made the quest for consistent IT security on
a Group-wide level an urgent concern, thus in 2010 we formulated the NGK Group IT Security Standards with the goal of
developing an IT security structure based on commonly shared Group standards and enhancing IT security.

Every year, each Group company drafts action plans for the enactment of countermeasures in an attempt to systematically
strengthen security. Through these countermeasure action plans, NGK confirms initiatives at each Group company and
provides guidance as necessary.

Information Security Training

The following training sessions are conducted throughout the year to ensure strict adherence to information security
amongst all employees.

o Training for newly hired employees
o Training for newly promoted supervisors and key personnel
o e-Learnings targeting all employees
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Thorough Compliance

Status of Law and Regulations Violations

NGK disclosed a past violation of the law in fiscal 2015.

» Plea Agreement with U.S. Department of Justice concerning Ceramic Substrates for Catalytic Converters
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Risk Management

In line with business expansion, the NGK group is also engaged in minimizing risks related to globalization and diversification
while augmenting our risk management structure. The CSR Committee periodically confirms and follows up on the status of
Company-wide risk countermeasures to ensure every effort is being made to manage business risks.

Basic Approach

The NGK Group Guidelines for Corporate Behavior were announced within and outside the company as our basic stance
toward the realization of the NGK Group corporate philosophy of creating new value by providing products and technologies
that contribute to a better social environment. This includes initiatives that strictly observe the protection of third party rights
and corporate assets and trust through the practice of risk management.

» Corporate Philosophy and Guidelines for Corporate Behavior

Risk Analysis and Response

The NGK Group assumes six categories of company-wide risks pertaining to compliance, information, employment and
labor, making an effort to avoid and prevent these risks through deliberation of budgets and plans and overall examination
and analysis in the course of execution and settlement processes at Strategy Committee and Executive Committee
meetings.

Business continuity planning (BCP) was formulated to ensure the continuation of critical business functions in the event of
large-scale natural disasters including wind and flood damage and earthquake, massive transportation accidents or other
emergency situations, which will be addressed by the Central Disaster Prevention and Control Headquarters and BCP
Countermeasures Headquarters.

Company-wide Shared Risks
Category Risk Category Risk

Legal/Regulatory infractions / improper Labor troubles

accounting
Labor accidents

Misappropriation by individuals

3 Employment/Labor Traffic accidents

Bribery
1 Compliance Long-working hours/health
' P Violation of intellectual property rights management
Human rights violations/harassment Support for unskilled labor

Trouble with local communities Incidents and accidents

4 .Incidents/Accidents

/Disasters

Support for antisocial forces Natural disasters

Information systems breakdown Environmental management

. trouble
2.Information Leak of proprietary or personal information o.Environment

EMS insufficiency
Inappropriate use of SNS

6.Product safety Defective products
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Risk Management

Risk Management System

NGK operates a risk management promotion structure led mainly by the CSR Committee. A person of responsibility and
response structure is established for each risk category in an effort to improve risk response capabilities and risk prevention

activities.

Risk Management System

President

, n Company-Wide BCP Countermeasures
O Quality Committee Headquarters
Chair: Director and Senior Vice Chair: Group Executive:
President
Members: Vice-President. Director and Vice President President
Division heads, etc.
: . Central Disaster Prevention
Compliance Subcommittee and Control Headquarters
Chair: Global Compliance Office Manager Group Executive:
Director and Vice President
Security Subcommittee
Chair:General Manager of General Affairs Division

Risk response

Group companles

Follow up by CSR Committee and other committees

Normal
operations
Legal/Ethical or incident/
accident response
Emergen
. © ge i Quality-related accidents
situation

Disaster-related incidents

CSR Committee is in charge. Initial response by five people chosen
ahead of time to handle emergencies +relevant corporate officers.

Company-Wide Quality Committee is in charge

Central Disaster Prevention and Control Headquarters and BCP
Countermeasures Headquarters are in charge

Identifying and Preventing Risks Based on the CSA Questionnaire

As one part of enhanced risk management structure, NGK and domestic group companies conduct the Control
Self-Assessment (CSA) questionnaire, which tests the knowledge of respondents regarding potential risks and their impact
with the aim of ascertaining and avoiding various potential risks arising from daily business operations.

Questionnaires targeting NGK and domestic Group companies are distributed every two years. In fiscal 2014, domestic
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Group companies received the questionnaire to follow-up on risks identified by the CSR Committee.
The CSA questionnaire, which also functions to raise awareness regarding attempts to prevent and accurately respond to

risks, will continue to be implemented going forward.

CSA Questionnaire Status

; Ngé December 2013 Decemnber 2015

1
ke G i e
e | — "y
Key personnel, chief LU S - —
(ru:Ldasempb)eesassagnedw

domestic Group companies)

Domestic _ December 2014
Group companies b e W —— <cennees I
Proper corporate officers

Number of applicable employees and response rate for the questionnaire conducted in December 2015: Number of
applicable employees: 1703/Number of respondents: 1640 (Response rate: 96.3%)
* Response rates in 2013 and 2011 were 96.6% and 89.2%, respectively.

Risk Management Measures Based on the CSA Questionnaire

Company-wide risks Note: Human Resources, Legal, General Affairs, Purchasing, Information Systems, Environmental
Management, Company-wide Quality Management and Construction and Maintenance departments

Major Risks Countermeasures

. Enhance competition laws and bribery compliance framework (including overseas
Compliance )
Group companies)

Information Prohibit cameras, require confidentiality agreements

Conduct organizational diagnostics, manage working hours, provide guidance to

Empl t and lab
mployment and fabor people and workplaces working long hours/overtime

Incidents, accidents and Comprehensive disaster-preparedness drills, BCP drills, disaster planning in each
disasters area

Environmental/Product

safety Patrols and drills, follow ups at Quality Committee and Quality Review meetings

Legal Risk Management at Overseas Group Companies

The NGK Group is engaged in strengthening its ascertainment of legal risk management status in overseas business to
minimize the globalizing and diversifying risks associated with business expansion.

We ask all overseas group companies to report information pertaining to the status of lawsuits, legal affairs and consultation
with lawyers twice a year, and helpline usage, export controls and access to legal-related information once a year. Major
issues found in such reports are reported to the Compliance Subcommittee and CSR Committee to share information.
Consultations from overseas locations were handled by lawyers and legal departments to avoid risks.
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Risk Management

Business Continuity Planning (BCP) Initiatives

BCP Initiatives

The NGK Group is developing Company-Group-wide Business Continuity Planning (BCP) through the establishment of the
BCP Headquarters, an organization for leading business continuity and quick recovery in the event of a large-scale natural
disaster, led by the President. Countermeasure initiatives include the establishment of multiple manufacturing bases and

procurement sources, the damage mitigation measures related to building and equipment and employee safety assurance.

Fiscal 2015 Initiatives

We stockpiled supplies, such as food and blankets, at facilities that can also be used by the general public. (For the
case of when a disaster prevents visitors' leaving)

As in fiscal 2014, a drill was conducted to deal with a situation assuming five to six hours after a large-scale
earthquake. In addition, we conducted another drill assuming three days after the earthquake and exercised
procedures up to decision-making on a restoration policy. We carefully examined pieces of information that will be
necessary to make a decision on the restoration policy, and identified any problems in our existing plan.

Initiatives Going Forward

We augment BCP efficacy through more practical drill and more advanced scenarios, expanding scope of training to include
more employees in an effort to improve initial response and continue business activities.

Q&A with Person in Charge

Q: What improvements have been made to drill plans over the past
few years? What benefits have you achieved from them?

A Practical drills provide more findings than what we can assume from
the desk, and these have helped us to improve our plan. We become

more able to make fine-tuned improvements every year.

Q: What problems did the actual drills reveal? What is your plan for
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addressing the problems?

How to convey constantly changing information in an easy-to-
understand manner. We will examine this issue repeatedly by
conducting a specific drill that synchronizes an assumed actual timeline
from the onset of a disaster to the point of finalizing a restoration policy.

L4
Minako Nojima, Corporate
Strategy Office
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Risk Management

Intellectual property management

The NGK Group encourages the creation of intellectual property rights with intellectual property education, and works to
ensure its proper acquisition and use of intellectual property rights based on a policy of respect for the intellectual property
rights of others and ourselves. Our business, research and development, and intellectual property divisions collaborate
closely with the goal of building a competitive patent network for the Company.As of March 31, 2016, NGK holds 2,907
national patents in Japan and 4,042 foreign patents.

Number of patents | National patents of Japan || Foreign patents |

Mareh 51 2016 2907 4,042

Awareness Programs for Managers

NGK conducted manager-class awareness programs to enhance intellectual property strategy in the research and
development and business divisions, making use of issues identified in these programs in NGK's intellectual property
strategy.

In fiscal 2015, we held the 7th session of the lecture series "Considering Intellectual Property" on November 26. We invited
Takashi Nagayasu, Advisor of Intellectual Property Group, Legal & Intellectual Property Department, YKK Corporation to
give a presentation. Under the title of "Intellectual Property Activities of YKK Corporation," he lectured on the YKK Group's
global intellectual property initiatives, relationship between the YKK's business model and patents, and the company's
intellectual property activities in China. Appropriately 100 members attended the lecture meeting.

Promoting Intellectual Property Training

Young Engineer Training

NGK continuously conducts presentations on patent map utilization and uses educational graphs and charts for the
visualization of intellectual property information targeting mainly young engineers in research and development divisions.
e-Learning has been used Company-wide for basic education.

In fiscal 2015, presentations on patent map utilization were held once, with a total of two employees taking part. 136
employees participated in e-learning. Furthermore, interactive-style small group seminars were held five times primarily for
young engineers in the research and development and business divisions. These seminars were attended by a total of 62
employees who exchanged opinions on subjects including fundamental patent knowledge, how to view inventions seen in
patent applications by other companies, internal invention incentive system, prior art search and how to read patent
specifications.

Employee Invention Reward System to Provide Incentives for Employee Inventions

NGK established an employee invention compensation system comprised of application incentives, registration incentives
and performance incentives and fairly compensate employees to encourage employee inventions and from the legal
viewpoint based on the Patent Act. A portion of the profit from profitable products, for which the patent is used, is distributed
to the inventors as performance incentives.

Since the system was established, a portion of the profit from products, including ceramics products used for purifying
automobile exhaust gas and in semiconductor manufacturing equipment, has been distributed to the inventors.

Domestic Group companies have also established an employee invention reward system equivalent to that of NGK,
whereby the NGK Group encourages the development of inventions by its employees.

Moreover, we are promoting intellectual property initiatives on a global scale by gradually introducing the employee invention
reward system into overseas Group companies in accordance with local legal systems and labor practices to encourage
intellectual property activities and to protect the property rights of individuals.
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Response to Intellectual Property Risks Overseas

To support NGK's automotive exhaust purification ceramic products business engaged in global production activities, we
have built a mechanism for appropriately managing inventions overseas. NGK promotes an intellectual property
management practice overseas at the same level as in Japan.
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Respect for People and Ensure Comfortable Workplace

The NGK Group makes an effort to respect the humanity of its employees and provide a safe and comfortable working
environment. In the interest of fair treatment, NGK employs a human resources system that enables employees to maximize
their potential.

Basic Approach

In the NGK Group Guidelines for Corporate Behavior, our relationship with employees is based on Respect of Humanity and
Assurance of Comfortable Working Environment and defined as follows.

We will hire and treat our people in a proper and fair manner and will provide a safe and pleasant working
environment in which our people can work comfortably without sacrificing their family life.

We will make available the place and opportunities that can be challenged by people with versatile talent and will
support the development of human resources through acquisition of knowledge and expertise.

We will prevent any bullying, discrimination, harassment or other acts that violate human rights and, if there is any

violation, we will take appropriate actions in an expeditious manner.

NGK Group Number of Employees

FY2011 FY2012 FY2013 FY2014 FY2015

Number of Employees 12,372 13,159 13,210 16,217 16,657

NGK Group Employee Composition by Region

(NGK:24%; Group
companies in Japan:15%)

17% - 14%

Japan Europe North and Central America Asia Other

Number of employees 6,511 2,310 2,755 4,894 187

NGK Employee Status in Fiscal 2015
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M Men B Women

By 5 i i f f é
Employment 3,627 160 299
Type h i ' ' H H H

M Full-time Employees [l Contract Employee M Temporary Employee

NGK has entered into direct contracts with Full-time and Contract Employees and indirect
contracts with Temporary Employees.

T

Average age Average number of years worked u::tti);/er Average salary

15 years
38.6 years old (Men: 14.8 .
: 14.8 years / Women: 16.3 1.29 7 74 4
(Men: 38.6 / Women: 39.2) % ,746,664yen
years)
Number of New Hires Remaining at the Company (3 years)
Total Men Women

New graduate hires in
2013

Retention in 2016 82 73 9
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Respect for People and Ensure Comfortable Workplace

Health and Safety

Aiming for zero industrial accidents, NGK has introduced an Occupational Safety and Health Management System
(OSHMS) in fiscal 2007 as a mechanism for the ongoing systematic implementation of safety and health initiatives based on
company-wide safety and health policies. Since then, we have made efforts to thoroughly embed and operate this system
and strengthen risk assessment.

Also, we are proactively engaged in improving the health of our employees. In recent years, we have focused on reducing
long work hours and health management for employees who work long hours.

Companywide Health and Safety Policy

'Securing the safety and health of each employee is the very foundation of a
company's operation and existence'

1. Comply with Occupational Safety and Health Law and Company Regulations.

2. Engage in activities in line with the OSHMS to continuously raise the safety and
health standards.

3. Promote safety and health activities under good communication with employees.
4. Eliminate the risks of hazards and prevent accidents to provide a pleasant
workplace.

5. Prevent employees' health disorders and promote health enhancement activities.

Enhancing Safety and Health Activities

After an accident at the Chita Site in July 2012, NGK formulated a three-year action plan and strengthened safety measures.
In fiscal 2015, even after the plan had been completed, we continued the exhaustive risk assessment which we began in
fiscal 2012, formulating measures sequentially against the risks picked up from operations which are based on the degree of
importance and risk. We set the degree of risk by assigning points to individual events based on the frequency of occurrence
at work as well as possibility and seriousness of injuries.

Responding to this accident with sincerity, we expanded the scope of assessment into areas such as immediate responses,
conducting an emergency review of the potential for serious accidents, such as getting caught or pulled into machinery and
electric shock hazards, with the aim of promoting both tangible and intangible safety countermeasures.

Safety and Health Education Targeting the Prevention of Workplace Accidents

We also engaged in training to heighten safety and health awareness among employees. In fiscal 2015, we conducted
individual safety education, safety awareness raising activities, and emergency response training as activities for developing
safety-conscious employees. In the individual safety education, we focused on residual risk education, and in safety
awareness raising activities we focused on enhancing awareness. In emergency response training, we provided an action
manual and conducted drills on the initial actions. In addition to OJT for contract workers, accident prevention and traffic
safety trainings are conducted one time a few months after an employee is hired as a company-wide follow-up training effort.
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Work-Related Accidents (NGK) Work-Related Accidents (Domestic Group Companies)

(Cases) BiNon-lost worktime il Lost-worktime (Cases) B Non-lost worktime ] Lost-worktime
15 accidents accidents 15 accidents accidents
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2 12
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Rate of Lost-Worktime Injuries (NGK)

FY1990 FY2012  FY2013  FY2014  FY2015
Al industry total 1.95 1,59 158 1,66 161
Manufacturing 1.30 1.00 0.94 1.06 1.06
industry total
NEK 0.60 0.41 0.28 0.00 0.41

Company-wide total

Work-Related Accidents by Type (past 7 years)

B Caughtin
/between

P Fall on same level
/Fall from height

W Cut

.| Flying and
falling object

[ Collided against
I Electric shock

Rate of Occupational Disease (NGK)

FY2011 FY2012 FY2013 FY2014 FY2015

0.71 0.41 0.14 0 0

Number of Deaths from Work-Related Accidents (NGK and Domestic Group Companies)

FY2011 FY2012 FY2013 FY2014 FY2015

(Person) 1 0 0 0 0

Company-wide Deployment of 5S Activities

Since fiscal 2012, NGK has been promoting the expansion of 5S* activities Company-wide to include administrative
divisions. Teams formed in each workplace promote the establishment of team objectives and periodic times to conduct
activities. Successful examples were reported to the Company-wide Safety and Health Committee and deployed throughout
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the company

* Sort, Set in order, Shine, Standardize and Sustain the workplace.

Following Up with Employees Working Long Hours

NGK provides employees working long hours, including non-regular and part-time employees with ongoing opportunities to
meet with industrial doctors for health consultations and exams.
The results are reported to and followed up on by Safety and Health Committees at each worksite.

Consultations by Employees Working Long Hours

Consultations

FY2011 FY2012 FY2013 FY2014 FY2015
(people)
General 135 125 118 63 154
employees
Managers 149 107 46 46 72

Note: Figures are total number of people. Counted as 80 hours/month, 300 hours/six months.

Enhanced Safety and Health Management

Overtime Work Hour Trends (General employees)

Hours worked

FY2011 FY2012 FY2013 FY2014 FY2015
(per person)
Annual fixed working 1,919 1,919 1,919 1,919 1,919
hours
Annual actual working 2,103 2,089 2,087 2,077 2,085
hours
Average overtime work per 246 24 1 044 245 26.4

month

Aiming for zero accidents, NGK is promoting the creation of an Occupational Safety and Health Management System
(OSHMS). Under the Company-wide Safety and Health Committee, we have established Safety and Health Committees at
each site, department, factory and workplace, applying a PDCA cycle, with the aim of systematic and organizational
improvement of occupational safety and health activities.

In fiscal 2015, we focused our efforts on activities for developing safety-conscious employees and improving hygiene. We
will continue our focus on improving the work environment in accordance with OSHMS.

Worksites with External Certification in Safety and Health Management Systems (JISHA system OSHMS)

Worksite Year Acquired Renewed
2014 Acqui ificati
Nagoya Site 2008 0 cquired certi |c.at|on .
after second renewal inspection
NGK Chita Site 2009 2013
Komaki Site 2009 2015 Second renewal inspection scheduled
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PDCA Cycle

Declaration of policy
| Basic elements
T
Plan opinions
=
‘ related matters
Upgrade
Do
Document
QO management
Ch Inspection/
Acteigr(n improvements Record

Holding a Global Safety and Health Managers Meeting to Review Safety Measures and Prevent
Risks from Arising

The Ceramic Products Business Group of NGK held its first Safety
Process Expert Meeting (PEM) in September 2015. The purpose of
this meeting was to encourage group-wide involvement in reviewing
safety measures and preventing the occurrence of risks. Eleven
supervisors in charge of safety and health and nine manufacturing
managers from inside and outside of Japan gathered at headquarters
to report problems and issues specific to their individual locations,
and discussed causes in reference to past disasters as well as the
future direction of safety activities.

NGK Employees’ Volunteer Team Wins the All-Round Category of Emergency Handling Skill
Contest

The emergency relief team formed by voluntary employees of NGK :’.m“
Insulators Tangshan participated in the Safety Production Emergency EFE20155RLEFRRAEHRLR

Handling Skill Contest held on May 23, 2015 in Tangshan, China, and
won in the team all-round category. Twenty-seven teams comprised
of 594 people in total participated in the contest, and competed on
the speed and accuracy of extinguishing a fire and rescuing injured
people. The NGK Insulators Tangshan emergency relief team marked
high scores in all categories.

We will continue with our efforts to improve our employees’ safety

awareness by regularly conducting drills with our employees to
practice fire-fighting and rescue procedures.

Promotion of Activities Supporting Mental and Physical Health

Four Types of Care for Mental Health

NGK emphasizes the importance of promoting the health, both physical and mental, of its employees. The medical status of
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employees working long hours and the condition of those who need medical treatment are reported at monthly Safety and
Health Committee meetings held at each site in an effort to thoroughly promote the reduction of work performed outside
normal working hours.

We deploy ongoing activities focused on the Four Types of Care recommended by the Ministry of Health, Labour and
Welfare. In fiscal 2015, we worked on taking adequate personnel measures by closely exchanging information between our
industrial physicians and the Human Resources department on employees with mental health problems. We are conducting
mental health surveys including questions on sleep disorder, and our industrial physicians interview those employees who
have any trouble. We will conduct stress checks starting in September 2016.

Four Types of Care

Line Care
Self-care (Care by supervisors)
4 Types
of Care
Ca rre\et.)a)l’tit?(sjt l;'#"‘a' Care by resources

within business sites outside business sites

Position-Based Mental Care Education

We conduct ongoing position-based mental care education. Again in fiscal 2015, we provided education for new hires,
regular employees and managers totaling 558 people. The education of managers focused on practical study, not only
learning from lectures, but also through support for people in the workplace who are mental and practicing methods of
careful listening®1 and autogenic training*2.

In addition, NGK gives consideration to employees on sick leave, providing systems such as starting back to work on a
half-day basis, gradually increasing to regular work hours after consultation with an industrial physician, enabling employees
to devote their full attention to recovery with peace of mind.

Also, in consideration of the various stress-inducing aspects of overseas postings, such as climates, cultures and
environments that differ from Japan, NGK makes an effort to provide health consultations focused on mental healthcare.

*1 The careful listening method: Practical instruction involving two people role play as listener and speaker while pretending to discuss a problem.
The objective is to better understand the speaker (subordinates), build better relationships and eliminate stress.

*2 The autogenic training method: Training method for physical and mental relaxation aimed at recovering from physical exhaustion, easing stress,
improving work productivity and mitigating depression and anxiety.

Position-Based Mental Care Education is conducted at NGK. (People)
FY2011 FY2012 FY2013 FY2014 FY2015
New hires 97 103 88 56 199
eﬁg;?':és 178 227 293 291 272
Managers 40 63 95 95 87

Elimination of Harassment

The NGK Group deals strictly with harassing behavior (for example, sexual harassment or power harassment) by employees
that is injurious to individual dignity and interferes with workplace order and business execution.

Efforts are made to respect the diversity, character and individuality of each of our employees, while avoiding discrimination
based on one’s birthplace, nationality, creed, religion, gender, race, ethnicity, age, physical abilities, medical history,
education or social position. Furthermore, we do not allow forced labor, child labor or any other forms of inhumane conduct.
In addition to holding lectures aimed at preventing harassment, we also cover the prevention of harassment in compliance
training to inculcate a thorough awareness among employees at all levels and positions. We established the helpline for
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consultation and reporting of harassment in the workplace.

» Compliance training
» Helpline system

NGK Group Harassment Elimination Activities

FY2011 FY2012 FY2013
Lectures held 6 6 4
Participants 227 229 189
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Respect for People and Ensure Comfortable Workplace

Diversity

It is NGK Group basic policy to recruit human resources and offer stable employment and equal opportunities regardless of

race, nationality, creed, gender, or physical abilities. Also, in an aim to promote autonomy and independence, NGK

maintains the human resource systems necessary to provide employees with fair compensation commensurate with their

degree of contribution to the company.

NGK New Graduate Hires

Note: Excluding new graduates planned to transfer from temporary to regular positions

(People)
i University graduate
Joined
company
Total Men Women
April 2012 60 50 10
April 2013 62 53 9
April 2014 36 28 8
April 2015 38 29 9
April 2016 94 67 27
NGK Mid-Career Hires
(People)
Joined company Men
Total university
graduates
April 2011 -
March 2012 82 30
April 2012 -
March 2013 %3 17
April 2013 -
March 2014 ! 3
April 2014 -
March 2015 49 15
April 2015 -
March 2016 200 69

High
Junior college/ '9
: school
Vocational School
graduates
0 42
0 25
0 20
0 30
0 60
Total
V\/.ome.n Other Other
university
men women
graduates
6 37 9
15 21 0
1 3 0
4 30 0
12 116 3
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Promoting the Success of Women

Appointment of Female Key Personnel (Management Staff)

The NGK Group strives to increase opportunities for motivated and skilled people to enhance their skills regardless of
gender. We are also engaged in the creation of an environment that makes working comfortable for women.The number of
female key personnel (management staff) of NGK in fiscal 2015 was 14.

Promoting Use of the System for Transferring to General Employment Jobs among Women

NGK has instituted a System for Transferring to General Employment Jobs, enabling employees who joined the company in
general employment positions to transfer into career-track positions offering a wider range of duties and specializations.
Career plan roundtable discussions led by employees who have transferred to career-track jobs and other activities to
promote use of this system resulted in a total of 70 employees, including 10 in fiscal 2015, transferring from office work to
general employment jobs.

Establishment of a Career Consultation Helpdesk

In March 2016 we established a career consultation helpdesk for employees to discuss career-related concerns for women
while working at a workplace with few women. At the helpdesk, certified career counselors provide support and consultation
services to employees, while strictly observing confidentiality.

Certified as a Company Promoting Women'’s Activities by the
City of Nagoya*

In recognition of our efforts to create a workplace environment that
encourages women'’s activities such as revising our System for
Transferring to General Employment Jobs, we were certified as a Company

Promoting Women'’s Activities by the city of Nagoya in January 2012. In January 2012 Company Promoting
2014, our certification was renewed in recognition of our continuous efforts Women’s Activities (City of
Nagoya)

to promote women’s active participation to their working life and to further

improve our internal systems. NGK is certified as a Company Promoting
Women'’s Activities by the city of Nagoya.

* Note: System for certifying companies that conduct outstanding initiatives enabling

women to actively participate in the workplace in the areas of (1) awareness

improvement, (2) work-life balance and (3) promotion of women’s active participation.

Submitting our Action Plan for Promoting Women’s Active Participation to their Working Life to MHLW

On January 28th, 2016, NGK submitted a notification of formulating an
action plan in accordance with the Act to Advance Women’s Active
Participation to their Working Life to the Ministry of Health, Labour and
Welfare. This submission was made together with seven companies within
the prefecture prior to other certified companies. We formulated an action
plan for creating employment and workplace environment which enhances
women’s participation. In order to achieve our goals, we will continue
working to solve problems through various initiatives.

Tadaaki Yamada, Vice President and General Manager of the Human Resources
Department, is submitting the action plan (on the right in the photo). He said, “We will
provide a wide range of opportunities for female employees, and make the most of their
inherent potential through each suitable work style. We wish them to advance their skills.”

Action Plan

Topics

- Although gender is not a consideration in terms of issues, criteria for promotion, and service years, the number of
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women in management positions and its candidates is small.
- Occupational range (job types, job locations and titles) for successful women is limited.

Goals

- Fostering a corporate culture that promotes women'’s active participation
- Increasing the number of candidates for managers (section chief level) by 1.5 times and preparing them for
appointment to management positions in future.

Initiative 1: Raising career awareness of female employees, and utilizing their inherent potential.

Initiative 2: Increasing the ratio of women among new graduate hires and diversifying career opportunities.

Ratio of women employees

FY2011 FY2012 FY2013 FY2014 FY2015
Ratio of women
. 13.1% 13.4% 13.3% 12.9% 12.6%
employees *1
Ratio of ki
atio of women key 1.1% 1.0% 1.5% 1.8% 1.8%
personnel *2
Ratio of women
general employees 16.6% 16.9% 16.6% 16.1% 15.6%

*3

Ratio of Women in Managerial Positions at Overseas Group Companies (as of August 2015)

North and
Europe Central Asia Other
America
Ratio of i
atio of women in 7% 12% 28% 22%

managerial positions *2

*1 Ratio among all employees *2 Ratio to all key personnel *3 Ratio among all general employees

Expanding Employment of the People with disabilities beyond the Legally Stipulated
Rate

The NGK Group is engaged in initiatives to expand employment of people with disabilities. As a result of promoting
employment by accepting students from special needs schools as trainees and hiring participants from employment
seminars for people with disabilities, the ratio of people with disabilities employed by NGK at the end of fiscal 2015 was
2.18%, which exceeded the legally mandated ratio of 2.0% instituted in April 2013 for the third straight year.

In fiscal 2015, trainees from special needs schools have increased as a part of our attempt to promote recruiting them for
manufacturing division.

Percentage of Employees with disabilities (NGK)
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Various Systems Attempting to Make Use of Diverse Human Resources

The NGK Group employs systems promoting the use of human resources based on the idea that human resource diversity
is linked to changes in organizational culture.

Human Resources Utilization Systems Aligned with Employee Individuality and Skills

To open the way for employees to take full advantage of their individuality and skills, NGK operates an internal job
application system. Open positions are announced internally and eligible applicants are appointed, a system for career track
registration enabling applicants to register their work history, qualifications and desired position to provide an opportunity for
individuals to carry out their work duties with a sense of satisfaction, and a system designated as “FA (free agent)” for
employees to register their personal desires and preference of jobs to appeal themselves internally.

Internal Job Application System Results

Fiscal year 2011 2012 2013 2014 2015
Applications 16 3 5 19 o5
(Cases)
Recruits (People) 27 4 3 23 36
Applicants
12 2
(People) 9 8 3 3
Successful
applications 3 4 1 8 9
(People)

Career Follow-Up System

Fiscal year 2011 2012 2013 2014 2015
Registered
(People) 2 ! S 2 2
Transferred
(People) 2 2 0 1 1
FA System
Fiscal Year 2015
Registered (People) 2
Transferred (People) 1
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Promoting the Regular Employment of Manufacturing Contract Employees

NGK established a system for appointing manufacturing contract employees to become regular employees, and 25
employees were appointed in fiscal 2015. Excellent employees are identified through biannual human resource
assessments and recommended by division heads to sit for the regular employee promotion exam. Those who pass the
exam become regular employees.

Excellent workers out of the ones who transfer to regular employment positions also have a chance for promotion to two
higher ranks of company qualification. In fiscal 2015, 11 employees were promoted under this system.

Transfers from Contract Manufacturing Worker to Regular Employee

Fiscal year 2011 2012 2013 2014 2015
Converted 23 17 4 27 25
employees

Double Promotions

Fiscal year 2011 2012 2013 2014 2015
Promoted 1 1" 7 4 1
employees

Management of Follow-up System to Fit Young Employees in the Workplace

To prevent career mismatches, there is a follow-up system for younger employees in NGK. We conduct surveys and
interviews about their jobs and the work environment to employees in their second year and manufacturing technology staff
in their third or fourth year of employment. If they desire, feedback is provided to their superior managers, leading to younger
employee’s job stability. A job rotation system is provided for young career-track employees, and those in their fourth year
and beyond are transferred to a different job including overseas and outside of the departments to which they currently
belong.

System for Rehiring Employees Including Half-Time Employment Option

NGK introduced a rehiring system after retirement for regular employees in 2001, and for management staff in 2007. In fiscal
2013, we upgraded this system in accordance with the work style of senior employees by offering full-time or half-time
employment options.

NGK Rehiring System

Fiscal year 2011 2012 2013 2014 2015
Rehired employees 222 213 196 150 157
Of which are half-time 53 65 62 33 %
employees
Ratio of rehired employees 6.1% 5.8% 539 4.0% 3.9%

among all employees*

Note: All employees excluding contract and part time employees.
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Respect for People and Ensure Comfortable Workplace

Work-life balance

To promote a work-life balance and reduce long working hours, in fiscal 2011 NGK formulated specific rules based on
initiatives that had been conducted by labor-management over the previous three fiscal periods.

Seven Rules for Promoting a Work-Life Balance

. No more than 70 hours of overtime work per month

. Overtime work exceeding 45 hours per month limited to six months each year
. At least six days of paid leave must be taken each year

. No more than 300 hours of overtime work per six months

a A WO N =

. In principle, there will be no overtime work on refresh days (Wednesdays and Fridays). If overtime is
necessary, a prior permit application must be submitted.

6. In principle, work must not be performed for more than seven days straight. If work in excess of seven
days straight is necessary, a prior permit application must be submitted.

7. Written applications must be submitted when requesting employees work on holidays or late at night.

Initiatives to Limit Overtime Work

If, for any reason, overtime work in excess of 45 hour per month appears likely, the reason for the increase in overtime work
must be confirmed through prior labor-management consultations to distribute time periods and workloads or increase the
number of employees.

Countermeasures for Mitigating Increased Overtime Working Hours

Each year, the NGK discloses hours worked and paid leave utilization statistics to its Worker's Union for discussion and
countermeasure deliberation purposes.

For employees identified as working long hours, the Worker's Union meets with each workplace individually to discuss these
details and devise countermeasures.

Employees who have been temporarily assigned overseas must submit in writing the reason for working long hours and are
required to submit to a health check.

Rate of Paid Leave Utilization at NGK

Fiscal year 2011 2012 2013 2014 2015
Days granted 171 17.6 17.8 18.4 18.3
Days used 10.5 10.9 1.2 12.7 11.9
Utilization rate 60.6% 62.0% 62.6% 69.1% 65.2%

For the third consecutive year, For the fifth or more consecutive year,
more than 99% of employees use six average number of used days of

For the fifth or more consecutiveyear,
use rate of granted paid leave
or more granted days of paid leave granted paid leave exceeds 10.0

exceaeded 60%
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Enhancing Systems Supporting Work-Life Balance

Enhancing Systems Supporting Work-Life Balance

NGK offers flexible systems to help employees maintain a balance between work and lifestyle, especially family care. To
support childcare and nursing care, we are enhancing financial support by providing a babysitter expense subsidy system,
and a lump-sum payment system for nursing care support. Considering , the working environment, we support by providing
shortened working hour system.

Enhancement of Work-Life Balance System

In 2010, NGK made a major revision to its human resource system, and we have since been continuously enhancing our
support measures by identifying employees’ needs. One recent example is the establishment of a system in 2013 to allow
employees to take a leave of absence for accompanying a spouse posted overseas for work.

Six weeks Eight weeks § One § 18 months Three § Primary Fourth year of
before birth following year § or end of March years § school elementary
giving birth old § after turning one il old enrollment
o I e o o o o o

Interview Pre-matemity leave Interview Post-maternity leave Interview

Time off before/after birth

;@f\g | Time off for family nursing care (accumulated vacation use) ‘
ff : : ‘ : : :
e ' Childcare leave § i '
i system i
for fathers  §

Shortened working hours system for childcare
System for taking annual paid leave in hourly Increments
: for employees working shortened hours

Work

fo Partial payment of hourly wfages 0 Lump sum payment @ School enrollment
. during maternity leave ‘ ; . six months after ; . cash gift
Financial returning to work | ‘

support ® Maternity gift p:nyment :
: : Babysltter expense subsldy system

Overview of Childrearing Support Measures and Users

Systems that Exceed Legal Requirements
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System name

Childcare
leave of
absence

Shortened
working hours
during
childrearing

Details

Last day of
the month in
which the
child turns
18 months
old or the
end of March
after the
child turns
one,
whichever
longer (Legal
requirement:
until child is
18 months
old)

Six hours or
seven hours
per day for
employees
until the
fiscal year
when their
children start
fourth grade
in
elementary
school
(Legal
requirement:
Only for
children not
yet three
years old)

Fiscal Year

Female

Of which
returned to
work
(Ratio of
returned)

Ratio of
employees
still working
a year after
returning to

work

Male

Of which
returned to
work
(Ratio of
returned)

Ratio of
employees
still working
a year after
returning to

work

Users

Systems Operated Independently by NGK

2012

16

16
(100%)

100%

(100%)

100%

33
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Number of users

2013 2014
21 26
19 24

(90.5%) (92.3%)

100% 100%
8 11
8 11
(100%) (100%)
100% 100%
38 43

2015

29

(Taking a leave of
absence)

(Taking a leave of
absence)

10

9
(Taking a leave of
absence)

(Taking a leave of
absence)

53



System name

Lump sum payment six
months after returning to
work

System for taking
annual paid leave in
hourly increments for

employees working
shortened hours

Childcare leave system
for fathers

Pre-maternity leave
interview

Interview before
returning to work

System for
accompanying family on
overseas assignment

Maternity gift (family
fund)

Elementary school
enrollment gift (family
fund)

Babysitter expense
subsidy (family fund)

Details

Lump-sum payment received six
months after returning to work

Paid leave can be taken in
hourly increments by employees
working shortened hours (one
day). Convenient for those with
children who suddenly develop a
fever and need to leave early

Unused annual paid holidays
can be used for childcare leave
of absence

Interview attended by employee,
HR and supervisor to provide the
employee with peace of mind
while on maternity leave and
ensure both sides have proper
understanding of procedures
related to systems supporting
childcare and work.

Supports smooth transition back
to work focused on work details
and work style.

Enables employees to take a
leave of absence of up to two
years and six months while
accompanying a spouse
(including a non-NGK employee)
posted overseas for work, and
allows employees to continue
their career path, which was
difficult to do prior to the
establishment of this system.

¥50,000 gift when a child is born

¥50,000 gift when a child enrolls
in elementary school 106 cases

Provides up to ¥100,000 per
year for employees who must
pay for a babysitter or daycare
due to working hours.

FY2012

11

Unintroduced

15

13

156cases

106cases

25

FY2013

13

13

23

14

165cases

134cases

33

FY2014

20

20

11

25

14

183cases

137cases

13

FY2015

16

53

11

22

27

173cases

124cases

A user of the system for accompanying family on overseas assignment

Noriko Izumi, Sales and Marketing Division, Power Business Group

When my husband was posted to Holland, | decided to use this system and accompany him in consideration of the
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family environment for our two small children. We have been able to share a lot of time together in Holland because
we live together. Living in Europe where there are many countries close to each other has been a good opportunity
for our children to experience different cultures directly.

When | return to work, | want to use the energy | have accumulated during this leave to perform much better than

before.

List of Systems for Nursing Care Support

. Flex time System
 Late night working hours exemption | Shortened working hours

T

Financial Care leave benefits

support Care leave donations

* Time off for caregiving
1. In principle, taken once for the reason of caregiving for the same family member. (Period: Last day of month one year

after taking leave)
2. For caregiving requiring a total of 93 days or less, employees can repeatedly take multiple days off for the reason of
caregiving for the same family member. {Period: Up to a total of 93 days}

Revising the Mutual Aid System to Enhance Support for Family Care

In September 2015, we enhanced our mutual aid system, the Family Fund, for the welfare of employees belonging
to NGK, the NGK Workers’ Union and the NGK Health Insurance Association. Major revisions include the areas that
were difficult to complement in the previous system such as supporting nursing care for elders, lump-sum payment
at the time of retirement and rehiring, and congratulatory or condolence money. In particular, nursing care support is
a social issue that anybody could face, and so we consider a wide range of support is required in this area. In
addition to the existing system of supporting leaves of absence for nursing care, we newly established a system to
provide lump-sum payment for employees whose family members are certified as requiring nursing care.

Establishment of a Work and Life style, Especially Family
Life Support Site on the Company Intranet

To spread awareness of childrearing measures, a work and family support site was
created on the company intranet to describe various systems and support measures,
as well as introduce feedback from users of these systems. A consultation function
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was added, enabling employees to communicate directly with the people responsible
for facilitating support. The same information is provided in internal company reports.
Furthermore, employees taking time off to give birth or care for children are provided
with a presentation explaining how these systems work, which includes the
participation of their supervisor to ensure both sides have a clear understanding of
what these policies entail in an effort to create an environment in which taking
advantage of these systems and support is as easy for the user as possible.

December 2012 Company Supporting Childcare (Ministry of Health, Labour
and Welfare)
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Respect for People and Ensure Comfortable Workplace

Human Resource Development

At NGK, people are our most precious management resource. With respect for employee motivation and ambition, we
engage in the cultivation of human resources who will lead the next generation. In recent years, NGK has concentrated
efforts on the enhancement of training to develop future leaders to take management positions as well as global talented
staff to support our overseas business expansion.

In fiscal 2015, we reinforced education programs for globalization and innovation.

In global training, we newly introduced global mindset training for all newly appointed section chiefs. We provided global
training to a wider range of employees in terms of job grades and job types, by introducing personal counseling and mindset
training to English language lessons for new employees, and expanding training for developing global human resources to
domestic workers while this training was limited to the candidates for overseas posts.

Innovation training was revised by expanding the scope of target trainees and upgrading the contents. In terms of target
trainees, innovation training was included in training for newly appointed section chiefs. Regarding the contents, we newly
implemented a program jointly with other companies to encompass idea generation through to the proposal of new
businesses.

Promoting Human Resource Cultivation through
the Establishment of Systems in Four Areas

Career Education

(Tralning conducted at speclfic milestones such as
when employees Jolh the company or are promoted)

Promoting Systematic Education through Nearly 120 Programs

NGK is engaged in systematic human resources training covering the four areas based on training conducted at each
juncture of an employee's career, such as when joining the company or receiving a promotion. Other than compulsory
position-based training, we conduct functional training, offering approximately 120 types of programs throughout the year.
NGK conducts management training, including management foundational training targeting newly appointed Group
managers, which we are expanding to include younger key personal. Manufacturing training covers categories including
worksite capability enhancement and supervisor training, while training for younger employees continued to focus on
materials, forming, processing, drying, firing and other ceramics manufacturing fundamentals. Global training includes
mindset such as cross-cultural communication, presentation skills, business skills such as international law and labor
management, health and safety management, and compliance related education. Foreign language training for various
languages is also provided.

Business skills training is provided as a program aimed at enhancing the skills of all our employees. We are engaged in
planning optimized training in consideration of not only company needs but also employees' business needs.

FY2015 Training Scheme
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Innovation training Leadership training for enhancing worksite

capabilities
Training Participant Summary (total Average time spent in training annually per
participants) employee

FY2013 FY2014 FY2015

Men 28 22 21.8
Women 15 14 154
key 18 15 15.3
personal
General 28 23 295
employees
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FY2013 FY2014 FY2015

Key
personal 927 960 876
Men

Key
personal 37 30 16
Women

General
employees 2,779 2,752 2,775
Men

General
employees 308 302 321
Women

Men (total) 3,706 3,712 3,651

Women

345 332 337
(total)

Average annual cost of training per full-time employee (¥10 thousand)

FY2011 FY2012 FY2013 FY2014 FY2015

Average expenses 1" " " " 10

Quality Improvement Training for manufacturing

In line with a younger workforce and an increase in mid-career hires coming from a variety of backgrounds, it is necessary to
create training programs that cover a variety of needs. Given these conditions, we provide quality improvement training for
employees in manufacturing divisions in four classes based on the skills and experience of the participants. The trainees
learn and try practical exercise based on their level of understanding and type of job.

Number of Participants in Quality Improvement Related Training in FY2015
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Leader training for worksite capability enhancement 8

Leader training for worksite capability enhancement at Ishikawa

Plant 8
Follow-up training for worksite capability enhancement 30
Instructor development training for worksite capability 5
enhancement

Instructor brush-up training for worksite capability enhancement 19
Worksite |IE basic 16
Quality control | 26
Quality control Il 90

Measuring Human Resource Development Achievements Using Quantitative Indices

We introduced quantitative indices to objectively evaluate the results of human resource development. We aim to accelerate
employee skills development by making use of these objective evaluations.

Quantitative Indicators to Measure the Outcomes of Human Resources Development

- Implementing assessments of understanding and satisfaction level after training using post-training surveys
- Checking the achievement level by the TOEIC test and instructors (native speakers of the target language)
- Tests during and after the training

- Calculated cost of loss

- Evaluation scores by judges etc.

Onsite Leader Human Resource Development

As veteran employees retire in large numbers, the ratio of employees with limited experience is increasing at manufacturing
sites. The NGK Group is systematically promoting training aimed at strengthening worksite capabilities.

Progress of Training Aimed at Strengthening Worksite Capabilities
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NGK began training to develop in-house instructors with the aim of educating human

Flscal 2 01 1 resources able to lead the manufacturing divisions. Three courses, the longest of which
was 18 days in duration, were held on low-cost management and set-up improvement
guidance.

v

Flscal 201 3 12 employees who completed leader training attended. In addition to the 13 employees
already trained, bringing the total number of instructors to 25.

v

We held training to brush up skills of trained instructors. As of fiscal 2013, a total of 21

Fiscal 201 4 employees had participated in instructor development training. To further enhance skills,
improvement activity examples were shared and examples from all plants were collected
to create in-house case studies.

v

201 5 Employees who had completed in-house instructor development training served as lecturers
Fiscal and taught methods for reducing and improving manufacturing cost using case studies.
The contents of training programs were formulated by the instructors in charge of each
program, and they incorporated their worksite experiences as instructors.

Furthermore, in fiscal 2011, NGK began training for all manufacturing site worksite leaders aimed at improving the
leadership qualities and communication skills of on-site leaders that guide and cultivate younger employees. In fiscal 2015,
41 newly appointed worksite leaders underwent training on labor management and recognition of the role of the worksite
leader.

In training aimed at enhancing worksite capabilities, actual work improvement ability details were converted to a yen amount
as one means of assessing the results of improvements.

FY 2015 Training Results

In-house instructor development training: 4 days 5 completed
Brush-up training: 2 days 7 completed
Worksite leader training: 2.5 days 41 completed
Financial impact of improvement training results (Total amount) 6.41y2:|lion
Financial impact of individual improvement results 0.8 million yen
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Voice of an In-House Instructor

Tadayoshi Sasaki

NGK ADREC CO., LTD.

| play a role as an in-house instructor. In order to keep upwith the accelerating speed of business, we need
topromptly develop worksite leaders who can take theinitiative so that we can enhance manufacturingcapabilities
and succeed in global competition. Whentraining my juniors, | try to have them experience joy,accomplishment, and
exhilaration by solving problems withcolleagues so that they can pursue higher goals whilefinding satisfaction in the
process.

Mr. Sasaki introducing cost-reduction improvement ~ Currently we have about 30 in-house instructors.

cases in his training program. They improve the training programs through
continuous discussions.

English Instruction for New Employees

With the aim of rapidly cultivating global human resources, we began English language instruction in fiscal 2011 targeting all
new hires in general positions.

The training is level-based and conducted during the first year of employment, consisting of foundation development training
led by Japanese instructors and training to develop practical business skills led by native speakers to meet the individual
achievement levels. In addition, teams are formed with trainees of different levels of ability in an attempt to enhance
capabilities through friendly competition during the training.

In fiscal 2015, we added a program to enhance external communication skills required for global human resources. In order
to reinforce employees' awareness of globalization and to raise their motivation, we added global mindset training and
encouraged self-driven initiatives based on an awareness of their own goals. Furthermore, we started to offer personal
counseling in July and November for instructors and secretariat to gain a better insight of individual progress and to provide
good advice.

Time spent learning English hours
per employmentnew hire 128 per
(fiscal 2015 results) year

Practical Overseas Training

NGK conducts overseas practical training conducted over a period of six month at global Group companies with the aim of
developing global human resources. The training focuses on developing practical business and communication skills in a
cross-cultural environment targeting young employees who are future candidates for overseas postings.

In fiscal 2015, two employees recommended by their divisions participated in language training for two months in the U.K.
and in China. After the training, one of them was posted to Germany and the other participated in another four-month
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practical training in China. Since this training system started in 2010, a total of 48 employees have participated in the
training programs and 31 of them have been posted overseas.
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Respect for People and Ensure Comfortable Workplace

Dialogue with Employees

CSR Talk Live (Dialogue with Employees Aimed at CSR Practices)

To deepen each and every employee’s understanding of CSR initiatives, NGK conducts “CSR Talk Live,” a talk event
facilitating direct discussion between senior management and employees held at all domestic sites since fiscal 2009. Going
forward, we will attempt to further inculcate CSR through additional direct dialogues.

An overview of fiscal 2015 CSR Talk Live is presented in the digest.
» CSR Talk Live

Distributing the Latest Information on CSR Activities on the CSR-Web

The CSR-Web was established on our intranet to introduce Group CSR initiatives with the intent of inculcating an awareness
of CSR among all NGK domestic Group In addition to sharing CSR topics with all employees and presenting objectives for
each area, information on the site is regularly updated to include CSR Committee meeting discussions and all, in principle,
Q&A between senior management and general employees who attend the CSR Talk Live event in an attempt to provide a
wealth of content only available on this website.

TS cane R OIS e CEITD

Communication between Labor and Management

NGK makes an effort to build labor-management relations founded on mutual trust through communication with various
consultative bodies, such as the Labor-Management Advisory Board, the Office Advisory Board and the Regular Labor-
Management Council.

NGK and the NGK Worker’s Union hold Labor-Management Advisory Board meetings to talk about business conditions and
performance, and Office Advisory Board meetings to share issues pertaining to manufacturing, work systems and workplace
environments from each worksite. In addition, at Regular Labor-Management Council meetings, labor and management also
proactively exchange opinions.

Labor and management value the implementation of measures to improve employees' work styles in diverse ways, rather
than just focusing on work hours. In fiscal 2015, we regularly held study sessions covering all work-life balance issues. As a
result of these discussions, it became possible to use accumulated paid leave for infertility treatment starting in July 2015,
and in September 2015 a lump-sum payment system was introduced for nursing care support.

Survey on Workplace Vitality

NGK conducts a survey to measure workplace vitality every two years, collecting responses from the entire workforce. The
survey aims to identify organizational issues associated with the workplace by analyzing responses to questions to evaluate
employee satisfaction, and carry out measures to increase their satisfaction with jobs and work systems. Overall survey
results are reported in the internal newsletter, while the results of individual organizations are provided to each related
manager for use in day-to-day activities to improve the workplace environment.
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Respect for People and Ensure Comfortable Workplace

CSR Talk Live

In an effort to deepen employees' understanding of CSR and related initiatives, the NGK Group hosts "CSR Talk Live." This
event is held at all sites in Japan to provide an opportunity for direct discussion with senior management on this topic,
starting in fiscal 2009.

In fiscal 2015, a total of ten events were organized in seven locations, including NGK Filtech, Ikebukuro Horo Kogyo and
NGK Fine Mold, and were attended by a total of 388 employees.

In each session, a senior manager talked about the importance of NGK Group CSR initiatives, while representatives from
the Environmental Management Department and CSR Promotion Office detailed the CSR Report, using specific examples.
These presentations were followed by a Q&A session focusing on topics including environmental conservation, workplace
safety, CSR activities and utilization of the helpline.

A post-event survey was conducted to collect feedback, which included statements such as "This event has made me feel
proud about being a member of the NGK Group," and "This event should also be held at overseas sites." These comments
illustrate the depth of employee understanding about CSR activities. We will continue this activity in order to further facilitate
CSR efforts within the Group.

CSR Talk Live Held in Fiscal 2015

Number of
Pl Dat
ace ae Participants
December 8 50
Nagoya Site, Aichi December 11 49
Prefecture
December 16 50
Chita Site, Aichi Prefecture December 2 48
Komaki Site,
Aichi Prefecture October 20 49
Ishikawa Plant,
Ishikawa Prefecture November 25 23
NGK Filtech, Ltd. October 28 26
Ikebukuro Horo Kogyo Co., December 1 37
Ltd.
NGK Fine Molds, Ltd. November 5 30
Group companies in December 10 2%

Nagoya Site

CSR Talk Live Questions and Answers in the CSR Talk Live (Excerpt)
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@®Number of Participants by Age Group

60s: 12 .,  —Nonregular employees (all ages): 6

505 96 —._\ ‘ ~—20s: 90

Total:
388

40s:82 ' " 30s: 102

@ Evaluation of Presentation (Number of survey responses)

CSR Activities of the NGK Group CSR Report

Difficult to
understand: 3

Understood very well: Dificult to

59 ~— Understood
understand: 4

very well: 50

\

Understood:—
108

Understood:—
112

Human resources: Diversity

Q. What are NGK's major initiatives to promote women's career advancement and empowerment?

A.

We are striving to employ more women and increase the number of women promoted to key positions,
and working on setting goals for that purpose. NGK may be behind other companies generally in this
field, but we have promoted a current total of 14 female employees to key positions. This number is
coming close to the average level in the manufacturing sector. We are planning to expand female
employment for career track positions in the future.

CSR: Management

Q. NGKiis pursuing CSR activities in business engagement in addition to the area of volunteer

A.

work and social action. What are key approaches to fulfilling CSR in actual business activities?

One key approach is to comply with social rules. We also place great efforts on contributing to society
through pursuing our business growth, for which we will focus primarily on supplying quality products. It
is also important to assess the working environment of suppliers. To do this, we will conduct various
surveys in this field.

CSR: Overseas bases

Q. Will you tell us about activities to raise CSR awareness at overseas Group companies?

A.

We have not yet launched CSR Talk Live or distributed the relevant handbooks overseas.
Acknowledging that it is difficult to simultaneously expand activities conducted in Japan to other
locations on a full scale, we are planning to introduce important themes in a stepwise manner, starting
with safety and compliance. In doing so, we need to pay due consideration to differences from Japan
with regard to legal systems and cultural background.

Environment: Reducing CO2 emissions

Q. It seems that our potential to reduce CO2 emissions is reaching its end. How will we continue

our CO2 reduction efforts in the coming years under the new Five-Year Plan?
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/. CO2 reduction has been defined as an important theme in the new Five-Year Plan. As correctly pointed
out just now, it seems that we have done almost everything we can in this area. But we can still continue
working to achieve improvement to get to minimal levels, even at 1 or 2%, compared with the drastic
reductions attained in past years. We believe that we can accomplish the targets by adequately
pressing ahead with new/reformed manufacturing structures initiatives.

Compliance: Competition law

Q. When talking with partner companies recently, | often feel deep concern that competition-related
regulations have been tightening. This becomes a major issue we face when wishing to use
technologies owned by rival companies, which occasionally is a critically important
requirement. What should we do about engaging in technology exchange?

A. In principle, for technologies, we recommend vigorous information exchange with competitors. But you
need to be careful not to cause misunderstandings. Since specific competitors vary in each division, ask
advice from your manager as necessary. When you are not confident about what to do, consult the
Global Compliance Office. You should not decide for yourself alone.
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Supply Chain

With a basic policy centered on the three principles of openness and fairness, partnership and relationship with society, the
NGK Group is engaged in fair, free and transparent business transactions with the procurement partners in our supply chain.

Basic Approach

The NGK Group has established the Basic Purchasing Policy in an attempt to conduct fair and honest business transactions
and to prosper together with all our procurement partners.

Basic Purchasing Policy

Open and Fair

Open, fair, and equitable procurement
Pursuit of the competition principles and profitability

Partnership

Mutual prosperity based on mutual trust with suppliers

Relationship with Society

Compliance with laws
Preservation of global environment
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Supply Chain

Promotion of CSR Procurement

The entire NGK Group gives priority to select suppliers with the same amount of consideration for the importance of CSR as
the NGK Group, as well as green procurement, which gives priority to purchasing products and services with low
environmental impact amid increasing societal demand for the realization of CSR activities as overall supply chain activities.
In fiscal 2013, the CSR Procurement Guidelines were revised.

CSR Procurement Guidelines

In fiscal 2013, the NGK Group revised the CSR Procurement Guidelines. This involved organizing previously established
guidelines in accordance with the Basic Purchasing Policy and adding sections on disputed minerals, corruption and
principles regarding human rights and labor. Having partially revised existing Green Procurement Guidelines, we newly
incorporated them as "Green Procurement Standards" into the CSR Procurement Guidelines as a supplemental material.
While these guidelines apply to all NGK Group suppliers, we also ask that they are understood and followed by the suppliers
who supply our suppliers. We constantly attempt to expand and practice these initiatives by disclosing these guidelines to all
NGK and global Group company suppliers. The CSR Procurement Guidelines are published in Japanese, English and
Chinese languages, available below.

» CSR Procurement Guidelines Supplemental Materials

Procuring Resources and Raw Materials Responsibly

The NGK Group conducts procurement activities that consider impacts on regional communities stemming from the use of
raw materials (e.g. "conflict minerals" including tin, tantalum, tungsten and gold from the Democratic Republic of the Congo
and neighboring countries, as well as minerals that are the source of funds for armed insurgencies in that region) with the
potential to cause social issues such as human rights violations and poverty, and takes steps to avoid using such materials
when there is risk of adverse impact.

Developing CSR Procurement in Conjunction with Societal Trends

The NGK Group has engaged in the expansion of CSR Procurement by inculcating an understanding of CSR Procurement
among its suppliers and conducting status surveys by fiscal 2013, and by taking proactive steps to compliance with the CSR
procurement Guidelines since fiscal 2014 while expanding CSR Procurement activities to new suppliers. Going forward, we
will consider societal trends by confirming the initiatives of leading organizations and business partners while aiming for
greater quality through the maintenance and continuation of CSR Procurement activities with suppliers. We will also promote
appropriate activities in each country and region where we operate overseas Group companies.

mOngoing Promotion of CSR Procurement
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Penetration (understanding) Status surveys Compliance (agreement)  Maintain and continuation
—Status surveys —Understanding —Expansion —Increas quality

2010 201 2012 2013 2014 2015 -
. Request that suppliers agree to comply with
Conduct supplier status surveys o .
using CSR sefchecklst P oracarement Cudelines. ottain and

Conduct ongoing communication activities with procurement partners

: : Conduct one-on-one . .
Hold earnings presentations meetings in Japan and overseas Operate Supplier Helpline

Held Buyer Training for Employees of Overseas Group Companies

The Purchasing Department of NGK held buyer training for the employees in charge of procurement for NGK
Ceramics Indonesia in November 2015, and for NGK Ceramics in Poland in February 2016. This training aimed to
reinforce the procurement capabilities of overseas NGK companies and upgrade the skills of employees in charge of
procurement. The trainees learned how to conduct procurement efficiently, including knowledge on the roles of the
procurement department, procurement know-how, and supplier management.
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Supply Chain

Fair and Honest Procurement Partner Evaluations and Extensive Resource Diversification

In accordance with the Basic Purchasing Policy, the NGK Group selects procurement partners based on fair and honest
evaluations. We also attempt to ensure procurement when disasters occur through the extensive diversification of

procurement resources.

Selection of Suppliers Based on Fair and Honest Evaluations

NGK opens its doors to a wide range of procurement sources, including companies with which it has had no previous
transactions. In terms of selecting new suppliers, we choose from multiple companies through fair and honest evaluation of
their CSR initiatives, environmental conservation efforts and financial condition as well as quality, cost and delivery (QCD).
In addition to the procurement department being involved in the selection of suppliers, multiple departments are also
involved in this process, which requires multi-stage approval before selection occurs in an effort to ensure fair and honest
evaluation and decision-making.

Promoting Business Continuity Planning (BCP) through the Diversification of
Procurement Resources

In the event of unforeseen circumstances such as a major natural disaster, NGK promotes the sourcing of raw materials,
equipment, secondary materials and other critical purchased parts from multiple suppliers as part of its BCP efforts to
ensure procurement is uninterrupted. For items which are available from only one supplier, we are in the process of ensuring
sufficient inventory and that the storage facilities for these items are located in a safe place that cannot be damaged by
tsunami. In addition, when selecting a new procurement partner, we take into consideration the existence or absence of
multiple locations and efforts to ensure inventory.
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Supply Chain

Communication Activities with Procurement Partners

Earnings Presentations for Suppliers

NGK held an earnings presentation for major suppliers in June 2015
attended by 229 people from 131 companies.

In the earnings presentation, the General Manager of the Construction &
Maintenance Department asked the key business partners for further
support and cooperation as we expect capital investment in manufacturing
sites both in Japan and overseas. The Disclosure Group of the Finance &
Accounting Department explained the performance of NGK. The General
Manager of the Purchasing Department explained our initiatives in

response to global production and our actions for CSR procurement.

Suppliers invited to the earnings presentation.

Ongoing Operation of the Supplier Helpline

In 2008, NGK established the supplier helpline system. Receiving consultation via email, fax and telephone, we make an
effort to respond with solutions quickly. In fiscal 2016, we continue to build and maintain fair supplier relationships through
the ongoing operation of the Supplier Helpline.

Individual Visits to Suppliers in Japan and Overseas

To procure from the most suitable suppliers, NGK visits suppliers around the world to conduct a fair and honest evaluation in
terms of quality, cost and delivery (QCD). In fiscal 2015, we visited 13 new suppliers and 90 existing suppliers, a total of 103
companies.

We confirmed that, among the existing suppliers we visited for monitoring QCD, 12 companies had made
improvements.After explaining monitoring results, we asked suppliers to make improvements in areas receiving a low
evaluation.

In fiscal 2016, we will continue visiting new and major suppliers to conduct evaluations.
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Preservation of Global Environment

The NGK Group is engaged in ongoing environmental conservation efforts by improving manufacturing processes through
the development and introduction of innovative manufacturing technologies and the development of products and services
that contribute to reducing environmental impacts.

Activities Covered

e NGK Headquarters/Nagoya Site/Chita Site/Komaki Site/Ishikawa Plant (does not include Tokyo Main Office, Osaka Branch and six other sales offices)

e Domestic Group companies: 12 manufacturing-related consolidated subsidiaries (Including Heisei Ceramics, Co., Ltd., a company dissolved in March
2016. Excluding NGK Electronics Devices, Inc., a company added to consolidated subsidiaries in January 2015.)

e QOverseas Group companies: 16 manufacturing-related consolidated subsidiaries

NGK's Core Policy on the Environment

Recognizing that protecting the environment is a vital issue that all of humanity must face, the NGK Group formulated its
Core Policy on the Environment in April 1996 based on Environmental Philosophy and Environmental Action Guidelines in
order to bring its corporate activities into harmony with the environment. On the basis of this policy, the NGK Group works to
reduce the environmental impact of business activities, and actively strive to help protect the environment by developing
products and technologies to that end.

NGK's Core Policy on the Environment

Environmental Philosophy

Given its corporate philosophy—"NGK products and technologies must create new value and contribute to the quality
of life"-NGK will contribute to tackling environmental issues through its "Triple-E" business segments of ecology,
electronics, and energy to create a comfortable environment for future generations.

Guidelines for Environmental Action

1. Strive to develop, design, and manufacture products that contribute to the environment and products with low
environmental impact.
2. Work to reduce the environmental impact arising from business activities.
Conduct design reviews to scientifically study and evaluate the environmental impact of business activities.
e Promote energy conservation measures for all processes and facilities, and make efforts to control CO2
emissions
e Promote resource saving and recycling, and make efforts to control the generation of by-products.
e Through the appropriate use and control of chemical agents, work to reduce the risks inherent in toxic
substances.
e Give precedence to environmentally friendly materials, parts, products, and facilities in procurement and
purchasing, strengthening cooperative alliances with our business partners.
3. Enhance environmental management systems from a global perspective while continuously reducing our
environmental impact.
4. Not only abide by environmental laws, regulations, and other requirements, but also institute voluntary standards
and work to improve our own environmental conservation.
5. Provide environmental information to the public at the appropriate time and pursue dialogue with all stakeholders.
Proactively develop social action programs. Also, engage in education and publicity in order to improve
employees' environmental consciousness.
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Preservation of Global Environment

Overall Perspective of Environmental Impact

The diagram below shows inputs and outputs in business activities conducted by NGK (excluding NGK Electronics Devices,
Inc.). It shows inputs of raw materials and energy etc. and outputs in the form of manufactured products and services, as
well as substances that are discharged into the atmosphere and into water. In line with expanded production activities, the
NGK Group output of substances impacting the environment is on the rise. However, efforts to introduce the latest
manufacturing processes have resulted in the rate of increase for emissions that impact the environment being lower than

the rate of increase for products and services (net sales) provided to customers.

Raw materials PRTR listed substances Water

Electric power  GasSmatwal gas conversion)  Oillilight oil conversion) 190X 10° metric tons 398 metric tons 2.85 million m?
690 GWh 136 million Nm? 2.72 million ¢ (49x10° metric tons) § (259 metric tons) (1.53 million m?)
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oy : Total amount of discarded
Emissions into the atmosphere materials generated

59 x 10* metric tons
Energy-origin CO2 (12X10° metric tons)
742 x 10° metric tons of CO2 Recycled

3 i 38 x 103 metric tons
(134 x10° metric tons of CO2) {12 x10° metric tone)

Other greenhouse gases Disposed of externally 454 x10°
21x10? met

3 x 10% metric tons of COz (1r:1etri c"t‘gn’)'c tons metric tons

{2 x 10? metric tons of COz)

Emissions into water NGK non-consolidated
PRTR listed substances
13.6 metric tons ‘ Effluent 49x10°
(2.4 metric tons) 1.97 million m3

metric tons
(1.25 million m2) 6
PRTR listed substances

0.4 metric tons
(0.4 metric tons)

742x10°
metric tons

134 x10°
metric tons

ftems in parenthesis indicate NGK output on a non-consolidated basis. 85"_101
metric tons
Products and Services Global environment Il scope 1 [ Scope 2

- TY

Notes

1. Environmental performance values in this report have been rounded up for convenience: therefore the sum of individual values may not match the totals
2. "Discarded materials™ indicates the total amount of industrial waste and valuables.@.‘md»ca(es outside recycling.

Calculation Method

INPUTS
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1. Energy

Electric power: Consumption amount of electric power

Gas: Consumption volume of each type of fuel gas converted into natural gas volume =%(Consumption
volume of each fuel gas x Unit heating value of each fuel gas / Unit heating value of natural gas)
<Unit heating value of fuel gas>
Natural gas: 40.9 MJ/Nm3 City gas: 46.05 MJ/Nm?3
LPG: 50.2 MJ/kg LNG: 54.5 MJ/kg

*For city gas used by NGK Headquarters/Nagoya site, Chita and Komaki sites and two domestic
Group companies, 46.05 MJ/Nm?3 between April and August 2015 and 45.0 MJ/Nm3 between
September 2015 and March 2016

Qil: Consumption volume of each type of fuel converted into light oil volume =%(Consumption volume
of each fuel x Unit heating value of each fuel / Unit heating volume of light oil)
<Unit heating value of fuel gas>
Light oil: 38.2 MJ/L Fuel oil: 39.1 MJ/L Kerosene: 36.7 MJ/L

2. Water

Total consumption volume of city water, industrial water, well water and rainwater

3. PRTR Substances

Total amount handled of Japan’s PRTR Type 1 listed substances

4. Raw materials

Total weight of raw materials used in product manufacturing

OUTPUTS

5. Energy-origin CO2 emission volume

Energy-origin CO2 emission volume = X(Consumption of each energy x CO2 conversion factor of each energy)

<COz2 conversion factor of energy>
Unit of electric power kgCO2/kWh Unit of fuel factor: kgCO2/fuel unit

factor:

Electric power 0.42

(domestic):

Electric power United States 0.709, Belgium 0.292, France 0.061, Poland 0.986, South Africa 1.096,
(Overseas): China 0.983, Thailand 0.687, Indonesia 0.790, Australia 1.390, Mexico 0.741

Fuel: Natural gas (Nm3) 2.02, City gas (Nm3) 2.347, LPG (kg) 3.007, LNG (kg) 2.70,
Light oil (L) 2.64, Fuel oil (L) 2.68, Kerosene (L) 2.49

*For city gas used by NGK Headquarters/Nagoya site, Chita and Komaki sites and two domestic Group companies,
2.347 between April and August 2015 and 2.29 between September 2015 and March 2016

6. Emission volume of other greenhouse gases

Emission volume of other greenhouse gases = active mass x emission factor x global warming potential

<Global warming potential>
CO2: 1, CH4: 25, N20: 298, HFC: Differs by type, PFC: Differs by type, SF6: 22800, NF3: 17200

7. Effluent

Total amount of effluent excluding rainwater

8. PRTR Type1 listed substances

Emissions into water: Total emission amount of Japan’s PRTR Type 1 listed substances into public waters
Emissions into atmosphere: Total emission amount of Japan’s PRTR Type1 listed substances into atmosphere
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9. Total amount of discarded materials generated

Total amount of discarded materials generated = Externally disposed amount™® + externally recycled amount
Recycled amount: Externally recycled amount = Paid disposal? + Valuable amount (selling off)

*1 Externally disposed amount: Direct disposal by landfill, or simple incineration
*2 Paid disposal: Outsourcing disposal and paying for recycling
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Preservation of Global Environment

Five-Year Environmental Action Plan

Results of the Third Five-Year Environmental Action Plan (2011-2015)

The NGK Group formulates an environmental action plan for every five years. With the Third Five-Year Environmental Action
Plan launched in fiscal 2011, the NGK Group as a whole focused on activities to reduce environmental impacts on a global
scale. As a result, we achieved all targets in the five-year plan except for domestic CO2 emissions, and greatly exceeded
the target values of basic unit per net sales, particularly for CO2 emissions and discarded materials overseas. While the
reduction of domestic CO2 emissions surpassed the basic unit target, the emissions in fiscal 2015 missed the target slightly
because of a dramatic increase in production volume.
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Categories

Global
warming
prevention

LR
Effective use
of resources

Ensuring
chemical
substances
management

A

Provision of
eco products

P

Promotion of
environmental
communication

Items

Reduction of
CO2 from
production

Reduction of
COz2 from
logistics

Reduction of
discarded
materials

Promotion of
resource
recycling

Effective use of
water
resources

Improvement in
level of
chemical
substances
management

Promotion of
environmental
contribution
through
products

Promotion of
green
procurement

Robust
environmental
contribution
activities

Management
items

Domestic CO2
emissions "2

Domestic basic
unit per net sales

Overseas basic
unit per net sales

NGK basic unit
per transport
volume "3

Domestic basic
unit per net sales

Overseas basic
unit per net sales

Domestic
recycling rate

Overseas
recycling rate

Plan progress
rate

Plan progress
rate

Plan progress
rate

Plan progress
rate

Five-Year Plan
Objectives
(Fiscal 2015)

190 x 103 metric
tons (10%
reduction from
fiscal 1990)

20% reduction
from fiscal 2010

5% reduction
from fiscal 2010

1% reduction
each year

10% reduction
from fiscal 2010

5% reduction
from fiscal 2010

99% or higher

Set and manage
recycling rates
established with
consideration for
the conditions in
each country

Create standards
for efficient
usage

Upgrade
chemical
substance
management
systems

Formulate
quantitative
standards for
degree of
environmental
contribution from
products

Complete green
supplier
certification

Continue and
expand activities
related to
regional
communities
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Achievements

191 x 103 metric tons
(9.3% reduction)

27% reduction

34% reduction

Average reduction
1.7%lyear

19% reduction

40% reduction

99.3% reduction

The management of waste
material separation is
thoroughly enforced in each
location.

The scope of appropriate
recycling rate is set.

Rolling out the usage
standard to the Group
companies in Japan and
overseas

System upgrade
completed/Appropriate
operation in place

Conducted and publicized
quantitative assessments of
key products(Completed in
fiscal 2012)

Continuation of community
activities including greening
and cleaning

Contribution to regional
communities by introducing
the Eco Point System

Self-evaluation™



Continue and Continuation of education

. expand by giving environmental
Improvement in )
) environmental lectures

environmental ) L . o
education, Enhancing information

awareness ) i ) . )
information disclosure with Talk Live,
disclosure CSR report, etc.

*1. Self-evaluation standards for achievement level: oTarget achieved A80% or more of target achieved

*2. CO2 conversion factors (kg-CO2/unit) used in calculating CO2 emissions are as follows: Units are indicated in
parentheses.

Purchased electric power (kWh): 0.42, Fuel oil A (liters): 2.677, Diesel fuel (liters): 2.64, Kerosene (liters): 2.49, City gas
(Nm3): 2.347 (April-August 2015),2.29 (September 2015-March 2016), LPG (kg): 3.007, LNG (kg): 2.70, Gasoline (liters):
2.322

Sources: The Federation of Electric Power Companies of Japan (actual figures for fiscal 1990), Ministry of the Environment.
Some factors have been calculated independently by NGK.

Incidentally, the fiscal 2015 energy-origin CO2 emissions volume for NGK on a non-consolidated basis is 151 x 103 metric
tons when using the CO2 conversion factor provided by the Order for Enforcement of the Act on Promotion of Global
Warming Countermeasures (revised in February 2016).

*3. NGK basic unit per transport volume expresses in metric ton-kilometers the amount of crude oil equivalent fuel used.

The Fourth Five-Year Environmental Action Plan (2016-2020)

NGK formulated the Fourth Five-Year Environmental Action Plan and newly set goals for its environmental activities in the
period between fiscal 2016 and 2020.

Outline of the Fourth Five-Year Environmental Action Plan

With the Fourth Five-Year Environmental Action Plan, we will take actions in accordance with the following ideas, to include
environmental issues expected to be tackled by companies in our global indicators and guidelines for environmental
management.

o We will put priority on the development and spreading of products that contribute to the environment by interpreting our
corporate philosophy, “NGK products and technologies must create new value and contribute to the quality of life,” from an
environmental perspective as we engage in environmental actions.

o To reduce environmental impact, we will endeavor to reduce CO2 emissions and the amount of discarded materials
generated as a global effort in coordination with one of our important activities, the New/Reformed Manufacturing
Structures. The base year for the major management items is set as fiscal 2013, the same as the base year for the
New/Reformed Manufacturing Structures for this reason.

o In response to rising social demands, we will enhance our efforts for preserving biodiversity, managing risks of water
resources, and efficiently using water.

o We will continue actively to promote other environmental communication related activities. Through these activities, NGK
will aim to achieve sustainable growth while contributing to the development of a low-carbon, recycling-oriented and
environmentally symbiotic society.

Key contents of the plan are outlined below:

1. In order to contribute environmentally to society with our products, we will continue to derive at least 50% of our sales
from products that contribute to the environment, based on NGK’s definition, as well as to aim for sales growth of at least
60% compared to fiscal 2013.

2. To promote the reduction of environmental impacts globally, we will set consolidated reduction targets for CO2 and other
emissions from our manufacturing activities.

(1) We will reduce the CO2 emissions from our manufacturing activities by 20% from the amount in fiscal 2013 by fiscal
2020 in terms of basic unit per net sales.

In addition, we will aim to achieve a 15% reduction from fiscal 2013 in term of reduction rate against BAU*, which shows
the ratio of strategic reduction.

(2) We will reduce the amount of discarded materials generated from manufacturing activities by 30% from fiscal 2013 by
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fiscal 2020 in terms of basic unit per net sales.
In addition, we will aim to achieve a 20% reduction from fiscal 2013 in term of reduction rate against BAU*, which shows
the ratio of strategic reduction.

3. We will expand our activities in response to international goals for preserving biodiversity, the “Aichi Target.”
4. We will expand our activities for risk management of water resources and efficient use of water in all manufacturing sites.

*Reduction rate against BAU: The ratio of the amount of reduction compared to the amount without reduction efforts.
(BAU: Business as Usual)

Scope of reporting for the Fourth Five-Year Environmental Action Plan

e NGK Headquarters/Nagoya Site/ Chita Site/Komaki Site/Ishikawa Plant (not including the Tokyo Main Office, Osaka Branch and six other sales
offices)

e Domestic Group companies: 12 manufacturing-related consolidated subsidiaries (including NGK Electronics Devices, Inc., which became a
consolidated subsidiary in January 2015)

e Overseas Group companies: 16 manufacturing-related consolidated subsidiaries

Please see Special Feature for details.
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Preservation of Global Environment

Environmental Management Frameworks and
Environmental Management System

The NGK Group promotes environmental conservation activities in accordance with our Core Policy on the Environment
through initiatives pertaining to environmental management frameworks and the Environmental Management System (EMS)
implemented by global Group companies working in conjunction with one another.

Consolidated Environmental Management Promotion System

In addition to environmental management systems at the Nagoya, Chita, and Komaki sites and Ishikawa plant, we promote
consolidated environmental management through a consolidated management system that includes domestic and overseas
Group company business groups as activity leaders.

One feature of this business group-based environmental management system is that it enables Group promotion of
environmental management initiatives regarding issues such as reducing COz2 controlling discarded materials emissions and
strengthening chemical substance management. In an attempt to unify Group company environmental management, in
addition to annual domestic Group company liaison committee meetings, since fiscal 2013, we have also held liaison
committee meetings at Group companies outside Japan and exchange information from both committees to respond to
matters of concern. Furthermore, Headquarters staff visits Group companies to provide support for energy conservation
diagnostics and countermeasure reviews.

President

NGK Environmental

NGK Environmental
Protection Committee
Headquarters

Environmental
Expert Committee

Nagoya EPC

Chita EPC Electronics Ceramk Products Power
Business Group Business Group Business Group
Environmental Environmental Environmental
Komaki EPC Management Management Management

Ishikawa Plant

Group companies | Group companies @ Group companles @

In and outside In and outside In and outside
Japan Japan Japan @

(M NGK Environmental Protection Committee

In principle, meets twice each year. Other meetings are held at the discretion of the chairman.
+Governing Structure
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President makes decision in light of Executive Committee deliberations (As of June 2016, Director

Chairman and Vice President)
Vice Appointed by NGK Environmental Protection Committee Chair (As of June 2016, General Manager of
Chairman Environmental Management Dept.)
Executive Vice President, Vice Presidents responsible for Head Office Departments, Group
Executives, General Managers, General Manager of Pollution Control at each site, General Manager
of Environmental Management Dept.,General Manager of Safety and Health Management, General
Members Manager of Corporate Strategy Office, General Manager of Human Resource Department, General

Manager of CSR Office, General Manager of Finance & Accounting Dept., General Manager of Legal
Dept., General Manager of General Affairs Dept., General Manager of Purchasing Dept.,General
Manager of Public Relations, General Manager of Construction & Maintenance Dept., others
designated by the Committee Chairman

@ Environmental Expert Committee

In principle, meets twice each year. Meets before the NGK Environmental Protection Committee to review and discuss items
to be reported to the committee.

¢Governing Structure

Expert
Committee General Manager of Environmental Management Dept.
Chair
Vice . .
. General Manager of Construction & Maintenance Dept.
Chairman

General Manager of Business Planning Dept., Persons in charge of promoting environmental
Members activities in each division, Group Manager of Environmental Management Dept., others designated by
the Expert Committee Chair

@ Environmental committees in each area (Nagoya site, Chita site, Komaki site, Ishikawa plant)

In principle, meets twice each year in each area. Thoroughly conveys matters determined by the NGK Environmental
Protection Committee, communicates and discusses issues and topics in each area (all four areas meet twice each year for
a total of eight meetings)

@ Domestic Group company liaison meetings

Meets once each year. Conveys the Group-wide policy on environmental initiatives to manufacturing Group companies and
attempts to share each company's environmental management status and information on effective initiatives to promote the
unification of domestic Group company environmental conservation activities.

® Sharing information with overseas Group Companies

The Environmental Performance questionnaire is used to conduct an annual survey into the status of compliance with
environmental laws at each company. Main Group companies are visited every 2-3 years to ascertain management
conditions through hearings.
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History of NGK's Environmental Activities

April

June

March

December

February

April

December

March

March

April

October

November

February

October

March

April

October

January

April

April

March

March

April

October

April

1972

1992

1993

1994

1995

1996

1996

1998

1999

1999

1999

1999

2000

2000

2001

2001

2001

2002

2002

2003

2004

2005

2005

2005

2006

Environmental Protection Committee and Environmental Preservation Office (currently,
Environmental Management Dep.) established

Waste Countermeasures Commission established

NGK's Voluntary Plan for Environmental Conservation established

Chlorofluorocarbons (CFCs) and 1,1,1-trichloroethane abolished

Internal environmental audit conducted

NGK's Core Policy on the Environment established

CO2 Countermeasures Commission established

NGK's three production bases (Nagoya, Chita and Komaki) simultaneously received ISO 14001
certification

Environmental Report published

Environmental accounting introduced

Green Purchasing Commission established

Environmental audits of domestic Group companies started

Environmental Partnership Organizing Club (EPOC) established and active participation therein
begun

Chemical Substances Safety Committee established; Chemical Substances Management
System introduced

First Five-Year Environmental Action Plan established

Compilation of environmental performance data for domestic Group companies started

Operating of Recycling Yard begun

Compilation of environmental performance data for overseas Group companies started

New "Green Management" three-year management plan instituted

Moves made toward a full business group environmental management system;

"Waste Countermeasures Commission" renamed "Recycling promotion Commission" and

“wastes” renamed “by-products.”

Three-year and long-term plans for reduction of CO2 emissions instituted

Company-wide medium-term plan for the reduction in by-products established

Environmental Action Guidelines revised; Green Procurement Guidelines revised

Third-party review of environmental performance begun

Second Five-Year Environmental Action Plan established
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September 2006 Initiated environmental surveys of overseas Group companies

May 2007 Introduction of a consolidated goal for CO2 and by-products for domestic Group companies

April 2008  Establishment of the Environmental Management Department

Introduction of goals to reduce CO2 by-products, and chemical substances for overseas Group

January 2009 )
companies

Expanded scope of goals to reduce CO2 by-products, and chemical substances for overseas

201
January 010 Group companies

Formulated the third Five-Year Environmental Action Plan,

April 2011 “by-products” renamed “discarded materials.”

March 2012  Three NGK sites (Nagoya, Chita and Komaki) received integrated 1ISO 14001 certification

March 2013  The Ishikawa plant received ISO 14001 certification (joint certification with three NGK sites)
NGK established the Environmental Expert Committee as the authority handling matters related

April 2013 to CO2 discarded materials and other important environmental management items (created

through the combination of the former CO2 Countermeasures and Recycling Promotion
Commission)

Conducted environmental liaison meeting at overseas Group companies as part of attempts to

Al t 2013
Hgus strengthen global environmental management

February 2015  NAS Battery wins the Gold Prize at the 2015 Aichi Environmental Awards

April 2016 Formulated the Fourth Five-Year Environmental Action Plan

Environmental Management System (ISO14001, etc.) Initiatives

The NGK Group promotes the acquisition of ISO14001 or third-party certifications meeting this standard to systematically
and continuously develop environmental conservation activities in line with the Core Policy on the Environment. Three NGK
sites (Nagoya, Chita, Komaki), the Ishikawa plant, all 13 domestic Group companies (including NGK Electronics Devices,
Inc., a company added to the Group in January 2015) and all 16 overseas Group companies have completed certification.
We will make effective use of these environmental management systems going forward with the intent of reinforcing
environmental management.
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Certification of Environmental Management System

No. of No. of
Categories manufacturing bases
bases certified
NGK 4 4
Power Business 3 3
D ti
omestic Ceramic Products Business 6 6
Group
Electronics Business 10 10
Power Business 4 4
Overseas . )
Ceramic Products Business 9 8
Group
Electronics Business 4 4

The counting method of manufacturing bases was changed in fiscal 2014.

Environmental Audits

NGK conducts internal environmental management system audits and is inspected by third parties at the Nagoya, Chita, and
Komaki sites, as well as the Ishikawa plant. Group companies also conduct these same internal audits and external reviews
of the environmental management systems are conducted by external auditors at all Group companies.

In fiscal 2014, no significant findings were made. In the event of a significant finding, the relevant division and Environmental
Management Department work together to review and implement countermeasures as well as inform environmental
committees in each area in an attempt to horizontally deploy these measures.

Environmental Risk Management

In addition to working to prevent environmental pollution, including atmosphere and water pollution, NGK periodically revises
its environmental management framework and strives to prevent accidents. The company is also conducting emergency
response training and making every effort to prepare for the unlikely event of an accident.

Regulatory Compliance

In addition to observing relevant regulations and agreements with control authorities, NGK has concluded environmental
preservation-related and other agreements with the municipalities where its plants are located and is striving to prevent
environmental pollution by voluntarily adhering to standards that are stricter than required by regulations. As a result, there
were no legal violations in fiscal 2015.

Environmental Patrols and Emergency Response Drills

NGK implements environmental patrols in line with annual plans to prevent environmental pollution and conducts response
drills based on emergency scenarios to minimize damage. In fiscal 2015, environmental patrols were conducted at the
Nagoya, Chita and Komaki sites and the Ishikawa plant to prevent atmosphere and water pollution, ensure the appropriate
management of chemical substances and suppress noise and vibrations. Response drills based on emergency scenarios
were also conducted at these four areas. Going forward, NGK will continue to proactively engage in patrols and drills in an
attempt to improve operational methods and mitigate environmental risks.

-135-



Noi d Chemical
Atmosphere Water oise an emica

vibrations substances
Environmental patrols 2 2 2 2
Nagoya
Emergency response
X 3 2 - 2
drills
Environmental patrols 1 2 1 2
Chita
Emergency response
: 4 5 - -
drills
Environmental patrols 2 2 1 1
Komaki
Emergency response
: 9 7 - -
drills
Environmental patrols 2 2 2 1
Ishikawa
Emergency response 2 2

drills

* - Indicate emergency response drills were considered of low importance and not conducted
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Preservation of Global Environment

Environmental Impact Reduction Initiatives

The NGK Group strives to reduce impact on the environment by promoting the reduction of CO2 emissions and the amount
of discarded materials generated through production activities.

Prevention of Global Warming

We have established reduction targets for CO2 emissions, one cause of global warming, in overseas manufacturing
activities. The NGK Group promotes initiatives globally to control and reduces CO2 emissions.

Domestic and Overseas CO2 Reduction Plans Progressing on Track

The NGK Group has been steadily improving its CO2 reduction, which is a major cause of global warming, by setting
reduction targets for the medium to long term in its Five-Year Action Plan, and formulating and managing annual
improvement plans in line with the business plan at all manufacturing sites inside and outside of Japan. In fiscal 2015, we
were able to achieve the five-year target by reducing CO2 emissions by 3,300 tons, equivalent to approximately 2% of
domestic CO2 emissions, and improving the basic unit per net sales by 5% compared to the previous year. However, we
slightly underachieved the target for emission volume because the production volume increased. Overseas companies of
the NGK Group were able to make improvements by greatly exceeding the five-year target and reduced CO2 emissions by
13,400 tons, equivalent to over 2% of emission volume, and improving the basic unit per net sales over 4%.

COz Emissions /Basic Unit Per Net Sales* CO2 Emissions /Basic Unit Per Net Sales*
(NGK and domestic Group companies) (Overseas Group companies)
(Basic unit per net sales) (*10%metric tons) (Basic unit per net sales) (%10 metric tons)
120 900 120 b
100 99 100 105 0
100 o 750 100 | @
80
80 77 800 go
73
60 480 ‘e 520 551 600
439
40 300 40| 974 400
192 185 181 185 190
. M NN
0 0 0
2010 2011 2012 2013 2014 2015 (FY) 2010 2011 2012 2013 2014 2015 (FY)
Reference year m Emissions Basic unit per Reference year @ Emissions g Basic unit per
(Basic Unit) volume net sales (Basic Unit) volume net sales

%* Basic unit per net sales calculated as 100 in fiscal 2010.

Introduction of Green Power

As part of our corporate activities aimed at harmony with the environment, NGK began introducing Green Power (energy
sources such as wind and solar power and biomass fuels) in 2002, earlier than any other company. The Green Power
Certification System contract we signed with Japan Natural Energy Company Limited calls for them to generate two million
kilowatt hours of wind power for us each year. This is equivalent to about 60% of the power consumed annually by the NGK
headquarters building, a reduction of approximately 800 metric tons of CO2 emissions per year and the annual amount of
CO2 absorbed by approximately 60,000 cedar trees.
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Adoption of Environmentally Friendly Change in CO2 emissions from continuous kilns

. by the year of introduction
Production Processes Per-unit emissions
(index value)
Through the introduction of highly-efficient equipment and the

promotion of the collection and use of exhaust heat and 120 100 1984=100
improved production efficiency, the NGK Group makes efforts 100 '
to reduce environmental impacts resulting from production. 80
Also, our "Reformed Manufacturing Structures" aimed at
enhancing competitiveness significantly contribute to the 60 55
realization of eco-processes. We will create further advanced 40 39
eco-processes through our "New/Reformed Manufacturing [ 31
Structures". 20
0

1984 2002 2011 2015 (F)

Controlling CO2 Emissions through Highly Efficient Manufacturing Processes

As the NGK Group continues to expand overseas manufacturing, we are focusing efforts on manufacturing efficiency at our
overseas locations in an attempt to reduce the amount of CO2 and discarded materials released. We have made steady
progress as a result of introducing improvements to facilities and operations conducted in Japan to our overseas
manufacturing locations and continue achieving solid results from the implementation of energy-saving activities targeting
general- purpose equipment.For energy-saving activities targeting general-purpose equipment, we created a booklet with
guidelines summarizing tips and considerations in energy-saving activities along with some case studies, and distributed
copies to manufacturing divisions and sites.

These initiatives aimed at highly efficient manufacturing processes at overseas locations in fiscal 2015 achieved significant
results, including an annual CO2 reduction effect of 13,000 metric tons (a reduction rate of 2.4%).

Examples of initiatives aimed at reducing CO2 emissions
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Categories

Highly efficient manufacturing
processes

Group company energy-
saving diagnostics

General-purpose equipment
energy-saving activities

Measures

Main production efficiency initiatives at
overseas locations

=|ntroduction of innovative production
processes

=Equipment improvements
=Management improvements

Energy-saving diagnostic initiatives

=Used proprietary energy-saving guidelines
formulated up until last fiscal year

=Targeted general-purpose equipment and
manufacturing processes at Group companies
in Japan and overseas

=Conducted in conjunction with local
employees

=|dentified areas for improvement and
formulated improvement plans

Horizontally deployed main improvements
=Eradicated air and steam leaks from
plumbing

=LED lighting

=Eliminated wasteful air conditioning

Environmental activities at overseas Group companies

NGK Ceramics Europe S.A.

Effects

CO2 reduction effect
Domestic: 3,300 metric tons
Overseas: 13,400 metric tons

Of which

=Production process
improvements

Domestic: 1,300 metric tons
Overseas: 10,800 metric tons

=General purpose equipment
energy savings

Domestic: 2,000 metric tons
Overseas: 2,600 metric tons

Introduction of a Solar Power Generator to Reduce Electric Power Usage

In response to strict environmental regulations in Europe, NGK
Ceramics Europe has been engaging in energy-saving activities since
fiscal 2003. It has been reducing environmental impact by improving
manufacturing processes and productivity. In August 2013, a solar
power generating system was introduced, the only such unit among
overseas Group companies, and it has greatly reduced CO2
emissions by effectively using reusable energy. It can reduce CO2
emissions equivalent to about 18 tons annually by generating power

of 60,000 kWh.

NGK Metals Corporation

Reducing CO2 with Automated Control Units

NGK Metals is reducing CO2 emissions by updating control systems
and improving the operation of production equipment. Among various
efforts, automating the control units of the oil circulation system for
rolling mills in December 2013 was remarkably effective. Prior to the
automation, complex manual processing was required, but
automation eliminated unnecessary pump operation. This change
reduced electric power consumption as well as CO2 emissions.

-139-




Promotion of Resource Recycling

To boost yield from manufacturing process improvements, NGK Group reuses in-process materials in an effort to curb
discarded materials while also focusing efforts on recycling to reduce final disposal volumes to promote resource recycling.

Discarded Material Reduction Plans are Proceeding on Track in Japan and Overseas

The NGK Group has been greatly reducing the emissions of discarded materials generated by formulating and managing
annual improvement plans to achieve its five-year target for reducing discarded materials generated, in the same way as for
CO2 reduction.

In fiscal 2015, discarded materials were reduced by 900 tons in Japan, equivalent to 5% of total disposal. Because of the
increase of prototypes that do not contribute to sales, the basic unit per net sales worsened compared to the previous year,
but we were able to far exceed our five-year target. In overseas sites, discarded materials were reduced by 3,900 tons,
equivalent to 9% of total disposal, and the basic unit per net sales was improved by approximately 9% compared to the
previous year, far exceeding the five-year target.

Amount of Discarded Materials Amount of Discarded Materials
Generated /Basic Unit Per Net Sales* Generated /Basic Unit Per Net Sales*
(NGK and domestic Group companies) (X108metrio ons) (Overseas Group companies) (X10%metric tons)
( Basic unit par nat salas) = (Basic unit par net salas) Significantly
Significantly
exceeding the five-year
exceeding the five-year
120 110 plan target 80 120 plan target 8
100 100 102 103
[ ) ) L) 95
90 60 90 \\31 6
81
424 42 0 430
60 40 60 e 362 39.0
30| 157 170 150 1850 180 1720 20 30 I I I
0 _I I I I I I (] (8]
2010 2011 2012 2013 2014 2016 (FY) 2010 2011 2012 2013 2014 2015 (FY)
Fiefergnce year m Disca(ded -~ Basic unit per Reference year m Discarded —#- Basic unit per
(Basic Unit) materials net sales (Basic Unit) materials net sales

* Basic unit per net sales calculated as 100 in fiscal 2010.

Reduction of CO2 from Logistics Transport Volume/Basic Unit Per Transport Volume (NGK)

Basic Unit Per Transport Volume Average annual

NGK works to reduce CO2 emissions from (KL/100,000 ton-kilometer) reduction rate
o . ) i ) 5.0 454 for B years: 1.7% ETULLYY
logistics, setting a target of improving the basic 2 4.45 on-
unit per transport volume by 1% each year under ‘ .\423 414 417 o J
p p Y 1% y 40 0\3.9_6_____.____0
the Five-Year Plan. To achieve the target, we
have conducted a number of measures, including 3.0
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Promoting Recycling at all NGK Group Companies

Through systematic sorting, separating and the quest for new recycling methods, the NGK Group focuses efforts on
reducing discarded materials and promoting resource recycling. Consequently, NGK and its domestic Group companies
together have maintained a total domestic recycling rate of at least 99% since fiscal 2013. In particular, the amount of landfill

-140-



disposal by NGK alone was only one tonne in fiscal 2015, and its recycling rate is reaching almost 100%.

Regarding overseas Group companies, where situations differ by country and region, we set objectives in consideration of
individual circumstances. Among 16 manufacturing companies in the Group, three companies are facing difficulties in
recycling, but other companies have been able to maintain a recycling rate of around 90%.

Overseas Group Company Implementation Examples

At overseas Group companies, waste material separation management is strictly enforced. Waste separation rules are
posted where waste materials are stocked and color-coordinated containers are provided for each category of waste to

avoid confusion.

NGK Ceramics Europe NGK Ceramics USA

Environmental activities at overseas Group companies

NGK Ceramics South Africa (Pty) Ltd.

Concentrating on Recycling to Reach 100% Recycling of All Discarded Materials

NGK Ceramics South Africa commenced its recycling promotion activities in fiscal 2006, and has been focusing its
efforts on recycling. Previously, discarded materials were disposed of as landfill, but in 2009 the company reviewed
its waste management process and selected recycling vendors that are able to process discarded materials in
environmentally considerate ways according to the type of discarded material. As an example, honeycomb ceramics
discarded during transportation or the sintering process are recycled by brick manufacturers as a raw material for
bricks. Waste plastic materials and cardboard for packaging are already 100% recycled through the waste
separation management system. To enable all employees to engage in the processing and sorting of waste
materials, we conduct environmental training periodically and aim to continue improving the recycling rate.

NGK Stanger Pty Ltd.

Environmental Contribution by Reusing and Recycling Pressure Gas Switches

Stanger is the only manufacturer of electric power distribution equipment in Australia. Since fiscal 2010, we have
been engaged in reusing and recycling the pressure gas switches* that we have delivered to our customers.
Previously, we had relied on our customers to dispose of used switches, but we began to retrieve them after learning
that many used switches were sitting in customers' storages and taking up space. After retrieving used switches, our
assembly staff disassemble them and reuse the ones that can be repaired. Switches that cannot be repaired are
disassembled into small parts, separated into material types, and then transferred to designated recycling
companies.

We are contributing to the reduction of discarded materials and environmental impact by processing usable
resources rather than disposing of them.

*Power distribution equipment which is typically installed on a utility pole and serves as a switch to turn on and off electric power.
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NGK Group Water Resource Initiatives

Water Risk Evaluation

Regarding water risks at manufacturing bases, including Group companies in Japan and overseas, we make efforts to
ascertain the status of responses to water risks at each location through regular inspection of regulatory trends in regions
where we do business, initiatives aimed at water usage conditions (overall amount and per basic unit) and the appropriate
use of water at each location and use "Aqueduct™ and others to conduct analysis.

We also analyzed locations that take in a lot of water and confirmed no serious risks in those locations.

Note: Global water risk analysis tool made available to the public by World Resources Institute (WRI).

Water Usage Guidelines

NGK created guidelines (an implementation status checklist) aimed at appropriate water usage and launched inspections to
ascertain the efficacy of water usage at all manufacturing bases in Japan and overseas.

Going forward, we will attempt to expand these guidelines through case studies from each location while promoting
initiatives appropriate for bases located in highly water-stressed regions.

Examples of Group Company Initiatives

We strive to use precious water resources as appropriately and efficiently
as possible, including the recycling of water used inside plants, at Group
companies located in highly water-stressed regions.

For example, at NGK Ceramics Mexico, manufacturing process waste
water is filtered using reverse osmosis membranes and the recycled water
is reused as coolant and boiler water or sprinkled on vegetation.

Filtration device using reverse osmosis membranes

Strengthening of Global Environmental Management

In accordance with the Guidelines for Environmental Action, the NGK Group horizontally deploys domestic environmental
impact reduction initiatives in overseas Group companies while creating mechanisms to strictly comply with amendments to
environmental laws and regulations to propel our global environmental management to the next level.

Mitigating Potential Risks throughout the Group

All NGK Group companies in Japan and overseas have completed acquisition of ISO14001 or third-party certifications
meeting this standard and implement environmental management in line with environmental management systems.

NGK shares information regarding changes in domestic environmental laws and regulations with Group companies and has
created a structure to ascertain the status of responses to these changes. Overseas, NGK Headquarters is enhancing its
ability to regularly ascertain the status of responses and management in terms of important legal and regulatory system
revision information in the countries and regions where Group companies are located.

Additionally, in fiscal 2014, NGK conducted a survey regarding past issues and countermeasures at all manufacturing
bases, including those located overseas, to organize items that need confirmation aimed at mitigating potential risks. We will
identify issues at each location based on these results and consider responses as necessary.

Strengthening Environmental Management Linked to Business Planning

The NGK Group promotes environmental management responsive to continuously evolving business plans.

Initiatives aimed at reducing impacts on the environment in accordance with business plans include conducting forecast
estimates and achievement evaluations in each business group, product line and global manufacturing base every six
months to determine which initiatives to pursue next.

These efforts include the establishment of the Environmental Expert Committee under NGK Environmental Protection
Committee, as a company-wide decision-making body. The Environmental Expert Committee facilitates discussions among
managers from planning and production divisions who formulate and promote actual business planning in each business
division, strengthening the company-wide environmental management system. Going forward, we will continue to strengthen
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management integration with the aim of promoting environmental management that combines global environmental
protection and corporate growth.
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Preservation of Global Environment

Creating Products that Contribute to the Environment

The NGK Group considers the provision of products and services that contribute to a better social environment to be one of
its most important missions. For nearly a century since its founding, NGK has made use of accumulated technologies to
develop and provide products and technologies that reduce burdens on the global environment.

Contributing to the Preservation of the Global Environment through Products

The NGK Group makes an effort to develop products that contribute to the environment in response to societal needs
including the automobile exhaust purification and the spread of renewable energy. Expanding the manufacturing capability
and global delivery of products that contribute to the environment contributes to society and the environment.

Please check here for NGK's activities through its products that contribute to the environment.

Completion of an NAS Battery for the Oki Hybrid Project

In October 2015, NGK manufactured and delivered an NAS Battery
energy storage system to be used in a hybrid storage battery system
demonstration project (the "Oki Hybrid Project") by Chugoku Electric
Power Co., Inc. Under this project Chugoku Electric will expand its
introduction of renewable energy in the Oki Islands. In these remote
islands, there are no transmission cables connecting to the mainland
and the scale of the power grid is small and greatly affected by the
fluctuation of renewable output. To solve this issue, a hybrid storage

battery system was installed by combining an NAS Battery with
excellent long-term output and stable power generation
characteristics and a lithium-ion battery with short-term output
characteristics to perform coordinated control. By September 2018,
this project will demonstrate technology for efficiently managing
charging and discharging and control of the storage battery system.
NGK will continue to cooperate with this advanced, leading project in
Japan.
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Preservation of Global Environment

Biodiversity Initiatives

In addition to the aim of realizing a sustainable society, the NGK Group also recognizes the conservation of biodiversity as
an important issue for the company and is engaged in the following initiatives.

Activities Aimed at Achieving the "Aichi Target"

The NGK Group recognizes the conservation of biodiversity as an important issue for the company. We are taking actions in
response to the "Aichi Target" international goals agreed upon at The Tenth Meeting of the Conference of the Parties to the
Convention on Biological Diversity (COP 10). In fiscal 2015, we registered two NGK employees to serve as Nagoya citizen
researchers into living creatures, and started participating in the activities of the Nagoya Biodiversity Center (Environmental
Affairs Bureau, City of Nagoya) in addition to our conventional activities. We will continue to expand our efforts for
conserving biodiversity.

Aichi Target NGK Activities

Employee environmental education (Eco Point System, Eco Test
Target taking support), next-generation education (Guest lectures at
Spread awareness ) ]
1 elementary schools, employee environmental education lecturer
volunteers)

COz2 reductions, reduction of discarded materials, promotion of

Target Sustainable production and recycling, effective use of water, green procurement, expanding sales
4 consumption of products that promote the introduction of renewable energy (NAS®
batteries)

Participation in volunteer activities including maintenance of Asian

Target
59 Inhibit loss of all natural habitats skunk cabbage colonies (NGK Okhotsk), "OISCA Forest" (Aichi
Prefecture) forestation (NGK)
Strengthen chemical substance management, management of
Target Control pollution by chemical exhaust and waste water, expanding sales of products that prevent air
8 substances, etc. pollution (ceramic products to purify automotive exhaust, NOx
sensors, etc.)
Target Participation in volunteer activities including maintenance of Asian
1? Conserve protected areas skunk cabbage colonies (NGK Okhotsk), "OISCA Forest" (Aichi
Prefecture) forestation (NGK)
Target Participation in volunteer activities including maintenance of Asian
12 Ecosystem services skunk cabbage colonies (NGK Okhotsk), "OISCA Forest" (Aichi

Prefecture) forestation (NGK)

Specific "Aichi Target" Initiatives

Environmental Contribution Activities

The NGK Group promotes environmental contribution activities that involve regions and communities, including wetland and
forest preservation activities from the perspective of biodiversity. Also, NGK provides information on its intranet regarding
information on volunteering opportunities with OISCA-International, a charity engaged in tree planting and environmental
protection, enabling employees to participate in tree planting and grass cutting activities.

Please check here for fiscal 2015 activities.
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Preservation of Global Environment

Environmental Accounting

As an important index of environmental management, NGK has begun conducting environmental accounting and

announcing the results. In addition to announcing the costs of environmental conservation (capital investment, expenses),
the economic benefits of environmental accounting, and the cost effectiveness of environmental accounting, information on
the environmental efficiency of CO2 and discarded materials has been added since FY2007.

Environmental Conservation Cost (NGK and
Domestic Group Companies)

Capital Investment
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Preservation of Global Environment

Environmental Education and Communication

In accordance with NGK's Core Policy on the Environment, we conduct ongoing environmental education and awareness
activities through the establishment of action guidelines for educational and publicity activities aimed at increasing employee
environmental awareness. Our aim is to deepen the understanding of environmental problems among each employee to
inculcate an awareness of environmental conservation activities.

We also provide on-site classes at elementary schools and conduct environmental events and provide information to a wide
range of stakeholders including the next generation to increase environmental awareness.

Environmental Education inside the Company

To facilitate an understanding of the aims and content of NGK's environmental policies, we conduct position-based training
related to environmental management. We also conduct specialized environmental training targeting personnel in charge of
environmental management.

To raise the environmental awareness of employees, we are promoting various activities including encouraging the reuse of
office supplies and fixtures, using staircases and controlling the temperature setting of air-conditioning in summer, soliciting
"ECO proposals" to collect environment-related proposals, providing support for employees to create "green curtains" at
home, promoting the "NGK Eco Point System" (click here for details) to make donations to local administrative offices based

on the points earned by entering environment-related actions into the system, and so forth.

Environmental Education outside of the Company

In fiscal 2015, we participated in the Aichi Environment Day 2015 in May and displayed water resource related panels. Two
hundred people attended this event including students from Nagoya City Mitsurugi Elementary School. We communicated
the importance of the water resources around us through our display.

We also participated in the guest lecture program organized by the Environmental Partnership Organizing Club (EPOC) as
its annual event, and gave lectures on water resources. We conducted the lecture at three sites: Ichinomiya City
Konobunakajima Elementary School (106 participants) on June 17, Hekinan City Tanao Children's Recreation Center on
July 17 (14 participants), and Anjo City North Children's Recreation Center on August 4 (21 participants). To date,
approximately 2,100 people have attended our guest lectures.

Promoting the Acquisition of Qualifications

To continue conducting environmental conservation activities in compliance with laws and regulations, we make an effort to
develop and increase the skills of legally qualified personnel through support in each department for the acquisition of
environment-related legal qualifications targeting managers engaged in pollution prevention required for the management of
each area.

We systematically educate Qualified Energy Managers in the Engineering Department, Special Controlled Industrial Waste
Managers and others involved in waste-related activities in the Environmental Management Department and other business
divisions. Managers involved with the prevention of pollution in each business division also receive systematic training, while
anyone required to study for and take qualification exams by the Environmental Management Department receives
expenses provided by each divisions.

Qualifications Acquired as of March 31, 2016 (NGK)
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Pollution Control Managers Special Waste Disposal

lified E trolled
Qualified Energy Con' rore Facility Technical
Managers Industrial Waste
Air Water Noise/Vibration Managers Managers
70 83 15 17 13 4

Support for Acquisition of Eco Test Certification

NGK supports employees sitting for the Eco Test* in an aim to ensure each employee acquires a strong environmental
awareness and a wide range of knowledge with respect to the environment.Our Board of Directors are also actively
acquiring certification.

Support provided by NGK includes lending reference materials to those who require them and providing test-related
expenses. To date, a total of 471 people, more than 10% of NGK (alone) employees, have passed the test. In fiscal 2015,
92 passed the test.

* The Eco test is an environmental and social certification test administered by the Tokyo Chamber of Commerce and Industry focused on a

wide-range of environmental issues. The first test was administered in October 2006, and has been held in July and December every year since.In
fiscal 2015, 23,849 people sat for the test nationwide, of which 13,704 people passed (a pass rate of 57.5%).

NGK Eco Point System

Employees earn points for environmental behaviors conducted at work and in the home, a portion of which is converted into
cash and donated to funds such as regional municipalities (environmental funds), contributing to regional communities. This
system was introduced at the Chita Site in fiscal 2012 as a trial and then expanded throughout the entire company in fiscal
2013.

The First Recognition of Top-Ranked NGK Eco

Point Collectors Voice of the Top

We aggregated the NGK Eco Points earned by Award Winner

employees through their engagement in environmental

activities in fiscal 2015 for three business sites, Nagoya Satoshi Inaba (Metal

(Headquarters, Mizuho, and Atsuta), Chita and Komaki, Tube) ‘ !

and individual districts for the Ishikawa Plant. We ) . “
commended the top-ranked employees for the first time. | was surprised to be ranked k \ R \L

The NGK Eco Point System allows employees to select top by living in harmony with

L will
whether to use earned points in exchange for some Eco nature. | will try to beat my

E i in thi
goods or to donate to a fund. Every year the number of co point record again this

employees choosing donation is increasing, reflecting year.

increased environmental awareness.

Collaboration on Environmental Education

Conducting Guest Lectures at Elementary Schools

NGK collaborates with Environmental Partnership Organizing Club
(EPOC)* on next-generation educational activities by conducting
guest lectures for elementary school students. Up to now, NGK has
participated in guest lectures presented to approximately 2,100
elementary school students. The importance of water resources is
conveyed through lectures using an original textbook created by
NGK, picture-story shows, quizzes and experiments.

In fiscal 2015, guest lectures were conducted three times at the

Class for purifying water using soil and activated charcoal
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following locations: Ichinomiya City Konobunakajima Elementary
School (June 17, 106 students), Hekinan City Tanao Children's
Recreation Center (July 17, 14 students), and Anjo City North
Children's Recreation Center (Aug. 4, 21 students).

Note: Comprised mainly of environmental opinion leaders from
industries located in Japan's Chubu region, this organization was
established in February 2000 with the intent of creating the world's
leading environmentally advanced region and establishing a
"recycling-based economic society" while disseminating information
regarding environmental responses.

Employee Volunteers Teach Parent-Child Insect Classes

At Tsuruma Park in Nagoya's Showa Ward, NGK employees teach
Summer Break Insect Observation classes for parents and their
children (sponsored by the Nagoya City Greenery Association),
introducing the various names and ecosystem of insects living in the
park.

Through the experience of seeing and touching actual cicada,
dragonflies and other insects, the children's eyes sparkled as they
became aware of how many insects live close to them.
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Connection to Society

The NGK Group is concerned about social issues in all nations and regions. We engage in social contribution activities in
response to needs in each region in an aim to become a corporate citizen trusted by local communities.

Basic Approach

The NGK Group promotes social contribution activities based on the following concepts.

Focus of Activities

Centered on people and education, the environment and community involvement.

Company Activities and Employee Involvement

‘NGK provides employees with opportunities to experience activities.

‘NGK proactively encourages individual activities to engender employee satisfaction and a sense of confidence in
the company.

Information Disclosure

NGK promotes an understanding of activities and provides activity information to inculcate a social contribution
mindset among employees.

The NGK Group centralizes information on its social contribution activities from NGK Group companies in Japan and around
the world. In fiscal 2015, 70 activity reports were filed.

Social Contribution Activity Promotion Status

aoe on2
2%\ —1% [l Regional activities/
FY2012 FY2013 FY2014 FY2015 Historic site/
traditional culture
032

[l Academic research

Social 346 348 331 346 F%
contribution million million million million FY2015 120 ol m:;:\s/Socual
expenditures yen yen yen yen .l%s*a 346 38% Bl Environment
million yen
International
Number of exchange
. 1.02 Culture/Arts
so.mal. 9 9 8 9 29% d
contribution [l Others
programs (wl::unmwm mm)
social we , @
Number of
coIIabqratlons 9 3 5 4
with
NPO/NGO
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Connection to Society

Provision of Scholarships and Living Assistance to
International Students

NGK conducts ongoing support activities launched in 1997 with the establishment of the NGK Foundation for International

Students.The Foundation provides housing and scholarships to International students visiting Japan with the aim of
contributing to human resource cultivation that fosters the development of an international community.

These activities were launched as a way of expressing gratitude for the warm support extended by regional communities
around the world to NGK’s expatriate employees and their families when NGK first advanced into the global market back in
the 1930s. Our activities are conducted in the hope that the students will feel glad that they came to Japan and develop a
fondness for the country.

In fiscal 2015, we provided housing to 32 students from four counties, and scholarships (non-repayable) to 20 students from
12 countries.

NGK International House, providing housing for Reception party held for international students with
students from overseas invited NGK employees

Exchange between Supported Students, Communities and Employees

NGK conducts a variety of events that are opportunities for grassroots international relations among supported students,
regional communities and employees. Since fiscal 2000, we have conducted language classes taught by International
students. Since 2006, we have held cross-cultural exchange meetings where International students introduce their native
countries.

In fiscal 2015, Chinese language classes were held and were attended by 24 local residents, while 10 cross-cultural
exchange meetings were hosted, offering presentations by students from India, Canada, Sweden, Turkey, France, Vietnam,
Malaysia, China, and Korea. On the last day, a dumpling feast was held, providing a great opportunity for local residents and
NGK employees to interact with the students. The cumulative total number of participants reached 850 in fiscal 2015.
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Chinese language class: A student from China served Dumpling feast
as the instructor.

Communication after Support Ends

To maintain relationships with supported International students after support ends, each year, we send out a New Year’s
greeting that includes a company status report to former participants and supported students. We also distribute “NGK
International Friendship Club Members Cards” that include our contact information to International students after support
ends.

In fiscal 2015, we sent New Year’s greetings with updates on the Foundation and NGK to approximately 300 students who
have received support in the past. In turn, they sent us New Year’s cards and emails informing us of how they were doing.

CLOSE UP!

Introducing NGK’s international student support activities

On March 17, 2016, NGK’s CSR Office hosted a meeting of the Chubu CSR Corporate Liaison Network at
the NGK International House, where the Group's international student support activities were introduced.
Comprised of CSR staff members from 13 companies in the Chubu region, the Network assembles regularly
to exchange views on the promotion of CSR activities. This time, presentations were also given by two
foreign students residing at the NGK International House on their life in Japan and their thoughts. The
presentations were followed by a tour of the House, including the students’ rooms, shared kitchen and dining
room, and study room.

The NGK International House was visited by 28 A student from China speaks of her fulfilling school
CSR staff members. life supported by the NGK Foundation for
International Students.
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Connection to Society

Social Contribution Activities in Collaboration with Regional Communities and NPOs

Aiming to be a corporate citizen trusted by regional communities, NGK collaborates with regional communities and NPOs to
engage in social contribution activities in response to regional needs. In addition, employee volunteers from NGK Group
companies in Japan and around the world conduct a variety of social contribution activities rooted in their regional
communities.

Donating Emergency Supplies, Cooperating with Foodbanks

NGK promotes foodbank initiatives, including donating water and food nearing its expiration date from emergency supplies

prepared in the event of a disaster, to organizations that support needy people and foreigners.

In fiscal 2015, with the aim of making effective use of food nearing its expiry date, the NGK headquarters, the Chita and
Komaki sites, and the Hokuriku, Takamatsu, and Fukuoka sales offices donated their emergency food supplies to NPO
Second Harvest (Nagoya) and Komaki Council of Social Welfare. A total of around 3,400 cans of bread and 2,300 bottles of
mineral water with a few months left on their expiry dates were presented to help needy people.

Handing over food supplies to a representative of the Canned bread and mineral water were donated.
Komaki Council of Social Welfare (left).

CLOSE uP!

Support of areas hit by the Kumamoto Earthquake

For early recovery of power systems infrastructure in areas hit by the Kumamoto Earthquake, the entire NGK
Group helped to manufacture and supply insulators and other related equipment. A monetary donation of 10
million yen was also offered to support disaster victims and regional restoration. In addition, donations were
collected from employees, to which the same amount of money was added by NGK to offer matching gifts.
Furthermore, food supplies and mineral water stockpiled at NGK headquarters were delivered to the
disaster-hit areas via NPO Second Harvest(Japan).
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Water and food items were delivered swiftly to
disaster-hit areas.

Members of the local communities were delighted to
receive our stockpiled food supplies.

Offering workplace experience to junior high school students from Rikuzentakata City

In January 2016, NGK cooperated with the Nagoya City
Board of Education to offer two junior high school students an
opportunity to try their hand at the setting in and removal from
a kiln of HONEYCERAM at NGK's AC Plant.

The Boards of Education of Nagoya City and Rikuzentakata
City concluded a friendship agreement in 2012 with the aim of
fostering ongoing mutual exchange between the children of
each area. Ever since, junior high school students in the two
cities have been visiting each other on an annual basis. In
fiscal 2015, 20 students from a public junior high school in
Rikuzentakata visited Nagoya over three days from January
6, undertaking workplace experience at 10 companies
including NGK and interacting with junior high school students
in Nagoya.
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Along with words of encouragement, President Taku
Oshima presented footballs to Keita Endo of Yokota
Junior High School (left) and Akihito Sugawara of
Takatahigashi Junior High School.



Feedback from the students

“We got to set and remove products in and from a kiln, check for defective products, and align the fragile products
carefully but swiftly. All these tasks were new to us and therefore really wore us out, but we managed to complete
them.”

“Major corporations in Rikuzentakata were swept away by the tsunami, so we are extremely grateful for this precious

opportunity to engage in work experience at NGK, one of Japan’s leading companies.”

“I'm hoping to not only fully absorb what I've learned, but also to tell my friends and neighbors all about it.”

Catering service for the elderly

On September 17, 2015, two NGK employees engaged in voluntary work at a luncheon event held at the Mitsurugi
Community Center in Mizuho Ward, Nagoya City for older members of the community who live alone. The luncheon is
hosted regularly by Mizuho Ward’s Local Community Welfare Council as part of its catering service project for the area’s
elderly residents. The event was attended by 90 people this time.

NGK has been supporting the luncheon event every year since 1996 by providing help at the venue and donating prizes for
games.

Bingo games were enjoyed at the luncheon event An NGK employee who participated as a volunteer
were greetings on behalf of the Group, saying, “We
hope to continue interacting with the members of the
local community and provide ongoing support.”
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Connection to Society

Support for Volunteer Activities by Employees

The NGK Group proactively supports activities and provides information to create opportunities for employees to participate
in volunteering outside the company.

Science volunteer activities

As a manufacturer, NGK is working on activities to share the joys of science with children and offering clearly presented
information with the aim of sparking their interest in science and technology.

In 1997, we started running a regular feature entitled NGK Science Site: Experiments at Home Series in Newton, a science
magazine, as a corporate advertisement. NGK also operates a dedicated webpage in tandem with the series, providing
viewers with details of the featured experiments supervised by experts on a monthly basis. By using readily available items
such as PET bottles, batteries, vegetables, and seasonings, the experiments help spark children’s interest in science. The
series presented its 220th experiment in January 2016.

NGK employees also demonstrate the experiments introduced in NGK Science Site as part of a volunteer activity. Since
1998, the experiments have been performed annually at the Youngsters’ Science Festival in Nagoya organized by the Japan
Science Foundation and others. In addition, roughly 40 experiment demonstrations have been given at event booths

installed at regional science museums, attracting a cumulative total of 20,000 participants.

Employee volunteers busily instructing crowds of Making “glasses for spying,” which enables wearers to
children and families see behind them, was a hugely popular craft project.
D e *™™®=  NGK Science Site included in the Nikkei Plus1
FRTTALHFRULY~X ey VA RESTSRh i
ranking

Last-minute Summer Projects published in our NGK
Science Site were ranked second and sixth in the
August 22 edition of the Nikkei Plus1 ranking (page 1 of
The Nikkei Saturday edition, separate print).
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Donating Meals to Children in Africa through TABLE FOR TWO Initiatives

Since September 2010, NGK has participated in the TABLE FOR TWO (TFT) program as a volunteer activity employees can
easily participate in. When a meal is ordered from the employee cafeteria’s healthy menu, a donation equivalent to one
school lunch (20 yen) is provided to children in Africa. All NGK cafeterias (eight cafeterias in four areas) participate in this
program.

The equivalent of 41,500 meals were donated in fiscal 2015, with the cumulative number of donated meals since September
2010 reaching 210,000, which amounts to a full year of school lunches for approximately 950 children.

In October 2015, we began creating triangular POP advertising displays featuring employees engaged in the TFT program.
They have been placed on NGK cafeteria tables since June 2013 to encourage employees to take part in this effortless
social contribution activity. Employees featured in the displays now number 108.

A total of around 200,000 yen was donated in fiscal 2015 through the three TFT vending machines, which were installed at
NGK headquarters in July 2013.

The equivalent of 41,500 meals were
donated to children in developing
countries in fiscal 2015.

Many employees participate in the TFT project, which is a hassle-free
way of engaging in charity.

Group Volunteer Participation in Marathon Festival Nagoya-Aichi

Approximately 100 employees from the NGK Group participated in a group volunteer activity intended to enliven the
Marathon Festival Nagoya-Aichi, in Nagoya City, a major local event held on March 13, 2016. The volunteers supported
operations by providing runners with water and maintaining the course.

We invited members of the NGK Workers' Union, Group companies, and the cafeteria operator to join in. Prior to the event,
the volunteers and employee runners assembled for a get-together, with President Taku Oshima of NGK dropping in to offer
a few words of encouragement. Video clips produced by each workplace featuring employee runners and messages to
cheer them on were also shown at the gathering to foster a mood of support and encouragement among the volunteers and
employee runners.
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Around 100 volunteers joined the event Supporting runners by supplying water
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Yoko Dan, (NGK Ceramic Device)

My task was to supply water to the runners. While handing out cups
of water, | cheered them on at the top of my voice in the hope of
empowering them! After six hours of volunteering from the early
morning and accomplishing my task in cooperation with other
volunteer members, | felt a sense of fulfillment and a good kind of
tired, and was glad that | had participated. I'd like to help boost the

event next year with an even larger group of volunteers.

NGK Eco Point System
Click here

Forestation activity at OISCA forest

In fiscal 2015, 27 employees planted 50 yamazakura cherry trees as part of the forestation activity co-organized with The
Organaization for Industrial Spiritual and Cultural Advancement-International (OISCA) at the OISCA forest in Kitashitara
District, Aichi Prefecture. This was the fourth time NGK engaged in forestation as a group-wide volunteer activity. A
cumulative total of 82 employees have joined in the initiative so far, planting around 170 yamazakura.

In addition, as a measure to facilitate employees'participation in the OISCA initiative at the workplace, two vending machines
with a donation collecting function were introduced in the NGK head office in November 2015.

Social contribution activities by domestic Group companies

NGK Okhotsk engages in maintenance of Asian skunk cabbage colonies

In August 2015, eight employees of NGK Okhotsk, Ltd. participated in a grass-cutting event at the Asian skunk cabbage
colonies alongside Lake Abashiri, which was organized by the Lake Abashiri Mizu to Midori no Kai. This marked the
company’s sixth year of involvement in the event, which is held every spring and summer. With a mower, sickle, or hoe in
hand, the employees joined local residents in cutting grass growing in the colonies and on roadsides. To create a wetland
environment suitable for skunk cabbage, efforts were also made to enhance the wetlands and reinforce the gutter retaining
walls by using the cut grass and driftwood.

Feedback from a participant

The water channel by the colonies is a great spot for enjoying the rich natural features of this area, with fireflies buzzing
around in summer and salmon swimming upstream in autumn. | intend to continue helping to preserve the environment so
that skunk cabbage can be seen in full bloom next spring.
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Soshin Electric participates in International Volunteer Day: Simultaneous Social Contribution Action

On December 4, 2015, Soshin Electric Co., Ltd. participated in the International Volunteer Day: Simultaneous Social
Contribution Action held at Hamamatsucho Building, where its head office is located. To coincide with the UN-designated
International Volunteer Day (December 5), the annual event was organized by the building’s 15 tenant companies. Fair trade
products were sold by NPOs and organizations, workshops were held, and a concert was given by the Toshiba Philharmonic
Orchestra. Soshin Electric employees also worked as stall sellers. Proceeds from the event were used to support participant
organizations’ social contribution activities and producers in developing countries.

NGK Ceramic Device participates in spring traffic safety campaign

In May 2015, 19 employees of NGK Ceramic Device Co., Ltd. (Komaki City, Aichi Prefecture) participated in a traffic safety
campaign at a nearby intersection. The event was hosted by the Komaki Police Station as part of a nationwide traffic safety
awareness movement. The Group company’s employees join the campaign as a voluntary service twice a year.
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NGK Metex engages in local beautification activities

In October 2015, 10 employees of NGK Metex Corporation engaged in a cleanup activity in the vicinity of the company in
Kazo City, Saitama Prefecture. The company conducts the activity twice a year along with neighboring companies in the
industrial complex as part of its social contribution activities. During the one-hour cleanup, the employees gathered fallen

leaves and waste equivalent to 23 bags, which were collected by the city to be used as compost.

Social contribution activities by overseas Group companies

Participating in world-class charity run (Germany)

In June 2015, 50 employees of NGK Europe GmbH participated in the JP
Morgan Corporate Challenge, a jogging event held in Frankfurt. The event
is one of the largest of its kind in the world, attracting around 70,000
runners. A portion of the participation fees collected is donated to
organizations that support the physically challenged. The employees ran
5.6 kilometers in matching T-shirts displaying the company’s 30th
anniversary logo.

Charity auction for selling pictures drawn by children (Poland)

In June 2015, NGK Ceramics Polska Sp. z 0.0. (ACP) held a charity
auction for selling pictures drawn by children in orphanages. The auction
was held at the company’s family picnic event, and drew around 3,000
ACP employees and their family members seeking to buy inspirational
artworks by talented young artists. The pictures were sold off in quick
succession for high bids, creating great excitement among the audience.

Supporting a year-end charity (Poland)

In December 2015, NGK Ceramics Polska Sp. z 0.0. (ACP) cooperated
with a year-end charity drive called the Nobel Package, which is
conducted each year throughout Poland. Food, clothing, and other daily
necessities were donated, along with a special chair for a girl with physical
disabilities.
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Donating blood (Malaysia)

NGK Electronics Devices (M) Sdn. Bhd. and NGK Globetronics
Technology Sdn. Bhd. based in Penang, Malaysia conducted a blood
donation campaign held as an annual event aimed at raising health
awareness and contributing to the regional community. On April 14 and
August 11, 2015, each 89 employees and 47 employees donated blood.

Distributing Christmas presents to children at an orphanage (U.S.A.)

In December 2015, NGK Metals Corporation (U.S.A.) sent Christmas
presents through a volunteer group to children at a nearby orphanage for
the seventh consecutive year. Numerous toys and clothes donated by
employees were carefully gift-wrapped and delivered to the children.

Participating in Make a CHANGE Day

Make a CHANGE Day is a nationwide initiative hosted by the EXPO 2005 Aichi Volunteer Center, under which voluntary and
civic activities are carried out intensively during a designated period to encourage participation in volunteering. By widely
publicizing the activities of various organizations online and through a range of media, the event aims to enhance the social
significance and impact of voluntary and c1v1c activities, thereby contributing to fostering a "culture of volunteerism." As part
of the Make a CHANGE Day initiative, NGK registered 12 social activities associated with the environment, sports,
education, and social welfare, implemented between October 2014 and March 2015.
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Connection to Society

Support for Volunteer Activities by Employees

The NGK Group proactively supports activities and provides information to create opportunities for employees to participate
in volunteering outside the company.

Science volunteer activities

As a manufacturer, NGK is working on activities to share the joys of science with children and offering clearly presented
information with the aim of sparking their interest in science and technology.

In 1997, we started running a regular feature entitled NGK Science Site: Experiments at Home Series in Newton, a science
magazine, as a corporate advertisement. NGK also operates a dedicated webpage in tandem with the series, providing
viewers with details of the featured experiments supervised by experts on a monthly basis. By using readily available items
such as PET bottles, batteries, vegetables, and seasonings, the experiments help spark children’s interest in science. The
series presented its 220th experiment in January 2016.

NGK employees also demonstrate the experiments introduced in NGK Science Site as part of a volunteer activity. Since
1998, the experiments have been performed annually at the Youngsters’ Science Festival in Nagoya organized by the Japan
Science Foundation and others. In addition, roughly 40 experiment demonstrations have been given at event booths

installed at regional science museums, attracting a cumulative total of 20,000 participants.

Employee volunteers busily instructing crowds of Making “glasses for spying,” which enables wearers to

children and families see behind them, was a hugely popular craft project.
— o o - NGK Science Site included in the Nikkei Plus1
BRTTAINFRULY~X oy rote a9 AL . ranking

Last-minute Summer Projects published in our NGK
Science Site were ranked second and sixth in the
August 22 edition of the Nikkei Plus1 ranking (page 1 of
The Nikkei Saturday edition, separate print).
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Donating Meals to Children in Africa through TABLE FOR TWO Initiatives

Since September 2010, NGK has participated in the TABLE FOR TWO (TFT) program as a volunteer activity employees can
easily participate in. When a meal is ordered from the employee cafeteria’s healthy menu, a donation equivalent to one
school lunch (20 yen) is provided to children in Africa. All NGK cafeterias (eight cafeterias in four areas) participate in this
program.

The equivalent of 41,500 meals were donated in fiscal 2015, with the cumulative number of donated meals since September
2010 reaching 210,000, which amounts to a full year of school lunches for approximately 950 children.

In October 2015, we began creating triangular POP advertising displays featuring employees engaged in the TFT program.
They have been placed on NGK cafeteria tables since June 2013 to encourage employees to take part in this effortless
social contribution activity. Employees featured in the displays now number 108.

A total of around 200,000 yen was donated in fiscal 2015 through the three TFT vending machines, which were installed at
NGK headquarters in July 2013.

The equivalent of 41,500 meals were
donated to children in developing
countries in fiscal 2015.

Many employees participate in the TFT project, which is a hassle-free
way of engaging in charity.

Group Volunteer Participation in Marathon Festival Nagoya-Aichi

Approximately 100 employees from the NGK Group participated in a group volunteer activity intended to enliven the
Marathon Festival Nagoya-Aichi, in Nagoya City, a major local event held on March 13, 2016. The volunteers supported
operations by providing runners with water and maintaining the course.

We invited members of the NGK Workers' Union, Group companies, and the cafeteria operator to join in. Prior to the event,
the volunteers and employee runners assembled for a get-together, with President Taku Oshima of NGK dropping in to offer
a few words of encouragement. Video clips produced by each workplace featuring employee runners and messages to
cheer them on were also shown at the gathering to foster a mood of support and encouragement among the volunteers and
employee runners.
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Yoko Dan, (NGK Ceramic Device)

My task was to supply water to the runners. While handing out cups
of water, | cheered them on at the top of my voice in the hope of
empowering them! After six hours of volunteering from the early
morning and accomplishing my task in cooperation with other
volunteer members, | felt a sense of fulfillment and a good kind of
tired, and was glad that | had participated. I'd like to help boost the

event next year with an even larger group of volunteers.

NGK Eco Point System
Click here

Forestation activity at OISCA forest

In fiscal 2015, 27 employees planted 50 yamazakura cherry trees as part of the forestation activity co-organized with The
Organaization for Industrial Spiritual and Cultural Advancement-International (OISCA) at the OISCA forest in Kitashitara
District, Aichi Prefecture. This was the fourth time NGK engaged in forestation as a group-wide volunteer activity. A
cumulative total of 82 employees have joined in the initiative so far, planting around 170 yamazakura.

Social contribution activities by domestic Group companies

NGK Okhotsk engages in maintenance of Asian skunk cabbage colonies

In August 2015, eight employees of NGK Okhotsk, Ltd. participated in a grass-cutting event at the Asian skunk cabbage
colonies alongside Lake Abashiri, which was organized by the Lake Abashiri Mizu to Midori no Kai. This marked the
company’s sixth year of involvement in the event, which is held every spring and summer. With a mower, sickle, or hoe in
hand, the employees joined local residents in cutting grass growing in the colonies and on roadsides. To create a wetland
environment suitable for skunk cabbage, efforts were also made to enhance the wetlands and reinforce the gutter retaining
walls by using the cut grass and driftwood.

Feedback from a participant

The water channel by the colonies is a great spot for enjoying the rich natural features of this area, with fireflies buzzing
around in summer and salmon swimming upstream in autumn. | intend to continue helping to preserve the environment so
that skunk cabbage can be seen in full bloom next spring.
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Soshin Electric participates in International Volunteer Day: Simultaneous Social Contribution Action

On December 4, 2015, Soshin Electric Co., Ltd. participated in the International Volunteer Day: Simultaneous Social
Contribution Action held at Hamamatsucho Building, where its head office is located. To coincide with the UN-designated
International Volunteer Day (December 5), the annual event was organized by the building’s 15 tenant companies. Fair trade
products were sold by NPOs and organizations, workshops were held, and a concert was given by the Toshiba Philharmonic
Orchestra. Soshin Electric employees also worked as stall sellers. Proceeds from the event were used to support participant
organizations’ social contribution activities and producers in developing countries.

NGK Ceramic Device participates in spring traffic safety campaign

In May 2015, 19 employees of NGK Ceramic Device Co., Ltd. (Komaki City, Aichi Prefecture) participated in a traffic safety
campaign at a nearby intersection. The event was hosted by the Komaki Police Station as part of a nationwide traffic safety
awareness movement. The Group company’s employees join the campaign as a voluntary service twice a year.
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NGK Metex engages in local beautification activities

In October 2015, 10 employees of NGK Metex Corporation engaged in a cleanup activity in the vicinity of the company in
Kazo City, Saitama Prefecture. The company conducts the activity twice a year along with neighboring companies in the
industrial complex as part of its social contribution activities. During the one-hour cleanup, the employees gathered fallen

leaves and waste equivalent to 23 bags, which were collected by the city to be used as compost.

Social contribution activities by overseas Group companies

Participating in world-class charity run (Germany)

In June 2015, 50 employees of NGK Europe GmbH participated in the JP
Morgan Corporate Challenge, a jogging event held in Frankfurt. The event
is one of the largest of its kind in the world, attracting around 70,000
runners. A portion of the participation fees collected is donated to
organizations that support the physically challenged. The employees ran
5.6 kilometers in matching T-shirts displaying the company’s 30th
anniversary logo.

Charity auction for selling pictures drawn by children (Poland)

In June 2015, NGK Ceramics Polska Sp. z 0.0. (ACP) held a charity
auction for selling pictures drawn by children in orphanages. The auction
was held at the company’s family picnic event, and drew around 3,000
ACP employees and their family members seeking to buy inspirational
artworks by talented young artists. The pictures were sold off in quick
succession for high bids, creating great excitement among the audience.

Supporting a year-end charity (Poland)

In December 2015, NGK Ceramics Polska Sp. z 0.0. (ACP) cooperated
with a year-end charity drive called the Nobel Package, which is
conducted each year throughout Poland. Food, clothing, and other daily
necessities were donated, along with a special chair for a girl with physical
disabilities.
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Donating blood (Malaysia)

NGK Electronics Devices (M) Sdn. Bhd. and NGK Globetronics
Technology Sdn. Bhd. based in Penang, Malaysia conducted a blood
donation campaign held as an annual event aimed at raising health
awareness and contributing to the regional community. On April 14 and
August 11, 2015, each 89 employees and 47 employees donated blood.

Distributing Christmas presents to children at an orphanage (U.S.A.)

In December 2015, NGK Metals Corporation (U.S.A.) sent Christmas
presents through a volunteer group to children at a nearby orphanage for
the seventh consecutive year. Numerous toys and clothes donated by
employees were carefully gift-wrapped and delivered to the children.

Participating in Make a CHANGE Day

Make a CHANGE Day is a nationwide initiative under which voluntary and civic activities are carried out intensively during a
designated period to encourage involvement in volunteering. By widely publicizing the activities of various organizations
online and through a range of media, the event aims to enhance the social significance and impact of voluntary and civic
activities, thereby contributing to fostering a “culture of volunteerism.” As part of the Make a CHANGE Day initiative, NGK
registered 12 social activities associated with the environment, sports, education, and social welfare implemented between
October 2014 and March 2015.
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Connection to Society

Collaborating with the Worker’s Union to Conduct Social
Contribution Activities

Cleanup Activities around Plants

As a member of regional communities, the NGK Group proactively participates in cleanup activities around its plants. In

fiscal 2015, these activities were conducted at all NGK sites and the Ishikawa Plant, as well as at each Group company.

In cooperation with NGK Yu-Service Co., Ltd., and NGK Building Services, Ltd., the NGK Worker’s Union has participated in
cleanup activities around the NGK Head Office and a nearby park for the past 25 years. These activities were conducted two
times in 2015, with nearly 436 people participating in park beautification efforts.

The cleanup activities have been undertaken for 25 Employees cleaning up around their plant.
years.

Participating in the Fukushima Sunflower Project

In August 2015, the NGK Workers’ Union participated in the Fukushima Sunflower Project, under which participants become
“foster parents” to sunflowers by purchasing their seeds, growing new flowers from them, harvesting their seeds, and
sending the seeds back to the project organizer. The project aims to help the people of Fukushima connect with the rest of
the world, make sure the earthquake disaster is never forgotten, and create employment in the prefecture, including for
those with intellectual disabilities. In May 2015, sunflowers came into full bloom at the three “foster parent” garden beds at
NGK'’s Nagoya Site. Furthermore, in response to an internal solicitation, 42 individual NGK employees now serve as
independent “foster parents,” growing their own batch of sunflowers at home. The seeds sent back to Fukushima have
grown and bloomed at various locations in the region, and the seeds of these flowers will be processed into sunflower oil to
help with the restoration of the prefecture.

Sunflowers in bloom at NGK headquarters in Nagoya “We'd like to implement the project on larger scale next

year,” says an NGK project staff member.
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Cherry Tree Planting and Recovery Support Tour

In April 2014, 22 employees participated in the “Cherry Tree Planting and Reconstruction Support Tour” project created by
the NGK Worker’s Union, which planted 21 cherry trees around Wakabayashi Ward in Sendai City, Miyagi Prefecture. From
October to December 2013, the Worker’s Union called for donations internally to the “Sakura Fund,” then planned a tour to
deliver the collected funds directly to disaster-stricken areas.

At the end of October 2015, the Workers’ Union visited the site to see the planted trees and confirmed their steady progress.
The couple in charge of looking after the trees told the union representatives about their growth, including details about the
flowers they bore in spring.

In November 2015, a mature yamazakura cherry tree was additionally planted in Sanbontsuka, Wakabayashi Ward in
Sendai City, with some union staff members invited to the unveiling ceremony. Local residents were reportedly delighted to
see the grand tree. Support will be continued toward the goal of holding a blossom viewing party in spring to see them in full
bloom.

mThe Sakura Fund

This fund intends to provide economic recovery support in the form of tree planting and other programs conducted in
disaster-stricken areas. Through the planting of cherry trees at the highest point reached by the massive tsunami after the
Great East Japan earthquake, the memory of the disaster caused by the massive tsunami will never fade. This project is
organized by NPO Sakuranamiki Network.

» PO Sakuranamiki Network Website
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Connection to Society

Interaction with Regional Communities

The NGK Group engages in dynamic interactions with local residents through opportunities such as plant tours and regional
events, as well as through opportunities for direct dialogue, making an effort to incorporate the ideas and opinions received
in Group business activities and CSR activities

Plant Tours

Interactions with Children and Local Residents

NGK attempts to interact with regional communities through plant tours to deepen interest in and understanding of NGK and
manufacturing. In fiscal 2015 we conducted six plant tours at three sites for a total of 152 participants consisting of
elementary school students and local residents.

Plant Tours in Fiscal 2015 (NGK)

Tours Participants Details
Chita Site 1 61 Hosted a plant tour for local residents

Hosted student visitors from Aichi Prefectural Kasugainishi Senior High
Komaki Site 3 27 School and Aichi Prefectural Seto Pottery Senior High School. Hosted a site
tour for ward mayors and officers of the regional.

Hosted elementary school pupils from Nomi City and students from

Ishik Pl 2 4
shikawa Plant 6 Ishikawa Technical Senior High School.

Plant Tour for Local Residents at the Chita Site

In November 2015, NGK hosted a plant tour at its Chita Site to create an opportunity to interact directly with local residents,
who are important stakeholders for the company. Following an overview of NGK given by Shuhei Ishikawa, director and
senior vice president of the company and general manager of its Chita Site, participants were taken around to see the rolling
process at the metal plant and the production and inspection processes at the insulator plant. The tour helped the local
residents better understand NGK’s production and business activities.

61 local residents participated. A tour of NGK'’s insulator plant
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NGK Holds its Annual Summer Festival

In July 2015, the Komaki Site held its annual NGK Summer Festival, marking the 49th year of this event, which drew local
residents, employees, and their families, totaling around 2,200 people. On stage, a range of performances were presented
including Japanese drums and jazz dance, as well as concerts by a singer originally from the area and a pop group. Carnival
booths run by employees offered shaved ice and games, which were hugely popular with children. The annual raffle event
offered prizes such as tickets for sightseeing by helicopter and C1 home-use water purifiers, creating excitement throughout

the venue.

Performance on stage Ball-scooping game draws many participants.

Collaboration on Environmental Education

Click here.
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GRI Guidelines 1SO26000 Comparison Table

Standard Disclosures

G4-1

Strategy and Analysis

Provide a statement from the
most senior decision-maker of
the organization (such as CEO,
chair, or equivalent senior
position) about the relevance of
sustainability to the organization
and the organization's strategy
for addressing sustainability.

1SO26000
Issues *

Publication Location

Web Version Full Report

Management's Commitment

Print Version

P3-4 Management's Commitment

G4-2

Provide a description of key
impacts, risks, and opportunities.

Management's Commitment
Risk Management

Special Feature: New Five-Year
Environmental Action Plan and
Environmental Products
Preservation of Global
Environment

P3-4 Management's Commitment
P11-16 Special Feature: New
Five-Year Environmental Action
Plan and Environmental Products
P17-22 Business Overview

P41 Thorough Compliance

P42 Risk Management

Organizational Profile

organization, including:

+ Total number of employees

= Total number of operations

» Net sales

+ Total capitalization broken
down in terms of debt and
equity

+ Quantity of products or services
provided

Investor Relations > IR Library >
Annual Report > Financial
Highlights (P1); Subsidiaries and
Affiliates (P72-73)

Products

G4-3 Report the name of the = About NGK (Corporate Outline) P45 Corporate Outline
organization. )

G4-4 Report the primary brands, = Products (Corporate Outline) P5 Business Domain
products, and services. P7-10 Inspiration to Value Creation

- P14-16 Promoting Environmental
Contribution through Products
P17-22 Business Overview

G4-5 Report the location of the = About NGK (Corporate Outline) F4,P45 Corporate Outline
organization's headquarters. )

G4-6 Report the number of countries = About NGK (Corporate Outline) P45 Corporate Outline
where the organization operates, = Investor Relations > IR Library > P47-48 Global Network
and names of countries where Annual Report > Subsidiaries and
either the organization has Affiliated Companies (P72-73)
significant operations or that are )
specifically relevant to the
sustainability topics covered in
the report.

G4-7 Report the nature of ownership = About NGK (Corporate Outline)
and legal form. = Investor Relations > IR Library >

) Annual Report > Subsidiaries and
Affiliated Companies (P72-73)

G4-8 Report the markets served = About NGK > Corporate Outline P17-22 Business Overview
(including geographic P44 Financial Highlights
breakdown, sectors served, and -
types of customers and
beneficiaries).

G4-9 a. Report the scale of the = About NGK > Corporate Outline P43-44 Financial Highlights

P45 Financial Summary
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G4-10

= Report the total number of
employees by employment
contract and gender.
Report the total number of
permanent employees by
employment type and gender
» Report the total workforce by
employees and supervised
workers and by gender
Report the total workforce by
region and gender.
= Report whether a substantial
portion of the organization's
work is performed by workers
who are legally recognized as
self-employed, or by individuals
other than employees or
supervised workers, including
employees and supervised
employees of contractors.
= Report any significant
variations in employment
numbers

= Respect for People and Ensure
Comfortable Workplace

P44 Financial Highlights

G4-11

Report the percentage of total
employees covered by
collective bargaining
agreements.

= Investor Relations > IR Library >
Annual Report >Financial
Highlights (P1)

G4-12

» Describe the organization's
supply chain.

» Supply Chain

P36 Ensuring Fair and Equitable
Partnerships with Suppliers

G4-13

Report any significant changes
during the reporting period
regarding the organization's size,
structure, ownership, or its
supply chain, including:
= operations, including facility
openings, closings, and
expansions
= Changes in the share capital
structure and other capital
formation, maintenance, and
alteration operations (for
private sector organizations)
Changes in the location of
suppliers, the structure of the
supply chain, or in relationships
with suppliers, including
selection and termination

= NA

G4-14

Report whether and how the
precautionary approach or
principle is addressed by the
organization.

CSR Management

Thorough Compliance

Supply Chain

Respect for People and Ensure
Comfortable Workplace

Risk Management

P39-42 Striving to Become a
Company Trusted by All
Stakeholders

G4-15

List externally developed
economic, environmental and
social charters, principles, or
other initiatives to which the
organization subscribes or which
it endorses.

Management's Commitment
CSR Management > Human

rights initiatives

P3-4 Management's Commitment
P6 Promoting Human Rights
Initiatives

G4-16

List memberships of associations

(such as industry associations)

and national or international

advocacy organizations in which

the organization:

* Holds a position on the
governance body

» Participates in projects or
committees
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Identifi

G4-17

» Provides substantive funding
beyond routine membership
dues

» Views membership as strategic

ed Material Aspects and

« List all entities included in the
organization's consolidated
financial statements or
equivalent documents.

= Report whether any entity
included in the organization's
consolidated financial
statements or equivalent
documents is not covered by
the report.

Boundaries

NGK Report 2016 Editorial Policy
About NGK

New Five-Year Environmental
Action Plan (the Environment)

P1 Editorial Policy
P45-46 Corporate Outline

G4-18

= Explain the process for defining
the report content and the
Aspect Boundaries.

= Explain how the organization
has implemented the Reporting
Principles for Defining Report
Content.

CSR Management
NGK Report 2016 Editorial Policy

P6 Corporate Philosophy

G4-19

« List all the material Aspects
identified in the process for
defining report content.

CSR Management

P6 Corporate Philosophy

G4-20

For each material Aspect, report
the Aspect Boundary within the
organization, as follows:

* Report whether the Aspect is
material within the organization
If the Aspect is not material for
all entities within the
organization (as described in
G4-17), select one of the
following two approaches and
report either:

- The list of entities or groups of
entities included in G4-17 for
which the Aspect is not material
or

- The list of entities or groups of
entities included in G4-17 for
which the Aspects is material
Report any specific limitation
regarding the Aspect Boundary
within the organization

CSR Management > Materiality
Special Feature: New Five-Year
Environmental Action Plan and
Environmental Products
Preservation of Global
Environment > New Five-Year
Environmental Action Plan

P6 Corporate Philosophy

P11-16 Special Feature: New
Five-Year Environmental Action
Plan and Environmental Products

G4-21

For each material Aspect, report
the Aspect Boundary outside the
organization, as follows:

= Report whether the Aspect is
material outside of the
organization

If the Aspect is material outside
of the organization, identify the
entities, groups of entities or
elements for which the Aspect
is material. In addition, describe
the geographical location
where the Aspect is material for
the entities identified

Report any specific limitation
regarding the Aspect Boundary
outside the organization

xListed as necessary

xListed as necessary

G4-22

Report the effect of any
restatements of information
provided in previous reports, and
the reasons for such
restatements.

NA

NA
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G4-23

Report significant changes from
previous reporting periods in the
Scope and Aspect Boundaries.

NA

NA

Stakeholder Engagemen

G4-28

that have been raised through
stakeholder engagement, and
how the organization has
responded to those key topics
and concerns, including
through its reporting. Report
the stakeholder groups that
raised each of the key topics
and concerns.

» Reporting period (such as fiscal
or calendar year) for
information provided.

governance

with Procurement Partners
Realization of Higher Quality
Products and Services > System
for Making Use of Customer
Feedback in Management
Respect of Humanity and
Assurance of Comfortable
Working Environment > Dialogue
with Employees

Third Party Opinion

= NGK Report 2016 Editorial Policy

G4-24 = Provide a list of stakeholder 6.2 Organizational » CSR Management > Targeted
groups engaged by the governance Stakeholder and Response
organization. Policies

G4-25 » Report the basis for 6.2 Organizational = CSR Management > Targeted
identification and selection of governance Stakeholder and Response
stakeholders with whom to Policies
engage.

G4-26 = Report the organization's 6.2 Organizational = CSR Management P36 Ensuring Fair and Equitable
approach to stakeholder governance = Realization of Higher Quality Partnerships with Suppliers
engagement, including Products and Services > System P37-38 As a Company Contributing
frequency of engagement by for Making Use of Customer .
type and by stakeholder group, Feedback in Management to a Society and Trusted by
and an indication of whether = Connection to Society Communities across the Globe
any of the engagement was P42 CSR Talk Live
undertaken specifically as part
of the report preparation
process.

G4-27 » Report key topics and concerns | 6.2 Organizational = Supply Chain > Communication P36 Ensuring Fair and Equitable

Partnerships with Suppliers

P42 CSR Talk Live

P50 Third Party Opinion, Response
from NGK

Report Profile

P1 Editorial Policy

G4-29

Date of most recent previous
report (if any).

F4

G4-30

» Reporting cycle (such as
annual, biennial).

= NGK Report 2016 Editorial Policy

P1 Editorial Policy

G4-31

Provide the contact point for
questions regarding the report
or its contents.

= Contact

F4

G4-32

» Report the 'in accordance'
option the organization has
chosen.

Report the GRI Content Index
for the chosen option (see
tables below).

Report the reference to the
External Assurance Report, if
the report has been externally
assured.

= Independent Practitioner's

Assurance Report

P49 Independent Practitioner's
Assurance Report

G4-33

= Report the organization's policy
and current practice with regard
to seeking external assurance
for the report.

» If not included in the assurance

report accompanying the

sustainability report, report the

scope and basis of any external

assurance provided.

Report the relationship

between the organization and
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= Independent Practitioner's

Assurance Report
= Third Party Opinion

P49 Independent Practitioner's
Assurance Report
P50 Third Party Opinion




the assurance providers.

= Report whether the highest
governance body or senior
executives are involved in
seeking assurance for the
organization's sustainability
report.

G4-34 * Report the governance 6.2 Organizational = Corporate Governance P39-40 Corporate Governance
structure of the organization, governance
including committees of the
highest governance body.

Identify any committees
responsible for decision-making
on economic, environmental
and social impacts.

G4-35 » Report the process for 6.2 Organizational = Corporate Governance > P39-40 Corporate Governance >
delegating authority for governance Corporate Governance Scheme > | Corporate Governance Scheme,
economic, environmental and Committees on Corporate Enhancing the Corporate
social topics from the highest Governance

- Governance Scheme
governance body to senior
executives and other
employees.

G4-36 + Report whether the 6.2 Organizational = Corporate Governance P39-40 Corporate Governance >
organization has appointed an | governance = CSR Management Corporate Governance Scheme,
executive-level position or = Preservation of Global Enhancing the Corporate
positions with responsibility for Environment > Environmental

) . Governance Scheme Corporate
economic, environmental and Management Frameworks and
social topics, and whether post Environmental Management Governance
holders report directly to the System
highest governance body

G4-37 » Report processes for 6.2 Organizational = Corporate Governance > P39-40 Corporate Governance >
consultation between governance Corporate Governance Scheme > | Corporate Governance Scheme,
stakeholders and the highest Committees on Corporate Enhancing the Corporate
governance body on economic, Governance > Corporate

. . Governance Scheme Corporate
environmental and social Governance Enhancement
topics. If consultation is = CSR Management Governance
delegated, describe to whom
and any feedback processes to
the highest governance body
G4-38 Report the composition of the 6.2 Organizational = Corporate Governance > P23 Management Structure
highest governance body and its | governance Corporate Governance Scheme | p39-40 Corporate Governance >
committees by: * Investor Relations > IR Library > Corporate Governance Scheme,
’ . Annual Report >Corporate .
= Executive or non-executive Enhancing the Corporate
+ Independence Governance (P10); Corporate Governance Scheme
Data (P69); Board of Directors
= Tenure on the governance body - - )
. Number of each individual's Execut|lve Officers and Audit &
other significant positions and Supervisory Board (P70-71)
commitments, and the nature of
the commitments
= Gender
* Membership of under-
represented social groups
= Competences relating to
economic, environmental and
social impacts
= Stakeholder representation

G4-39 » Report whether the Chair of the | 6.2 Organizational = Corporate Governance > P39-40 Corporate Governance >
highest governance body is governance Corporate Governance Scheme Corporate Governance Scheme,
also an executive officer (and, if Enhancing the Corporate
s0, his or her function within the

e Governance Scheme
organization's management
and the reasons for this
arrangement).
G4-40 Report the nomination and 6.2 Organizational = Corporate Governance
selection processes for the governance
highest governance body and its
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committees, and the criteria used
for nominating and selecting
highest governance body
members, including:

= Whether and how diversity is
considered

Whether and how
independence is considered

= Whether and how expertise and
experience relating to
economic, environmental and
social topics are considered
Whether and how stakeholders
(including shareholders) are
involved

G4-41

Report processes for the highest
governance body to ensure
conflicts of interest are avoided
and managed. Report whether
conflicts of interest are disclosed
to stakeholders, including, as a
minimum:

= Cross-board membership

= Cross-shareholding with
suppliers and other
stakeholders

Existence of controlling
shareholder

+ Related party disclosures

6.2 Organizational
governance

= Corporate Governance

= Investor Relations > IR Library >

Annual Report > Corporate

Governance (P67-73)

G4-42

» Report the highest governance
body's and senior executives'
roles in the development,
approval, and updating of the
organization's purpose, value
or mission statements,
strategies, policies, and goals
related to economic,
environmental and social
impacts.

6.2 Organizational
governance

= Corporate Governance
= CSR Management

G4-43

Report the measures taken to
develop and enhance the
highest governance body's
collective knowledge of
economic, environmental and
social topics.

6.2 Organizational
governance

= CSR Management

G4-44

» Report the processes for
evaluation of the highest
governance body's
performance with respect to
governance of economic,
environmental and social
topics. Report whether such
evaluation is independent or
not, and its frequency. Report
whether such evaluation is a
self-assessment.

» Report actions taken in
response to evaluation of the
highest governance body's
performance with respect to
governance of economic,
environmental and social
topics, including, as a
minimum, changes in
membership and organizational
practice.

6.2 Organizational
governance

= P13 Corporate Governance >
Basic Approach to Corporate
Governance

= P14 CSR Management

P13 Corporate Governance > Basic
Approach to Corporate Governance
P14 CSR Management

G4-45

Report the highest governance
body's role in the identification
and management of economic,
environmental and social

6.2 Organizational
governance

= Corporate Governance

» Risk Management
= Preservation of Global

Environment > Environmental
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impacts, risks, and
opportunities. Include the
highest governance body's role
in the implementation of due
diligence processes.

» Report whether stakeholder

consultation is used to support
the highest governance body's
identification and management
of economic, environmental and
social impacts, risks, and
opportunities.

Management Frameworks and
Environmental Management
System

G4-46

» Report the highest governance

body's role in reviewing the
effectiveness of the
organization's risk management
processes for economic,
environmental and social
topics.

6.2 Organizational
governance

Corporate Governance
Risk Management > Risk

Management System

G4-47

» Report the frequency of the

highest governance body's
review of economic,
environmental and social
impacts, risks, and
opportunities.

6.2 Organizational
governance

CSR Management
Risk Management

G4-48

» Report the highest committee

or position that formally reviews
and approves the
organization's sustainability
report and ensures that all
material Aspects are covered.

6.2 Organizational
governance

CSR Management

G4-49

» Report the process for

communicating critical
concerns to the highest
governance body.

6.2 Organizational
governance

Corporate Governance
Risk Management

G4-50

Report the nature and total
number of critical concerns that
were communicated to the
highest governance body and
the mechanism(s) used to
address and resolve them.

6.2 Organizational
governance

G4-51

Report the remuneration
policies for the highest
governance body and senior
executives for the below types
of remuneration:

- Fixed pay and variable pay:

> Performance-based pay

> Equity-based pay

> Bonuses

> Deferred or vested shares

- Sign-on bonuses or
recruitment incentive payments
- Termination payments

- Clawbacks

- Retirement benefits, including
the difference between benefit
schemes and contribution rates
for the highest governance
body, senior executives, and all
other employees.

» Specific restrictions on

organizational boundaries

6.2 Organizational
governance

Corporate Governance > Support
for the Corporate Governance
Code

G4-52

Report the process for
determining remuneration.
Report whether remuneration
consultants are involved in
determining remuneration and
whether they are independent
of management. Report any

6.2 Organizational
governance

Corporate Governance
Corporate Governance Report
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other relationships which the
remuneration consultants have
with the organization.

G4-53

= Report how stakeholders' views
are sought and taken into
account regarding
remuneration, including the
results of votes on
remuneration policies and
proposals, if applicable.

6.2 Organizational
governance

G4-54

= Report the ratio of the annual
total compensation for the
organization's highest-paid
individual in each country of
significant operations to the
median annual total
compensation for all employees
(excluding the highest-paid
individual) in the same country.

6.2 Organizational
governance

G4-55

» Report the ratio of percentage
increase in annual total
compensation for the
organization's highest-paid
individual in each country of
significant operations to the
median percentage increase in
annual total compensation for
all employees (excluding the
highest-paid individual) in the
same country.

6.2 Organizational
governance

Ethics and Integrity

G4-DMA

mechanisms for reporting
concerns about unethical or
unlawful behavior, and matters
related to organizational
integrity, such as escalation
through line management,
whistleblowing mechanisms or
hotlines.

» Report why the Aspect is
material. Report the impacts
that make this Aspect material.

» Report how the organization

manages the material Aspect

or its impacts.

Report the evaluation of the

management approach,

including:

- The mechanisms for

evaluating the effectiveness of

the management approach

- The results of the evaluation

of the management approach

- Any related adjustments to

governance

Disclosures on Management Approach
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G4-56 + Describe the organization's 6.2 Organizational = CSR Management P6 Corporate Philosophy
values, principles, standards governance
and norms of behavior such as
codes of conduct and codes of
ethics.
G4-57 + Report the internal and external | 6.2 Organizational = Thorough Compliance > P40 Enhancing the Whistle-Blowing
mechanisms for seeking advice | governance Compliance Promotion Structure | gystem
on ethical and lawful behavior, P41 Thorough Compliance
and matters related to
organizational integrity, such as
helplines or advice lines.
G4-58 = Report the internal and external | 6.2 Organizational = Thorough Compliance > P19-20 How to Engage in Business

Compliance Promotion Structure

= CSR Management
= Preservation of Global

Environment > Environmental
Management Frameworks and
Environmental Management

System

Activities > Thorough Compliance
and Risk Management >
Compliance Promotion Structure




the management approach

Economic Performance

suppliers at significant locations
of operation

responsibility in the
value chain

6.8.5 Employment
creation and skills
development

G4-EC1 | - Direct economic value 6.8.3 Community = Investor Relations > IR Library > P18-22 Business Overview
generated and distributed involvement Annual Report > Financial P43-44 Financial Highlights
6.8.7 Wealth and income Highlights (P1)
creation
G4-EC2 |+ Financial implications and other | 6.2 Organizational
risks and opportunities for the governance
organization's activities due to 6.5.5 Climate change
climate change mitigation and
adaptation
G4-EC3 | - Coverage of the organization's
defined benefit plan obligations
G4-EC4 | = Financial assistance received 6.6.4 Responsible
from government political involvement
G4-EC5 | - Ratios of standard entry level 6.4.4 Conditions of work
wage by gender compared to and social protection
local minimum wage at 6.8.7 Wealth and income
significant locations of creation
operation
G4-EC6 | * Proportion of senior 6.8.5 Employment
management hired from the creation and skills
local community at significant development
locations of operation
G4-EC7 | - Development and impact of 6.3.9 Economic, social
infrastructure investments and and cultural rights
services supported 6.8.9 Social investment
G4-EC8 | - Significant indirect economic 6.3.9 Economic, social
impacts, including the extent of | and cultural rights
impacts 6.6 Fair operating
practices
6.7 Consumer issues
6.8 Community
involvement and
development
G4-EC9 | - Proportion of spending on local | 6.6.6 Promoting social

Environmental

the organization

resource use
6.5.5 Climate change
mitigation and

adaptation

Environment > Overall
Perspective of Environmental

Impact

G4-EN1 | - Materials used by weight or 6.5.4 Sustainable = Preservation of Global P26 As a Member of Society >
volume resource use Environment > Overall Global Environmental Conservation
Perspective of Environmental > Overall Perspective of
| t
fpac Environmental Impact
G4-EN2 | - Percentage of materials used 6.5.4 Sustainable = Preservation of Global P27-29 Results of Initiatives Within
that are recycled input resource use Environment > Environmental the Third Five-Year Environmental
materials Impact Reduction Initiatives Action Plan
G4-EN3 | = Energy consumption within the | 6.5.4 Sustainable = Preservation of Global P26 Activities Aimed at Reducing
organization resource use Environment > Overall Environmental Impact
6.5.5 Climate change Perspective of Environmental
mitigation and Impact
adaptation
G4-EN4 | = Energy consumption outside of | 6.5.4 Sustainable = Preservation of Global P26 Activities Aimed at Reducing

Environmental Impact
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G4-EN5

= Energy intensity

6.5.4 Sustainable
resource use

Preservation of Global
Environment > Five-Year
Environmental Action Plan

P27-29 Results of Initiatives Within
the Third Five-Year Environmental
Action Plan

G4-EN6 | = Reduction of energy 6.5.4 Sustainable = Preservation of Global P27-29 Results of Initiatives Within
consumption resource use Environment > Five-Year the Third Five-Year Environmental
Environmental Action Plan Action Plan
G4-EN7 | = Reductions in energy 6.5.4 Sustainable = Products > Power Business P14-16 Promoting Environmental
requirements of products and resource use >NAS Batteries, Electronics Contribution through Products
services 6.5.5 Climate change Business, Ceramic Products
mitigation and Business
adaptation = Special Feature: Environmental
Products
G4-EN8 | - Total water withdrawal by 6.5.4 Sustainable = Preservation of Global
source resource use Environment > Overall
Perspective of Environmental
Impact
G4-EN9 | = Water sources significantly 6.5.4 Sustainable = Preservation of Global
affected by withdrawal of water | resource use Environment > Environmental
6.5.6 Protection of the Impact Reduction Initiatives
environment,
biodiversity and
restoration of natural
habits
G4-EN10 | = Percentage and total volume of | 6.5.4 Sustainable
water recycled and reused resource use
G4-EN11 | = Operational sites owned, 6.5.6 Protection of the NA NA
leased, managed in, or environment,
adjacent to, protected areas biodiversity and
and areas of high biodiversity restoration of natural
value outside protected areas habits
G4-EN12 | - Description of significant 6.5.6 Protection of the
impacts of activities, products, environment,
and services on biodiversity in biodiversity and
protected areas and areas of restoration of natural
high biodiversity value outside habits
protected areas
G4-EN13 | = Habitats protected or restored 6.5.6 Protection of the = Preservation of Global P29 Promoting Biodiversity
environment, Environment > Biodiversity Initiatives
biodiversity and Initiatives
restoration of natural
habits
G4-EN14 | » Total number of iucn red list 6.5.6 Protection of the
species and national environment,
conservation list species with biodiversity and
habitats in areas affected by restoration of natural
operations, by level of habits
extinction risk
G4-EN15 | » Direct greenhouse gas (GHG) 6.5.5 Climate change = Preservation of Global P26 Activities Aimed at Reducing
emissions (scope 1) mitigation and Environment > Overall Environmental Impact
adaptation Perspective of Environmental
Impact
G4-EN16 | = Energy indirect greenhouse 6.5.5 Climate change = Preservation of Global P26 Activities Aimed at Reducing
gas (GHG) emissions (scope 2) | mitigation and Environment > Overall Environmental Impact
adaptation Perspective of Environmental
Impact
G4-EN17 | = Other indirect greenhouse gas | 6.5.5 Climate change
(GHG) emissions (scope 3) mitigation and
adaptation
G4-EN18 | = Greenhouse gas (GHG) 6.5.5 Climate change = Preservation of Global P26 Activities Aimed at Reducing
emissions intensity mitigation and Environment > Environmental Environmental Impact
adaptation Impact Reduction Initiatives
G4-EN19 | = Reduction of greenhouse gas 6.5.5 Climate change = Preservation of Global P26 Activities Aimed at Reducing

(GHG) emissions

mitigation and
adaptation

Environment > Environmental
Impact Reduction Initiatives

Environmental Impact
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G4-EN20

= Emissions of ozone-depleting

substances (ODS)

6.5.3 Prevention of
pollution

6.5.5 Climate change
mitigation and

adaptation
G4-EN21 | = NOx, SOx, and other significant | 6.5.3 Prevention of
air emissions pollution
G4-EN22 | - Total water discharge by quality | 6.5.3 Prevention of = Preservation of Global P26 Activities Aimed at Reducing
and destination pollution Environment > Overalll Environmental Impact
Perspective of Environmental *Total amount only
Impact
*Total amount only
G4-EN23 | - Total weight of waste by type 6.5.3 Prevention of = Preservation of Global
and disposal method pollution Environment > Overall
Perspective of Environmental
Impact
* Total weight of waste by
disposal method
= Preservation of Global
Environment > Overall
Perspective of Environmental
Impact
G4-EN24 | » Total number and volume of 6.5.3 Prevention of NA NA
significant spills pollution
G4-EN25 | - Weight of transported, 6.5.3 Prevention of
imported, exported, or treated pollution
waste deemed hazardous
under the terms of the Basel
Convention Annex I, 11, lll, and
VIII, and percentage of
transported waste shipped
internationally
G4-EN26 | - Identity, size, protected status, 6.5.6 Protection of the = Preservation of Global
and biodiversity value of water | environment, Environment > Biodiversity
bodies and related habitats biodiversity and Initiatives
significantly affected by the restoration of natural
organization's discharges of habits
water and runoff
G4-EN27 | - Extent of impact mitigation of 6.5 Environment = Preservation of Global P11-16 Special Feature: New
environmental impacts of 6.6.6 Promoting social Environment > Creating Products | Fiye-Year Environmental Action
products and services responsibility in the that Contribute to the Plan
value chain Environment
6.7.5 Sustainable = Special Feature: New Five-Year
consumption Environmental Action Plan
G4-EN28 | - Percentage of products sold 6.5.4 Sustainable
and their packaging materials resource use
that are reclaimed by category | 6.6.6 Promoting social
responsibility in the
value chain
6.7.5 Sustainable
consumption
G4-EN29 | - Monetary value of significant 6.2 Organizational NA
fines and total number of governance
non-monetary sanctions for 6.5 Environment
non-compliance with 6.6.3 Anti-corruption
environmental laws and
regulations
G4-EN30 | - Significant environmental 6.5 Environment = Preservation of Global P27 Preservation of Global
impacts of transporting 6.6.6 Promoting social Environment > Fiscal 2015 Environment > Fiscal 2015
products and other goods and responsibility in the Initiatives Within the Third Initiatives Within the Third
materials for the organization's | value chain Five-Year Environmental Action . . .
. ) Five-Year Environmental Action
operations, and transporting Plan (2011-2015)
members of the workforce Plan (2011-2015)
G4-EN31 | « Total environmental protection 6.2 Organizational = Preservation of Global

expenditures and investments
by type

governance
6.5 Environment

Environment > Environmental
Accountin:
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G4-EN32 | - Percentage of new suppliers 6.5 Environment
that were screened using 6.6.6 Promoting social
environmental criteria responsibility in the
value chain
G4-EN33 | - Significant actual and potential | 6.5 Environment
negative environmental impacts | 6.6.6 Promoting social
in the supply chain and actions | responsibility in the
taken value chain
G4-EN34 | » Number of grievances about 6.2 Organizational NA NA

Labor Practices and Decent Work

environmental impacts filed,
addressed, and resolved
through formal grievance
mechanisms

governance
6.5 Environment

G4-LA1 = Total number and rates of new | 6.3.10 Fundamental = Respect for People and Ensure P44 Financial Highlights, Number
employee hires and employee | principles and rights at Comfortable Workplace of Employees, Workforce by
turnover by age group, gender | work Region
and region 6.4.3 Employment and

employment relationship

G4-LA2 | - Benefits provided to full-time 6.4.4 Conditions of work
employees that are not and social protection
provided to temporary or
part-time employees, by
significant locations of
operation

G4-LA3 | + Return to work and retention 6.4.4 Conditions of work | = Respect for Employees >
rates after parental leave, by and social protection Promoting a Work-Life Balance
gender

G4-LA4 | = Minimum notice periods 6.4.4 Conditions of work
regarding operational changes, | and social protection
including whether these are
specified in collective
agreements

G4-LA5 | - Percentage of total workforce 6.3.10 Fundamental = Respect for Employees > Health
represented in formal joint principles and rights at and Safety
management-worker health work
and safety committees that 6.4.3 Employment and
help monitor and advise on employment relationship
occupational health and safety | 6.4.6 Health and safety
programs at work

G4-LA6 | = Type of injury and rates of 6.4.6 Health and safety | = Respect for Employees > Health
injury, occupational diseases, at work and Safety
lost days, and absenteeism,
and total number of
work-related fatalities, by
region and by gender

G4-LA7 | = Workers with high incidence or | 6.4.6 Health and safety
high risk of diseases related to | at work
their occupation

G4-LA8 | - Health and safety topics 6.4.6 Health and safety = Respect for Employees > Health
covered in formal agreements at work and Safety
with trade unions 6.4.5 Social Dialogue

G4-LA9 | - Average hours of training per 6.4.7 Human = Respect for Employees > Human
year per employee by gender, development and Resource Development
and by employee category training in the workplace

G4-LA10 | - Programs for skills 6.4.7 Human = Respect for Employees > Human

management and lifelong
learning that support the
continued employability of
employees and assist them in
managing career endings

development and
training in the workplace
6.8.5 Employment
creation and skills
development

Resource Development
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G4-LA11

= Percentage of employees
receiving regular performance
and career development
reviews, by gender and by
employee category

6.4.7 Human
development and
training in the workplace

= Respect for Employees > Human
Resource Development

labor practices filed,
addressed, and resolved
through formal grievance
mechanisms

governance
6.4.4 Conditions of work
and social protection

G4-LA12 | - Composition of governance 6.3.10 Fundamental » Respect for Employees >
bodies and breakdown of principles and rights at Diversity
employees per employee work
category according to gender, 6.4.3 Employment and
age group, minority group employment relationship
membership, and other
indicators of diversity
G4-LA13 | - Ratio of basic salary and 6.3.10 Fundamental = Careers
remuneration of women to men | principles and rights at = Starting salary for disabled
by employee category, by work employees disclosed on external
significant locations of 6.4.3 Employment and sites (Careers > Disabled
operation employment relationship Employment > Compensation
and work conditions)
G4-LA14 | - Percentage of new suppliers 6.4.4 Conditions of work
that were screened using labor | and social protection
practices criteria 6.6.6 Promoting social
responsibility in the
value chain
G4-LA15 | = Significant actual and potential | 6.4.4 Conditions of work | = Supply Chain > Promotion of
negative impacts for labor and social protection CSR Procurement
practices in the supply chain 6.6.6 Promoting social
and actions taken responsibility in the
value chain
G4-LA16 | = Number of grievances about 6.2 Organizational

SOCIAL (Human Rights)

identified as having significant
risk for incidents of child labor,

6.3.5 Avoidance of
complicity

CSR Procurement

G4-HR1 | = Total number and percentage 6.3 Human rights
of significant investment 6.6 Fair operating
agreements and contracts that | practices
include human rights clauses or
that underwent human rights
screening
G4-HR2 | - Total hours of employee 6.3 Human rights = Thorough Compliance >
training on human rights 6.6.6 Promoting social Promoting Compliance Education
policies or procedures responsibility in the
concerning aspects of human value chain
rights that are relevant to
operations, including the
percentage of employees
trained
G4-HR3 | = Total number of incidents of 6.3.3 Due diligence
discrimination and corrective 6.3.6 Resolving
actions taken grievances
6.3.7 Discrimination and
vulnerable groups
G4-HR4 | = Operations and suppliers 6.3.3 Due diligence
identified in which the right to 6.3.5 Avoidance of
exercise freedom of association | complicity
and collective bargaining may 6.3.10 Fundamental
be violated or at significant risk, | principles and rights at
and measures taken to support | work
these rights 6.4.5 Social Dialogue
6.6.6 Promoting social
responsibility in the
value chain
G4-HR5 | - Operations and suppliers 6.3.3 Due diligence = Supply Chain > Promotion of P36 Ensuring Fair and Equitable

Partnerships with Suppliers
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and measures taken to
contribute to the effective
abolition of child labor

6.3.10 Fundamental
principles and rights at
work

6.6.6 Promoting social
responsibility in the

human rights impacts filed,
addressed, and resolved
through formal grievance
mechanisms

value chain
G4-HR6 | = Operations and suppliers 6.3.3 Due diligence = Supply Chain > Promotion of P36 Ensuring Fair and Equitable
identified as having significant | 6.3.5 Avoidance of CSR Procurement Partnerships with Suppliers
risk for incidents of forced or complicity
compulsory labor, and 6.3.10 Fundamental
measures to contribute to the principles and rights at
elimination of all forms of work
forced or compulsory labor 6.6.6 Promoting social
responsibility in the
value chain
G4-HR7 | = Percentage of security 6.3 Human rights
personnel trained in the 6.4.7 Human
organization's human rights development and
policies or procedures that are | training in the workplace
relevant to operations 6.6.6 Promoting social
responsibility in the
value chain
G4-HR8 | = Total number of incidents of 6.3.3 Due diligence NA NA
violations involving rights of 6.3.6 Resolving
indigenous peoples and actions | grievances
taken 6.3.7 Discrimination and
vulnerable groups
6.6.6 Promoting social
responsibility in the
value chain
G4-HR9 | = Total number and percentage 6.3 Human rights
of operations that have been 6.6 Fair operating
subject to human rights reviews | practices
or impact assessments
G4-HR10 | = Percentage of new suppliers 6.3 Human rights
that were screened using 6.6.6 Promoting social
human rights criteria responsibility in the
value chain
G4-HR11 | - Significant actual and potential | 6.3 Human rights
negative human rights impacts | 6.6.6 Promoting social
in the supply chain and actions | responsibility in the
taken value chain
G4-HR12 | = Number of grievances about 6.3 Human rights

SOCIAL (Society)

of operations assessed for risks
related to corruption and the
significant risks identified

governance
6.6 Fair operating

practices

Corruption Prevention Structure

G4-SO1 | - Percentage of operations with 6.3.3 Due diligence = Connection to Society > Social
implemented local community 6.5 Environment Contribution Activities in
engagement, impact 6.6 Fair operating Collaboration with Regional
assessments, and development | practices Communities and NPOs
programs 6.8 Community

involvement and
development

G4-SO2 | - Operations with significant 6.3.3 Due diligence NA NA
actual and potential negative 6.5 Environment
impacts on local communities 6.6 Fair operating

practices
6.8 Community
involvement and
development
G4-SO3 | - Total number and percentage 6.2 Organizational = Thorough Compliance >
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G4-S0O4

= Communication and training on
anti-corruption policies and
procedures

6.2 Organizational
governance

6.4.7 Human
development and
training in the workplace
6.6 Fair operating

= Thorough Compliance >
Corruption Prevention Structure

practices
G4-S0O5 | » Confirmed incidents of 6.2 Organizational NA NA
corruption and actions taken governance
6.6 Fair operating
practices
G4-S06 | - Total value of political 6.6.4 Responsible
contributions by country and political involvement
recipient/beneficiary 6.8.9 Social investment
G4-SO7 | » Total number of legal actions 6.6.3 Anti-corruption = Thorough Compliance > Status of
for anti-competitive behavior, 6.6.5 Fair competition Law and Requlations Violations
anti-trust, and monopoly
practices and their outcomes
G4-S0O8 | = Monetary value of significant 6.2 Organizational » Thorough Compliance > Status of
fines and total number of governance Law and Regulations Violations
non-monetary sanctions for 6.6 Fair operating
non-compliance with laws and practices
regulations
G4-S09 | = Percentage of new suppliers 6.6 Fair operating
that were screened using practices
criteria for impacts on society
G4-S10 | - Significant actual and potential | 6.6 Fair operating
negative impacts on society in practices
the supply chain and actions
taken
G4-S11 | = Number of grievances about 6.6 Fair operating
impacts on society filed, practices
addressed, and resolved
through formal grievance
mechanisms
SOCIAL (Product Responsibility)
G4-PR1 | - Percentage of significant 6.6.3 Anti-corruption = Realization of Higher Quality P11-16 New Five-Year
product and service categories | 6.6.6 Promoting social Products and Services Environmental Action Plan
for which health and safety responsibility in the = Preservation of Global (2011-2016)
impacts are assessed for value chain Environment > Five-Year
improvement 6.7.4 Protecting Environmental Action Plan
consumers' health and = Special Feature: New Five-Year
safety Environmental Action Plan
G4-PR2 | = Total number of incidents of 6.2 Organizational NA NA
non-compliance with governance
regulations and voluntary 6.6.3 Anti-corruption
codes concerning the health 6.6.6 Promoting social
and safety impacts of products | responsibility in the
and services during their life value chain
cycle, by type of outcomes 6.7.4 Protecting
consumers' health and
safety
G4-PR3 | » Type of product and service 6.7.6 Consumer service, | = Realization of Higher Quality P17-18 Realizing Our Corporate
information required by the support, and complaint Products and Services > System | phjlosophy > Aiming for the
organization's procedures for and dispute resolution for Making Use of Customer Realization of High Quality
product and service information Eeedback in Management Products and Services > Providing
and labeling, and percentage of ) )
significant product and service a Wide Variety of Responses to
categories subject to such Customer Feedback
information requirements
G4-PR4 | » Total number of incidents of 6.2 Organizational NA NA

non-compliance with
regulations and voluntary
codes concerning product and
service information and

governance
6.7.3 Fair marketing,
factual and unbiased
information and fair
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labeling, by type of outcomes

contractual practices

G4-PR5 Results of surveys measuring 6.7.6 Consumer service,
customer satisfaction support, and complaint
and dispute resolution
G4-PR6 | = Sale of banned or disputed 6.7 Consumer issues NA NA
products
G4-PR7 Total number of incidents of 6.2 Organizational NA NA
non-compliance with governance
regulations and voluntary 6.7.3 Fair marketing,
codes concerning marketing factual and unbiased
communications, including information and fair
advertising, promotion, and contractual practices
sponsorship, by type of
outcomes
G4-PR8 Total number of substantiated 6.3.6 Resolving NA NA
complaints regarding breaches | grievances
of customer privacy and losses | 6.7.6 Consumer service,
of customer data support, and complaint
and dispute resolution
6.7.7 Customer data
protection and privacy
G4-PR9 Monetary value of significant 6.2 Organizational NA NA

fines for non-compliance with
laws and regulations

concerning the provision and
use of products and services

governance
6.7.3 Fair marketing,
factual and unbiased
information and fair

contractual practices
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Independent Practitioner's Assurance Report

Deloitte. =—=vY.

O+ F-vY
(TRANSLATION)
Independent Practitioner’s Assurance Report
July 12,2016
Mr. Taku Oshima,
President,
NGK Insulators, Ltd.
Hiroshi Inanaga
Chief Executive Officer

Deloitte Tohmatsu Evaluation and Certification Organization Co., Ltd.
3-3-1, Marunouchi, Chiyoda-ku, Tokyo

We have undertaken a limited assurance engagement of the energy-origin COz emissions on a non-consolidated basis on page
26 and page 27, and the transport volume and basic unit per transport volume on a non-consolidated basis on page 29 ( the
“COgz information™) for the year ended March 31, 2016 included in the “NGK Report 20167 (the “Report™) of NGK Insulators,
Ltd. (the “Company”).

The Company’s Responsibility
The Company is responsible for the preparation of the CO2 information in accordance with the calculation and reporting
standard adopted by the Company (the Report page 27). COzquantification is subject to inherent uncertainty for reasons
such as incomplete scientific knowledge used to determine emissions factors and numerical data.

Our Independence and Quality Control

We have complied with the independence and other ethical requirements of the Code of Ethics for Professional Accountants
issued by the International Ethics Standards Board for Accountants, which is founded on fundamental principles of integrity,
objectivity, professional competence and due care, confidentiality and professional behavior. We apply Intemational
Standard on Quality Control 1, Quality Control for Firms that Perform Audits and Reviews of Financial Statements, and
Other Assurance and Related Services Engagements, and accordingly maintain a comprehensive system of quality control
including documented policies and procedures regarding compliance with ethical requirements, professional standards and
applicable legal and regulatory requirements.

Our Responsibility
Our responsibility is to express a limited assurance conclusion on the CO2 information based on the procedures we have
performed and the evidence we have obtained. We conducted our limited assurance engagement in accordance with the
International Standard on Assurance Engagements (“ISAE”) 3000, Assurance Engagements Other than Audits or Reviews
of Historical Financial Information, issued by the Intenational Auditing and Assurance Standards Board (“IAASB”), ISAE
3410, Assurance Engagements on Greenhouse Gas Statements, issued by the IAASB and the Practical Guideline for the
Asfvurance of Sustainability Information, issued by the Japanese Association of Assurance Organizations for Sustainability
Information.
The procedures we performed were based on our professional judgment and included inquiries, observation of processes
performed, inspection of documents, analytical procedures, evaluating the appropriateness of quantification methods and
reporting policies, and agreeing or reconciling with underlying records. These procedures also included the following:
* Evaluating whether the Company’s methods for estimates are appropriate and had been consistently applied. However,
our procedures did not include testing the data on which the estimates are based or reperforming the estimates.
*Undertaking site visits to assess the completeness of the data, data collection methods, source data and relevant
assumptions applicable to the sites.

The procedures performed in a limited assurance engagement vary in nature and timing from, and are less in extent than for,
a reasonable assurance engagement. Consequently, the level of assurance obtained in a limited assurance engagement is
substantially lower than the assurance that would have been obtained had we performed a reasonable assurance
engagement.

Limited Assurance Conclusion
Based on the procedures we have performed and the evidence we have obtained, nothing has come to our attention that
causes us to believe that the Company’s CO2 information is not prepared, in all material respects, in accordance with the
calculation and reporting standard adopted by the Company.

The above represents a translation, for convenience only, of the original Independent Practitioner’s Assurance report issued in the

Japanese language.
Member of
Deloitte Touche Tohmatsu Limited
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Third Party Opinion

The NGK Report 2016 takes on a big challenge to cover everything about the NGK
Group in a way that is easy for readers to understand. This is the fir st step toward
an integrated report, combining financial and non-financial (e.g. CSR) information.
An integrated report strongly reflects management philosophy and the actual
business performance in what information to be chosen from a wide variety of facts
and how to be reported. The NGK Report 2016 clearly shows that the Group is fully
aware of its social significance and strengths, makes them the foundations of its
management, pursues its business based on these foundations, and foresees its
sustainable growth.

Under the corporate philosophy "NGK products and technologies must create new
value and contribute to the quality of life," the NGK Group has placed the highest
priority on "environmental and social contribution through products" by leveraging its

unique and various technologies such as ceramics, one of its great strengths, in its

Mr. Koichi Ikeda new Five-Year Environmental Action Plan which started in fiscal 2016. Based on
Visiting Professor this plan, the Group will actively promote efforts to develop and spread
Ritsumeikan University Management School environmentally-friendly products. These are emphasized in the Management's

Commitment at the beginning of the report.

In the following special feature section, New Five-Year Environmental Action Plan (2016-2020) and Environmental Products,
specific details are described. The notable point is that the Group has, for the first time, set numerical targets on "development
and distribution of products contributing to environmental protection" that are directly linked to its corporate philosophy. Another
notable point is that the Group has set the shared goals in Japan and overseas on the main theme regarding reduction of
environmental impact (reducing CO2 emissions and waste) then clearly indicated consolidated management. The report
demonstrates the Group's high aspirations to practice the environmental contribution through products and environment-friendly
manufacturing at a global level; it also shows the Group's serious commitment to these goals to people within and outside the
company. This enhances our trust and expectations for the Group's environmental and social contribution as well as for the
specific results the Group brings that integrate such contribution into business growth.

Moreover, the Group also stresses that the driving force for growth is each and every employee. Based on this idea, the report
introduces various practical activities in ESG Report 2: Society, reflecting the top commitment to build a company where each
employee can fully demonstrate his/her potential and initiative. In order to accomplish its corporate mission to provide products
and services that contribute to the quality of life, the Group engages in a variety of activities, including human resource
development, a safe work environment, and an employee-friendly environment for women. The report introduces these activities
using a lively style with photos, simple charts, and real voices of people in the field; that is one of the wonderful features we can
see throughout the NGK Report 2016.

We can say that the NGK Report 2016 has set the direction and central axis toward an integrated report demanded by society. |
hope the Group continues to refine the structure of the report to gain further support and understanding from society, as well as
to review the contents so that all the information is provided equally and effectively.

Response from NGK

Thank you very much for sharing your valuable opinions.

Starting this year, we have combined financial and non-financial information as the NGK
Report in its printed version. All NGK Group staff and employees are focused on realizing
our corporate philosophy by reflecting on ourselves and constantly pursuing the essence
of "contributing to the global environment and society through work activities," while
listening with sincerity to the voices of our stakeholders in an attempt to rise to a higher
level. | would appreciate if you would read the report along with the information on our

website then give us your candid feedback.

Nobumitsu Saji
Director and Senior Vice

While we anticipate further expansion of business overseas, the global society is
President increasingly demanding international corporation to comply with laws and regulations. The
CSR Committee Chair Group will work as one to live up to the expectations and trust from global society by

continuing to recognize compliance as the lynchpin of CSR activities, while also following

international standards for decision-making and acting with sincerity.
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NGK Report 2016 Editorial Policy

Reference Guidelines

Ministry of the Environment's Environmental Reporting Guidelines (2012) and the Global Reporting Initiative's (GRI)
Sustainability Reporting Guidelines (Version 3.1 and 4.0).

Target Organization

As each example differs, data is presented individually for each article in the report.

Target Period

April 1, 2015-March 31, 2016

Report Content Based on CSR Promotion Actions

NGK clearly states eight actions for promoting CSR defined in the NGK Group Guidelines for Corporate Behavior and
establishes targets for each action every fiscal year. The CSR Report 2016 is based on these CSR promotion actions and
includes chapters partially reorganized from the perspective of socially responsible investment (SRI).
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