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Surprising Ceramics.

Editing Polic
i

create innovative products for over 100 years.
We will continue offering surprising products that provide new value to the world. About the NGK Group Vision: Road to 2050

At a time when the world is entering a period of great change, we formulated the NGK Group Vision:
Road to 2050 in April 2021 in order to become a corporate group that creates value for today’s society as
well as for the society of the future.

The NGK Group Vision envisions what the future society may look like in 2050 and establishes the
social issues that we will focus on, which are the realization of carbon neautrality (CN) and digital society
(DS). For CN and DS, we will work to expand the fields in which our products are actively utilized by
further refining the unique ceramic technologies that we have accumulated so far. To that end, we have "-
established the Five Transformations to indicate “what we must do” in the future in order to achieve
self-transformation.

Purpose and Positioning of NGK Report 2024 ¥

The NGK Group positions NGK Report 2024 as a critical communication tool. The Report provides a -
comprehensive summary of our Group’s enterprise value improvements. The objective of this Report is to -
help shareholders, investors, and our many other stakeholders gain a better understanding of our Group. .
This Report is comprised of four sections, including a section on specific efforts related to new value :
creation and a section outlining the initiatives we will undertake towards realizing the NGK Group Vision:

Road to 2050.
® Message from the President: Commitment to and Policies for Realizing our Vision £ ulionment
@ Realizing our Vision: Our Objectives and Foundation for Realizing Them Seraeici
® Improving Enterprise Value: Ensure Growth Potential, Enhance Capital Profitability,
and Upgrade Non-financial Value Guidance for
@ Sustainable Value Creation: Ensuring Management Transparency and Upgrade Collaborative

Compliance in our Business Activities Value Creation

(@) 03 Message from the President 45 Human Capital Management . . .
g 48 Upgrade Non-financial Value During the creation of the NGK Report, we referenced the Integrated Reporting Framework by the
E‘-D'- e Realizing our Vision 48  Promoting ESG Management Igte”rnatlon.al Ir\1/te;grag;d Rgportmi C'?/IL.JI’TCH (IIRfCé reoommeTnded by IF|RS Foun?:atli]n and Guidance for
5 49 Initiatives for Climate Change 0 gboratlve aue. reatlor? by t. e Ministry o conomy,. raqlg, and nglustry. urthermore, we provide
ai- 09 Philosophy and Vision 53 Biodiversity details on our ESG information via the NGK Group Sustainability Website Data 2024.
11 Challgngmg the Future t.o Realize our Vision 55 Respect for Human Rights Applicable Applicability will vary with each organization. As such, applicable organizations are indicated
13 Sustainable Growth Trajectory 57 Promotion of Sustainable Procurement Organizations in report articles and alongside the presented data.
15 NGK Group Strengths 59 Dialogue with Stakeholders .
Applicable April 1, 2023 to March 31, 2024
17 AtaGlance Period ( informati t pertaining to th t fiscal year is also included)
me Information n Inin: rrent T1i I n
19  Financial and Non-Financial Highlights © Sustainable Value Creation some Iniormation ot periaining fo fne current fcalyear|s giso nelude
21 Value Creation Process
23  Materiality 61 Message from the Chairman of the o _
Board of Directors Positioning of Corporate Media About Forward-Looking
e Improving Enterprise Value 62 Corporate Governance Importance Statements
71 Compliance Earnings forecasts and other
27 Message from our Director in Charge of 73 Risk Management Integrated Report forward-looking statements
Finance and ESG 76 Message from our Outside Directors indicated in this report are based
31 Ensure Growth Potential and 79 Directors, Audit & Supervisory Board Members, Non- _ o Financial on currently available information
Enhance Capital Profitability and Executive Officers financial ¥ FEp—— » Financial —and certain assumptions
« Corporate deemed reasonable at the time
31  New Value 1000 a shareholders .
. overnance Report of creation. However, please
37 Business Strategy by Segment © Corporate Data - Sustainability - Securities reports note that it is possible actual
38 Environment Business section of our website "Ci:nvfggqsigon section of results could differ from the
39 Digital Society Business 81 11-Year Key Financial and Non-Financial Data v statements presented in this
40 Energy & Industry Business 83 Corporate Outline/Stock Information/ Comprehensiveness report due to various factors.

41 Intellectual Property Strategy External Evaluation

43 Digital Transformation (DX)
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Message from the President

Continui
Innovate a

Take on Cha

Incorporate various perspectives, take on ch
And build trust-based relationships with stakehold:
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President

Shi gevu Ko bv«:‘f

Profile

Joined in 1983. Has served in numerous roles in the
company, including working in overseas sales and
marketing in the Energy Infrastructure Business
Division before becoming Manager of sales and
marketing department of the NAS Battery Business
Division, serving as President of an overseas
subsidiary, Manager of overseas sales and marketing
department for the Ceramic Products Business Group,
and as Group Executive of the Energy Infrastructure
Business Group. Kobayashi assumed the role of
President of the NGK Group in April 2021.

Kobayashi will lead the charge towards realizing
the NGK Group Vision based on a philosophy of
“creating a company that is a source of pride and trust
for all our stakeholders.”

I Looking back on 2023

In May 2023, COVID-19 was reclassified as a Class
5 Infectious Disease in Japan. Bullet trains were
once again operating at near full capacity as the
country seemed to see a sudden invigoration of
consumer activity. And for the first time in a while, |
was even able to see numerous employees enjoying
their meals in our employee cafeteria.

Witnessing these changes made me feel that
the sense of confinement that had enveloped all of
society had finally been lifted. Last year also left me
with a great awareness of the importance of an
open society in which people are able to move freely
and meet and converse with others.

We also saw a string of scandals involving
various corporations. This reinforced within me the
importance of building trust-based relationships
with stakeholders. In 2018, we too caused an
incident related to insulators and related products in
which we failed to conduct testing procedures in
accordance with the parameters outlined in
customer contracts. | believe this issue can largely
be attributed to our relations with employees and
other stakeholders as well as factors rooted in our
corporate culture. If the culture creates an
environment in which employees are unable to
speak freely or say “No” when something is not
possible, then it is only a matter of time before that
environment has a negative impact on the company.

Existing as a company that is trusted by
stakeholders and that serves as a source of pride. |
have renewed my commitment to ensuring we
continuously position this promise at the center of
business.

I Changes in external environment

Looking at the external environment, | feel that
society has seen continuous change due to the
tense situation happening in Ukraine since 2022.
Soaring energy costs and the resulting rise in price
hikes overseas. Furthermore, the interest rate hikes
implemented by various governments in response
to price hikes created an interest rate differential
between Japan and the rest of the world, triggering
extreme yen depreciation that caused the price
hikes in Japan to rise as well. The external
environment has seen various actions and chain

reactions. It is a forceful reminder that markets, by
their very nature, will always be subject to change.

An earthquake struck the Noto Peninsula on
New Year’s Day, 2024, and it has been predicted
that other regions will experience major
earthquakes, including the possibility of a Nankai
Trough earthquake. It goes without saying that
these natural disasters can also cause markets to
undergo major changes. It is important that we
recognize that such change is unavoidable and
examine what preparations we must make to
ensure our ability to respond flexibly to such
change.

In response to these conditions, NGK is
working to improve productivity. We are pursuing
the visualization of our engineering chain and our
supply chain, and over the past few years have
promoted DX to increase our productivity. | think
creating an environment that allows every individual
to autonomously engage in such diligent efforts will
lead to us being prepared to respond to change.

At the same time, the conditions directly
influencing our business are undergoing various
changes.

For example, the automotive industry, which
faced stagnant manufacturing due to
semiconductor shortages caused by COVID-19, is
now seeing a rapid increase in manufacturing
numbers. We also saw the rise in energy prices
trigger changes in the energy policies of various
countries and drive demand for storage batteries.
While this situation can be viewed as a business
opportunity, the semiconductor market has
remained sluggish despite expectations for
continued growth. Smartphone and PC sales have
declined dramatically due to the impact of high
prices and a drop in demand in China. This has
caused stagnation on the markets of the electronic
parts used in such devices. Similarly, data centers,
which were expected to see continuous demand
growth driven by the explosion in data, have seen
a temporary downturn. Overall, we are continuing
to see unexpected changes in markets. In
particular, markets related to digital have seen
fluctuations so drastic as to drive concerns about
the dangers of a sudden market stagnancy.

Profitability improvement that is not
influenced by market changes

One of the Five Transformations we outline in the
NGK Group Vision, Road to 2050, is profitability
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improvement. However, looking back on FY2023,
in how operating income failed to reach targets, it
was a year during which our results did not match
our goals.

Certainly, some of that can be attributed to
sluggish performance by the Digital Society
Business, which was impacted by the
aforementioned decline in smartphone and PC
demand. Also, during the first half of the previous
fiscal year, the automotive industry hadn’t yet
recovered from the decline in manufacturing
numbers caused by the semiconductor shortage.
However, those were not the only factors. While
raw material prices were high, the reality is that we
failed to sufficiently reflect those cost increases in
our sales prices. Even in times of dramatic
changes in our market environment, we must
improve profitability through continuous cost
reductions and strategic price revisions.

Moving forward, the semiconductor industry
will return to a growth trajectory, with market scope
expected to nearly double in size to one trillion
dollars by 2030. Ahead of such rapid growth, we
must focus on developing new products in the
digital sector and be prepared to launch those
products to market. The transition to electrified

vehicles is also not progressing as originally
assumed due to issues such as insufficient
charging infrastructure and the high cost of
batteries. However, sales of hybrid vehicles have
grown significantly and progress is advancing in
fields such as autonomous driving. This suggests
that digital demand in automotive industries could
see further growth in the future.

From 2030 onward, we expect to see the
acceleration of initiatives related to creating social
frameworks for reducing greenhouse gases as the
world moving to realize carbon neutrality. While it
remains unclear what will take center stage as an
alternative energy to fossil fuels, what is clear is
that we must collaborate with partners in various
sectors to advance preparations and ensure our
ability to respond, regardless of which energy
systems are adopted by society.

I NV1000 results and future outlook

While we did fall short in some areas, we also had
some major successes in FY2023. Aiming for 2030
sales of 20 billion yen by 2030, we decided to

Collaborate with various businesses to

accelerate product development for

a digital society and carbon neutrality.
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Aiming for new product net sales of 100 billion yen

in 2030. We will steadily advance initiatives towards

achieving New Value 1000.

expand production capacity for AMB substrates
for power semiconductor modules by 250 percent
and we launched an organic compound crystal
search service based on proprietary infrared
technology. We also made steady progress
towards New Value 1000 (NV1000), our plan to
achieve net sales of 100 billion yen from new
products by 2030. Another success was many
employees came to embrace a greater awareness
of NV1000. This has been a transformation from
waiting around for someone to launch a new
business to taking the initiative towards beginning
something new. | feel that | am seeing more
employees taking a vested interest in pursuing
company growth.

In the past, there was an aspect of our culture
in which, once R&D decided on a development
theme and activities got underway, there was no
stopping that process even when concerns were
raised about a lack of sales potential. To address
this, when we launched NV1000, we also
established NV Gate Promotion Meetings, which
serves as an opportunity for discussion midway
during the process of proposal through
commercialization. This serves as a framework that
promotes thorough dialogue to help find the
missing link between R&D and commercialization
and deliberate on how to address issues.

This new framework not only allows us to
better select development themes at an early
stage, but also creates an environment for helping
people embrace the reality that not all initiatives
end in success. As | mentioned earlier, | believe
people are able to more freely take the approach
of, “Well, I might fail, but it’s still worth trying.”

New products we are currently developing
towards realizing carbon neutrality include direct
air capture (DAC) ceramics which absorb and
recover carbon dioxide from the atmosphere, and
sub-nano ceramic membranes, which separate
specific gases and liquids from mixed gases and
liquids at the molecular level. These types of
products are successes achieved by taking on

challenges. Also, our organic compound crystal
search service and NR-Power Lab Co., Ltd., a
power operator founded jointly with Ricoh
Company, Ltd., were major gains for the NGK
Group and represent our expansion into
businesses focused on providing services beyond
manufacturing.

To further promote the development and
commercialization of products related to the digital
society, we also started work on the construction
of a new R&D building. From this new co-creation
center, NGK will more concretely disseminate
information about our history, current initiatives,
group vision, technology, and strengths to our
customers and partner businesses. This new
center will also promote new creation by serving as
a place of interaction between internal and external
personnel and where we can better listen to the
concerns of our customers.

NV1000: For details, see

The key to growth is utilizing
intangible assets

We position intellectual property strategy as one of
the keys to future growth. Thus far, our focus has
been on a defensive strategy through which
development and business departments
collaborate to apply for patents and obtain rights
for developed technology, and to conduct
investigations to ensure that we are not infringing
on competitor patents. Of course, this importance
of this strategy remains unchanged. However, in
addition to this defensive strategy, | also want to
develop an aggressive intellectual property strategy
that will lead to new business creation.

Specifically, we will use IP Landscape, which
analyzes intellectual property information, to
analyze global trends in new technology and
industries. We will also work with partner
companies to develop strategies related to how we

NGK REPORT 2024
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can use our technology and patents to meet
customer needs and identify what patents we need
to turn that strategy into a business. | want to
create a system that enables the integrated
promotion of business, development, and
intellectual property strategies.

The reason we reorganized our former
Intellectual Property Department and created the
new | P Strategy Department was to create clarity
in this area. Using this department as a base, we
will proactively foster an intellectual property
mindset, review and strengthen our activity
structure, and improve our intellectual property
capabilities.

DX strategy also remains an important element.
At manufacturing sites, awareness regarding digital
technology has already changed significantly, and
the use of data and digital technology has
progressed steadily. At the same time, there are
areas in the head office and back-office
departments where digital adoption has not
progressed sufficiently.

We outlined a DX Promotion Roadmap in the
NGK Group Digital Vision. Stage 1, Building a
foundation for digital utilization, was completed in
2023. We launched Stage 2, Establishing a
promotion system and accumulating results, in
2024. We plan to enhance our use of digital
technology in all areas, including data-backed
decision-making in management and operational
efficiency at the head office and back-office
departments.

It goes without saying that it is our human
capital who supports these changes. Outlined in
Our Values is the concept of “Quality of People |
Embrace challenges and teamwork”. ESG as a
foundation of our management and one of the Five
Transformations we are pursuing, we identify the
recruitment and cultivation of human resources as
critical to achieving our vision, what we want to be
in 2050. In FY2023, we further solidified this stance
by formulating the NGK Group Human Capital
Management Policy. Based on this policy, we
exchanged opinions with domestic Group
companies. In the future, we plan to share this
information with overseas Group companies.

The world today is one in which new
businesses and products must be created quickly.
This makes it critical that we create an environment
in which diverse people with new perspectives,
values, experience, and skills can thrive and
flourish. Currently, 60 percent of Group employees
have roots outside of Japan. We use that trait as
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an opportunity to receive feedback based on
diverse perspectives as we work to achieve a truly
global awareness.

We will also focus on creating opportunities for
women. In March 2024, we were selected as a
Next Nadeshiko Company that Supports Dual-
career and Co-parenting, a list of companies jointly
selected by the Ministry of Economy, Trade, and
Industry (METI) and the Tokyo Stock Exchange
(TSE). | believe this is recognition of our efforts thus
far. Moving forward, we will further focus on
creating a system that allows employees to play an
active role in positions close to management,
regardless of gender.

Furthermore, | also want to expand mid-career
hiring of people with experience in a variety of
fields to incorporate new perspectives.

Utilization of intangible assets: For details, see

Existing as a company that is
trusted by society

| believe that a company’s existence is meaningless
unless it contributes to resolving social issues. At
the NGK Group, our purpose is to contribute to
society by using ceramic technologies to resolve
social issues. Across generations and in the face
of a changing environment, we must never stray
from this guiding principle.

My greatest dream is to use ceramic
technologies to contribute to reducing greenhouse
gases. At the same time, reducing greenhouse
gases is a major medium-term issue for our
Company, and our greatest mission. Ceramics can
certainly lead to resolving the social issues that in
turn help prevent global warming. | hope to fulfill
this mission by collaborating with other companies
towards accomplishing what we cannot achieve
on our own.

Fortunately, we have massive amounts of
experimental data that we have accumulated over
the 100 years since our founding. Furthermore,
thanks to advances in technologies such as Ml
(materials informatics), it is possible to use Al to
significantly improve efficiency in areas that
previously relied on human intuition and
experience. | am confident that we have the power
to create more products that can contribute to
society if we listen carefully to customer feedback.

We will link greenhouse gas reduction and

other contributions towards resolving various

social issues to improvements in enterprise value.

I No growth without challenge

| believe that the most important critical mission of
a company is to be trusted by its stakeholders. |
view enterprise value as an expression of how
much a company is contributing to the world.

Of course, financial value such as stock price
and PBR (price/book value ratio) are very
important. In particular, meeting shareholder
expectations and increasing stock prices requires
more than simply improving business performance;
NGK must also have the ability to create new
products and services. We must also be able to
raise the expectations of shareholders and
investors by disclosing and disseminating
information related to this process of creation.

To that end, what | want to promote is the
concept of challenge. While the NGK Group has a
serious corporate culture and is skilled at carrying
out clearly defined tasks, we lack the spirit of
challenge; the approach of “Well, | might fail, but
it’s still worth trying.”

However, growth cannot come without
challenges. Fear of risks and failing to take on
challenges, can itself become the biggest risk to
the NGK Group.

If we fail, then we can try again and again. The
accumulation of failures becomes the experience
that leads to the next success. We must foster a
culture that encourages people to take on
challenges when there is no guarantee of success
and a culture that supports those challenges.

This is not something we can do alone by
isolating ourselves. It is important that we interact
with others both inside and outside NGK. This
includes interaction between the technology and
sales departments as well as collaborations with
external partner companies. | am confident that
new discoveries are inspired by ideas, vitality, and
power that differ from your own.

To achieve our ultimate goal of becoming a
company trusted by all stakeholders. The NGK
Group will continue to move forward and pursue
constant innovation and challenges.

NGK REPORT 2024
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Realizing our Vision

Philosophy and Vision

We formulated the NGK Group Vision
to serve as a milestone on our way to realizing
the NGK Group Philosophy.

Since its founding, the NGK Group has carried on the spirit “NGK products and technologies must create
new value and contribute to the quality of life” as expressed by the NGK Group Philosophy.

In 2019, which marked the 100th anniversary of our Company, we revised how our philosophy was
organized and established the NGK Group Philosophy.

NGK Group Philosophy

Our Mission

Enriching Human Life
by Adding New Value to Society.

Our Values

Quality of
People Embrace challenges and teamwork.

Quality of
Product Exceed expectations.

Quality of
Management Social trust is our foundation.

Visit the “About NGK” section of our website to read the NGK Group Philosophy.
https://www.ngk-insulators.com/en/info/philosophy/

NGK REPORT 2024
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The NGK Group Vision: Road to 2050 clarifies our ideal vision, which is the company that
we want to be in 2050, and outlines what we must do to achieve this vision

in order to realize our mission of “Enriching Human Life by Adding New Value

to Society” as expressed in the NGK Group Philosophy.

NGK Group Vision:

Road to 2050

What we want to be

A company to contribute to
carbon neutrality and digital
society with our unique ceramic
technologies

What we must do

Convert our business structure
through 5 Transformations

NGK Group Corporate Business Principles
NGK Group Code of Conduct

@ @W®) @)@

Firm compliance with NGK Group
Basic Guidelines for Compliance Activities




Realizing our Vision

Challenging the Future to Realize our Vision

Through Five Transformations, we are taking on

the challenge of transforming our business structure
to maintain our position as a company that continues
to be valued by society in the future.

Capturing CO2
from the air

Contributing through technology

for using honeycomb structures
to absorb and capture CO2

Local production and
consumption of electricity
Support renewable electricity
generation with large-capacity
batteries rooted in ceramic
technologies

Gas separation
at the molecular level
Contributing through
technology for separating CO-
from factory and power plant
exhaust gases

(G

Digital Society

Next-generation power
semiconductors

GaN wafers achieving high output,
efficiency, and reliability in optical
devices, high-frequency devices,

and power devices

Next-generation
communications systems

A SAW filter is made using bonded
wafers that are resistant to thermal
expansion. These products contribute
to the creation of advanced
communications
devices

Enhanced performance for
semiconductor manufacturing

equipment

An unseen yet core component
of semiconductor

Envisioned Society of 2050

For the envisioned society of 2050, it is assumed that
actions to protect the global environment will be widely
accepted along with the concept that companies should
act in an ethical and just manner, and that renewable
energy will be the key source of electricity and other
forms of energy. With the advancement of Al, people’s
life as well as industries that support society will
experience an innovative level of efficiency with people
and things connected more seamlessly than they are
today. Envisioning this type of society in 2050, we
thoroughly discussed business areas that would provide
the biggest opportunities for the NGK Group. As a
result, we decided that we will contribute to the two
areas of carbon neutrality (CN) and digital society (DS).
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manufacturing
equipment

Value Creation in 2050

In order to realize carbon neutrality (CN), a state in
which the natural environment and humans can coexist,
and a digital society (DS), in which people can live
safely, conveniently, comfortably, and healthily, we will
further refine our unique ceramic technologies that we
have accumulated for over more than 100 years and
contribute to solving social issues in the future by
providing technologies that were difficult to provide in
the past from a technical standpoint. The NGK Group
already possesses several promising new products. We
will create new products and services in the future to
provide new value.

5 Transformations

In order to respond to rapid changes in
the business environment, the NGK
Group is moving toward self-
transformation by creating value through
its own ideas and technologies as well
as taking on the challenge of co-creating
value through collaboration with other
companies in CN/DS-related fields.

In order to realize our vision, what
we want to be in 2050, what we must

ESG as a foundation of
management

NGK Group Environmental Vision:
Contributing to achievement of CN
through products and services
Realizing net zero CO. emissions in our
own activities by 2050

e Solutions to social issues
through businesses
Recruitment and cultivation

of human resources ESG Profitability

@ Gradual reform of Management Improvement

governance
Development of
a culture of openness

Increase of earning power,
creating a cycle for growth

© ROIC**/Analysis and
improvement of profitability in
each business

© Strengthening entire process

chain

Reinforcement of

do is to transform our business structure
through the Five Transformations. We
will make ESG the core of our
management, enhance our earning
power, create a cycle for growth, and
promote R&D as well as product
development. We will also promote
digital transformation—the propulsion
for the whole transformation. Through
these efforts, we will take on the
challenge of creating new value in CN/

next 10 years

Achievement of
‘New Value 1000’

© Attain more than 100 billion yen of
sales in newly launched businesses*' in 2030
® Investment of 300 billion yen in R&D over the

Concentration in the CN and DS areas (80%)

societal implementation

Research & Commer-
of our products

Development

cialization

© Improvement of cross
divisional marketing

Digital capabilities

Ti f ti ® Expansion of collaboration

ransiormation with outside partners

(D)()’*2 ® Expanding solution

business

Propulsion for the whole
transformation

© Digitization of all processes in the company
© Training of IT liaisons in each division

*1 Businesses just launched and to be newly launched in the future
*2 DX: Digital Transformation

Transform business models and corporate structure with digital technology

DS-related fields.

*3 NGK ROIC (see page 28)

Undertaking the Challenge of Transforming Our Business Structure

With EVs and other developments, the automotive industry is facing a once-in-a-century
paradigm shift. As a Group with roughly 60 percent of our net sales attributable to products for
internal combustion engines such as HONEYCERAM® catalytic converters for automotive
emissions control, diesel particulate filters (DPF), the global EV shift represents a major crisis for
us. Despite expectations for growth in products for semiconductor manufacturing equipment,
our sustainable growth is contingent on our ability to foster businesses related to carbon
neutrality (CN) and digital society (DS) that will serve as new pillars of growth. Positioning this
initiative as our third founding, we are transforming our business structure and setting growth in

the ratio of CN/DS-related sales as a milestone for success.

Business Structure Transformation Scenario

We will promote business structure transformation
to increase the ratio of CN/DS-related sales to 50%
by 2030 and 80% by 2050.

Sales (not for internal
combustion engines) -

4
30% 1
L 2

2016 2021 2025

Demand for internal
combustion engine
remained scenario

. O Zero scenario

. ot LConducted a
quantitative examination
of the financial impacts
. - 4 of risks (decline in
demand for products for
internal combustion
engines)

Conducted a
quantitative
examination of the
financial impacts of
some carbon
neutrality-related
opportunities

For digital society

For carbon neutrali

i T

2030 2040 2050 (Year)
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Realizing our Vision

Sustainable Growth Trajectory

Transform business into a structure for Uniformity Business diversification
SUStaI nable growth by COnt| n UOUSIy Cl’eatl ng prOd UCtS The Key e Aim to provide high-quality products and Focused on ceramic technologies,

earn the trust of customers around the achieve the diversification of business

to the Growth

1 1 1 1 global by achieving globally uniform by developing products that help
that contribute to resolving social issues. product qualty resolve social ssues.

1919 to 1960s 1970 to 1990s 2000 to 2010s 2020 and into the future

Modernization of Japan, Popularization of automobiles, Advanced information society, Advancement towards sustainable society

- Japan’s advanced economic growth environmental issues, information society global environmental issues @ Carbon neutrality promoting harmony between the natural environment and
Social issues @ Social infrastructure development @ Global advancement of motorization ® Progress towards mobile network society people

® Expansion of light industries, heavy chemical ® Air pollution problems and global warming ® Strengthening of global warming prevention measures @ Digital society enabling people to live safe, convenient, pleasant, and healthy

industry ® Development of the electronics industry ® Promotion of a resource recycling society lives

Respond to growing electricity demand to RS 0 through

contribute to lifestyles and industry Deve!op gnd dlssemmate products . semlgonductors and rgnewable energy to Respond to expectations as a global company and
cevelemET contributing to environmental protection contribute to the creation of challenge ourselves to resolving new social issues
@ more pleasant lifestyles
HONEYCERAM® R i ; -0.049
1 9 1 9 The starting point of NGK 1976 catalytic converters for 2003 NAS® batteries (D;rect Air Capture (DAC) GH(CCR0 0%
automotive emissions control C N eramics - /
Uses technology for directly capturing - @@
— COz in the air to contribute to CO2 -» @% i
Work not for company ™ Low-lovel rad Carbon reductions. Strength lies in having the %mmlllu‘llll
. - -1 ow-level radioactive waste . . . Neutrality optimal combination of a honeycomb |
profit, _but for benefit v 1978 | iment equipment 2012 Gasoline particulate filters Citre and GO, sbaorbing matarias < S, e ai
to society

Products that
contribute to

The hi f the NGK ith
e history of the NGK Group began with a AMB and DCB substrates

decision by our first president, Kazuchika 1989 Di ; .
; : o ) Diesel particulate filters 2014 Bonded wafers
resolving Okura. Using a US-made insulator as a hint, D S ;or power rr;odtules ’
. . . ower semiconductor mounting

social issues Olkura deyelopgd insulators capable of substrates that control electricity
withstanding high voltages to respond to Digital conversion in motor controller and other
increasing electricity demand being driven by NOx sensors for ) Sogiety devices. Demand for applications in
social and industrial development. 1996 iomotive emissions 2015 Micro-actuators for HDDs vehicle electronics increasing with global

advancements in EV.

Ceramics for semiconductor

1996 2018 Gallium nitride wafers FGAN® Oth er Organic compound crystal

search service business
The world’s first organic compound

For crystal search service that uses infrared
pharmaceutical [RGY at a specific wavelength. Contributes
to more efficient pharmaceutical

Acid-resistant machinery for
1931 v

the chemical industry manufacturing equipment

Lithium-ion rechargeable Concent- " Tempe-

i i t
1958 Berylium copper 2019 battery “EnerCera®” development development. = e
EnomER: Bushsss Performance from each business nearly equal
M Digital Society Business
M Energy & Industry Business
I Materials Business Business diversification 20%
Business transferred to .
another company in 2003 2% 140 Consolidated
Transforming Environmental Equipment ‘ e Consolidated Net Sales
. Business 8% Net Sales
our business Established a merged . Net Sales 331.9 578.9
structure company, METAWATER Net Sales 121.2 23% S 17% billion yen
CO., Ltd. with Fuiji Electric . illion yen
Co., Ltd. in 2008. 70.4 189 Dbillion yen 610
billion yen %
90%
FY1960 FY1980 FY2000 FY2023
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Realizing our Vision

NGK Group Strengths

Using the sources of our strength,
we will further polish our proprietary ceramic technologies
to create new value while ensuring growth potential.

»
o
c
=
(@]
(]
(7))
©]
=%
o
=
=
2]
—
=
®
>
«Q
—+
>

A corporate spirit
rooted in a commitment to
serving society

Kazuchika Okura, the founding president of the
NGK Group, said, “We do this to serve our
country, and not for our own profit and provide
Japan with its own, domestically manufactured
insulators.” That intention, which led to the
decision to start domestic production of insulators,
is still alive and well today in the NGK Group
Philosophy of “Enriching Human Life by Adding
New Value to Society.” This corporate spirit has
led to the birth of many products in the world.

Over 100 years of accumulated
@ materials technologies and
production technologies

Since our founding, we have accumulated a variety
of technologies with the stance of thoroughly
bringing out the potential of a single technology.
That has led to the creation of our unique ceramic
technologies (indicates technologies that combine
the core technologies such as materials
technologies, Production/Process Technologies,
and Analytical/Evaluative Technologies, like puzzle
pieces to create products).

Co-creation with customers,
suppliers, and research
institutes

Through collaborative creation with customers,
suppliers, and research institutes, we are creating
a variety of new values, including the value created
by solving problems together with customers, the
value of realizing the quality improvement and
stable supply of products, and the value that leads
to innovation such as the development of new
technologies and products.

Human resources
dedicated to taking on
challenges with persistence

Human resources who are committed to taking on
challenges many times without giving up, are
particular about customer needs, are particular
about products that only the NGK Group can
produce, and are particular about differentiating
technologies. These dedicated human resources
are shaping the future of the NGK Group.

NGK REPORT 2024
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Materials Technologies

These technologies are used to create ceramics
with dramatically superior properties by
manipulating materials in a transformational
manner based on a thorough understanding of
the mechanical, thermal, electrical, and
chemical properties of ceramics.

Production/Process Technologies

Many innovative and highly competitive products
are made using manufacturing equipment
developed by the NGK Group. These
technologies are used to create a variety of
products by combining molding technologies,
such as casting, extrusion molding, and tape
casting, as well as firing and processing
technologies.

Analytical/Evaluative Technologies

These technologies are used to produce
high-quality products through the use of
advanced computer simulation technology that
enables shorter development lead times and
inspection technology that does not overlook
even the slightest defects.

Combining different
technologies like

l ‘ the pieces of a puzzle

Analytical/
Evaluative
Technologies

Materials
Technologies

Unique Core
Technologies

Production/Process
Technologies

k

»

3

Technologies

%

&Q‘&‘

x %

Unigue ceramic technologies describes
technologies that combine the core technologies
unique to the NGK Group, such as Materials
Technologies, Production/Process Technologies,
and Analytical/Evaluative Technologies, like puzzle
pieces to create products. Our unique core
technologies have been accumulated since we
started producing insulators more than 100 years
ago. By combining these various technologies,
we have created new products that have never
existed in the world, diversified our businesses,
and contributed to the resolution of different social
issues. Our biggest competitive advantage is our
ceramic technologies unique to the NGK Group
which no other company can match.
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Strengthening
New Value Creation

The Key to Our Future Growth

issues.

By applying the sources of our strength, our
Group has continuously polished our proprietary
ceramic technologies to establish a competitive
advantage that cannot be mimicked by our
competitors. We will continue enhancing the
sources of our strength and link those efforts to
sustainable growth by providing new products
and services that contribute to resolving social

Sources of

our strength

&

A corporate spirit
rooted in a
commitment to
serving society

Over 100 years of
accumulated
materials
technologies and
production
technologies

©

Co-creation with
customers,
suppliers, and
research
institutes

®

Human resources
dedicated to
taking on
challenges with
persistence

Pages related to the sources of
our strength

® NGK Group Philosophy

® NGK Group Vision

Without changing the fundamentals of
our basic philosophy, we will update
the company to shift our trajectory
towards meeting modern society’s
demand for making contributions to

CN and DS

® Promoting IP Strategy and DX
Utilize accumulated knowledge more
effectively and efficiently, including
building barriers to entry, input for
strategy formulation, and using

data to speed up commercialization

©® NV1000 and Collaborations with
Business Partners

Strengthen market-oriented

perspective and collaborate with

business partners to accelerate the

creation of new businesses that better

leverage proprietary ceramic

technologies CERED

® Human Capital Strategy

Promote human capital strategy that
is aligned with management strategy,
not only engineering personnel, but
also personnel capable of bringing

technology to market

NGK REPORT 2024
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Realizing our Vision

At a Glance

At a Glance

Total Net Sales

578.9

billion yen

Sales by Sales by
Region Business Segment
M Japan Environment Business
W Europe M Digital Society Business
M North America M Energy & Industry Business
Asia
Other

Breakdown of Employees by
Operating Income by Region
Business Segment

0.4% T

Total Operating Income

Offering industrial equipment and devices that contribute
to manufacturing process innovation and productivity
increases. Some of our products include ceramic
substrates for automotive catalytic converters for
emissions control, filter products for eliminating particulate
matter (PM) (diesel particulate filters (DPFs), gasoline
particular filters (GPFs)), and NOx sensors for measuring
nitric oxide (NOXx) in automobile emissions. We are
focused on the development of next-generation products
and technology for markets related to carbon neutrality,
which are expected to expand globally.

Materials technology, product development, mass
production technology, and the experience and
capabilities to commercialize these technologies

Ability to flexibly respond to the laws and regulations,
regional characteristics, and demand trends of various
nations, proposal capabilities for automotive companies
Long-term relationships and networks with a broad
range of industries

Ability to propose value and solutions, including
engineering

Automobile manufacturers
Electronic component

Automotive markets
Domains related to

industrial equipment manufacturers
Pharmaceutical manufacturers
Chemical product and steel
manufacturers

Digital Society Business

We manufacture and sell products including ceramics for
semiconductor manufacturing equipment. These products
contribute to increased productivity in manufacturing
processes, piezoelectric micro actuators required for the
precision positioning of magnetic heads used to read and
write data, and beryllium copper products that enable
increased reliability and size reductions for electronic
devices.

Strengths

@ Using proprietary material technology and manufacturing
processes to engage in domains in which our
competitors struggle to pursue

® Communicating closely with customers to develop
high-added-value products

Vajor markets

® Semiconductor markets ® Semiconductor manufacturing
® Electronic parts markets equipment manufacturers
©® HDD manufacturers
® Communications device
manufacturers

Energy & Industry Business

In addition to the insulators and wiring devices that are
essential to stable power provision, we offer services and
systems that combine NAS® battery systems, megawatt-
level, high-capacity storage batteries, with renewable
energy. We will response to transformations in power
infrastructure as we work to achieve a carbon neutral
society.

Strengths

® Proposal capabilities based on years of infrastructure
business knowledge

® Solution provision capabilities incorporating NAS
batteries

©® Manufacturing technology capabilities for unique,
high-quality ceramics

Vajor markets

©® Power-related industries ©® Power companies
® Engineering companies

Usage examples for ceramics used in semiconductor .
manufacturing equipment Usage examples for NAS batteries

66.4 billion yen

Environment Business

64.6 billion yen Total Number

of Employees

19,540

Digital Society Business
2.3 billion yen

Energy & Industry

Business
(0.5) billion yen M Japan
W Europe
M North America
Asia
Other

Global Expansion

Business network

1 9 countries

(Figures as of March 31, 2024)

Group companies

36 companies

(of which, 18 are manufacturing
companies)

*From FY2024, we changed the reporting segment for the Industrial Process
Business from Energy & Industry Business to Environment Business. Net sales
and operating income are based on revised reporting segments.

NGK REPORT 2024

Water purification systems

Membrane

separating

systems ‘F

S

*1 Large-size HONEYCERAM® *2 Diesel particulate filter
Ceramics for purifying automobile Membrane separating systems
emissions control Offering a wide selection of products,
DPFs and GPFs are installed between the from ceramic membrane filters for
engine and the muffler to achieve next-level precision filtration to high-performance
PM capture while minimizing low pressure membranes suitable for COz gas
loss. Through materials and molding separation and filters for high-

technology cultivated over numerous years, temperature gas dust collection. We
we achieve durability and performance
suited for various usage environments.
Our NOx sensors are equipped with an

element that comprises a zirconia oxygen food domain, medical water

pump function. These sensors are installed manufacturing equipment, electronic
in the front and back of the selective materials, chemicals, semiconductor
catalytic reduction (SCR) devices of diesel manufacturing processes, and even

vehicles to contribute to reducing NOx waste drainage treatment.
emissions by detecting NOx concentrations

in real time.

are involved in the engineering of both
ceramic and organic membranes. Our
products are used in the beverage and

Semiconductor

manufacturing Reactive |
processes |

| Chemical reactions |

Vacuum

93s€S 5ing heat and plasma| PUMPS

\
\=

Wafers

Wafers

age examples of beryllium copper products

High-pressure harness connectors

Various relays

Micromotors

Ceramics for semiconductor
manufacturing equipment

A stage for uniformly controlling the
temperature of silicon wafers in the
membrane forming process in
semiconductor manufacturing. This
stage uses a proprietary structure
comprising a shaft joined to the bottom
of the heating element stage on which
the wafer is placed. This structure works
to protect terminals and conductors
from high-temperature plasma and
corrosive gases.

[ 5
i | Ceramic heaters

are used in
these applications

Charging connectors

Door lamps and other switches

Beryllium copper products

Features the superior electrical and heat
conductivity of copper combined with
high strength and durability. These
products are used in a wide range of
fields as materials for conductive springs
and contact points, including in
automobiles, home appliances, and
communications infrastructure. Amid the
growing need for charging connectors in
EV markets, expectations are growing
that these products will provide the
contact reliability that is critical to
performance improvements.

Electric energy systems for renewable energy

NAS batteries

The world’s first successful
commercialization of a megawatt-level
electricity storage system. These
batteries are unique for being able to
provide high-voltage electricity over long
periods of time. These systems are used
for afternoon peak shaving of electricity
charged during the night and as
emergency power supplies. NAS
batteries are also increasingly being
adopted for the output stabilization of
wind and solar power generation

systems, which contributes to the
dissemination of renewable energy and
the construction of smart grids
(next-generation electricity distribution
networks). We will also provide
compatibility for new energy solutions
such as demand response, which
promotes the effective utilization of
stored electricity, and virtual power
plants (VPP), which contribute to stable
operations for renewable energy.

NGK REPORT 2024
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Realizing our Vision

Financial and Non-Financial Highlights

Financial Highlights

Net Sales
578.9 billion yen

(Billions of yen)
600.0 — 559.2 578.9

510.4
500.0 —

442.0 452.0
400.0 —
300.0 —
200.0 —

100.0 —

20/3 21/3 22/3 23/3 24/3

Net Income Attributable to Return on Equity
Owners of the Parent (ROE)

40.6 billion yen 6.1 %

Operating Income Operating Income Margin

66.4 billion yen 1 1 .5%

(Billions of yen) M Operating income  -@-Operating income margin
100.0 —
83.5
80.0 —
66.8 66.4
60.0 —
55.0 50.8
40.0 — 16.4 — 20
12.4 11.9
11.2
20.0 — — 10
0
20/3 21/3 22/3 23/3 24/3
NGK ROIC

(return on invested capital)

9.8

Total Assets

Net Assets

1,1 27-6 billion yen 703.2 billion yen 0.4

D/E Ratio

Capital Expenditures Depreciation and Amortization

(Billions of yen) M Total assets [l Net assets -@-D/E Ratio
1,200.0 — 1,127.6
1,029.2
1.000.0 — 982.8
R 909.0
833.1
800.0 —
642.4
589.6
600.0 — 517.9
469.1
400.0 — — 1.0
0 09 0.4 0.4
200.0 — —_— — 05
20/3 21/3 22/3 23/3 24/3

Dividend per Share

Payout Ratio

50 yen

37.4

47.3 billion yen 56.8 billion yen

(Billions of yen) M Capital expenditures [l Depreciation and amortization
100.0 — 940
80.0 —
60.0 — 53.7 56.8
50.8 .
506 ae 23 4z 473
400 — : 38.1
20.0 —
20/3 21/3 22/3 23/3 24/3
Net Cash Provided Net Cash Used in
by Operating Activities Investing Activities Free Cash Flow

99.2 billion yen (68.6) billion yen 30.6 billion yen

(Billions of yen) [l Net Income attributable to  -@-Return on equity (%) (Yen) M Dividend per share  -@- Payout ratio (Bilions of yen) [l Net cash provided M Net cash used in  -@-Free cash flow
owners of the parent (ROE) by operating activities investing activities
80.0 — 20 — 70 — 66 120.0 —
70.9 63 94.8 97.9 99.2
60 — 85.6
80.0 —
60.0 — 55.0 15 — 13.3 50 50
. 50 — 53.2 48.5 45.9
_ 33.9 -1
406 98 \0 1 08 40 — y 400 =
40.0 — 385 — 20 10 — 8.6 ® 59.0 5
—_— 30
271 12.9 30 — — 60 0 =
. 37.2 -7.
9.0 _ _
200~ g 7.9/ ~ 10 5_ 20 \24_7 278 - 40
8 B -40.0 —
10 — — 20 -46.3
608 -51.7 - -52.0
0 0 -80.0 — ) -68.6
20/3 21/3 22/3 23/3 24/3 20/3 21/3 22/3 23/3 24/3 20/3 21/3 22/3 23/3 24/3 20/3 21/3 22/3 23/3 24/3
GHG Emissions . o o Sales Rate for Products and Services Contributing to
(Scope 1+2: Energy-origin CO2, all NGK Group production sites) Waste Generated (all NGK Group production sites) Environmental Protection (NGK Group) Rate of Female Key Personnel (Managers) (NGK)
560,000 metric tons 48,000 metric tons 64% 3_7%
(10,000 metric tons) (10,000 metric tons) [l Waste generated -@- Per unit sales (%) (%)
100 — 6 — 100 — 5—
87 5.5 5.4
80 — 76 5- 46 4.7 80 — 4— 5a 3.8 3.7
62 4— frons/ 59 57 59 59 6.4 29 30— —
60 — 56 56 100 million yen) 60 — [ — 3 — - S
3 - 12.5 — 15
40 — 103 R 40 — 2-
, —~ \8.4 by 10
20 — 1— _s 20 — 1 —
0
20/3 21/3 22/3 23/3 24/3 20/3 21/3 22/3 23/3 24/3 20/3 21/3 22/3 23/3 24/3 20/3 21/3 22/3 23/3 24/3

Note: Excludes non-production sites
Includes offsets from carbon neutral LNG use from FY2021 onward

NGK REPORT 2024

Note: Excludes non-production sites
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Realizing our Vision

Value Creation Process

NGK Group Philosophy

Enriching Human Life

by Adding New Value
to Society.

Our Values

Quality of People Embrace challenges and
teamwork.

Quality of Product Exceed expectations.
Quality of Management Social trust is our foundation.

External environment and social issues

Megatrends facing the NGK Group

External
environment ® Respect for human rights ® Conservation of biodiversity @ Making mobility clean and safe
and ® Increasing climate change risks ~ ® Achieving a circular economy ® Making clean energy highly efficient
megatrends ® |ncreasing geopolitical risks ® Promoting diversity ® Making a smart society more pleasant

INPUT

Financial capital

Sound financial position
® Equity ratio: 61.7%

@ Total assets: 1,127.6 billion yen
® Operating income margin: 11.5%
® Free cash flow: 30.6 billion yen

Intellectual/manufactured capital

Accumulated technologies and
manufacturing know-how

® Huge amount of technical data for
about 100 years
® R&D expenses: 300 billion yen by 2030
® Number of patents held:
Japan 3,536 Overseas 4,780
® Capital investment: 47.3 billion yen

Human capital

Group human resources
across the globe

@ Number of employees linked by
our Group philosophy: 19,540
® Overseas employee ratio: 60%

Social/relationship capital

Close relationships with
customers and suppliers

® Wide range of customer industries
® Communication with shareholders and investors
® \enture capital investments

Natural capital

Nature-friendly manufacturing

® Making manufacturing sites innovative

PROCESS

Competitive advantage

Our greatest strength is
our unique ceramic
technologies that cannot
be imitated by our
competitors

What we must do:
Management materiality

5 Transformations
to realize our vision

Sources of our strength
ESG Management

A corporate spirit rooted
in a commitment to
serving society

Profitability Improvement

Over 100 years of accumulated
material technologies and

roduction technologies
P El Research & Development

Co-creation with customers,
suppliers, and research

institutes Commercialization

Human resources
dedicated to
taking on challenges

— GEEDD

Digital Transformation (DX)

— GBD

® Energy consumption: 2.39TWh

® Water consumption: 4.22 million m*

® Raw materials: 140,000 metric tons

® Chemical substance emissions: 92 metric tons
® Renewable energy usage rate: 27%

® Recycling rate: 99.5%

(Fiscal year ended March 2024 or as of March 31, 2024)

21 NGK REPORT 2024

Materiality
@ |nitiatives for climate change ® Contribution to digital social
® Promotion of resource recycling infrastructure
® Prevention of environmental ® Enhancing value of human
pollution resource
® Conservation and restoration of ~ ® Respecting human rights
biodiversity ® Promotion of sustainable procurement
® Pursuit of quality and
product safety > P.23-26
Governance
® Corporate governance ® Compliance

® Risk management ® |nformation security

—> P.62-80

NGK Group Vision: Road to 2050 — @D

What we want to be: A company to contribute to carbon neutrality and
digital society with our unique ceramic technologies
What we must do: Convert our business structure through Five Transformations
FY2050 Target: 80% of sales from CN and DS products

FY2030 Targets: Net sales from newly launched businesses 1 00 billion yen
— @&
CN/DS sales ratio: 50% @ED

OUTPUT OUTCOME

FY2023 results Value provided by
Net sales Operating income ROE NGK ROIC the NGK GrouP
578.9 66.4 6.1 9.8%

billion yen billion yen .
Economic value

Products expected to contribute to New Value 1000 @ ROE of 10% or higher

[} © i
Direct Air Capture (DAC) ceramics Virtual power plant (VPP) service o HGLK F:O|C ?f 1]94) c\)Ar/tP;]I%fg/er high
Directly captures CO: from the air Contributes to stable operations for (St Sl el O g & @I Il

renewable energy —> P.27-30

@
ir 3
vre) e
Value for the environment
W
® Realization of a carbon-neutral
) . society
Sub-nano ceramic membranes Next-generation bonded wafers . .
CO: separation, applications related to Contributes to stable communications @ Promotion of resource recycling and

effective use of water resources
@ Contribution to a safe and secure
society through pollution prevention
® Conservation and restoration of

biodiversity =

increasing crude oil production, etc.

AMB and DCB substrates Organic compound crystal
for power modules search service
Contributes to stable operations of Contributes to unmet medical needs
power semiconductors used in EV

Value for society

© Stable supply of safe and reliable
products/services

©® Advancement of digital technologies
globally

© Active participation of personnel with
diverse experiences and values

© Creation of a society that is free from
violation of the human rights of all
people

© Promotion of procurement that takes
human rights, the environment, and
fair business practices into account

— @D

Internal impact

Enhancing input
® Financial structure with high @ Expanding business

investment/risk tolerance domains and partnerships
® Acquiring and developing ® Accumulating technologies
human resources and increasing intellectual
capital

NGK REPORT 2024
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Realizing our Vision

Materiality

As a corporate entity that contributes to the future of energy, protection of the global environment, and
development of industries based on its unique ceramic technologies, the NGK Group identifies
materiality in order to become a company that we want to be based on the NGK Group Philosophy of
Enriching Human Life by Adding New Value to Society.

© Materiality Identification Process

Based on the NGK Group Basic Sustainability Policy, the NGK Group identified its materiality in April 2023. We have identified
these as issues that are important to both our Group and the stakeholders and as social issues on which our Group should
particularly place focus. By efficiently and effectively utilizing our limited management resources to address these material issues,
our Group seeks to maximize value creation for both the Group and our stakeholders. We believe that doing so will lead to the
realization of the NGK Group Vision.

With reference to evaluations by ESG evaluation bodies, international frameworks and guidelines such as

Step 1 the GRI Standards and the SDGs, and other resources, we created a list of environmental, social, and

Listing of issues governance issues. Of these, we listed those environmental and social issues that have a significant
relevance to our Group’s business, while excluding governance issues as items that should be
addressed naturally as an organization.

We established a working group composed of representatives from different departments within the NGK
Group. The working group mapped the listed issues along two axes of “impact on business” and
“demands and expectations of stakeholders/impact on people and the environment” and then conducted
evaluations of the issues. (Evaluation of the latter axis included evaluation by outside experts.) Based on
the evaluation results, the ESG Management Committee held deliberations and identified candidates for
materiality. For these candidates, the working group organized the risks and opportunities posed to the
NGK Group, particularly those considered to possibly have a significant impact on business, and reviewed
our major initiatives.

Step 2

Evaluation of the
importance of issues

For all of the materiality candidates, the working group discussed what sort of value the NGK Group
Step 3 wishes to bring to society by addressing the issues. To check for omissions in the scope of consideration
Confirmation of validity as well as consistency with company-wide targets, the working group then laid out the relationships
between the issues and our Group Vision, and prepared a draft version of the materiality items. Based
on that draft, the items were then deliberated by the ESG Management Committee in terms of their
validity, after which the Board of Directors held deliberations and issued a resolution.

and identification of
materiality

® Environmental issues Social issues

A R i Initiatives for climate
- A sl ST
.g Very 9 Pursuit of quality and
8 ° high product safety
-+ X
o ©
_g 3 ® © Promotion of sustainable procurement
(0] 9._ o
S g' % ® Promotion of resource recycling
O )
® o 3 High @ Conservation and ® Prevention of o o
3o restoration of biodiversity environmental Contribution to digital
= E;f— 8 pollution social infrastructure
g 2o Enhancing value of
S o human resource
=@
5 O
S ®
3 Moderate
w to high

_a
Moderate to high High Very high

Impact on business
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© Materiality for Realizing the NGK Group Vision

Phi-
losophy
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Vision
What we
want to be
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Materiality ltems

Initiatives for
climate change

Value/Impact on Society

We will promote carbon neutrality throughout our value chain and
aim for business activities that achieve net zero CO. emissions. We
will utilize data and digital technology to accelerate the development
of products that contribute to the environment. We will develop and
offer products and services centered on our unique ceramic
technologies to contribute to the realization of a carbon-neutral
society by 2050.

@ Shrinking of internal combustion engine-
related markets

@ Effects of natural disasters on operations

@ Geopolitical risks

@ Increase in costs due to greenhouse gas
reduction and energy conversion

@ Damage to brand reputation

Promotion of
resource recycling

By developing and providing resource-efficient products and
services through means including the sustainable use of natural
resources, the recycling of wastes, and the utilization of alternative
materials, we will contribute to the effective use of resources and to
the promotion of resource recycling. Through the development and
provision of products and services accompanied by water stress
assessments at production sites and by highly efficient water use in
production processes, we will also contribute to the effective use of
water resources.

Resources

@ Depletion of resources; price inflation

@ Geopolitical risks

@ Delays in responses to resource conservation
and resource reuse

Water resource security

@ Damage to brand reputation

@ Impacts on operations; increase in costs
@ Water pollution

Prevention of
environmental
pollution

By developing and providing pollution prevention-related products
and services using our unique ceramic technologies while enforcing
proper management of chemicals and pollution prevention in our
manufacturing processes, we will contribute to a safe and secure
society.

@ Compliance

@ Handling of air, water and wastes

@ Handling of chemical substances

@ Impacts on local communities

@ Shrinking of internal combustion engine-
related markets

Conservation and
restoration of
biodiversity

With all employees maintaining a mindset of environmental
conservation, we will contribute to the conservation and restoration
of biodiversity through the development and provision of products
that contribute to environmental protection while minimizing
environmental impacts on the ecosystem in our value chain.

@ Damage to brand reputation
@ Impacts on operations
@ Impacts on supply chains, etc.

Pursuit of quality
and product safety

By pursuing trusted quality from the standpoint of our customers
and by stably supplying safe and reliable products and services that
exceed expectations, we will contribute to the creation of a better
society.

@ Damage to brand reputation
@ Litigation risks

Contribution to
digital social
infrastructure

We will establish strong information security to fulfill our duties as a
member of a cultured and safe digital society. At the same time, we
will supply products based on our unique ceramic technologies to
make continuous contributions to global digital technology.

@ Damage to brand reputation

@ Cyber attacks

@ Information leaks

@ Increase in the cost of security enhancement

Enhancing value of
human resource

We will create prosperous and energetic workplace environments
that take advantage of human resources with diverse experiences
and perspectives. We will offer society new value by encouraging
each employee to proactively take on challenges and promoting
mutual growth.

@ Compliance

@ Damage to brand reputation

@ Declining competitiveness of recruitment and
outflow of personnel

@ Human resource development

@ Rigidity of internal systems

Respecting
human rights

We are committed to create a society that is free from violation of
the human rights of all people impacted by our business activities
by extending initiatives throughout the NGK Group as well as our
value chain to respect human rights.

@ Damage to brand reputation

@ Impacts on business partners

@ Operational and litigation risks

@ Increase in costs and liabilities

@ Recruitment and human resources

@ Latent human rights risks and its actualization

Promotion of
sustainable
procurement

Based on the three principles of Open and Fair, Partnership, and
Relationship with Society in our basic procurement policy, we work
with procurement partners that make up the supply chain to
promote procurement that takes human rights, the environment,
and fair business practices into account, thereby fulfilling our supply
responsibilities and contributing to the happiness and sustainable
development of society.

Environment

@ Impacts on procurement due to increased
environmental impact in the supply chain

@ Increase in costs due to measures to reduce
CO: emissions, etc.

® Demands from markets regarding waste and
recycling

@ Depletion of raw materials and rare metals

Society

@ Damage to our brand reputation
@ Impacts on our business partners
@ Impacts on procurement

NGK REPORT 2024
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Realizing our Vision

Materiality

Phi- Vision
[erersiiny want to be

Correlation to 5 Transformations
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Vision 0
What we Materiality ltems Opportunities What we ESG Profital commer- R&D DX Action Plans Targets TargetF;Qe ?’:‘g(ej\éement
mustdo |Management |Improvement| cialization
® Expansion of CN-related business opportunities [NV1000]
® Reduction of costs Development of carbon neutral-related products Sales of newly commercialized products 100 billion yen FY2030
® Enhancement of our brand reputation (including digital society-related sales)
In_'t'at'ves for ® ® P PY P [Environmental Vision]
climate change Implement Carbon Neutrality Strategic Roadmap CO: emissions 550,000 tons End of FY2025
CO. emission reduction rate relative to base year | 25% End of FY2025
Renewable electricity procurement rate 50% End of FY2025
Energy saving rate 2%/year End of each FY
Resources [Environmental Vision]
® Expansion of business opportunities related to resource Respond to circular society (respond to circular economy) Emissions generated per unit of sales 50% reduction compared to FY2013 End of FY2025
recycling Reduction rate of emissions compared to 30% reduction compared to FY2013 End of FY2025
® Expansion of business opportunities associated with the [ ] [ ] [ ] [ ) o Business as usual (BAU)
p o f depletion of rare metals, etc. Recycling rate (domestic) Maintain 99% or higher End of FY2025
romotion o . ® Utilization of ceramic raw materials
resource recycling | @ Reduction of costs
Water resource security [Environmental Vision]
® Enhancement of brand reputation PY P P ° ° Support a circular society (reducing water resource risks) Water usage per unit of sales (consolidated) Maintain FY2019 level End of FY2025
® Expansion of business opportunities for water treatment-
related products (membranes, etc.)
® Expansion of exhaust gas-related business Zero legal non-compliance issues
® Expansion of air and water quality-related business -Education and confirmation of understanding Number of training participants Completed by all eligible participants End of FY2024
Prevention of ® Expansion of nuclear power-related waste treatment (approximately 1,000 people)
. business -Enhance the database of registered facilities Number of incomplete notifications 0 cases of incomplete notifications End of FY2025
environmental [ J [ J [ ‘ )
lluti @) Zero serious accidents
poliution o -Prevention activities Number of departments/bases currently All locations (33 independent, 19 domestic | End of FY2024
5 (reassess equipment management issues) promoting activities G companies, 20 overseas G companies)
é -Real-time status monitoring Number of status monitoring points Sites (non-consolidated: 4) End of FY2025
. ® Enhancement of our brand reputation = [Environmental Vision)
Conservation and ® Expansion of businesses and products with consideration o Harmony with nature TNFD disclosure schedule Disclosure based on TNFD Framework End of Sept.
restoration of of ecosystems c [ J [ J (TNFD: Task Force on Nature-Related Financial 2024
biodiversity o Disclosures)
C
. . ® Enhancement of our brand reputation % Activities to increase customer trust Number of serious product/service incidents 0 cases End of each FY
Pursuit of quality ® Enhancement of competitiveness o) PY PY -Improve work quality
and product safety | ® Expansion of business opportunities % -Reduce quality risks
(7]
® Expansion of DS-related business opportunities = [NV1000]
i i ® Enhancement of our brand reputation c Develop digital society-related products, Sales of newly commercialized products 100 billion yen FY2023
Contribution to o
. . —~+ expand existing related products (including carbon neutral-related)
digital social c ° ® L ° ® [Digital Vision]
infrastructure 2 IT security Number of serious incidents 0 cases End of each FY
> Personal information protection activities Number of serious incidents 0 cases End of each FY
=
® Recruitment and retention of personnel 8 Initiatives for reducing total working hours: Promote paid Score of the survey on workplace vitality 3.5 or higher Each FY
® Active participation of diverse personnel by DE&I %) leave utilization (zero cuts to annual leave) Paid leave utilization rate 100% End of FY2026
gromort:orr: o h I > Improving the rate of female managers Rate of female managers 10% End of FY2030
® Prowt { lrough uman resource development ol Permeate and encourage men to take childcare leave, etc. | Rate of male employees taking childcare leave | 100% End of FY2025
@ Productivity enhancement = Create a culture of utilizing diversity, including systems Score of the survey on workplace vitality 3.5 or higher Each FY
% Develop DX human resources Number of data utilization personnel 1,000 or more End of FY2030
7 Improve employee engagement Score of the survey on workplace vitality 3.5 or higher Each FY
Enhancing value of o) Zero legal non-compliance
T . § [ ] ® ([ ] ® ® -Education and confirmation of understanding Number of training participants Completed by all eligible participants End of FY2024
o (approximately 1,000 people)
—+ -Enhancement of facility notification database Number of incomplete notifications 0 cases of incomplete notifications End of FY2026
g Zero serious accidents
(] -Prevention activities Disaster severity level Intensity rate 0.01 or lower End of FY2024
- Activities to promote proactive mentality Number of workplace discussions All manufacturing divisions (9 non- End of FY2024
consolidated, 21 domestic G companies)
Enhancing mental health care (self-care/line care) Rate of participation in mental care education 100% End of each FY
by position
® Enhancement of brand reputation Conduct dialogue with internal and external stakeholders Frequency of conducting two-way exchanges | Conduct each year End of each FY
® Recruitment and retention of personnel of opinions with internal and external
. stakeholders
Respecting . : ' )
0 [ ) Conduct self-checks for NGK and Group companies Frequency of self-checks in compliance with Conduct each year End of each FY
human rights RBA and other codes of conduct
Expand employees applicable for human rights education, | Frequency of human rights e-learning for Conduct each year End of each FY
update content executives and all employees
Environment Sharing the Supplier Code of Conduct Rate of consent among major suppliers 90% or higher End of FY2025
© Enhancement of our brand reputation Supplier assessment activities Frequency of sustainability surveys for ke Every other year Start of FY2025
® Securing of stable procurement and reduction of costs uppler vt supc;]:JLIJiersy ustainabiity survey 4 very v (based on new
. through the utilization of alternative raw materials survey method)
Promotion of Society ) Scope 3 reduction activities Scope 3 emissions reduction rate 25% FY2030
sustainable ® Enhancement of our brand reputation ) (compared to 2022)
® Building of a stable supply chain
procurement

NGK REPORT 2024
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Improving Enterprise Value

Message from our Director in Charge of Finance and ESG

iIng dialogue with
markets and
ing financial and
Inancial management
leads to value creation.

¢ tor and Senior Vice President

Enhance capital profitability by increasing the earnings of
existing businesses and returning profits to shareholders:

Ensure growth potential by actively investing in
high value-added products and new products.

Upgrade non-financial value by working to resolve ESG mate
We will advance these three initiatives to improving our ente

FY2023 results and FY2024 outlook

FY2023 resulted in net sales of 578.9 billion yen. Boosted
by significant yen depreciation, this represents a record
high for net sales. However, while the Environment
Business recorded favorable sales on the increase in
vehicle sales, the Digital Society Business recorded
decreased net sales and profit on the impact of a
downturn in the semiconductor market. Operating
income was 66.4 billion yen, and net income was 40.6
billion yen, resulting in a decrease in profits.

For FY2024, we are targeting increased both sales
and income of 620 billion yen in net sales, 75.0 billion
yen in operating income, and 53.0 billion yen in net
income for the entire company. While market conditions
for the Digital Society Business remain difficult, the
semiconductor market is projected to recover from the

NGK REPORT 2024

second half of the fiscal year onward. Also, the Energy &
Industry Business is projected to see an increase in
shipments of NAS batteries for overseas projects.
Overall, we project being able to grow both sales and
profit.

Aiming to improve enterprise value

As of the end of FY2023, stock markets evaluated NGK
as having a price-to-book ratio (PBR) of less than 1x but
we are striving to make rapid improvement. NGK
positions sustainable increases in enterprise value and
profit returns to shareholders are core management
issues, and we are promoting three initiatives to enhance
capital profitability, ensure growth potential, and upgrade
non-financial value.

@ Enhance capital profitability

For capital profitability, we assume capital costs of
approximately 9% based on the capital asset pricing
model (CAPM). We also set a target return on equity
(ROE) of 10% or higher, which would exceed capital
costs. To achieve these targets, we adopted an
NGK-specific formula for return on invested capital (ROIC:
operating income / business assets (accounts receivable
+ inventory assets + non-current assets)) as an internal
management metric. Closely related to ROE, we use this
metric to evaluate capital profitability for each business.

Looking at each segment, while the Environment
Business, our core business, is projected to see a decline
in growth potential due to developments related to the
shift to vehicle electrification, we will aim to improve
profitability by reducing costs and negotiating prices with
customers. From FY2024, we transferred Industrial
Processes from the Energy & Industry Business to the
Environment Business. We will accelerate the
development and validation testing for new products by
combining the engineering functions of Industrial
Processes with the manufacturing technology used to
produce ceramic substrates for automotive catalytic
converters and filters.

For the Digital Society Business, we will further
expand industry share by developing new products and
increasing the added value of existing products. This is a
sector with extremely high growth potential, so we will
input management resources, including aggressively
engaging in development, capital investments and, when

Progress Relative to the NGK Group Vision
(performance trends)

Energy & Industry (E&I)
I Digital Society (DS)

Environment (EN) Operating

. 83.5  Income }
(Billions of yen) (Billions of yen) 75.0
700 — 66.8 66.4

600 — Net sales
(left axis)

500 —

400 —

300 —

200 —

100 —

2022/3 2023/3 2024/3 2025/3 2026/3
(Planned) (Planned)

appropriate, M&A deals to increase profitability.

With the Energy & Industry Business, we have seen
an improvement in profitability thanks to expanding
growth potential through large-scale NAS battery projects
while also continuing with ongoing initiatives of insulators.
Moving forward, | hope to further accelerate these efforts.

Thanks to efforts in each business, we project the
NGK ROIC to improve from 9.8% in FY2023 to 11.0% in
FY2024. An awareness of the importance of the NGK
ROIC has permeated the entire company and | feel that
each business headquarters is constantly pursuing
business management focused on asset performance.

@ Ensure growth potential

Ensuring growth potential is a core element of our
management strategy. In addition to portfolio
management to ensure the appropriate distribution of
management resources, we are also strengthening R&D
to promote sustainable growth. These initiatives are
embodied by NV1000, our target of achieving at least
100 billion yen in net sales from new products by FY2030.
For existing businesses and newly commercialized
products, we are pursuing business portfolio management
based on two core themes: profitability and growth. We
carefully examined our targets of achieving an NGK ROIC
of 10% and a sales growth rate of 5%. We will prioritize
investments in businesses projected to see growth and
will evaluate the viability of businesses in low-growth and
low-profit sectors. In FY2024, we are planning to make a
total of 68 billion yen in capital investments, mainly to

Business Portfolio Policy

Circle size represents

FY2023 = FY2025
net sales

30%

Growth prospects Investment
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2 5% ‘ ‘ :
) Considered
<(3D regrowth

0% EN

Low growth /
low profit
-5%
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NGK ROIC *' in FY 2025 ——— High (high profitability)

*1 NGK ROIC = Operating income + Business assets
(Accounts receivable + Inventories + Fixed assets)
Instead of “capital” and “liabilities,” this is calculated based on
business assets (accounts receivable, inventories, fixed assets)
that can be managed by business divisions
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Improving Enterprise Value

make upgrades in the Environment Business and
increase production in the Digital Society Business, which
is expected to see future growth.

In the area of new business expansion, we are making
steady progress towards NV1000, and we are aiming for
sales of roughly 20 billion yen in FY2030 for AMB and
DCB substrates for power modules, products we have
already commercialized. For products in the validation
phase that are close to commercialization, we will aim for
the rapid commercialization of direct air capture (DAC)
ceramics and sub-nanoceramic membranes. In total, we
will aim for sales of roughly 100 billion yen. We also have
themes in the development phase projected to generate
nearly 100 billion yen in total. As with the previous year, in
FY2024 we plan to invest more than 30 billion yen in R&D,
mainly in the carbon neutrality and digital society sectors.

@ Upgrade non-financial value

Upgrading non-financial value, value that is not reflected
in financial indicators, is also important to improving our
enterprise value. The NGK Group positions Environment,
Society, and Governance (ESG) as central to our
management as we strive to achieve sustainable growth
and transform our business structure to reflect the NGK
Group Vision. | believe these activities are essential for
long-term growth.

Relations Between Enterprise Value and
Management Indicators

(Low Enterprise Value)

Shareholders’ Financial
equity

(book value) value

Enterprise
value

Management

Our market valuation

In April 2023, we identified nine materialities for the
NGK Group. These materialities work to support our
basic sustainability policy, and we recognize that resolving
these issues will lead to growth as a Company. The ESG
Management Committee deliberated on the KPI to serve
as targets for each materiality, and the Board of Directors
approved these. As such, we will steadily engage in
management based on these materialities and KPI.

As part of ESG management, in addition to
considering our social responsibility, we will also invest in
human capital and intellectual capital, which we view as
sources of future growth. As management metrics, we
have adopted NGK Value-added. In addition to operating
profit, NGK Value-added takes into account CO, emission
costs, labor costs, R&D costs, and our achievement rate
for the ESG targets of each rating agency. These targets
and metrics will help clarify relevant issues related to
increasing sustainability and non-financial value.
Improvements in these areas will lead to improved quality
as a company. We believe it is important to grow profit by
achieving a good balance between input towards
increasing current profitability and input towards upgrading
non-financial value that leads to future performance.

@ Maintaining a sound financial platform

As for our capital policy, we are focused on achieving

We aim to increase our profitability of
capital, growth potential, and non-financial
value and improve our enterprise value

' — (High Enterprise Value)

P/B ratio of 0.87
P/E ratio of 15.26

As of March 31, 2024

policy
10% or more ROE Busine

(Management focused on capital efficiency) (Increased earnings of existing businesses + new business creation)
% + % (10% or more) (5% or more CAGR) +
Key Capital policy NGK Sales NGK
performance (financial leverage) ROIC growth rate Value-added

indicators
(KPIs)

Shareholder Application of Improved Increased Commercialization Research and Decreased
returns interest-bearing asset profit development environmental
liabilities turnover margins impact
30% Dividend 10% ROIC hurdle rate New Value 1000
payout ratio Ensured . R&D expenditure 50%
2030 3% DOE financial Asset Operating Sales from newly 300 billion yen or decrease
(average of soundness turnover income Iaunched_ pusmesses more/10 years of from FY2013
Targets three years) + D/E ratio of 0.67 margin of 100 billion yen investment CO2
flexible share of 0.4 ormore  15% or more @IF e (80% or more for emissions
buybacks (2025 Vision Performance Targets) (DS50% / CN30%) DS/CN)
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Input towards increasing curt

profitability and input towards

non-financial value that leads to future p

Balancing these two to achieve profit g

both profitability that exceeds the cost of capital and
financial soundness. We will work to maintain profit
margins, capital turnover, and financial leverage at
healthy levels that are consistent with our business
strategy. In addition to reducing capital costs by actively
returning profits to shareholders, including the use of
interest-bearing debt and flexible share buybacks, we will
aim to improve ROE and expand our equity spread by
securing growth potential. With financing, our basic
policy will be to use interest-bearing debt if we exceed
free cash flow while ensuring financial soundness by
aiming for a D/E ratio of 0.4. While maintaining our bond
rating of A+, we will work to improve our rating by
increasing our earning potential and cash flow.

@ Valuing dialogue with investors and shareholders

The NGK Group places importance on the interests of
our shareholders and positions the sustainable
improvement to our enterprise value and profit returns as
our most important management policies. We will
maintain a good balance between securing appropriate
investment capital for growth and returning profits with a
focus on capital efficiency.

As a dividend policy, our medium to long-term goal is
to maintain a dividend to net assets ratio of 3% and a
consolidated dividend payout ratio of approximately
30%. At the same time, we will pursue net asset
management that reflects changes in our business risks

and the link to ROE over a period of approximately three
years. We will also consider cash flow forecasts and
other factors when making allocations. For FY2023, we
are planning to issue shareholder dividends of 50 yen per
share, and planning on 60 yen per share for FY2024.

We also are proceeding with share buybacks towards
improving capital efficiency and enhancing shareholder
returns. In FY2023, we acquired 8.5 million shares (14.9
billion yen). We will continue to flexibly implement
investments while comprehensively considering factors
such as growth investments, dividend levels, cash on
hand and stock price levels.

We are also actively promoting dialogue with
investors and shareholders. In addition to financial results
briefings for investors (twice a year), we also held forums
for overseas investors led by our lead securities firm,
conducted overseas IR, and conducted IR activities for
individual investors. Last fiscal year, we also held SR
meetings for shareholders. During these activities, | could
sense that investors had a strong interest in our business
status, future growth, and human resources.

We will use the feedback obtained through such
dialogue to improve the quality of our management. We will
also strive to further enhance information disclosure towards
promoting a better understanding of the NGK Group’s
medium to long-term outlook and management style.

We look forward to your continued support as we
continue our efforts to further improve our enterprise value.
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Improving Enterprise Value

Ensure Growth Potential and Enhance Capital Profitability

Realizing Our Vision,
Challenging Ourselves to
Sustainable Growth

ew Value 1000.(NV:1000), the target for
ur way to realizing the NGK Group VisiensRoae
+ Group will promote a united effort towards ac
link these-efforts to sustainable growth. In this section, &
" the initidtives the NGK Group will implement as we. bgldly challenge
ourselves, in various'fields;iricliding our results thus far and '
promising themes for the future.

o

NV1000 Overview and Progress

The NGK Group Vision, Road to 2050, sets New
Value 1000 (NV1000) as a core policy for
transforming our business structure. NV1000 is
the goal of achieving 100 billion yen in net sales
from new business products in 2030. To ensure @ gﬁqu'rfggg::mh:e inEe':::fa‘iz .
we achieve NV1000, we strengthened marketing P ————-
functions by tapping an unprecedented number

of human resources to establish Corporate NV

Products in the development phase: About 100 billion yen

Hydrogen, Methanation related

Renewable and New energy related
New product sales

200 billion yen ----f=sssssasszceccs

Products in the commercialized and
demonstration phase: About 100 billion yen

Creation. This group is collaborated with Develop-
: ® Direct Air Capture (DAC) @ Virtual power plant (VPP) service ment
Corporat.e R&D and Corporate Mar]UfaCturmg ® CO: separation from industrial @ Advanced functionality for electronic phase
Engineering to accelerate the speed of exhaust gas devices
commercialization for development themes. In @ Heat radiation for EV power ® Organic compound crystal search service
module units

April 2024, we established CN Business Creation
Div. as a group within the Environment Business
Group to accelerate the commercialization of
new products targeting the CN domain. Thus far,
we successfully commercialized AMB and DCB
substrates for power modules and an organic
compound crystal search service. Moving
forward, we will aim to achieve NV1000 by
commercializing products in the demonstration
and development phases, which represent
expected sales on the scope of 200 billion yen.

Toward achieving
NV1000!

Commercialized products

AMB and DCB substrates for power
modules: 20 billion yen

Organic compound crystal search
service: 3 billion yen

2024/3 2026/3 2031/3
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To Accelerate NV1000

© Continue High-level R&D Investments

To achieve NV1000, the NGK Group is planning to conduct R&D
investments totaling 300 billion yen over the 10-year period from
FY2021. We are also enhancing the new product development site at
our main office to accelerate our business structure transformation.
This includes constructing a new R&D building for digital society
(DS)-related products scheduled to be completed in FY2025, installing
prototype production facilities in the carbon neutrality (CN)-related
product development area, and establishing a Co-Creation Center
(tentative name) that will serve as a place for internal/external co-
creation. While continuing to implement high-level R&D investments,
we will also aim for the rapid commercialization of development
themes. We will assess the status of markets and development
progress to dynamically provide various input for promising themes.

© Promote Open Innovation

In November 2023, we announced the construction of a

new Co-Creation Center that will serve as a base for
using ceramic technologies to offer new value to society,
which is a part of our Corporate Philosophy. Through this
Center, we will promote the open innovation necessary
to create various new value and expand collaborations
with external partners. The Co-Creation Center will also
function as a place for promoting our Group identity as
we work to cultivate a culture that encourages employees
to take on new challenges. With this in mind, we created
an area for introducing our products and core technology
contributing to resolving social issues, an area for

Corporate culture lacking a
challenging spirit

Segmented organizational
structure, workplace environment
Introverted atmosphere
Conservative,
average

(Promote open innovation)
Various ideas to help people
better understand NGK’s
core technologies

ideation with people outside the company, and an area
to creating encounters and exchanges both inside and
outside the company. This will be an environment that
promotes the fusion of various internal and external skills,
knowledge, and experience. At this Center, we will
promote co-creation and aim to quickly and efficiently
create new products and new businesses. Completion is

scheduled for May 2025.

© Framework for Incorporating Employee Opinions and Ideas

To promote the creation of new themes, in
FY2024 we launched a New Business
Proposal Program to gather ideas from
employees and departments. The objective
of this program is to solicit a wide range of
ideas from within the company, increase
the possibility of creating new businesses,
and provide employees with opportunities
to take on new business challenges. We
have prepared a variety of support systems
for new business ideas, including a
secretariat that will support the process
from idea creation to proposal to in-depth
research. Initially, this program will only
apply to NGK. However, in the future, we
will accelerate the creation of new
businesses by expanding this program to
the entire NGK Group.

A4
4

Employee/
Division

Vi
M&A
Market data

Academic
institutions

Corporate
meet-and-greets

Q
o

(oJez N) JusWssasse Ajjigeqoid

Preliminary

Examine research

N g

New R&D
Building
Promote DS-related

product development

Various compound
wafers, etc.

Co-Creation Center

)

Positioned as a catalyst for
change centered on philosophy/vision

(LN) Juswissasse Ajjiqiseaq

® Fre

A unique space filled with
an extraordinary feeling

(Pert

Fostering pride and a spirit of
challenge through exposure to
NGK Group history and values

(2N) uonepijena [eiualod ssauisng

- Promote open innovation
- Permeate Group identity

Concept of
the Co-creation Center

@ Incorporate playfulness
@ Borderless spaces
@ External dissemination

ee and lively

meate Group identity)

(EN) uolrez||elolaWwwWoD 31s9)
uoljez|elolswwo)
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Improving Enterprise Value

© AMB and DCB Substrates for Power Modules

These AMB and DCB substrates for power modules are products used
in the power semiconductor modules that control power conversion in
motor drive controllers and power generators. AMB and DCB
substrates for power modules fulfill the role of stabilizing motor
operations by releasing heat generated when the power semiconductor
is operating. AMB substrates for power semiconductor modules made
of silicon nitride (SisN4) are used in inverters for controlling the motors of
electric vehicles (EVs) and hybrid vehicles (HEVs). These substrates are
required to operate stably even in high-temperature environments
involving the use of large amounts of power, and are increasingly being
adopted for power semiconductors made of silicon carbide (SiC). Our
silicon nitride AMB substrates for power semiconductor modules
achieve high reliability and excellent heat dissipation characteristics
thanks to our proprietary bonding technology. These products have
been adopted by several power semiconductor manufacturers in
Europe and Japan since 2019 as a product that maximizes the
performance of power semiconductors. With the global vehicle
electrification, demand for automotive electronic applications is
growing, and the market is expected to experience further medium and
long-term growth. The NGK Group will aim for net sales of 20 billion
yen in FY2030 by expanding current monthly production by 2.5 times
by FY2026 to ensure we capture future demand in this growth market.

Generates voltage and »
current waveforms to drive motors Z@
Power Inverter HEV/EV

Power semiconductor
e I J

—
} AMB Substrates Industrial equipment
(mechanical equipment,
Cooling plate wind power generation, etc.)

Initiatives for Achieving NV1000: Commercialized Products

@ AMB and DCB substrates

for power modules

Needs of power semiconductor market

® Social demand for reducing environmental impact
® Requirements for energy saving and miniaturization of
power control devices

Issues related to resolving needs

® By promoting energy saving and miniaturization of
power semiconductors, heat is generated when driving
the power semiconductor, making the drive unstable

Research and development to resolve issues

® Ensuring stable drive through the development of
unique heat dissipation technology, achieves high
reliability

Implementation in society: commercialization

@ Highly reliable AMB and DCB substrates for power
modules used by several power semiconductor
manufacturers in Europe and Japan since 2019

Target
FY2030 net sales

20 billion yen

© Organic Compound Crystal Search Service Business

In April 2024, we launched the world’s first organic compound crystal search service based on our
proprietary infrared technology. Even pharmaceuticals with the same compound may have different

NOSd3dd A3
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SN (SisN4*) AMB substrates for power semiconductor modules contribute to stable operations for the
power semiconductors used in EVs. These are a future growth product developed using advanced
technology unique to the NGK Group. We are aiming for sales of roughly 20 billion yen in FY2030,
and will pursue further business development as we work towards achieving NV1000 and realizing

the NGK Group Vision.

The NGK Group AMB and DCB substrates business
started in 2015 when our Group company, NGK
ELECTRONICS DEVICES, INC., launched a business
for aluminum-based DCB substrates for power
modules. At that time, we focused on a new
technology called silicon nitride. With the
advancement of EVs, we predicted that demand for
silicon nitride-based substrates for power
semiconductor modules in electric vehicles was
certain to increase in the future. Based on this
projection, the New Business Planning Dept., (the
predecessor of Corporate NV Creation) took the lead
in developing an SN AMB substrates for power
semiconductor modules.

In the past, NGK conducted product
development driven by technology. The AMB and
DCB substrates business represents an example of
NGK creating a theme based on a market-oriented
approach and then working towards new business
creation from the onset. The New Business Planning
Department coordinated operations, acting as a
command center to supervise the entire process.
The department actively was collecting information
on silicon nitride, collaborating with other companies
and research institutes such as universities. The
department also promoted the incorporation and
repurposing of existing technologies by strengthening
collaborations between various internal departments.
Various proprietary technology of the NGK Group
was incorporated. For example, know-how from
New Metals Div. was applied towards copper
layering technology and technology from the New

*SisNa4 (SN, silicon nitride)

Metals Div. and High Performance Ceramics Dept.
were utilized for bonding. We also sent human
resources to Europe, our main target market, from
an early stage with the intent of pursuing future
market expansion. We took the initiative to approach
auto parts manufacturers and gain market share. We
received a positive response from customers thanks
to our strengths in the global production of auto
parts and a proven track record in the market. Under
the motto of capturing half of global share, we
smoothly advanced the development of our sales
network. In this way, the engineering side and the
sales side worked towards a common direction while
simultaneously fulfilling their respective roles. This
enabled us to accelerate product development and
build a social implementation system. This method is
being fully adopted by Corporate NV Creation, which
is in charge of our NV1000 strategy. This approach is
becoming firmly established as a new business
format for the NGK Group.

In the future, we will achieve NV1000 by
expanding our market share through a focus on
distinguishing ourselves from the competition for our
technical capabilities. We will also work to stabilize
our supply capabilities. R&D and marketing will work
together to develop this business and lead the way
towards achieving this goal. There are numerous
possibilities for the ceramic business in the field of
power semiconductors. We will take on the challenge
of developing products that will support the future of
power electronics, starting with the AMB and DCB
substrates business.

structures when crystallized, and differences in structure impact efficacy and safety. The purpose of this
service is to enable searches for a wide variety of crystal forms. The most distinctive feature of this service
is that it incorporates infrared rays as a new approach compared to conventional search methods. This
contributes to drug development by increasing the potential for discovering unknown crystal forms, which
can be difficult to discover using conventional methods. We are also developing our own crystal prediction
software using artificial intelligence (Al), which is scheduled to be available in FY2025. Through this service,
we aim for net sales of 3 billion yen in FY2030.

AMB and DCB substra
power modules to fulfil
role towards achieving

for

1000.

Vice President
Group Vice President, Digital Society Business Group
General Manager, Power Electronics Ceramics Dept.,
Digital Society Business Group

President, NGK ELECTRONICS DEVICES, INC.

Hideki Shimizu

Crystal forms A

FY2030 net sales

Organic compound
4 — Target

S HH 3 biltion yen

Crystal forms A
solvent

(ethanol, etc.) + temperature) | (wavelength 1)

Crystal forms X
(wavelength 2)

Crystal forms.
that cannot be
obtained under
conventional
conditlons.
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Initiatives for Achieving NV1000: Demonstration Phase Products

Realizing carbon neutrality through
and utilization of CO,

Direct Air Capture: DAC
(atmospheric CO: absorption)

Atmospheric CO2
absorptive modules

CO:2 separation membranes/

and capture

|

|

|

|

| CO: separation
|

|

| N
|

1

)

_f

Atmospheric o ,rl .
CO: capture \
Sr%erground Renewable

®
storage NAS® battery energy

Water,
CO: electrolysis

SOEC

&y
0y, %,
0.::”
EOR (Enhanced Oil Recovery)

CO: Separation membranes

CC CCU

*CCS (Carbon Dioxide Capture & Storage) ~ *CCU (Carbon Dioxide Capture & Utilization)

@ Direct Air Capture (DAC) ceramics

New technology such as methanation and DAC is garnering
attention around the world as methods for realizing a
carbon-neutral society. The NGK Group is challenging itself
in the field of DAC, a technology for directly adsorbing and
recovering CO; in the atmosphere. We are applying the
ceramic honeycomb structure technology cultivated through
ceramics for automotive exhaust gas purification. NGK is
developing DAC with features such as being compact and
having a large surface area, and being able to efficiently
process large amounts of air. It is estimated that
approximately 1 billion tons of CO, will be treated with DAC
ceramics in 2050. The NGK Group is converting production
equipment for automotive exhaust gas purification ceramics.
By 2025, we will collaborate with other companies to
participate in demonstration tests with the goal of
establishing a mass production system by around 2030.

Ambient Air (CO2=0.04%)

Plants
~ / Contactor
~§ @ @% '~y Adsorbent
gegs™ | 3 B
;;-!!IIHiii"I I e — D—»ﬂ_m .
- ] : 3 m o
CO:; Free Air a '\ DAC ceramic Cerami(‘:s
substrate substrate material
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@ Ceramic membranes

The NGK Group is developing various ceramic membranes
that can separate specific gases and liquids from mixtures
such as mixed gases and liquids. Currently, we are confirming
the effectiveness of ceramic membranes in areas such as
increasing oil extraction and recovering and separating CO»
from natural gas. Moving forward, we will seek to further
contribute to the CN field by separating hydrogen and
methane in hydrogen transport. We will also promote
demonstration tests and marketing activities for a variety of
applications, including CO, separation from exhaust gas from
factories and power plants, and reactions, separation, and
purification in CO.-derived fuel synthesis (e-Fuel). Since 2023,
we have collaborated with the CHITOSE Group*', a leader in
the bioeconomy, to develop microalgae separation
technology using ceramic membranes. By 2030, we are
aiming to use ceramic membranes in major applications by
strengthening our prototype creation and evaluation system
and promoting marketing activities.

*1 Sponsors and operates MATSURI, the world’s first partnership for building an
algae industry

Slit part " Feed gas outlet
Cell (through hole) | | ¥a

5

20 p P -
Feed gas inlet ‘\ : ’mﬂ‘ Permeate gas

D S Supporting advancements in digital technology
to realize a more comfortable digital society

Increase in loT devices (10T2.0)

loT devices

- Advancements in unmanned factories and smart
agriculture

Ultra-thin and compact lithium-ion rechargeable
battery (EnerCera® battery)

Capacitance value sensor

Performance enhancement in
electronic components

- Expand into mobility applications
Circuit substrates for sensor
Circuit substrates for headlights

- Advanced medical care
Micro lens

Components
for automobiles,
electrical and

N —— .
Semiconductor,
Al

electronic devices communication

Increase in loT/non-loT
(human-generated) data volume

- Increase in storage media capacity
Piezoelectric actuator and structural components
for HDDs

- Increase in communications volume within/
between data centers
Bonded wafer for optical modulator

Advancement of Al and edge computing

- Improved server and device processing capacity
Ceramics components and support wafer for SPE

Advancement towards Beyond 5G

- Ultra-high-speed, large-capacity/
ultra-low-latency communication
Bonded wafer for optical communication

- Ultra-low electricity consumption
Wafers for power semiconductors

- Improved communications equipment performance
High performance ceramics package
(Crystal/CMOS)

Smartphone,
optical

Micro heaters
Wafers for disinfectant deep UV LEDs

Physical Space

Develop high-performance wafers that
contribute to the manufacturing of advanced
electronic devices

Electronic devices represent the foundation that supports the
digital society. For nearly 10 years, the NGK Group has been
involved in manufacturing the wafers that form the basis of
these electronic devices. Unique to these products is that we
achieve unprecedented performance and high quality by
combining the base substrate and functional layer without
using a bonding agent. Functional layer manufacturing
technology is our core technology. We will incorporate the latest
trends while strengthening collaborations between Corporate
NV Creation, Corporate R&D, and Corporate Manufacturing
Engineering to establish technology that will support and
enhance our competitive advantage through 2050. We will also
strengthen collaborations with suppliers to reduce costs by
making full use of general-purpose substrates. To advance our
development of high-performance wafers, we will dispatch
researchers to research institutions throughout Japan and
overseas, as well as consider capital alliances and M&A when
necessary.

Functional
Layer

Base
Substrate

Direct Bonding
Interface

Piezoelectric actuators
(for autofocus applications, etc.)

Cyber Space

Pursing the possibilities of ultra-thin and
compact Lithium-ion rechargeable battery
“EnerCera® battery” that resolves various issues

EnerCera was born from crystal direction alignment
technology possessed by the NGK Group from our work as a
ceramics manufacturer.

Compared to typical lithium-ion batteries, EnerCera is
unique for having a slim, compact and lightweight profile
while having the high energy density, low resistance, high
heat resistance, and long life that makes it suitable for being
embedded into an IC card. EnerCera is already being used in
many applications such as environmental sensors and
temperature control tags for transportation. As the risk of
heat generation is extremely low, its use in wearable devices
such as health appliances and smart insoles is also
increasing. In the future, we will pursue further possibilities for
EnerCera by supporting loT and wearable devices, which are
becoming smaller and more advanced. We will also advance
initiatives for use in medical devices and other applications.

Starage \ \ .
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(Billions of yen)
390.7 394.0

349.1
319.5

22/3 23/3 24/3 25/3 (Targel)

(Billions of yen)

66.4 64.6 68.0

52.3

22/3 23/3 24/3 25/3 (Target)

In FY2023, we achieved increased sales
and income amid a year of intense
changes in our business circumstances.
The automotive industry recovered thanks
to an improvement in the shortage of parts
such as semiconductors, and shipments
of automotive products increased in
response to the tightening of emissions
regulations. Additionally, yen depreciation
also had a positive impact.

In FY2024, we are forecasting
increased sales and income. While we do
project a decrease in demand for certain
products due to the progress of vehicle
electrification, we forecast increased sales
for products to Chinese markets and the
Industrial Process Business. We also
expect to achieve increased income on
cost reductions and sales price revisions.
Furthermore, we incorporated the
Industrial Process Business from Energy &
Industry Business Group as of April 2024,
aiming to expand synergies in the fields of
the carbon neutrality and the bio industry.

*From FY2024, we moved the Industrial Process Business from the Energy & Industry Business to the Environment Business.

Digital Society Business

Net sales

(Billions of yen)

163.2 159.0
150.3 138.2

22/3 23/3 24/3 25/3 (Target)

Operating income

(Billions of yen)

199 476

6.0
IJ 2.3
.

22/3 23/3 24/3 25/3 (Target)

Business overview and outlook

During FY2023, sales decreased despite
the positive impact of yen depreciation.
Constraints on semiconductor and data
center investments caused prolonged
inventory adjustment periods, which in
turn triggered a decline in shipments of
products for semiconductor
manufacturing equipment, piezoelectric
micro-actuators for hard disk drives
(HDDs), and other products.

For FY2024, we are forecasting a
gradual recovery in market conditions for
digital-related products from the second
half of the fiscal year. To ensure we
capture demand as the market recovers,
we will continue with investments for
production expansion while also
advancing the development of next-
generation products and developing new
clientele. At the same time, we will also
reevaluate the production structure of
each business to promote cost reductions
and DX initiatives as we aim to improve
profitability.

Figures include performance from the Industrial Process Business.
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>>> Business Strategy by Segment

Energy & Industry Business

Net sales

(Billions of yen)

67.0
40.6 47.0 50.0

22/3 23/3 24/3 25/3 (Target)

Operating income

(Billions of yen)

(1.0

@7 @1 ©9

22/3 23/3 24/3 25/3 (Target)

Business overview and outlook

In FY2023, we were able to achieve a
income for the first time in eight periods.
In addition to strong investment in
transmission network enhancement and
renewable energy-related projects leading
to increased demand for insulators in
markets such as the USA, Taiwan, and
Australia, continued shipments of NAS®
(sodium-sulfur) battery systems for
electric energy storage and products for
industrial equipment and yen depreciation
also had a positive impact.

In FY2024, we are forecasting
increased sales through the continuation
of demand for insulators and orders
received for large-scale projects overseas
involving NAS batteries. However, the
impact of soaring prices for raw materials
and fuel will be unavoidable. To mitigate
this, we will focus on cost reduction,
strengthening the supply chain, and
implementing other measures to improve
profitability and foster business growth.

A

Environment Business»’

o

#

Will serve as the profit center for securing the capital needed to promote investments aimed at
expanding sales in CN/DS-related markets, areas in which the NGK Group strives to resolve social

issues

Will develop new CN-related products utilizing unique technologies and explore new markets in

collaboration with the Corporate NV Creation

Global carbon neutrality trend
Worldwide tightening in emissions
regulations

Launch next-generation products to markets with high functionality and
high added value that respond to tightened regulations
Generate income by productivity improvements including DX

Provide new values in CN-related fields

The Environment Business Group, which engaged in business
that contributes to the environment in a broad sense, is
tasked with two missions aimed at promoting sustainable
growth for the NGK Group. The first mission is to serve as a
profit center that generates immediate revenue. While we will
see a demand contraction over the medium- to long-term
amid the global vehicle electrification, we forecast being able
to maintain net sales on a scope of 300 billion yen through
around 2030. In addition to continuing sales of major products
such as ceramics for emissions control and, NOx sensors for
measuring nitrogen oxides (NOx) in automobile exhaust
gases, we will also plan to launch next-generation products
with high-function and high-added-value to respond to
increasingly stricter regulations in Europe and other regions.
At the same time, we will pursue highly profitable, highly
efficient business management by advancing measures
related to cost reduction and inventory control. These
measures will be based on the NGK ROIC (operating income
/ business assets), which we use as a management metric.
The cash generated by this business group will serve as a
source of capital for various growth strategies aimed at
realizing the NGK Group Vision. By fuffilling this mission, we
will have created a path for the future of the Group, and so

Jun Mori

Promoting a business structure transformation
into CN-related domains with earning power
maintained, under the two-division structure
combining the Automotive Ceramics and
Industrial Process.

Senior Vice President
Group Executive, Environment Business Group

we are committed to uniting towards fulfilling this critical role.

The other mission is to drive new value provision in
CN-related fields, one of the target sectors outlined in the
NGK Group Vision. We are focusing on the development of
products and technology that can contribute to society’s
environmental needs. Examples of these products include
ceramics for Direct Air Capture (DAC), which directly captures
CO:z in the air, and sub-nano ceramic membranes, which can
separate the molecules of CO. and other gases. We are
steadily advancing various preparations towards our full-scale
engagement in CN business, including initiatives such as
newly establishing the CN Business Creation Division,
repositioning the Industrial Process Business Division, and
reorganizing our new product development sites.

We live in times when it is difficult to predict future trends.
However, even in these times of dramatic changes in our
environment, there is no change in our goal of pursuing
carbon neutrality. We will accelerate product development
making maximum use of our know-how accumulated through
products for internal combustion engines and complete our
transformation into the CN business. In doing so, we will
contribute to the realization of a sustainable society by
providing values unique to the NGK Group.

NGK REPORT 2024
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Digital Society Business

Basic Strategies for the NGK Group Vision: Road to 2050

© Will create synergy by concentrating product groups that contribute to a digital society, linking internal

and external information

sales of over 300 billion yen by 2030

© Expand sales of DS-related products with a focus on semiconductor-related products, and aim for net

© Develop carbon neutral products for EV/HEV and hydrogen infrastructure

Market Needs Growth Strategy

e Global increase in data traffic
e Advancement of communications
technology for Beyond 5G

e Increase in semiconductor factories
investments driven by advancements
in Al and edge computing

The Digital Society Business Group comprises businesses
related to the digital society (DS). Engaging in three segments,
the SPE Business (products for semiconductor manufacturing
equipment), the Electronic Device Business, and the New
Metals Business. Through these businesses, we will advance
the dissemination of products that contribute to resolving the
various problems facing the digital society. The most important
mission of this business group is to grow into a second core
business after the Automotive Ceramics Business. Specifically,
we have outlined the earnings target of achieving net sales of
over 300 billion yen in 2030, which would represent a
three-fold increase over FY2023.

Currently, the semiconductor and information
communications markets are struggling to see a recovery in
demand but, over the medium to long-term, these markets
are expected to see growth driven by advancements in
Beyond 5G, Al, and edge computing. We also project
demand growth and business expansion for our DS-related
products, and will work to develop high-added-value products
that incorporate our proprietary technology. NV1000 (the goal
of net sales of 100 billion yen or more from new products), is
a target we have outlined for 2030 as a milestone on our way
to realizing the NGK Group Vision 2050. To achieve this

NGK REPORT 2024

e Capture expanding semiconductor and electronic parts demand,
conduct timely capital investments, reduce costs, increase productivity
e Pursue DX (data utilization, process automation) to establish smart

o Early creation of new products: Collaborate with Corporate NV Creation
towards commercialization

Become a pillar of growth by incorporating
added value to increase competitiveness and
contribute to problem resolution for the digital
society

Senior Vice President
Group Executive, Digital Society Business Group

Hiroto Matsuda

target, we are applying a sense of urgency in our new product
development. Specifically, for DS-related products, we will
expand the CMOS package business, which is expected to
see growth in the imaging and communications sectors, and
aim for the rapid commercialization of bonded wafers, which
are used in optical communications and mobility sensors.

In the carbon neutrality domain, we are projecting demand
growth for Silicon Nitride (SN*) AMB substrates, which are
seeing growing adoption for use in the power modules of EVs
driven by increasing EV adoption. We will also consider
developing materials for hydrogen infrastructure to support the
full-scale realization of a hydrogen-based society.

As a business group that seeks to bring various new
products to growth sectors, we play a leading role in
Commercialization, one of the Five Transformations the NGK
Group is pursing towards realizing our Group Vision. We will
collaborate with Corporate NV Creation, the division in charge
of marketing, and utilize alliances and cross-sector partnerships
to accurately identify market needs and technology trends. We
will propose high-value-added products and solutions that
incorporate proprietary technology to contribute to problem
resolution in a continuously evolving digital society.

*SN: SizN4 (silicon nitride)

Energy & Industry Business

Basic Strategies for the NGK Group Vision: Road to 2050

© Expand revenues by capturing growth trends on CN-related markets to propose new social value in

electricity-related fields

increasingly sophisticated due to DS

o Global carbon neutrality trend

o Growth of renewable energy

o Promotion of digital infrastructure
development

© Stably offer society highly reliable products that support electricity infrastructure, which is becoming

Market Needs Growth Strategy

o Contribute to the realization of CN desired by customers by offering
products and services that support rapidly expanding and evolving
electricity infrastructure

o Strengthen profitability by aggressively transforming the structure of

these two businesses and efficiently utilizing assets

The Energy & Industry Business Group is comprised of a
two-business structure, the Energy Storage Business and the
Insulator Business. Under this structure, we are aiming to
contribute to society’s essential infrastructure by offering unique
products and services for the electricity and energy fields.

The issue is being successful at both offering the products
required by society and achieving profitability. Positioning
NAS® batteries, the main product of the Energy Storage
Business, as a pillar of our growth strategy, we will advance
the formation of a business model that leverages the
characteristics of these products, including their high capacity,
long service life, and long duration charging/discharging
capabilities. By expanding sales in overseas markets, where
demand is stronger, we are seeking to link shipment volume
to income generation. Recently, we received a large-scale
order through the German chemical manufacturer BASF*, with
whom we have a sales partnership. The characteristics of
NAS batteries align well with the storage needs of renewable
energy such as solar and wind power generation, which has
numerous limitations and can be influenced by the climate.
For this project, our products will enable the stable provision
of renewable energy to a green hydrogen production process,
ensuring the efficient production of green hydrogen. Moving

To realize the carbon neutrality and digital society
outlined in the NGK Group Vision, focus on the
sustainable provision of reliable products that
meet the quality and affordability demands of
customers.

Senior Vice President

Group Executive, Energy & Industry Business Group

Hiroyuki Shinohara

forward, we can expect that our partnership with BASF will
lead to additional orders received. We will leverage such
success to promote cost reductions by pursuing stable
production through process automation and timely and
appropriate procurement from parts and materials suppliers.

The Insulator Business continues to see firm demand in
regions such as US and Australia, where we have production
facilities. In Japan as well, planned power grid investments are
being implemented, so we will work to steadily capture that
demand and engage in efficient business management to
maintain profitability.

Today, there is no avoiding climate change response or
the arrival of a digital society. It is also clear that we will see
dramatic increases in demand for the renewable energy
needed to realize carbon neutrality, including applications
such as the rapid charging of electric vehicles and powering
the data centers that support Al. In this environment, we will
closely monitor ever-changing market and technology trends.
We will work to continuously provide a product selection that
supports the stable supply of electricity and the effective use
of renewable energy as we remain committed to contributing
1o the creation of a prosperous society.

*For a green hydrogen production project by HH2E AG in Germany.
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Intellectual Property Strategy

The NGK Group is aiming to expand business, increase profitability, creating new businesses

and enhancing the competitiveness of existing business through our intellectual property strategy.
We work to maximize the utilization of retained intellectual property while also promoting intellectual
property activities that contribute to our management strategy.

© What We Aim for in 2030

The NGK Group positions intellectual property (IP) as an
important management resource. Thus far, we have
supported business through IP activities focused on securing
global patent rights. Recent years have seen an increase in
the importance of investing in and utilizing intangible assets.
In addition to conventional IP protection efforts, we also
recognize the need to conduct activities focused on IP
utilization. This includes investing in intellectual property that
is aligned with our management strategy. These activities will

[What We Aim for]

Development division
Business division

Management level

Y e ®e

IP Strategy Department

Patent application Patent research

Strategy recommendations
Mergers, alliance support
Technology/industry trend research
and analysis

Activities focused on IP utilization that leads to
new business creation and securing a competitive
advantage in the future

© Promotion of IP Activities

contribute to new business creation, help us secure a

competitive advantage in the future, and contribute to the

realization of the NGK Group Vision. To this end, we outline

the following as what we aim for in 2030:

1) Three-pronged promotion of business strategy/
development strategy/IP strategy

2) Utilize tools such as IP Landscape® to promote activities
focused on IP utilization and initiatives aimed at supporting
these activities.

[IP Landscape example]
Search for new applications for NGK’s retained
technology

, Imaging compon
* i i

This is a visualization of our patent application distribution.
The contour lines forming mountains and islands represent
concentrations of patent applications. Dark colored regions
indicate that numerous applications have been filed. This tool
helps us engage in strategic IP activities by recognizing
strengths and weaknesses in our own IP activities and in the
IP strategies of our competitors.

At the beginning of each fiscal year, the IP Strategy
Department collaborates with business and development
divisions to hold IP Activity Meetings for each product or
development unit. The objective of these meetings is to have
relevant departments discuss and set IP activity goals, and
then propose IP strategy towards goal achievement. In
FY2024, we are aiming to strengthen these activities. Persons
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responsible for IP strategies in each business and
development division will lead efforts to strengthen IP
activities. We will also aggressively promote IP awareness
activities for employees. These activities will include holding
IP seminars and introducing IP analysis methods. We will also
provide business and development divisions with [P
education led by IP Strategy Department staff.

© New Business Creation and Early Commercialization

New Business Creation

Through patent analysis, we will work to create new
businesses by exploring new development domains for our
core technology and examining new applications for existing
technology.

We are also proactively engaged in DX promotion. For
example, we will use large language models (LLM) to search
for promising new markets.

Securing Competitive Advantage for New Businesses

To secure a competitive advantage for new businesses, we
steadily work to secure IP rights for our own technology and
build a strong patent strategy. With new businesses in
particular, we are promoting the utilization of a mixed IP
strategy that combines various IP rights. This includes a
focus on patent strategy related to our supply chain, including
business model patent utilization and design rights.

At the same time, we appropriately distinguish between

We will use analysis results gained from IP information to
extract candidates for collaborations and alliances related to
new businesses. This will also contribute to development and
business strategy formulation. Through such IP activities, we
will promote new business creation and early
commercialization that maximizes the strengths of the NGK
Group.

important know-how that should be kept secret, and
technology we should seek the acquisition of rights. Through
patent analysis, we also work to ascertain competitor and
technology trends. Based on those analysis results, we
provide development and business departments and
management with specific alliance candidates.

Through these IP activities, we are helping secure a
competitive advantage for new businesses.

© Strengthen Competitiveness of Existing Businesses

To maintain and strengthen the competitiveness of existing
businesses, we conduct inventory of our held patents to
ascertain the number of our right-to-practice patents and
patents with influence over other companies. Through patent
analysis for our own patents and competitor patents, we
propose appropriate IP strategy that is aligned with the
business environments of our products.

We are also engaged in a mixed IP strategy that combines
various rights, including business model patent utilization,

New Business

New business

@ Explore new development
fields for core technology

® Explore new applications for
existing products

® Extract candidates for
collaboration and partnerships know-how

New business

Securing competitive
creation advantage for
new business

® Ascertain competitor/
technology trends

@ Build strong patent network

® Determining patentability or

design rights, and trademark rights. This strategy promotes
the multifaceted protection of our business and helps increase
the brand value of the NGK Group. At the same time, we
engage in effective IP management by appropriately
distinguishing between important knowhow that should be
kept secret and technology for which we pursue rights.

Through these IP activities, we are working to maintain
and increase the competitiveness and profitability of the NGK
Group.

Existing business

Strengthen
competitiveness of
existing businesses

@ Mixed IP strategy

® Analysis of own patents/
competitor patents

@ Inventory of our retained
patents

IP Activity Meetings
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Digital Transformation (DX)

towards achieving the Five Transformations. We formulated the NGK Group Digital Vision to
accelerate the promotion of DX for the entire NGK Group. In 2030, we are aiming to be a

The NGK Group positions Digital Transformation (DX) as the driving force of our Group efforts
2o
&
corporate Group for which data and digital technology utilization is second nature.

\[€],4 up Digital Vision

What we Apply digital technologies as a key driving factor of Five Transformations to realize the
want to be Third Foundation and lead to carbon neutrality and digital society.

Transform NGK Group into a digital-oriented company by 2030

Organizational
Culture

Human Resources Digital Technology

What we
must do

® Construct data
utilization platform

® Develop next-generation
technologies
MI*2, P, CPS*

® Robust IT security

® DX enlightenment from top
management to employees
® Development of highly
skilled data scientists
1,000 employees in 2030
® Training of IT bridge
talents*" in each division

® Top management
commitment

® Cooperate and promote
with all NGK Group

® Reform all NGK

employees’ mind

Agile, Challenge

*1 Bridge talents: Human resources that can adopt measures that strike a balance between management, operations and IT

*2 Materials informatics (MI): Applying informatics (information science) such as machine learning and big data, the core technology of Al, towards new materials and
new component development

*3 Process informatics (Pl): Applying information sciences to new process development

*4 Cyber-physical system (CPS): Creating value by using real-world data to recreate virtual spaces for analysis, and then provide feedback for real-world applications

© Current Position of DX

@ Looking Back on STAGE 1

DX Promotion Roadmap

Through 2030

Transform into a company capable of the

seamless utilization of data and digital technology

STAGE
Expand DX activities to all directions Transflormatlon LeRd q§ta'
and digital technology utilization
® Realize profitability improvements at the business unit level
Through 2025 ® Transform business models on a company-wide level
STAGE
Establish a promotion system and accumulate results Digitalization of business operation
Current ® | aterally apply DX experiences within NGK
Through position ® Self-drive DX activities in business units and the field

2023 [ sTAGE 7

Build a foundation for digital utilization Digitization of analog data

® Establish a DX promotion team and develop DX professionals
® Accumulate experiences through project planning and challenges

@ Further DX in STAGE 2

From this fiscal year, we will transition into Stage 2: Establish
a promotion system and accumulate results. We will adopt
our early successes with DX promotion throughout the Group
to establish a structure for autonomous engagement in DX
activities by each division.

We will use data and digital technology to further
accelerate our existing efforts to transform manufacturing.
We also started a full-scale initiative to use digital technology
in marketing towards creating a framework for value creation
that will contribute to us achieving NV1000. Furthermore, we
will link DX activities to maximizing workflow optimization
between the headquarters and indirect departments. For

workflow optimization. Since September 2023, we launched
a dedicated internal interactive generative Al for all
employees, and are promoting the use of this tool.

As we pursue such proactive measures, defensive
measures will remain important. We will work to establish a
central global IT security structure to respond to growing
worldwide information security risks. We will also focus on
education to improve the IT literacy of employees.

With technology evolving right before our eyes, the level
of commitment to DX is a factor that will influence the future
of a company. The NGK Group is aiming for the use of data
and digital technology to become second nature for us as we

In April 2022, we outlined the NGK Group Digital Vision and a
roadmap for promotion through 2030. Centered on the three
pillars of human resources, digital, and organization and
culture, we are engaged in three-stage DX promotion
activities. FY2023 represented the final fiscal year for Stage 1,
the first step of this initiative.

During Stage 1, we worked to build a promotion structure
by establishing a DX promotion organization and developing

Progress on What We Must Do to Realize the NGK Group
Digital Vision. Recognized for our efforts, in May 2024, NGK
Was selected as a Noteworthy DX Company on the list of
Digital Transformation Stocks (DX Stocks) jointly selected by
the Ministry of Economy, Trade and Industry (METI), the
Tokyo Stock Exchange (TSE) and the Information-technology
Promotion Agency, Japan (IPA). This marks the second
consecutive year the NGK Group received this recognition.

DX human resources. We also launched and promoted

initiatives such as incorporating digital technology into

increasingly advanced manufacturing processes, materials

informatics, and cyber-physical systems. A portion of the s
results of those efforts are summarized in the table below:

DX3EB1E%2024

Digital Transformation

Progress on What We Must Do to Realize the NGK Group Digital Vision

Human Resources: - .
Development of highly skilled data 1,000 digtal-oriented

Results from STAGE 1

Human resources developed: 692

o employees rogress ahead of schedule, projecting achievement around FY2026
scientists ploy! (prog projecting )
. Construct data utilization In 2022, we introduced this data utilization platform into our domestic HONEYCERAM
Digital Technology: ; : ; : o
O platform in each business plant and then expanded adoption to overseas plants in 2023. The data utilization
Construct data utilization platform S . . ) ) )
divisions platform was also incorporated into other businesses and is currently in use.

Reduce material development | We started designing a system that will use Al, etc., to reduce development lead
lead time for all products to time for certain materials by two-thirds and increase test data output speeds by
1/10 of FY2020 level five-fold compared to previous systems.

Digital Technology:
Materials Informatics

Conducted validation testing (3 times) for production equipment operations in virtual
spaces. Preliminary validation enabled production downtime associated with facility
modifications to be reduced by one-third.

Digital Technology:
Cyber-physical Systems

Build a virtual production line
and utilize simulations

Organizational Culture: Establish DX promotion teams | Established promotion divisions in headquarters departments and certain business
Establishment of DX Promotion Sections | in all business divisions divisions
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example, generative Al is a powerful tool for promoting

TOPICS

Started Validation Testing of New Application Searches by Using Unique Al

unite towards our tireless pursuit of new value creation.

The NGK Group partnered with Stockmark, Inc., which develops and Al concept
manages Al services, to start validation testing aimed at using Al to
increase the precision and speed of new application searches for NGK
products and technology. We will promote rapid new business
creation by combining the internal and external literature of the NGK
Group, including our patents and research publications, with
proprietary Al developed by Stockmark to accelerate application
searches. ’

Previously, human analysis of massive amounts of text data was
required to conduct new applications searches cross-referencing our
fundamental technology with social issues. Using Al instead of humans
to conduct text data analysis leads to significant reductions in time o
and labor, enabling efficient evaluations of untapped markets where A
we can apply our strengths. Through validation testing, we are aiming
to generate over 100 case studies before the end of the year. From
those, we plan to identify promising potential for new applications.

Show me examples of the OO
technology used in automobile exhaust
purification being used to resolve social
issues in the OO domain.

@QBEED Social issues in the
OO domain including XX and
YY. Potential applications for
OO technology include ZZ.

*This company uses advanced natural language processing technology to support the new
business creation activities of corporations.
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Human Capital Management

As a provider of diverse solutions for society and industry, and as a corporate Group that generates
0/0\7; new value in ceramics, human capital are the source of sustainable growth at NGK. We will aim for
c>o further increases in our enterprise value by promoting efforts related to fostering human capital and
developing our internal environment, initiatives towards realizing our Group Vision.

© Basic Approach

The NGK Group is reforming our business structure by
establishing Five Transformations we must implement to
realize what we want to be in 2050: A Company to Contribute
to Carbon Neutrality and Digital Society with Our Unique
Ceramic Technologies. Among these Five Transformations,
we have placed our response to ESG issues at the core of
our management. We recognize that human resources are a
form of capital instead of a cost. Based on this recognition,
we believe that maximizing the value of our human resources
by linking our management strategies and human resource
strategies will lead to an improvement in our enterprise value
and growth.

We formulated the NGK Group Human Capital

© NGK Group Human Capital Management Policy

Management Policy, as well as the Human Resource
Development Policy and Workplace Development Policy
which embody it, in June 2023. This was based on the recent
increase in requests for the disclosure of information from
society relating to human resources and the NGK Group
Vision.

It is none other than each one of our employees who will
create new value for a sustainable society by implementing
Five Transformations to realize the NGK Group Vision: Road
to 2050. We will maximize the abilities of our employees by
providing prosperous and energetic workplace environments
to boost the human resources who will take on the challenge
of transforming the NGK Group.

The NGK Group defines “People who embrace challenges and teamwork” as one of Our Values of NGK Group
Philosophy, and we are committed to realize Our Mission: Enriching Human Life by Adding New Value to Society. The
NGK Group is committed to drive the Five Transformations to realize the NGK Group Vision, and we believe that the
active engagement of each personnel is crucial for accomplishing the Five Transformations. We define the core of the
Group’s human capital management as hiring and developing personnel to enrich team members dedicated to the Five
Transformations, and establishing an environment where each personnel can perform at full potential. Building upon this
core belief, we establish the Human Resource Development Policy and Workplace Development Policy as follows.

© Human Resource Development Policy

The NGK Group develops personnel with the following abilities and mindset required to realize the Five Transformations.

@ Cultivate advanced knowledges, skills, abilities or their combination, and proactively approach to problems

® Demonstrate teamwork and persistently lead to results

@ Autonomously grow and continuously change oneself and the company

© Workplace Development Policy

The NGK Group develops the following workplace environment where each personnel can perform at full potential.

@ Diverse and Inclusive Workplace

A workplace where everyone is acknowledged and respected, regardless of external attributes such as race,
nationality, gender, and age, as well as internal attributes such as religion, beliefs, experiences, and values.

@ Enriched and Lively Workplace

A workplace where diverse personnel can feel rewarded, stay healthy both physically and mentally, have colleagues
we respect and enjoy working with, and maintain a good work-life balance.

@ Open Workplace that encourages challenges

A workplace with open communication and psychological safety, that embraces courageous challenges for growth.
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Supporting challenges
undertaken by
the NGK Group

Aim to further improve enterprise value

and realize the Five Transformations
indicated in the NGK Group Vision by
fostering human capital based on our
Human Resource Development Policy
and proactively creating environments
that contribute to the utilization of
diverse personnel.

In response to an operating environment faced with
constant change, the NGK Group’s business strategy
will also evolve. This also drives changes in the type of
human resources we require, and we are working to
respond appropriately to these changes.

The Human Resource Development Policy defines
three types of human resources required to realize the
Five Transformations outlined in the NGK Group Vision.
There are two reasons for defining our ideal human
resources. The first is the maximization of offered value.
The value offered by the NGK Group is generated from
the knowledge, skills, and capabilities that have been
acquired by each employee within the NGK Group. Our
ability to offer even greater value depends on each
member of our Group acquiring more advanced
knowledge, skills, and capabilities. Also, teamwork is
essential to assembling those knowledge, skills, and
capabilities into a collective unit.

The second reason is promoting a sense of speed.
We live in an age of volatility, uncertainty, complexity,
and ambiguity (VUCA). As the term suggest, the world
today faces a lack of transparency that makes it difficult
to predict the future. Amid such an environment, it will
prove difficult to adapt to the speed of change simply
by waiting to act on orders received from your
superiors. | believe the key to responding to change is
that each employee constantly thinks about what is

Vice President
General Manager,
Human Resources Dept.

Masato Nozaki

required and continuously act with a sense of speed.

Our Workplace Development Policy outlines three
keywords aimed at increasing our probability of success
at realizing the Five Transformations: Diversity,
Prosperous and Energetic, and Challenge.

Essential to realizing the Five Transformations will be
human resources who drive the thinking and creativity
that lead to innovation. Equally critical is that we
incorporate the alternative perspectives and approaches
of human resources of diverse backgrounds and
experiences. The foundation for maximizing the
potential of diverse human resources is the creation of a
workplace that recognizes and respects others,
regardless of race, nationality, gender, age, beliefs,
experience, or values.

Another key factor in maximizing the potential of
diverse human resources is a workplace that is
prosperous and energetic. Motivating work, self-growth,
colleagues you can respect, physical and mental health,
compensation commensurate to your efforts, and time
you can spend with family or friends. | believe the some
of these elements promote a prosperous and energetic
work environment, and we will work towards enhancing
all of these elements as part of our path to achieving the
Five Transformations.

The commitment to challenge is also essential to
achieving the Five Transformations. Challenge is also a
driving force the individual growth and advancement of
employees. Failure is a part of challenge, and we will
work to cultivate an open corporate culture in which
employees can feel assured in challenging themselves
to new ideas and strategies without having to fear
failure.
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© Human Capital and Workplace Development Initiatives

@ Initiatives for Maximizing the Potential of Diverse Human Resources

The NGK Group hires diverse human resources based on a
basic policy of employment stability and equal opportunities,
and regardless of race, nationality, gender or sexual
preference or gender identity, age, religion, creed, or disability.
We promote diversity and inclusion policies such as work-life
balance, employment opportunities for persons with
disabilities, and enlightenment activities to promote diversity
understanding. We are also creating flexible workstyle options
such as teleworking. Additionally, we provide opportunities
for human resources to pursue diverse career paths
autonomously based on their individual interests, aptitude,

@ Health Management

An essential element of creating a prosperous and energetic
workplace is promoting the physical and mental well-being of
each employee. In 2023, we created a health management
strategy map and published revised metrics related to policy
implementation and individual awareness and behavior. This
better clarifies the correlation between management issues
and health management. We will use this map towards the

@ Specific Human Capital Development Policies
Developing digital proficient human resources

In accordance with the NGK Group Digital Vision, we are
promoting DX awareness among all employees. We are also
aiming to develop data utilization personnel (1,000 people by
2030) and develop bridge personnel. We will provide tiered
education and training based on experience and roles to
foster development. These tiers will include DX Leaders who
will promote DX in business divisions, DX Supporters who will
assist leaders, and DX Beginners who will learn data
utilization concepts and processes.

Human Capital Development Structure

and job type.

We are also focused on enhancing our workplace
environments to promote the development of the type of
human resources required by the NGK Group and ensure
those human resources are able to apply their respective
skills. We conduct annual organizational vitality surveys to
ensure we are providing workplace environments that make
employees feel comfortable and motivated. We ascertain the
opinions and requests of employees at each location to
identify problem points and the need for improvements.

more effective implementation of our policies. We will
implement health management policies with a focus on
reducing total labor hours, reducing the number of high-
stress individuals, and improving manager literacy. We will
also enhance our education and health guidance for
individual employees to promote awareness and activities
aimed at maintaining and improving individual health.

Innovation training

In this rapidly changing business environment, we conduct
backcasting from the SDGs and social issues to provide
innovation training that helps employees learn key points
related to the creative thinking process. This leads to
innovation and the process of conceptualizing new
businesses. We will also establish a proposal system through
which themes generated through this training can be linked
to new business creation.

Applicable to
At time of hiring or promotion

Selective
5 Eromotion Key enroliment | enroliment
personnel

Group Philosophy

Mission Group Vision

Vision Corporate Business Principles
Value and Code of Conduct

ESG Management

Advanced knowledge, skills,

and capabilities
Human Resource P

Development Policy Teamwork

Autonomous, transformative

Respect for diversity

lenden uewnyH

Prosperous and energetic

Workplace workplace

Kalj0d Juswabeue|y

Kaljod ‘uoisip dnouy) ‘Aydosojiud

Development Policy
Challenging and open
workplace

Compliance

Compliance Matters

Safety, quality, environment

@ Group-wide education @ Division-specific education
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Promoting ESG Management

NGK Group Basic Sustainability Policy

Since our founding, the NGK Group has worked to solve
social issues through our unique ceramic technologies.
Based on the NGK Group Philosophy of Enriching Human
Life by Adding New Value to Society, we aim to continue
contributing to the realization of a sustainable society and to
earn the trust of society by meeting its expectations toward

ESG Action System

us. We have incorporated this thinking into the NGK Group
Basic Sustainability Policy in April 2023.

i NGK Group Basic Sustainability Policy
g https://www.ngk-insulators.com/en/info/
policies/sustainability.html

LINK |

ESG (Environmental, Social, Governance) is central to the
management of the NGK Group.

In 2019, the ESG Committee was established as a body
for information sharing, opinion exchange and policy
discussion among senior management. In April 2022, the

ESG Action System

Development and

I Compliance
Commercialization P

| Capital Investments | | Internal Control

Security Export Control/
Specified Export and
Customs Clearance Control

Environment, Safety & Health

i
i
i| Quality || HR
i

Key ESG Activity Themes

ESG Committee was reorganized as the ESG Management
Committee, which is chaired by the President, as a body
reporting to the Board of Directors for strengthening initiatives
on sustainability issues that incorporate elements of ESG and
the SDGs.

Board of Directors

Executive Committee

ESG Management Committee

(Individual agenda items)

Chair: President
Administrative Office: ESG Management Department

Environment Action Subcommittee

Governance Subcommittee

Supply Chain Subcommittee

Social Contribution Activities Subcommittee

The NGK Group defines materiality based on the NGK Group
Basic Sustainability Policy. And we work to enhance the
effectiveness of governance to serve as the foundation of
value creation as we promote environmental and societal
initiatives.

i Materiality
g i https://www.ngk-insulators.com/en/

Materiality

e |nitiatives for climate change

* Promotion of resource recycling

e Prevention of environmental pollution

e Conservation and restoration of biodiversity

e Pursuit of quality and product safety

e Contribution to digital social infrastructure
S | e Enhancing value of human resource

e Respecting human rights

e Promotion of sustainable procurement

Foundation of Value Creation (Governance)

e Compliance ¢ Risk management

sustainability/materiality.html G « Corporate governance
LINK
Endorsement and Participation in Initiatives
Based on our corporate policy, NGK is striving to provide
better value through our business activities to help achieve a WE :}\’:’:0“
sustainable society. We are actively involved in international g" “f% I

E \ % CLIMATE A

initiatives to help resolve global social challenges as a \ .5)’1} REII 00 | GROUP ~VvCDP
responsible corporate citizen. =~
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Initiatives for Climate Change

Information Disclosure Based on TCFD Recommendations

Metrics and Targets

We drafted the Carbon Neutrality Strategic Roadmap to
promote goal achievement that will enable us to realize the
NGK Group Environmental Vision. We set milestone targets
ahead of our 2050 goal of net zero CO, emissions for the

entire Group. These milestone targets call for a 550,000 ton

reduction in emissions by 2025 (25% reduction compared to
2013 (reference year)) and a 370,000 ton reduction by 2030

(50% reduction compared to 2013).

In February 2020, the NGK Group announced our support for
recommendations issued by the Task Force on Climate-Related
Financial Disclosures (TCFD) created by the Financial Stability
Board (FSB). We are currently evaluating how to apply the
TCFD framework towards resolving issues facing our Group
operations, such as the risks and opportunities posed by
climate change, and towards necessary information disclosure.

Governance

The Task Force on Climate-Related Financial Disclosures (TCFD) was established by
the Financial Stability Board (FSB). Many Japanese companies chose the G20 Osaka
Summit in June 2016 as an opportunity to express support for the task force (1,488
companies and organizations as of November, 2023).

In April 2021, we announced the NGK Group Vision: Road to
2050. In this Group Vision, we position responding to ESG
issues as a core management theme and outline the goal of
being a company that contributes to carbon neutrality and the
digital society using our ceramic technologies. Recognizing
climate change response as one of the highest-priority issues
to achieving sustainability for our planet, we drafted the NGK
Group Environmental Vision as an extension of the NGK Group
Vision. In this Environmental Vision and our Carbon Neutrality
Strategic Roadmap, we outline achieving net zero CO,
emissions for our business activities by 2050. Specific activities
include setting management metrics and goals for each fiscal
year of our 5-Year Environmental Action Plan. Our ESG
Management Committee chaired by the President deliberates
on these metrics and goals at least once a year, and issues
reports to our Board of Directors. We also have incentivized
CO, emissions reduction by adding achievement benchmarks
to the performance-linked bonus evaluation criteria for
Directors and Executive Officers.

Members from relevant divisions participate in Environment

Framework Related to Climate Change Response

- Board of Directors

Development and .
o Compliance
Commercialization
| Capital Investments | | Internal Control

Security Export Control/
Specified Export and
Customs Clearance Control

Environment, Safety & Health

i
i
E | Quality | | HR
i

Strategy

Action Subcommittee within the ESG Management Committee
to evaluate measures for information disclosure based on
TCFD recommendations. The subcommittee’s results are then
deliberated by the ESG Management Committee before being
reported to the Board of Directors. This subcommittee is also
focused on achieving carbon neutral business activities by no
later than 2050, one of the goals outlined in our Action Plan.
The subcommittee works towards this goal by also promoting
measures such as energy saving and furnace fuel conversion
from fossil fuels to carbon-free fuel.

The ESG Management Committee submits reports on its
deliberations, including ESG issues such as our disclosure
response for the CDP, to the Board of Directors (at least once
per year).

NGK Group Vision [=]*
https://www.ngk-insulators.com/en/info/
vision/

A0
=

=
NGK Group Environmental Policy, Environmental Vision [&li
https://www.ngk-insulators.com/en/
sustainability/environment-vision.html

Executive Committee

(Individual agenda items)

ESG Management Committee

Administrative Office: ESG Management Department

Environment Action Subcommittee

i
: Chair: President
1
i

@ Particularly Important Risks and Opportunities

We have identified risks and opportunities in line with the
TCFD categories for each time frame and scenario. We
conducted qualitative assessment of the magnitude of
financial impact of each risk and opportunity with reference to
the risk assessment criteria of all Group companies. We also
quantified the financial impacts for some items that were
thought to have a certain impact and could be quantitatively
assessed based on these scenarios.

Furthermore, this scenario analysis is not a forecast of

NGK REPORT 2024

NGK Group performance, but rather analyzes the impacts of
the risks and opportunities posed by climate change on the
NGK Group under each scenario. It is intended to be used in
considering strategies and responses from here on out. The
information used to calculate these financial impacts is the
information available at the time of the examination, and
contains uncertainties and assumptions.

*Information on the risks and opportunities of shifting to a carbon neutral society (1.5°C
scenario) and the physical risks and opportunities associated with the emergence of
climate change (mainly the 4°C scenario) is provided on P51-52.

Carbon Neutrality Strategic Roadmap

co,
(10,000 et one 2019
870,000 2030
" N Accelerate global renewable energy and

370.000 hydrogen/CCU/CCS infrastructure
’ development with our technology to
move toward net zero.

N
1

50 2013
730,000

FY2013 FY2020 FY2025 FY2030 FY2040 FY2050
(Reference year) (Fiscal year)

Net zero

.

Four Strategies of the Carbon Neutrality Strategic Roadmap

SOEC Honeycomb structural reactor
Development and Sub i (solid oxide is cells) for synthetic fuel
provision of carbon \ \ \
neutrality (CN)-related
Strategy products/services :::eg Develop and provide carbon neutrality-related products
CCU/CCS/hydrogen related P4 X P4
and renewable-energy related Zinc rechargeable batteries  Subi i ic CO, ion module

for industrial exhaust gas

Top-down enhancement

Strategy

Accelerate capital expenditures
by introducing in-house
carbon prices

Promotion of
technical innovation
Fuel conversion to hydrogen, etc. Technical development
and own verification/application

of CCU/CCS

Strategy

Expanded use of

renewable energy

Own photovoltaic power generation

4 installation utilizing NAS® batteries/
zinc rechargeable batteries and
renewable energy procurement

Strategy

We drafted our fifth 5-Year Environmental Action Plan to help
realize the NGK Group Environmental Vision. This plan
outlines targets for the environmental activities we will
conduct between FY2021 and FY2025.

The objective of this Plan is to make it easy to understand
our progress towards net zero by 2050 and our 2030

¢ NGK Group Environmental Policy,
Q :  Environmental Vision

i https://www.ngk-insulators.com/en/
LINK sustainability/environment-vision.html

5-Year Environmental Action Plan
https://www.ngk-insulators.com/en/
sustainability/environment-plan.html

of energy-saving Introduction of high-efficiency equipment (low-temperature waste heat recovery)

|

DX for productivity increase and energy management

i

Application to production equipment

Introduction of Renewable Energy by the NGK group

Procurement of renewable energy

|

milestone target of a 50% reduction compared to 2013. As
part of our initiatives to expand our use of renewable energy,
we set new targets for renewable energy utilization rates that
we apply to electricity consumption for the entire Group. We
also set targets to increase the number of products registered
as carbon neutral-related products.

CO, emissions (ESG data)
https://www.ngk-insulators.com/en/
sustainability/data.html
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Particularly Important Risks and Opportunities

(1) Carbon Neutral Society Transition Risks and Opportunities (1.5°C scenario)

Category Summary of assumed scenario Business risks & opportunities Details of risks & opportunities _ Response strategy Financial impacts

* Rapid reduction in emissions required to
achieve carbon neutral by 2050.
e Adoption of carbon pricing against CO»

Increased cost of responses
to further reduce
greenhouse gas emissions

Risks

Incurring response costs related to equipment
replacement and upgrades for energy saving, renewable
energy procurement, electrification of energy sources,
and energy conversion from natural gas as a furnace fuel

* Trend and prediction monitoring for the regulations and carbon pricing systems of various
countries

* Promote enhanced energy saving, technological innovation, and initiatives toward expanding the
use of renewable energy in line with the NGK Group Environmental Vision and Carbon Neutrality

Financial impacts of energy conversion/carbon
pricing (increased expense)*’
FY2025: -2.0 bil yen

® Customers are increasingly demanding
renewable energy adoption and reductions

Decline in trust from
stakeholders due to delays

Risks

Delays in climate change measures will have a negative

® Ascertain customer demands and implement responses accordingly

Pchggll emissions of our company or our supply to fuels sources such as hydrogen or ammonia. f;gr_tt;% Strategic Roadmap FY2030: -5.8 bil yen
chain. * Monitor supply status of fuels with low greenhouse gas emissions FY2050: -12.3 bil yen
2030: 130%$/t- CO; Increased costs due to Costs increase due to adoption of carbon pricing on » Promote greenhouse gas emissions reductions in accordance with Supply-Chain CSR Guideline | (Reference: Impacts of carbon pricing without
2050: 250%/t- CO» adoption of carbon pricing company emissions and emissions along the upstream » Expand Scope 3 calculations and range of disclosure, conduct life cycle assessments (LCA) for reductions: -5.9 bil yen to -17.7 bil yen)
of our supply chain major products to identify reduction targets
 Increased competitiveness by advancing proprietary
Growing battery demand leading to decline in | Risks and opportunities technology development
grli:tesl for Xalchargelabliwmhlumqon and ogher ?ssr:) C"Tted \.Nlth ba?tery d * Increased storage battery needs Medium- to * Monitoring of trends in technology innovation We are currently carrying out qualitative studies
atieries. /450 seeing the emergence ana. echnology Innovation an - . ; : long-term * R&D advancement due to the lack of quantitative indicators.
adoption of new battery technology with high | the emergence/adoption of Competitiveness of our technologies will decline as
added value. new technology competitors advance proprietary technology
Technology development
. * Monitoring of technology innovation and market trends ) - w0
Rapid growth in CO, capture volume in x;tggggxgggt\i/gg ct))fy » Growth in CCU/CCS market will increase business Medium- to ¢ Business expansion in the CCU/CCS market, new product development promotion marketing, E?Sgg';l |m;i%ctt)s” 3feSCUS—reIated products
various sectors, including fuel production, CCU/CCS (COs capture opportunities for our ceramic products (sub-nano long-term business schemes, promotion of New Value 1000 to accelerate new product development FY2080: +14 bil yen
power generation, and industry. utilization, and storage) ! ceramic membranes, etc.) e Research, development, and provision of subnano-ceramic membranes, solid oxide electrolysis FY2050: +270 bil yen
’ cells (SOEC), and the establishment of carbon cycles to use them. '
* |In the short-term, vehicle emissions * Inthe short term, dgmanq folr catalyst substrates for ) * Monitoring of regulatory, market, and demand trends
restrictions will be stricter, increasing pontroll|ng automolnve emissions and NOx sensors will ¢ Plan and implement production and capital expenditures in response to the plans of automobile Financial impacts of automotive-related
demand for improved fuel economy. Increase dge to stricter exhaust gas regulanoer. manufacturers ducts? P
® In the medium- to long term, the proportion | Changes in demand for ° Ir? the medium- to long-term, demand for gallium Short- to e Cover decline in demand for internal combustion engine vehicles due to tougher exhaust gas E:;) ue S i
of electric vehicles (EVs ) and fuel cell automotive parts hltrldg (GaN) wafers, DCB and AMB substrates, and long-term regulations by increasing the number of new products and high-performance products Fygggg +g(5) gll yen
vehicles (FCVs) in automobile sales will rise beryllium copper alloy for EVs wil increase. e Expand adoption of gallium nitride (GaN) wafers, beryllium copper alloy, and DCB and AMB FY2050: 2 a4 b!l yen
rapidly, apd the proport?on of ipterna! ) Demand for products for internal combustion engine substrates for EVs and plug-in hybrid vehicles (PHEVS) . C fryen
combustion engine vehicles will decline. vehicles will decline over the medium- to long-term * Develop and offer products for heat management in EVs, new products for synthetic fuels, etc.
Market ® , .
The capacity of power storage batteries and ¢ Eg;izsrgga%??;gggg;gAs batteries and Zinc ¢ Monitoring of power policies and customer trends in each country Financial impacts of battery-related products*?
e ) ) Increased storage battery - . e . Short- to ® Enhance production systems in response to growing demand FY2025: +23 bil yen
demand for lithium-ion rechargeable batteries d * Increased business opportunities in the heating and ) . : ) .
) ) emand ’ TR long-term ¢ Provide new value through solutions services FY2030: +33 bil yen
for EVs will rapidly expand. Lefractory business for lithium-ion rechargeable « Commercialize Zinc Rechargeable Batteries FY2050: +68 bil yen
atteries '
Demand for semiconductors will increase with | Growth in demand for Increased demand for parts for semiconductor * Monitoring of de”.‘a”d trends . . . L .
electrification in various fields such as industry | semiconductor-related manufacturing equipment and electronic parts/metals in Short- to * Enhance production systems in response to growing demand We are ourrently carrying out qualitative studies
. - f . long-term ® Partner with semiconductor manufacturing equipment manufacturers, increase facility capacity, due to the lack of quantitative indicators.
and transportation. products the digital society business personnel, facility systems, efc. &s necessary
. . Imbroving assessments b Assessments by stakeholders can be improved by
® Regular and growing trend of investors and proving Y " proactively responding to climate change and providing
financial institutions factoring climate change contnblutmg to carbon UOIES products and services that contribute to carbon . . ) ) -
risk into investment decisions and requiring neutrality neutralty. ® Business structure conversion, one of the goals ogtlmed in the NGK Group Vision . o .
Reputation lenders to set SBT. ' Short- to * Promote measures to reduce grger}houge gas emissions We are currently carrying oyt qua!ltatlve studies
long-term e Conduct information disclosure in line with the TCFD framework due to the lack of quantitative indicators.

in CO, emissions.

in responding to climate
change

impact on brand, capital procurement, transactions, etc.

(2) Physical Risks and Opportunities Associated with Advancing Climate Change (mainly 4°C scenario)

Category Summary of assumed scenario Business risks & opportunities Details of risks & opportunities _ Response strategy Financial impacts

* Frequency of flooding increasing in regions
such as Japan and Asia.

Impact of wind and flood

e Increasing impact of factors such as property damage
to facilities and machinery caused by wind and
flooding, profit losses due to the suspension of

; i Risk: ) o . )
Acute e The frequency of violent typhoons gjm?giﬁ;::otones and business, and difficulty in employees coming to work.
increasing. pply e Supply chain disruption due to increased wind and
flood damage
® Increased storm surge risk, increased property
Elianis Sea levels continue to rise. Impact of storm surge on damage and profit losses due to flood damage

coastal factories

e Costs incurred for measures such as height elevation
and barriers and relocation

Short- to
long-term

Medium- to
long-term

¢ Flood risk assessments for major sites including future climate

¢ Create and promote BCP (Business Continuity Plan), including for supply chains

¢ Create a structure that enables global substitutions by decentralizing sites

® Prepare for supply chain disruption by evaluating alternative procurement methods in advance
(focus on production areas with high disaster risks)

e Evaluate the flood risk assessments of major suppliers

Changes in our company’s financial impacts
(expected value) due to floods and storm surges
affecting our plants and suppliers*

Currently 3.1 bil yen

FY2025: -70 mil yen

FY2030: -100 mil yen

FY2050: -540 mil yen

*1 We set certain assumptions and premises about things like future business expansion based on the parameters (carbon price, energy unit price, power source mix, etc.) of scenarios in the
International Energy Agency (IEA) Net Zero by 2050 report (2021 edition). Then we combined the costs of energy conversion and energy saving with carbon prices for greenhouse gases to
calculate the amount of financial impact on profits.

*2 We used certain assumptions and premises to estimate our market share based on changes in the automobile, CCU/CCS, and battery markets according to scenarios in the International Energy
Agency (IEA) Net Zero by 2050 report (2021 edition). We then estimated the impact on sales of some products compared to the present to determine financial impacts.

*3 SBT: Abbreviation of Science-based Targets, which is an initiative that requires companies to set targets for reducing greenhouse gas emissions based on scientific evidence.

NGK REPORT 2024

*4 Drawing on location information for our plants and major suppliers, we used a simulation that employed the Climate Score Global (CSG) model developed by Jupiter Intelligence in the United
States to evaluate the inundation depths caused by flooded rivers and storm surges at a resolution of 90m. Based on this evaluation, we calculated the expected amount of financial impact on
profits by tallying up the value of losses to our company due to asset losses at our plants and losses due to shutdown of our plants and major suppliers. This expected value is an index calculated
from the amount of losses due to floods and the probability of flood occurrence in a given year. The loss amount is estimated based on a uniform damage rate according to depth of inundation
and does not reflect the disaster preparedness measures in place in the areas where sites are located.
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Improving Enterprise Value

Upgrade Non-financial Value >>> Biodiversity

Biodiversity

Information Disclosure Based on TNFD Recommendations

Our society and its economic activities depend on nature and
its blessings. But nature is said to be in rapid decline
worldwide. Amidst a growing sense of urgency and
awareness of the importance of restoring nature, the
Kunming-Montreal Global Biodiversity Framework (GBF) was
adopted at the 15th meeting of the Conference of the Parties
to the Convention on Biological Diversity (COP15) in 2022. It
sets a common global goal of being nature positive, which
means taking action to stop and reverse the loss of
biodiversity by 2030.

Since nature-related issues may have an impact on the
NGK Group’s business activities themselves, we believe that
it is important to ascertain how our business relies on nature

Objectives of Disclosure

throughout our entire value chain, and what kind of impact
our business is having on nature. In the NGK Group
Environmental Vision, we set the idea of harmony with nature
as one of our most important issues. And NGK aims to
operate in harmony with nature by minimizing its
environmental impact on ecosystems and raising awareness
among each and every employee through awareness-raising
activities.

Also, in January 2024, the NGK Group declared that we
would begin early disclosure as a TNFD Early Adopter*'.

*1 Companies and organizations that will begin information disclosure by FY2025 (As
of January 2024: 320 companies in 46 countries, 80 of them Japanese)

Through proactive TNFD disclosure, NGK will make clear the
interface between the NGK Group’s business activities and
nature, ascertain the importance of our dependencies and
impacts on nature, as well as related risks and opportunities,
and meet the expectations of society and stakeholders. In

addition, through disclosure the entire Group will promote
nature-related initiatives, which will help to achieve the goal of
coexistence with nature espoused in the NGK Group
Environmental Vision and bring about a sustainable society.

Ascertaining Points of Contact with Nature at NGK Group Production Sites

We evaluated the points of contact with nature for the NGK
Group’s production sites. In our evaluation, we used a variety
of data on the importance of biodiversity and the integrity of
ecosystems*2. This includes big data on biodiversity based
on the academic expertise of Think Nature Inc. Concerning

physical risks for water, we also used databases related to
water risks, pollution, etc.

*2 This is an indicator of ecosystem health, and it can be said that areas with advanced
urbanization have low ecological integrity.

@ Results of Evaluation of Importance of Biodiversity and Integrity of Ecosystems

The NGK Group evaluated the importance of biodiversity and
integrity of ecosystems at 49 of our production sites in Japan
and around the world. As the figure on the right shows, many
of our production sites are in areas where biodiversity is very
important (areas with many rare and endemic organisms) and
areas where the integrity of the ecosystem is low (areas with
a high degree of ecosystem loss). In addition, you can see
that some sites are in protected areas (IUCN Category IV:
Habitat/Species Management Areas*?) or within a 500-meter
radius of areas that are important to biodiversity. We work to
prevent environmental pollution and improve environmental
conservation by ensuring NGK and relevant sites abide by
environmental laws and other requirements, and by instituting
our own voluntary standards. Going forward, we will select
several sites on a priority basis for detailed analysis, taking

@ Physical Water Risks

In the same way, we evaluated 49 NGK Group production
sites inside and outside Japan. The results confirmed that
there were no high-risk sites in terms of water pollution. On
the other hand, it was found that some sites were high-risk in
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into account the results of this survey and business details of
each site.

*3 Categories of protected areas aimed at protecting and restoring important plants,
animals, and habitats at global, national, and regional levels.

Many rare and
endemic species

= 45 sites 3 sites
E
g o
=&
® >
© 3
< o, 1(site 0 sites

Few rare and
endemic species

Integrity of
Ecosystem

Untouched nature
remains

Advanced
urbanization

terms of the risk of water-related disaster and water stress.
Based on these results, we will select several sites for
detailed analysis in the future.

Overview of Nature-Related Risks and Opportunities

We referenced the risk classification in the TNFD
recommendations, and confirmed the specific risks and
opportunities currently expected based on the primary

nature-related dependencies and impacts for the entire NGK
Group. First, the table below shows the primary nature-related
dependencies, negative impacts and risks expected at present.

Primary Nature-Related Dependencies, Negative Impacts, and Risks

* Dependence on water resources for raw material

¢ Water shortages due to excessive water withdrawal and climate

Physical Acute/ extraction and manufacturing processes change
Risks Chronic » Dependence on climate regulation, * Disasters due to decline in climate regulation, disaster mitigation,
disaster mitigation, and soil stability and soil stabilization capacity
* Dependence on natural resources e Increasing prices due to restrictions on resource extraction and
¢ Land changes due to raw material extraction land changes
Policy * Water use  Increasing water prices due to restrictions on water withdrawal
. ¢ Increased handling costs due to strengthening of obligations for
* Emissions of pollutants . : . ’ z
. information disclosure regarding pollutant emissions, water, and
- o \Water pollution )
Transitional raw materials
Risks

* Natural resource use
Market ¢ Land changes due to raw material extraction
* Water use, water pollution

e Increasing prices of sustainable raw materials
(recycled materials, certified materials, etc.)

 Factory land use
* Emissions of pollutants
* Water use

Reputation/
Liability

e Deteriorating reputation and decline in sales due to generation of
pollution and water pollution, and excessive water use
* Increasing costs due to legal claims such as fines

Nature-Related Positive Impacts from NGK Group Products

Positive Impacts on Nature

Climate Land Resource I I
Contamination/Decontamination
Business Details brod change |use changes use . .
Greenhouse | Terrestrial Other Air pollution other Soil Water
gas ecosystem| resource Waste | than greenhouse ollution Al
emissions use use gases P P
. Ceramics for exhaust gas
Automo'tlve ST [ J ([ [ ] o [} o
Ceramics
Business NOx sensors [ ] o [} ([ [ ] [ J
i Industrial heating systems,
Environment Refractory products ® L L ®
Business Memb o
@i ) embrane separating
P Industrial . [ J [ J ()
Process High-t i e
B igh-temperature dus
collector ® L] [ ] (]
Low-level radioactive waste
treatment units ® g L
. Ceramics for semiconductor
HPC Business . . [ ]
manufacturing equipment
Digital Electronic ®
Society Devices Business ELSICE b ALy ® ® Ll
Business .
] PEC Business AMB and DCB substrates o [ }
p
Special Metals and | Special metals and mold PS °® PY
Mold Business products
Energy & Energy Storage | \zse patteries ° o °
Industry Business
Business
Group Insulator Business | Insulators [ ] o [ ]

Future Initiatives

Moving forward, the NGK Group will reassess our
dependence and impact on nature as well as our risks and
opportunities related to nature. This assessment will be
based on the characteristics of our business operations and
production facilities combined with the objective results of
our recent evaluation. In particular, the assessment of our
dependence and impact on nature will focus on whether or
not our actual use of water resources and land use causes
an environmental impact. On the subject of the connection
between production facilities and nature, we will carefully

examine the actual impact our operating activities have on
nature. In addition to these detailed surveys, we will also
enhance four pillars of information as we prepare to provide
information disclosure for 14 categories based on TNFD
recommendations in FY2025.

¢ Response to TNFD
Q https://www.ngk-insulators.com/en/

i sustainability/environment-tnfd.html
LINK
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Respect for Human Rights

Basic Approach

Concerning respect for human rights within NGK Group
business activities, our relationship with employees has been
governed by the NGK Group Corporate Business Principles,
and our relationship with suppliers has been governed by the
NGK Group Supplier Code of Conduct. In April 2021 we

NGK Group Human Rights Policy
https://www.ngk-insulators.com/en/info/
policies/humanrights.html

NGK Group Corporate Business Principles and
Code of Conduct

NGK Group Supplier Code of Conduct [EEn

https://www.ngk-insulators.com/en/resource/ i
ﬁ* F
[Op3h T

pdf/info/supplier_coc_en.pdf

Management System

established the NGK Group Human Rights Policy as a
separate policy on human rights. This not only clarifies our
messaging both inside and outside of NGK, but accelerates
our efforts to respect human rights.

Related Policies and Approaches

Statement on the UK Modern Slavery Act Ok 20|
https://www.ngk-insulators.com/en/info/policies/ b
msa.html O] o3

Respect for Human Rights

Respect for the Human Rights of Children
Compliance with Local Labor Laws
https://www.ngk-insulators.com/en/
sustainability/society-humanrights.html

In April 2020, we established the HR Committee as a
cross-sectoral, deliberative body chaired by the Director
responsible for the Human Resources Department and
tasked with ensuring that corporate activities have a stronger
focus on human rights and that important personnel issues
are addressed by the NGK Group as a whole.

Two committees work to promote initiatives that ensure
respect for human rights. For the NGK Group this is the HR

@ NGK Group Supplier Code of Conduct

The NGK Group requests that all Group suppliers reinforce
respect for human rights along the supply chain in
accordance with the NGK Group Supplier Code of Conduct.
Please see Promotion of Sustainable Procurement for details.

Promotion of Sustainable Procurement = P.57-58

Overall Picture of Initiatives for Respect for Human Rights

Human rights due diligence

Human rights
risk assessment

Committee, and for our supply chain it is the Supply Chain
Subcommittee of the ESG Management Committee. These
committees coordinate and cooperate with related committees
and departments on such initiatives, according to their content
and importance. Meanwhile, the managing director of the HR
department regularly reports to the Board of Directors
concerning the status of their implementation, and the Board
of Directors overseas the status of implementation.

Supply Chain Management
Q :  https://www.ngk-insulators.com/en/

sustainability/society-scm.html

LINK
NGK Group Supplier Code of Conduct [Of 0]
https://www.ngk-insulators.com/en/resource/ i
pdf/info/supplier_coc_en.pdf En} di

susgem

Unification with internal departments

sauydiay

and procedures and implementation
of appropriate measures

Human Rights Due Diligence

@ Human Rights Risks Accompanying Group Business Activities

NGK regularly conducts a self-assessment survey based on
the RBA* Code of Conduct on ourselves and our Group
companies in and outside of Japan. In FY2023, a total of 40
companies including NGK underwent the self-assessment
survey with a total of 55 questions in the three categories of
labor, health and safety, and ethics.

As a result, no violations of the laws or regulations of
each country were found. On the other hand, we confirmed

@ Human Rights Risks to Employees

Concerning human rights risks to employees, we accept reports
and queries about human rights through our internal
whistleblowing desk, and receive reports from Group
companies once every 6 months through the Human Rights
Grievance Survey or the Legal Risk Management Report. In

@ Human Rights Risks to Supply Chain

Grievance Mechanisms

multiple instances of issues which, while legal, do not comply
with the RBA Code of Conduct. We recognize that these are
human rights issues requiring our attention. Based on that,
we will consider our response while taking into account the
laws/ordinances, customs and practices of each country.

*Responsible Business Alliance: Focusing primarily on the electronic equipment industry,
the RBA establishes standards and conducts audits with the aim of promoting safe
working environments, worker protection, and environmental responsibility.

FY2023, we received 27 reports related to human rights from
the entire NGK Group. We are handling these with fact-finding
investigations, rectification, instruction, and warnings. Once
every two years we also conduct a Corporate Risk Survey (CRS)
to identify latent risks.

Promotion of Sustainable Procurement = P.57-58

NGK has established a whistleblowing desk (helpline) which
can be used by all officers and employees of NGK and our
Group companies in Japan. In addition to enabling anonymous
consultations and whistleblowing, we work to protect
employees from disadvantageous treatment due to having
sought out consultation concerning whistleblowing or engaged
in whistleblowing. At overseas Group companies, we have
established effective whistleblowing systems that are made
available to all officers and employees. This includes
consultation and whistleblowing mechanisms structured to suit
the conditions of each country. For example, our Group
companies are establishing mechanisms to receive inquiries
and reports which can be used by all officers and employees
to suit the actual circumstances in their countries.

Moreover, we have established the Supplier Helpline to
accept inquiries and reports from suppliers. Together with
this, we are capable of receiving inquiries and reports from all
our stakeholders through the Contact page on the NGK
website.

When we receive an inquiry or report relating to human
rights, the Human Resources Department provides remedies
for the affected parties if we confirm human rights have been
affected upon discussions with the Group Compliance
Department and other related departments. Depending on
the severity of the consultation or whistleblowing, reports are
then issued to the Compliance Committee, HR Committee,
and ESG Management Committee.

i Whistleblowing system
i https://www.ngk-insulators.com/en/

: sustainability/governance-compli-structure.
LINK html#sec04

Supplier Helpline
https://www.ngk-insulators.com/en/info/
procure/helpline.html

Contact Page on the NGK Website [Of-"=A0]
https://www.ngk-insulators.com/en/contact/ :

System for Responding to Grievances and Correction/Redressal

Reporting, approval

ESG Management <
Committee

HR Committee

All grievances relating to human rights

< Discussion by Human Resources Department/
Matters that must be handled Group Compliance Department
by the Compliance Committee +

Human Resources Department

< ¢ Harassment issues ¢ Freedom of association and
Confirm and * Discrimination issues activity

discuss e Excessive work hours, days off e Occupational Safety and Health
e Child labor, forced labor e Policy on conflict minerals, etc.
* Minimum wage, unpaid wages

A

Compliance Committee

o [dentification as material issues (materiality)
* Handling in the ESG Management Committee,

¢ Assessment of the actual and latent risks with
SAQ for NGK, Group companies and suppliers

e Assessment of the actual and latent risks with Compliance Committee and HR Committee
grievance survey forms and employee  Reflection in the NGK Group Supplier Code of
questionnaires Conduct

Confirm every 6 months

Investigation and Redressal

:

Business Division
Purchasing Department
Legal Department
Group Compliance

Move through the PDCA cycle
for continuous improvement

Follow-up survey

Information disclosure

Department

e Disclosure in the NGK Report and on our

sustainability website follow-up on the improvement situation

Se 4ons sysap BUIMO|GBISIUM JO JUBWIYSI|ORIST o
s8ouBASLIB 8|puUBY O} WISIUBYOSW B JO UOIONIISUOD) e

® Regular implementation of SAQ and ‘

Aoijod spybu uewny ayy JOo MalAa) pue uole|NWIo
ay} 1o} a|qisuodsai syuswpedap Ym uoiesadoo) e

Grievances regarding Human rights due Cases resolved at
Stakeholder engagement human rights diligence Group companies
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Promotion of Sustainable Procurement

Basic Approach

Our policy hinges on the three principles of Open and Fair,
Partnership, and Relationship with Society. In line with this, the
NGK Group has established a policy for promoting fair and
honest business transactions and helping to ensure
prosperous relationships with the suppliers in our supply chain.

In March 2024, we revised our basic purchasing policy
into the NGK Group Procurement Policy to codify the details
more specifically on its initiatives, while maintaining its existing
principles.

Promoting CSR Procurement

In 2021 we submitted a Declaration of Partnership
Building as advanced by the Cabinet Office Small and Medium
Enterprise Agency. We continue to promote partnership with
our suppliers as well as fair and honest dealing.

i NGK Group Procurement Policy
g https://www.ngk-insulators.com/en/info/
policies/#procurement

LINK |

In response to growing societal demands for CSR in the
supply chain, the NGK Group is promoting CSR procurement
and sustainable procurement. We select suppliers which

@ Supplier Code of Conduct

In FY2010, the NGK Group established the NGK Group’s
Supply-Chain CSR Procurement Guidelines which cover the
entire Group.

Thereafter, we added items based on societal changes
and new global issues, and in July 2024, we conducted a
complete review of the contents and reworked it into the
NGK Group Supplier Code of Conduct.

We periodically ask our major suppliers to comply with

have CSR initiatives and ESG Management. And we procure
materials and services which consider environmental and
social impacts.

this code of conduct when starting new projects or
continuing current ones.

i NGK Group Supplier Code of Conduct [m] e ]
g https://www.ngk-insulators.com/en/resource/ i
i pdf/info/supplier_coc_en.pdf En} H

LINK

@ Enhancement of Group-Wide Cooperation and Procurement Capabilities

Within the NGK Group, we work to strengthen the
procurement capabilities and ensure good governance for
the Group as a whole through a number of approaches,
including sharing information among Group companies and
undertaking joint initiatives aimed at various procurement
matters. Based on each company’s purchasing system and
transaction situation, we clarify issues and provide support
and reinforcement, such as collective purchasing of common

History of CSR Procurement

Policy Formulation Enhancing

and Disclosure Operations

2010 2013

% Create Supply-Chain
CSR Guidelines

*Integrate Green

*Fact-finding survey using
CSR Self-Check Sheet

% Disclose Basic Purchasing Policy

Enhancing Operations and
Understanding the Actual Situation —Improve Quality

materials, sharing cost and supplier information, and
introducing domestic supplier management methods to
Group companies.

We will continue expanding the use of collective
purchasing, standardizing supplier management methods,
and developing other approaches that will contribute to
improved procurement functions Group-wide, both in terms
of cost and governance.

Maintain and Continue

2022 2023

*Review content of

Procurement Guidelines guidelines

% Develop contents of CSR Self-Check Sheet
Expand to Group company suppliers

% Formulate Group Procurement Policy
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— Conduct ongoing communication activities with suppliers —

Hold earnings presentations Con_duct one-on-one meetings Operate Supplier Helpline
in Japan and overseas

Supplier Assessment

@ Identifying Important Suppliers

Within NGK, we identify important suppliers from the

following point of view.

-Handling of important items: Raw materials and molding
molds for main production items™ are considered critical items

- Transaction volume: Accounts for 80% or more of raw
materials and molds supply for main production items

@ Existing Supplier Assessment

At NGK, we periodically ask existing suppliers to submit
written consent to comply with our NGK Supplier Code of
Conduct. And since 2021 we have conducted fact-finding
surveys consisting of 114 questions on nine topics, including
human rights, labor, and the environment. This allows us to
perform a detailed CSR assessment of each supplier and

Main SAQ ltems

-BCP: single company supply ratio of 70% or more
As of March 2024, 38 companies (22 Tier 1 companies,
16 Tier 2 companies) are considered important suppliers.

*Main production items: ceramics for purifying automobile exhaust, insulators and
related devices for electric power, ceramics for electronic and electrical devices and
ceramics for semiconductor manufacturing equipment

assess risk according to transaction details. From the
perspective of impact on our business, we first conducted
these surveys for direct suppliers of NGK. Then we gradually
expanded them to the main suppliers of our Group
companies in Japan, and in FY2023, to the 66 main suppliers
of our Group companies overseas.

Corporate Governance )
internally and externally

Promotion framework, internal control, BCP framework, internal whistleblower system, information dissemination both

Basic stance; respect for human rights; prohibition and prevention of discrimination/violation; provision of equal

Human Rights/Labor opportunities for hiring, training, and career advancement; fair wages, fair implementation of hours and leave;

prohibition of forced or child labor; health and safety/health management; freedom of association

Environment

Basic stance; chemical substance management; waste reduction; effective resource utilization (water recycling, raw
materials recycling) and preservation; prevention of global warming; biodiversity

Basic stance; appropriate relationship with government and public officials; preventing inappropriate sharing of benefits

Fair Business Practices with related parties; preventing violations of competition law; elimination of relationships with anti-social organizations;

protecting intellectual property and copyrights; relief system; prohibition of insider trading and conflict of interest

Quality/Safety products

Basic stance; ensuring quality and safety of products and services; appropriate handling of accidents and defective

e S SR confidential information

Basic stance; defending against cyber threats; protecting individual data and privacy; preventing unauthorized use of

Co-existence of Supply Chain | Basic stance; initiatives concerning conflict minerals; reducing negative influence on local society; initiatives in
with Local Communities cooperation with local society towards sustainable development

Communication Activities with Procurement Partners

@ Explanation of Earnings to Suppliers

In FY2023, NGK’s annual earnings presentation for suppliers,
which had been conducted online because of the risks posed
by the COVID-19 pandemic, was held in-person for the first
time in four years. We explained our earnings and materials
procurement policy to 117 supplier companies participating

on-site (and 80 companies participating online). We also
asked for their continued compliance with CSR procurement,
and shared information and goals meant to facilitate the
continuation and expansion of business throughout our entire
supply chain.

@ Visiting and Monitoring Individual Suppliers in Japan and Overseas

In order to ensure procurement from the most appropriate
suppliers, NGK visits individual suppliers in Japan and
overseas to conduct on-site audits and evaluate their QCD

(quality, cost, and delivery) performance in a fair and equitable
manner. In FY2023, we conducted quality audits at 41 of our
existing suppliers, including 20 of our most important suppliers.

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) with the
potential to cause social issues such as human rights

violations and poverty, and takes steps to avoid using such
materials. Additionally, in response to requests from
customers, we investigate suppliers regarding their
responsible procurement of resources and raw materials.
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Improving Enterprise Value

Dialogue with Stakeholders

A corporation engaging in business activities will face numerous social issues, including issues related to
the environment and human rights. We believe it is critical that we strive to resolve such issues and aim
for sustainable development. Guided by the NGK Group Corporate Business Principles, we take all

stakeholder feedback seriously and work to fulfill our duty of accountability.

© NGK Group Stakeholders

The NGK Group works to promote an understanding of our
Group among customers, suppliers, shareholders/investors,
local communities, governments/international organizations,
universities/research institutes, and employees. Through
dialogue with all our stakeholders, we continuously work to
improve our activities and initiatives.

NGK Group Corporate Business Principles and
Code of Conduct

=
S
0.

Response to Stakeholders

Stakeholders Approach Communication (objectives) Communication (methods)

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

Universities/

Research
institutes

Government/
International
organizations

Shareholders/
Investors

Local

communities

¢ Enhancement of customer

Employees

e Official website
e Contact desk

CHEEIES environmental conservation and social safety and sat|sfaclt|on e Participation in exhibitions
. * Quality improvement ) )

peace of mind from a long-term and global e Open innovation

perspective.

With a basic policy centered on the three principles

of Open and Fair, Partnership, and Relationship with * Realize fair, free, and

Society, the NGK Group is engaged in fair, free, and transparent transactions ¢ Financial results presentations
Suppliers transparent business transactions with the suppliers * Exchange information with | e Supplier helpline

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.

suppliers
e Establish better supply
chain

e Individual visits to suppliers in Japan
and overseas

Shareholders and

The NGK Group aims to meet expectations for
improving enterprise value through dialogues and
efforts to disclose information pertaining to

* Improving enterprise value

* General Meeting of Shareholders
* Financial results briefings
e Individual visits and interviews

Investors ) . ) e Participation in IR events
management, finance, products, and services in a ) )
timely and appropriate manner * Responding to ESG investment
’ o Official website
e Company newsletter
We will create the following kind of work environment * Respect for the human * Global MIZUHO English-version
as the stage upon which our personnel can rights of employees company newsletter
demonstrate the abilities they possess * Development of safe and ¢ In-house video newsletter
e Diverse and Inclusive Workplace comfortabletworkplace : ILntLane':/l t Advi Board
Employees * Prosperous and Energetic Workplace enwronmen S a O.r ~Management Advisory boar
« Open Workplace that encourages challenges * Conducting of surveys on meetings, regular Labor-Management
We also support the growth of human resources and workplace enV|rorTmentl Gounil meetings o
fair treatment enabling each employes to maximize and employee satisfaction e Survey on workplace vitality
their skills * Penetration of corporate * CRS (Corporate Risk Survey)
' philosophy and policies  Helpline
* Hotline
We proactively engage in social contribution activities e Collaborative activities with NPOs, etc.
Local in response to community needs with the intent of e Contribution to local e \/olunteer activities by employees

Communities

becoming a corporate citizen trusted by society with
concern for social issues in all countries and regions
where we do business.

communities as a trusted
corporate citizen

e Social contribution activities in
cooperation with labor unions
e Invitation to plant tours and events
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Stakeholders Approach Communication (objectives) Communication (methods)

We proactively participate in international initiatives
Governments and o . ) -
. and other activities in order to realize mutual * Promotion of initiatives to e ) -
International . ) ) - ¢ Participation in international initiatives
L cooperation as key actors seeking to resolve social resolve social issues
Organizations

issues.

* Development of scientific
technologies

* Development of
technologies that will
contribute to solving social
issues

Through research and educational activities based
Universities and on industry—academia collaboration, we have been
Research pushing forward with the development of scientific
Institutes technologies and other technologies that will
contribute to resolving social issues.

* Joint research

© Status of Dialogue with Shareholders and Investors (FY2023)

Format of dialogue and number of sessions

Financial results briefings 2 times

Small meetings in Japan (Institutional investors) 4 times

Individual meetings in Japan (institutional investors/analysts/ESG officers, voting officers) 133 meetings

Overseas IR (institutional investors) 3 times
Investment forum participation 1 time
Asset management briefings (individual investors) 2 times

Major dialogue themes

e Status of business portfolio shift

e Future profit expectations for carbon neutrality-related products, which will lead to improvements
in PER

e Correlation between manufacturing facility and human capital investments and growth strategy

e Enhance disclosure on intellectual property and intangible asset strategy

Management strategy and
growth potential

e Changes in demand trends and competitive environment for each business
e Status of price revisions to reflect soaring costs
* Business strategy for unprofitable businesses

Individual businesses

e Our approach to shareholder capital cost adequacy

e Further expand investments in promising businesses such as carbon neutrality to promote
financial soundness

e Approach to shareholder returns

Financial strategy

e Policy on maintaining cross-shareholdings

e Analysis of yes/no voting ratio for agenda at the previous Ordinary General Meeting of
Shareholders

e Enhancing the number of Nomination and Compensation Advisory meetings and content of
deliberations

e Director selection linked to growth strategy and status of skills matrix confirmation

e Increasing opportunities for sustainability briefings and dialogue with Outside Directors

Governance, etc.

Initiatives to improve management (reporting to Board of Directors and Executive Committee (twice/year))

* Measures for realizing the NGK Group Vision and their correlation to growth strategy. In particular, the formulation and disclosure
of strategies related to the company-wide growth strategy for human capital, intellectual property, and intangible assets.

e Disclose results for financial metrics such as ROE and ROIC, and evaluate improvement measures

e Diversification and expansion of investor dialogue, including through sustainability briefings
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Message from the Chairman of the Board of Directors

Pursue a highly effective Board of Directors with
balanced decision-making and supervisory functio

Meet the expectations of our stakeholders by achie
long-term improvements in enterprise value.

Recent years have seen changes in our operating
environment become increasingly complex. The Board of
Directors face strong expectations, and are tasked with
evaluating management strategy with greater focus on
medium- to long-term perspectives while supporting
improvements in enterprise value. Recognizing what is
expected of us, in FY2023 the NGK Group Board of
Directors evaluated and passed resolutions on several
critical agenda related to improving enterprise value. One
major success has been the progress made on discussions
related to Group sustainability, including issues such as the
environment, quality, safety, and human resources. We
repeatedly exchanged opinions concerning the nine
materialities we identified based on the NGK Group Basic
Sustainability Policy. Through this process, the Group laid
the groundwork for the approach we will apply towards
realizing the NGK Group Vision. Under the core theme of
“defining our vision of a sustainable company”, | feel that
we have outlined a path for our Group.

In June 2024, with the approval of the General Meeting
of Shareholders, the Board of Directors adopted a new
member structure. Of the 10-member Board, we welcomed
three female Directors to strengthen our diversity. We also
increased the number of Outside Directors from three to
four, thereby coming in compliance with the Governance
Code parameter outlining that Outside Directors should
comprise “at least one-third of all directors”. The biggest
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role of the Outside Directors is to provide management
advice from an independent and objective perspective. Our
Qutside Directors will fulfill a critical role for the NGK Group
by helping ensure we engage in sound business
management. The four Outside Directors have vast
experience across their relative fields of expertise. | expect
that they will serve as reliable advisors as we seek to
promote growth and manage risks in the fields of carbon
neutrality and digital society, which we position as domains
towards which we will pivot future business.

To improve the efficacy of the Board of Directors, once
a year we are evaluated by an external agency. Based on
those results, we rapidly implement response measures to
address indicated issues. Our most recent analysis and
evaluation confirmed the efficacy of the Board. However,
we are not satisfied with our current state, and will continue
to pursue further improvements to efficacy moving forward.

Another important issue that we seek to address
immediately is helping stakeholders better understand the
NGK Group. | believe it is important that we enhance our
information disclosure, not only to our shareholders and
investors, but also for our employees and all other
stakeholders. As Chairman of the Board of Directors, | will
work to promote fairness and transparency that serves
the interests of our shareholders and all stakeholders, and
I am committed to fulfilling my responsibilities as we
continue to pursue a higher level of governance.

Corporate Governance

© Basic Approach

NGK Group’s basic policy on corporate governance is to
ensure legality in business activities and transparency in
management. The NGK Group has established a structure
that can respond swiftly to changes in the business
environment and built and maintains shareholder-focused
system to ensure fair management.

To put this policy into practice, NGK has chosen the
governance structure of a company with an Audit &
Supervisory Board. We have established a corporate
governance system that increases the effectiveness of
corporate governance through debate and deliberation on
important matters. This was accomplished by establishing
the Executive Committee, ESG Management Committee,
Risk Management Committee and various other committees
to support the president in making decisions, in addition to
the General Meeting of Shareholders, Board of Directors, and
Audit & Supervisory Board.

NGK recognizes the need for swift, optimal decision-
making and execution to respond to changes in the business
environment. We have therefore introduced an executive

officer system to segregate the management decision-making
and supervisory function from the business execution function
to clearly define the roles of and strengthen each function.

To strengthen the supervisory and oversight function of
the Board of Directors, we have mandated reporting to Board
of Directors from the key committees among committees that
handle various risks surrounding NGK. To ensure that the
objectives of the Corporate Governance Code are thoroughly
implemented, we established the Nomination and
Compensation Advisory Committee, Corporate Council,
Conference of Outside Directors and Outside Audit &
Supervisory Board Members, the Business Ethics
Committee, and other committees.

In addition, we have established the NGK Group
Corporate Business Principles and NGK Group Code of
Conduct to stipulate how everyone working for the NGK
Group should execute their jobs so that they abide by
society’s laws and NGK Group’s Articles of Incorporation and
comply with corporate ethics. All executives and employees
are well versed in the code and are obligated to abide by it.

© Steps Taken to Strengthen Corporate Governance

We continue to strengthen the corporate governance system.
Enhancements include introducing an executive officer
system to improve the management supervision and

monitoring functions and other functions, and to provide
suggestions on all aspects of management.

. Established the NGK Corporate Business April 2019 Established the ESG Committee
il Principles
Established the Compliance Committee
Aoril 2003 Revised guidelines into the NGK Group April 2020 : .
p Corporate Business Principles Established the HR Committee
Introduced an executive officer system Formulated the NGK Group Vision
June 2005 Introduced a stock option April 2021 Formulated the NGK Group Human Rights Policy
Introduced an outside officer system Established the NGK Group Basic Guidelines for
Compliance Activities
July 2005 Established the CSR Committee
Outside directors increased to 1/3rd of Board of
June 2010 Appointed independent officers Directors
- ) June 2021 An Outside Director made the Chair of the
Revised the NGK Group Corporate Business Nomination and Compensation Advisory
July 2011 e
Principles Committee
April 2015 Signed on to the UN Global Compact April 2022 Established the ESG Management Committee
June 2015 Established the Global Compliance Office Introduced a Restricted Share Compensation
June 2022 Plan
Established the Nomination and Compensation
Advisory Committee, Corporate Council, April 2023 Established the Risk Management Committee
December 2015 | Conference of Outside Directors and Outside
Audit & Supervisory Board Members, and Formulated the NGK Group Basic Sustainability
. . ) May 2023 .
Business Ethics Committee Policy
June 2017 Appointed one additional outside director Revised the NGK Group Corporate Business
July 2023 Principles and established the NGK Group Code
October 2018 Appointed a Chief Compliance Officer of Conduct
January 2019 | Hevised the NGK Group Corporate Business June 2024 Increased ratio of female directors to 30%

Principles

i Corporate Governance Report
; https://www.ngk-insulators.com/en/resource/pdf/
sustainability/governance_en.pdf

LINK

NGK REPORT 2024

62


https://www.ngk-insulators.com/en/resource/pdf/sustainability/governance_en.pdf

63

Sustainable Value Creation

Corporate Governance

© Corporate Governance System

We have established the following system to ensure legality in
business activities and transparency in management. This
system makes it possible to respond swiftly to changes in the

v
t v

business environment and maintains a shareholder-focused
system to ensure fair management.

General Meeting of Shareholders

Accounting Auditors

Decision-making, supervise, appointment/dismissal,
business execution, audit, etc.

Report, proposal, presentation of agenda, findings,
deliberation, recommendation, etc.

Whistleblowing, consultation, etc.

by

El  Audit & Supervisory Board

[ X
Internal Board Members: 2 an

Outside Board Members: 2 @ @
(Independent Officers: 2) [

Board of Directors

000000

Internal Directors: 6 T YYYY Y
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Outside Directors: 4 (X X}
(independent Officers: 4) (0 @ M

Opinion exchange,
Information collection

\4

A A

| E Corporate Council

Nomination and
| Compensation

Conference of Outside Directors
and Outside Audit & Supervisory
Board Members

Outside Directors: 4
(Independent Officers: 4)

Hearing convened by Audit &
Supervisory Board Members and
Outside Directors

Internal Directors: 2

Advisory Committee

Bl Business Ethics Committee

Outside Directors: 6 @ ® ® ® ® ©
(Independent Officers: 6) AAAAAA
0000

[}
P vYY Y Internal Director: 1 a

Business execution functions

v

—> President
A Management

Outside Lawyers

v

Auditing Strategy
Department Committee

Business execution
divisions

-7 Committee ~ 7}
Executive Committee |<—: :
1 | ESG Management |1
: Committee :
e - ; ;
1 1 .
' 4&—p | Risk Management |
1 Development and 1 1 Committee '
' Commercialization Internal Controls X ! : '
1 1
: Capital Investments Compliance -
1 [0} 1
1 2 1
1= Environment ! :
€ 7 Outside lawyers,
E g Saflgtd uztlr-ll?elalth HR E Internal conta(}:/t point
1 O Y 1 A
: Security Export :
1 Qualit Control/Specified 1
' Y Export and Customs | |
1 Clearance Control 1
1 1

______________ ‘ Helpline ‘ ‘ Hotline ‘

t | |

Head Office, Group Companies NGK Group executive and employees I

@ Internal Control Systems

The NGK Board of Directors has established the following
systems to ensure that directors comply with laws and

regulations and NGK’s Articles of Incorporation in the

execution of their duties. This includes the systems deemed
necessary to ensure the appropriateness of NGK’s business
operations as well as the operations of the NGK Group

consisting of NGK and its subsidiaries. The business
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LINK : sustainability/pdf/governance-system.pdf

execution organizational bodies that report to the President
are responsible for operating these systems.

: Basic Views on Internal Controls System and
g : Status of Development

[=]
b
5

https://www.ngk-insulators.com/en/

@ Roles of Major Bodies and Committees

Board of Directors

Composition: 10 members (7 males, 3 females)

No. of meetings held in FY2023: 15

Comprised of one-third or more Outside Directors. The Board
of Directors decides on mandated agenda items, such as
matters outlined in the Companies Act and the Articles of
Incorporation, and important matters related to business, and
supervises business execution by Directors. The Chairman is
Mr. Taku Oshima.

B Audit & Supervisory Board

Composition: 4 members (4 males)

No. of meetings held in FY2023: 14

Comprised of Audit & Supervisory Board members. Members
attend Board of Directors’ meetings to audit the decision-
making process of Directors and the status of business
execution. The Audit & Supervisory Board also confirms the
status of the formation and implementation of a system of
internal controls and confirms the adequacy of audit methods
and results by the accounting auditor.

Nomination and Compensation Advisory
Committee
Composition: 6 members (4 males, 2 females)
No. of meetings held in FY2023: 4
Serving as an advisory committee to the Board of Directors,
the Nomination and Compensation Advisory Committee was
established to ensure fairness and increase transparency in
personnel and compensation decisions concerning officers.
The Committee is comprised of a majority of Independent
Outside Directors, one of whom is chosen to serve as
Committee Chair. To confirm the adequacy of deliberation
processes, one Outside Audit & Supervisory Board member
attends meetings as an observer. The Committee deliberates
matters such as personnel decisions for Directors and Audit
& Supervisory Board members, compensation for Directors
and Executive Officers, the maximum total amount of
compensation for Directors and Audit & Supervisory Board
members, and CEO succession plans. The results of those
deliberations are then reported to the Board of Directors.

8] Business Ethics Committee

Composition: 7 members (4 males, 3 females)

No. of meetings held in FY2023: 5

Comprised of Outside Officers and full-time Directors in
charge of compliance. This Committee conducts necessary

investigations into matters of fraud and legal violations
involving NGK Officers. To ensure compliance with
competition law and overseas anticorruption laws, the
Committee evaluates the formation of a compliance structure
and compliance activities. The results of these evaluations
are then submitted to the Board of Directors as
recommendations.

A Corporate Council

Composition: 12 members (9 males, 3 females)

No. of meetings held in FY2023: 2

Comprised of Outside Officers and Full-time Directors.
Outside Officers provide recommendations to management
concerning various issues related to business.

Conference of Outside Directors and Outside
Audit & Supervisory Board Members

Composition: 6 members (4 males, 2 females)

No. of meetings held in FY2023: 2

Comprised exclusively of Outside Officers. At these

conferences, members exchange opinions concerning NGK

management issues with the objective of making proactive

contributions to deliberations by the Board of Directors.

Audit & Supervisory Board Member and
Outside Director Interviews

Composition: 8 members (6 males, 2 females)

No. of meetings held in FY2023: 13

Comprised of Audit & Supervisory Board Members and

QOutside Directors. Members conduct interviews to gather

information on NGK'’s operating environment and issues from

relevant internal personnel.

Bl Executive Committee

Composition: 16 members (15 males, 1 female)

No. of meetings held in FY2023: 20

Comprised of the President, Vice President, various Business
Group Executives, the Group Executives of Corporate NV
Creation, Corporate R&D, and Corporate Manufacturing
Engineering, the Directors responsible for each division,
Full-time Audit & Supervisory Board members, and executive
officers, committee chairs, business division general
managers, and general managers designated by the
President. This Committee deliberates on various matters to
assist the President’s decision-making. The Chairman is
President Shigeru Kobayashi.

Member Composition of the Board of Directors and Audit & Supervisory Board

Ratio of Outside Directors

Outside:
40%

Full-time:
50%

Full-time: Outside:
60% 50%

Audit &
Supervisory
Board member

Ratio of females

Outside:
67%

Full-time: Female: Male:

33% 30%

Nomination and
Compensation
Advisory

Committee
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© Activities of Board of Directors

The Board of Directors is composed of ten directors (seven
males, three females; one-third or more of directors are outside
directors). It discusses and votes on matters designated under
the Companies Act, NGK’s Articles of Incorporation and Rules
for the Board of Directors (These matters include company-
wide unified budgeting, strategic planning such as dissolution,
mergers, and alliances of the company, appointing and
dismissing representative directors, and authorizing business

Main Agenda Deliberated in FY2023

B Medium- to Long-Term Issues and Group Vision
- |[dentifying materiality
- Initiatives for creation of new business
(Progress report on New Value 1000)
- Initiatives for business portfolio
- Intellectual property strategy
M Financial Results, Budget, and Finances
- Budget and financial results
- Sale of long-term shareholdings
- Report on IR/SR activities, etc.
1 Environmental, Social, Governance (ESG)
- Formulation of NGK Group Basic Sustainability Policy
- Progress report on the 5th Five-Year Environmental
Action Plan
- Information disclosure based on TCFD
- Formulation of Anti-trust law compliance program
Committee Report
- Report on major committee activities
B Personnel/Human Resources
- Organization and personnel
- Formulation of NGK Group Human Capital
Management Policy
M Individual Projects
- Investment in production facilities, R&D, etc.
- Revision of company regulations

reports and financial statements etc., the disposal and
acceptance of transfer of important assets, the appointment
and removal of important employees, etc.). The Board also
monitors the job performance of all company directors. The
chair of the Board of Directors is a non-executive director. In
addition, both the full-time and outside members of the Audit
& Supervisory Board attend meetings of the Board of Directors
and provide their opinions when necessary.

Time Allocated to Key Topics

Individual Projects
7%

Medium- to Long-Term
Issues and Group Vision

25%

Personnel/
Human Resources

6%

Committee
Report
15%

ESG 21% Financial Results,
Budget, and Finances

26%

© Analysis and Evaluation Results concerning the Effectiveness of Board of Directors

NGK’s Board of Directors conducts a survey of directors and
Audit & Supervisory Board members at the close of each
fiscal year to evaluate the effectiveness of Board of Directors
meetings. The Board entrusts analysis and evaluation of the
responses to an external organization, which reports the

results to the Board of Directors. NGK continually strives to
improve effectiveness through such means as considering
the importance and necessity of each issue identified and
reinforcing efforts in Board of Directors meetings during the
next fiscal year.

@ Policies and Main Initiatives in FY 2023 in Light of the Effectiveness Evaluation Covering FY 2022

(1) Policies for initiatives of the Board of Directors
e To realize the NGK Group Vision, the following items shall be
regularly reported to and monitored by the Board of Directors.
v Status of business portfolio revision
v Progress on the New Value 1000 (aiming for sales of 100
billion yen from new commercialized products by 2030)
v Progress on various committee activities and company-
wide projects - Progress on human resources strategy
v’ Status of company-wide risk management

[Main initiatives]

Multiple reporting dates were specified for each of the items
listed above as year-long issues. For company-wide risk
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management in particular, the Risk Management Committee was
established as a management committee that has reported
directly to the president from FY 2023. The committee
deliberated on formulation of policies, building the structure, and
monitoring execution of risk management, among other topics,
and reported these deliberations to the Board of Directors.

e More in-depth discussion on business strategy

[Main initiatives]

We continued the FY 2022 practice of holding expanded strategy
meetings which outside officers also attend. Two such meetings
were held and energy storage business strategy was prioritized
for discussion.

¢ Enhancement of opportunities for dialog between senior
management and outside officers

[Main initiatives]

Informal gatherings of senior management and outside officers

were held once a month. Senior management also attended

hearings convened by Audit & Supervisory Board members and

outside directors, and provided an overview of the business and

reported on other matters.

e Emphasis on dialog with shareholders and investors through IR
activities

[Main initiatives]

The status of SR activities was reported regularly to the Board of

Directors, in addition to the status of IR activities. Questions and

answers from financial results announcements and presentations

were also shared with Board of Directors meeting attendees.

@ Methods of Effectiveness Evaluation for FY 2023

(1) A survey comprising a total of 30 questions was conducted of
all directors (9 members) and all Audit & Supervisory Board
members (4 members) at the beginning of April 2024. The
survey included six questions on policies for FY 2023
initiatives and two free-response questions. The analysis and
evaluation of the responses were entrusted to an external
organization. The survey questions are regularly revised in light

@ Summary of Evaluation Results for FY 2023

(1) A summary of the evaluation results was reported to the
Board of Directors at its meeting on June 5, 2024.

(2) Based on the results of the survey, the external evaluation of
the effectiveness of the Board of Directors (including the
Nomination and Compensation Advisory Committee) was high
overall, and stated that the Board of Directors is operating
appropriately.

(8) Overall comments from the external organization are as follows:

e The NGK Board of Directors has properly maintained the

elements that form the foundation necessary to support Board
of Directors functions, including the commitment of each
member and a healthy Board culture. Based on the results of
effectiveness evaluations from the past several years, we can
state that the Board of Directors continues to maintain this
foundation as a strength.

* The “Policies for initiatives of the Board of Directors for FY

20283” outlined based on the results of the effectiveness

(2) Palicies for initiatives of the Nomination and Compensation
Advisory Committee

e Further sharing of the status of discussions from the committee
to the Board of Directors

[Main initiatives]

Committee meeting materials on the status of discussions,

details of deliberations, etc. were conscientiously shared with the

Board of Directors.

e Further enhancement of information provided to the committee
on compensation and nomination

[Main initiatives]

Internal directors who were committee members and the

committee secretariat provided more detailed data on the career

history, skills, and roles expected of candidates for new director

positions.

of recent changes in the environment.

(2) As part of the effectiveness evaluation of the Board of
Directors, the Nomination and Compensation Advisory
Committee also conducted a survey of its members
(chairperson, members, and observers), and entrusted the
analysis and evaluation of the responses to an external
organization.

evaluation in the past fiscal year are appropriately reflected in
the operation of the Board of Directors and the Nomination and
Compensation Advisory Committee in the fiscal year under
review. We observed that these policies are contributing to
reinforcing effectiveness.

On the other hand, we could see that Board is aware of issues
related to discussion of long-term policies and strategies to
optimize the business portfolio, monitoring human capital,
intellectual capital, and other management resources, and
ascertaining and discussing successor plans as well as
development of senior management, performance, and other
factors, to further improve effectiveness. In order to
appropriately address these issues, we expect the Board to
make continuous efforts to clearly identify and narrow down the
agenda for sufficient discussion of important priorities, engage
in more in-depth discussions, and find ways to improve
reporting.

@ Policies for Initiatives in FY2024 to Further Improve Effectiveness

Based on the results of the evaluation in FY 2023 and discussion
with the Board of Directors, we have formulated the following
policies for initiatives for FY 2024. We will strive to reinforce the
effectiveness of the Board of Directors and the Nomination and
Compensation Advisory Committee through continuous efforts.
(1) Policies for initiatives of the Board of Directors
e To realize the NGK Group Vision, the following items shall be
regularly reported to and monitored by the Board of Directors:
v’ Status of business portfolio revision - Progress on the
New Value 1000 (aiming for sales of 100 billion yen from
new commercialized products by 2030)
v/ Progress on various committee activities and company-
wide projects
Progress on human resources strategy
Status of company-wide risk management
IR and SR activities

ANENEN

e Clearly identify issues to prioritize for discussion and engage in
more in-depth discussion of long-term management plans and
business strategies (including Group companies).

e Continue to enhance opportunities for dialog between senior
management and outside officers while engaging in more
in-depth discussion of successor plans and development of
senior management.

e Further enhance the provision of information to outside officers.

(2) Palicies for initiatives of the Nomination and Compensation
Advisory Committee
e Continue to further share the status of discussions from the
committee to the Board of Directors.
e Continue to further enhance information provided to the
committee on compensation and nomination.
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© Status of activities by the Audit & Supervisory Board

The Audit & Supervisory Board is composed of four Audit &
Supervisory Board members (all male). Audit & Supervisory
Board members supervise directors’ decision-making

process and job performance, by attending meetings of the
Board of Directors and other important meetings, receiving

Main Agenda Items and Reported Matters in FY2023

M Resolutions

- Audit & Supervisory Board members’ audit policy and audit plan

and audit reports of the Audit & Supervisory Board

- Consent to the proposal for the appointment of Audit &
Supervisory Board members

- Consent to the compensation, etc. for the Accounting Auditor

- Confirmation of proposals and documents to be submitted to the

General Meeting of Shareholders
- Consent to comprehensive advance agreement process for

non-assured engagement provided by the auditing firm to which

the accounting auditors belong and its network firm

reports from directors, employees, etc. and requesting
explanations where necessary. In addition, they review the
establishment and operation of so-called internal control
systems, and confirm the appropriateness of accounting
auditors’ auditing methods and results.

M Reports

- Report on audit activities by full-time Audit &
Supervisory Board members

- Audit plan by the Accounting Auditor

- Report on Financial Results by the Finance &
Accounting Department

- Financial audit report by the Accounting Auditor

- Report on the results of internal audits by the
Auditing Department

- Confirmation of the Convocation notice of the
annual shareholder’s meeting

© Status of activities by the Nomination and Compensation Advisory Committee

The Nomination and Compensation Advisory Committee was
established in order to ensure fairness and enhance
transparency in officers’ personnel matters, the determination
of compensation, and other matters as an advisory body to
the Board of Directors. The committee receives inquiries from
the Board of Directors and then deliberates on personnel
matters for directors and the Audit & Supervisory Board
members, matters relating to compensation for directors and
executive officers, upper limit on the total compensation
amount for directors and Audit & Supervisory Board

Main Agenda ltems in FY2023

H Agenda items
+ Appointment of directors, representative directors, and
directors with specific titles
- Compensation (cash and stock-related compensation)
commensurate with the position of each individual director

members, and a succession plan for the Chief Executive
Officer, etc. The committee reports its results to the Board of
Directors. The committee consists of a majority of
independent outside directors and a committee chair who is
selected from among the independent outside directors. It is
composed of four male members and two female members.
One outside Audit & Supervisory Board member attends
committee meetings as an observer to confirm the
appropriateness of the deliberation process.

and executive officer

« Amount of performance-linked bonuses to be paid to each
individual director in FY2023

- State of development of successors to the Chief Executive Officer

© Director and Audit & Supervisory Board member compensation

We established a compensation system for directors
(excluding outside directors) and executive officers that
contributes to the Group’s sustainable growth and the
enhancement of its medium-to-long-term enterprise value.
This system is aligned with the NGK Group Philosophy and
realizing the NGK Group Vision.

Compensation for directors (excluding outside directors)
and executive officers consists of three components: basic
compensation, a performance-linked bonus, and stock-
based compensation. To prioritize their independence from
management, Outside Directors and Audit & Supervisory
Board members are paid only fixed annual compensation,
and do not receive performance-linked bonuses or stock-
based compensation in the form of restricted shares.

The relative ratios of variable compensation and fixed
annual compensation are determined with a focus on stability
and improving medium and long-term performance. Variable
compensation, which is comprised of a performance-linked
bonus and the cash conversion value of allocated restricted
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shares, is set as an appropriate percentage of total
compensation. The total amount of compensation, including
basic compensation, is set according to the position and
rank of each recipient. Compensation is set to an appropriate
level relative to the size of our Company, which is determined
based on data from reliable external organizations. At the
request of the Board of Directors, the Nomination and
Compensation Advisory Committee, which consists of a
majority of Independent Outside Directors, deliberates on the
policies and procedures related to determining
compensation. These deliberations include the following:
- Total maximum compensation for all Directors and Audit &
Supervisory Board members
- Basic compensation, the base amount for calculating
performance-linked bonuses, and the number of restricted
shares to be allocated (the level of monetary claims for
payment issued as compensation for restricted shares
granted) to each individual director and executive officer
based on their respective position and rank

- The amount of the performance-linked bonus for each Directors determines the amounts of compensation for
individual director directors and executive officers after sufficient consideration
The Committee then submits a report on the results of its of the recommendations received from the Nomination and
deliberations to the Board of Directors. The Board of Compensation Advisory Committee, as described above.

Composition of Compensation for Directors, Audit & Supervisory Board Members and Executive Officers

Basic compensation Performance-linked bonus Restricted shares

Fixed annual compensation corresponding + Bonus corresponding to + Same benefits and
to position annual business performance risks as shareholders

Directors: 800 million yen or less in an annual amount Directors: Annual amount not exceeding
(including an annual amount of 60 million yen or less as the compensation limit for outside directors) 200 million yen

Audit & Supervisory Board members:
150 million yen or less in annual amount

Composition Ratio of Director Compensation for FY2023

Persons Eligible for Payment Performance-linked bonus Stock-related compensation

Representative Director 55% 30% 15%
Directors (Excluding Outside Directors) 64% 22% 14%
Outside Directors 100% — —

@ Items Related to Performance-linked Compensation, etc.

Details of Performance Indicators and Reasons for their Selection Based on Calculation of Performance-linked
Compensation Amount

NGK pays its directors (excluding outside directors) and executive officers performance-linked bonuses as performance-linked
compensation. These are calculated using the following indicators.

e Changes in net sales, operating income, or net income for the current fiscal year compared to the last
e Achievement rate for return on invested capital (ROIC)* against targets set at the beginning of (or during) the period
*Using NGK ROIC (calculated based on operating income, accounts receivable, inventories, and fixed assets)

Short-term
perspective

e Percent of Operating Income Attained for Medium- to long-term Performance Targets in the NGK Group Vision
¢ Rate of Achievement of Keep Up 30* for New Products / New Business Creation

® Rate of achievement of CO, emissions reduction targets in a single year

*A target of 30% or higher net sales from new products (as defined by NGK)

Medium- to
long-term
perspective

Percent Allocated per Item for Performance-linked Bonuses and Performance Appraisal Indicators

Percent Evaluation Coefficient Performance Appraisal Indicators (Calculated in practice by replacing each indicator
Allocated Variance Ratio with the variance ratio and evaluating it.)

-100% to Net sales, operating income, and net income for current period
Short-term 40% +100% - Initial target values and actual values for current period
. 0
Indicators -100% to Return on invested capital (NGK ROIC)
+100% - Initial target values and actual values for current period
. -100% to NGK Group Vision medium- to long-term performance targets (operating income)
I\Illedlu:n- to 60 +100% - FY2025 target values for each past year and actual values for current year
ong-term o
Indicators -100% to Material Issue Achievement Rate (Keep Up 30" for New Products /
+100% New Business Creation, CO. emissions reduction targets in a single year, etc.)

Achievement Concerning Performance Indicators Used to Calculate Performance-Linked Compensation
The following results are based on the primary performance indicators used to calculate performance-linked bonuses for FY2023.

e Consolidated financial figures for preceding period (FY2022): Net sales of 559.2 billion yen, operating income of 66.7 billion yen, and net
income of 55.0 billion yen

e Target values for beginning of term (FY2023): 9.3% return on invested capital

¢ Consolidated financial figures for current period (FY2023): Net sales of 578.9 billion yen, operating income of 66.3 billion yen, net income
of 40.5 billion yen, and 9.8% return on invested capital

¢ Operating income for medium- to long-term performance targets in NGK Group Vision: 66.3 billion yen (actual)

e Keep Up 30* for New Products / New Business Creation: Net sales ratio from new products (as defined by NGK) not attained

e Efforts to reduce CO, emissions: CO, emissions reduction effect: Achieved FY2023 CO, emissions (consolidated) target of 560,000 tons
through efforts such as reducing CO, emissions intensity* (through energy conservation)

*CO; emissions unit: Volume of CO, emissions per unit produced
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@ Non-monetary Compensation, etc.
Details of non-monetary compensation

NGK grants restricted share compensation to directors
(excluding outside directors) and executive officers (excluding
executive officers who are overseas residents on a non-
temporary basis) in order to increase their sensitivity to stock
price, to further share with shareholders the benefits and risks
associated with stock price fluctuations, and to motivate them

to improve enterprise value over the medium to long-term.
Since stock price fluctuations are directly related to its value,
the amount of restricted shares is not fixed, but the number of
shares granted is fixed in accordance with the position.

An overview of the restricted share compensation we
granted in FY2024 is as below.

Class and number of shares to be issued

NGK common stock: 126,500 shares

Issue price 2,082 yen per share

Aggregate issue amount

263,373,000 yen

Persons eligible for the allotment of the shares

NGK directors (excluding outside directors): 6 people, 45,500 shares

and the number thereof, as well as the number of | Executive officers who do not concurrently serve as NGK directors: 24 people, 81,000 shares

shares to be allotted

(excluding executive officers who are overseas residents on a non-temporary basis)

*Period of the transfer restriction stipulated in the restricted share allotment agreement (hereinafter the Allotment Agreement):
The allottees must not transfer, establish as security interests or otherwise dispose of NGK’s ordinary shares allotted to them according to the Allotment Agreement from the date on
which they receive their allotment according to the Allotment Agreement to the point in time directly after retiring from the position determined in advance by NGK’s Board of

Directors from among the positions of NGK's officers and employees.

Clawback clause

NGK has a provision to acquire all of the accumulated
allotted stocks without compensation in the event that the
allottee of the restricted shares violates laws and regulations

Stock holding guideline for Directors and Executive Officers

In order to foster a sense of shared value between directors
and executive officers and shareholders, and to contribute to
the sustainable growth of the NGK Group and the
enhancement of its enterprise value over the medium to
long-term, NGK has established guidelines for holding its own
stock, etc.*! and in principle, within three years of assuming
office, directors and executive officers shall endeavor to hold
company stock, etc. equivalent to the following values.

*1 Includes stock compensation-type stock options that have not yet reached the
exercise commencement date.

during the period of the transfer restriction, or in the event
that certain other conditions stipulated in the allotment
agreement are met.

Directors 150% or more of basic compensation
(Chairman and President) (annual amount)

Directors*? and
Executive Officers*®

100% or more of basic compensation
(annual amount)

*2 Excluding Chairman, President, and outside directors
*3 Excluding executive officers who are overseas residents on a non-temporary basis

© Amount of Compensation for Directors and Audit & Supervisory Board Members

Compensation for Directors and Auditor & Supervisory Board Members (FY2023)

Director category

Total compensation by type (million yen
Total compensation P y type yer) Applicable officers

(million yen) Fixed Performance-linked Restricted share (people)
compensation compensation compensation

Directors

(excluding Outside Directors) 526 801 150 & 6
Outside Directors 42 42 — - 3
Audit & Supervisory Board Members

(excluding Outside Audit & 71 71 — - 3
Supervisory Board Members)

Outside Audit & Supervisory Board o8 o8 _ _ 5
Members

Notes: The total amount of compensation for Audit & Supervisory Board members (excluding outside Audit & Supervisory Board members), the total amount of compensation by
type, and the number of applicable officers noted above include one Audit & Supervisory Board members who resigned from their position on June 26, 2023 and the amount

of compensation they received.

Officers Receiving Total Compensation of ¥100 Million or More (FY2023)

Total compensation by type (million yen) Tl Ee e

Officers category | Company category Fixed Performance-linked | Restricted share (million yen)
compensation compensation compensation

Taku Oshima Director Submitting company

67 37 17 122

Shigeru Kobayashi Director Submitting company

67 37 17 122
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© Management Succession Planning

The revised NGK Group Chief Executive Officer Succession
Plan was approved by resolution of the Board of Directors in
April 2023. This succession plan establishes the required
qualities, development policies, selection procedures, and
other actions for developing chief executive officer

© Training Policies for Officers

successors. Based on this, the president provides the
Nomination and Compensation Advisory Committee with a
progress report on the plan each year, and the committee
reviews the appropriateness of the plan.

Directors and Audit & Supervisory Board members have been
tasked with the responsibility of exercising the due care of a
good manager. NGK therefore has established a training
policy of providing the following types of opportunities to
sharpen skills and knowledge so that they can fully execute
their duties as experts in various kinds of management or as
supervisors of business execution.

© Policy on Cross-Shareholdings

1. For internal officers: Training on the Companies Act, the
Financial Instruments and Exchange Act, competition laws,
and other aspects of corporate governance and
compliance

2. For outside officers: Mainly providing separate explanations
from the department in charge concerning items on the
agenda of the Board of Directors and regularly providing
information on the business environment and issues as
well as opportunities for exchanging opinions

NGK maintains cross-shareholding of listed stock that
contribute to the long-term business development of our
group for the primary purpose of maintaining and
strengthening business relationships. Moreover, we maintain
strategic cross-shareholding with each company in the
Morimura Group, with which we share a founder. Since the
Group brand forms a part of our enterprise value through its
history and philosophy, this arrangement aims to enhance the
quality of management for both sides.

As part of our portfolio of assets, these all provide the
supplemental liquidity deemed necessary by our business
plan. While we are always looking to reduce the scope of our
cross-shareholding in the interest of asset efficiency, it may
fluctuate due to factors including overall business trends,
changes in risks, financial conditions, and business
relationships with individual parties. Moreover, for stocks, the
Board of Directors not only considers the significance of

Status of Cross-Shareholding

Number of Cross-Shareholding Companies

(Companies)

100 —
80 — 7 77 76 77 78
60 —
40 —

20 —

20/3 21/3 22/3 23/3 24/3

holdings from the perspective of business relationships, but
periodically confirms the appropriateness of continued
holdings, the safety of ratings, and the efficiency of dividend
yields, together with capital policy. Meanwhile, when
comparing our capital costs, we do not evaluate stocks
alone, but manage return on invested capital (NGK ROIC) for
each business with differing risks and expected returns. And
we include our cross-shareholding valuations in the balance
sheet of each business. We exercise voting rights
accompanying cross-shareholdings from the perspective of
whether the content of a proposal would be detrimental to
shareholder interests. We also pay attention to whether the
company whose shares we hold is managed with an
emphasis on increase enterprise value and shareholder
profits.

We sold 1,109 million yen in two specified investment
stocks in FY2023 as a result of this verification.

Reported Cross-Shareholdings Balance

(Millions of yen)
80,000 — 74,038
60,000 —
43,277 39,961 40,020
40,000 — 33,164
20,000 —
20/3 21/3 22/3 23/3 24/3
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© Compliance Promotion Structure

The NGK Group has established a Compliance Committee,
which reports directly to the president. A Compliance Activity
Promotion Subcommittee was established as part of the
Compliance Committee to ensure proper execution of the
Committee’s work. The Compliance Committee regularly
reports the matters it handles to the Board of Directors, and
the Board of Directors supervises the activities of the
Compliance Committee.

Since FY2021, we have asked Group companies to
select compliance administrators and compliance officers
and have begun discussions with them to establish the
foundations of an effective and efficient compliance structure
for the entire NGK Group. The Group Compliance
Department is also leading the introduction of innovative
training formats in each company using hybrid
communication that includes group discussions as well as
online and in-person meetings in an effort to enhance
learning through interactive education. We have participants
fill out questionnaires after they complete the training to
gauge their level of understanding and consider
improvements for the next round of training. The goal of
pursuing these efforts is to make sure that each NGK Group

© Whistleblowing System

company will be able to independently formulate, implement,
confirm effectiveness, and improve compliance measures in
the future.

Compliance Promotion Structure Chart

Board of Directors

President

Compliance Committee

Chair: Director in charge of Group Compliance Dep.
Members: Executive vice presidents, Group executives,
Group business executives, etc.

Compliance Activity Promotion Subcommittee

e Administrative Office: Group Compliance Dep.
* Members: Department Managers

Our whistleblowing system (helplines and hotlines) can be
used by everyone who works at NGK and every Group
company location. This includes officers, employees,
employees dispatched on external assignments, advisors,
contract employees, temporary employees based on a
temporary employment agreement, and resident employees
accompanying a service contract. We can handle
consultations and reports via telephone or email in either
Japanese or English. In principle, it is recommended to
consult and report with his or her identity, but it is also
possible to seek consultation anonymously through an

Organization of Whistleblowing System

external contact. Our company rules guarantee protection of
those seeking advice or reporting issues, and the NGK Group
Code of Conduct prohibits retaliation against those who
make reports. Upon receiving a report or consultation, we will
consider whether it merits an investigation in a fair, impartial,
and sincere manner, and promptly notify the person who
sought advice or reported the issue of how it will be handled
from here out. If the investigation reveals misconduct or a
violation of the law, NGK will impose penalties on those
involved in accordance with our employment regulations.

Board of Directors

Report helpline activities

Compliance Committee

Report helpline activities
Helpline Secretariat Administrative Office

Observer (lawyer)

Recommendations, monitoring

Business Ethics Committee

Recommend formulation of corrective actions to
Board of Directors and monitor status of implementation

Fact-finding, corrective action
reoccurrence prevention

Internal contact (Group Compliance Dept., others

External contact (lawyers) |

i i

| Person reporting or seeking consultation |

 To report misconduct that violates laws and regulations,

Helpline =——& internal company rules, and the NGK Group Code of Hotline = (including instructions and commands)

Conduct, that is difficult to consult a superior about
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* For fraud and legal violations involving senior management of NGK

 Violations of competition laws and laws and regulations to prevent bribery

© Helpline

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 Corporate Business
Principles and to facilitate quick resolution when issues occur.
Each Group company outside Japan has its own helpline.
Managers in-charge of internal whistleblowing system
hotline and consultation work undergo annual training
conducted by external lawyers. In FY2023, this training

© Hotline

included examples of fraudulent conduct, in addition to
power harassment.

Number of Helpline Consultation Cases (NGK)

FY2021 FY2022 FY2023

43 ‘ 38 ‘ 35

We have established a hotline as a whistleblowing system for
responding to fraud and legal infractions committed by senior
management of NGK, and all violations related to competition
laws and anti-corruption laws. Outside lawyers manage the
hotline and the Business Ethics Committee, which consists
mainly of outside directors, handles issues. The Committee

reports these issues to the Board of Directors and takes
corrective steps. We establish hotlines for reporting fraud or
illegal activities involving overseas Group company executives
based on local conditions. We have established hotlines for
responding to violations of competition law and anti-
corruption law in all overseas Group companies.

© Observing Competition Laws on an International Level

In addition to stipulating compliance with competition laws in
the NGK Group Corporate Business Principles, we also
established Competition Laws Compliance Rules that are
aligned with compliance with international standards. These
standards are strictly enforced by the NGK Group in Japan
and overseas to eradicate unfair business practices and to
build and maintain fair and equitable business relationships
with our business partners.

We also provide education and training aimed at ensuring
widespread awareness and thorough compliance with rules.
We established a Competition Laws Compliance Activity
website and publish a practical manual to promote
compliance. We revised the Competition Laws Compliance
Handbook in FY2023 to accommodate changes in social
conditions.

© Third-party Review of Competition Law Compliance Program

Since FY2015, NGK has contracted PwC Advisory LLC
(PwC) as a compliance specialist to review the operation of
our competition law compliance program based on the
Competition Law Compliance Rules, as well as NGK Group’s
unified supervision and reporting system for domestic and
international group companies, from an objective point of

© Prevention of Corruption

view. Since FY2017, PwC has been conducting interviews
with executives of our business groups in order to assess
their attitude toward compliance with competition laws, and
to further raise their awareness of such compliance efforts.
The results of these reviews are used to operate and improve
our competition law compliance program.

As laid out in the NGK Group Corporate Business Principles,
the NGK Group has declared our commitment to working to
bring about a sustainable society, respect human rights,
conduct business activities that are fair, transparent, and
sound, and strive to comprehensively prevent corruption as
called for in the NGK Group Code of Conduct. Corruption is
contrary to the NGK Group Corporate Business Principles and

© Conducting Anti-Bribery Training

Code of Conduct, and cannot be tolerated. It not only
impedes the realization of a sustainable society, but leads to
human rights violations. We comply with applicable laws and
regulations, prohibit direct or indirect involvement in corruption,
and strive to prevent corruption in all of our business activities.
We established the NGK Group Anti-Corruption Policy to earn
the trust of stakeholders and bring about a sustainable society.

NGK conducts position-specific training during which internal
instructors provide detailed explanations on actions that
constitute corruption. Additionally, we conduct every two

years compliance awareness surveys of all domestic Group
employees to check instances of violations and signs of
potential infractions in the workplace.

NGK REPORT 2024

72



Sustainable Value Creation

Risk Management

© Basic Approach

The NGK Group considers uncertainties which may affect
realization of the Group Vision to be risks. We have
established an approach of handling risks according to their
type, which enables us to control these risks by appropriately
recognizing and preventing them, and to minimize losses
caused by risks that do materialize.

Moreover, when risks that have a big impact on
management occur, the committee tasked with handling the

Risk Management Structure

risk according to the Basic Rules of Crisis Management, will
lead the way in collecting information and ascertaining the
situation. The NGK Group will then work to minimize the
negative impacts, analyze the causes, and prevent
recurrence. For extremely serious risks, the vice president in
charge of the Corporate Planning Office will convene a
response meeting attended by the President to respond to
the risk.

....... Board of Directors

Development and

Risk Management Committee

Vice-Chair: Director responsible
for the Corporate Planning Office

I Compliance
Commercialization P
Capital Investments Internal Control

Quality HR

Risk Management
Committee Secretariat

Environment, Safety & Health

Security Export Control/Specified Export
and Customs Clearance Control

i

i

i

— Chair: President
1

i

i

i

i

i Corporate Planning Office
1

;

© Risk Management Structure

------- Risk Management Committee

Members (Risk Owners)

Business groups, departments,
and committees under the Risk Owners

In FY2028, the NGK Group established a new Risk
Management Committee chaired by the President for
comprehensively handling the Group’s significant risk issues
in accordance with the risk management process described
below. At least once a year, the Risk Management Committee
reports to the Board of Directors about risk management

© Risk Management Process

activities. Through this, the Board of Directors is able to
supervise these efforts and verify the effectiveness of the risk
management structure. The risk management structure in
question, is managed independently of the Audit &
Supervisory Board.

The Risk Management Committee periodically analyzes and
evaluates risks then identifies and reviews the material risks
that should be managed based on changes in the internal
and external environment, with reference to the concepts in
the COSO-ERM Framework. It has also established a risk
management structure and method for formulating and
implementing countermeasures against risk and monitoring
the manifestation of risks via the committees and
departments in charge of managing risks. The Risk
Management Committee manages the risks facing the NGK
Group in an interdisciplinary manner based on the concept of
risk management determined by the Board of Directors, and
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reports its activities to the Board of Directors.

In order to address risks that have suddenly increased in
importance due to abrupt changes in the internal and
external environment, we make sure we are able to respond
by adding them in a timely manner to the list of targets to be
handled by the Risk Management Committee. After the Noto
Peninsula Earthquake in FY2023, we determined that the
importance of natural disaster risk had increased and added
it for review by the Risk Management Committee in addition
to the material risks that had already been determined
through committee deliberation and approval by the Board of
Directors.

Material Risk Management Cycle

Summary of risks

Risk assessment

Determining material risks

Identify risks that could
have a significant impact
on the company

Formulating and

implementing
countermeasures

Use a top-down and bottom-up Objectively evaluate the status
approach to list risks of each risk
e Risks recognized by
management
 Risks recognized by each o
department g
@
D
Strategy Gomparcel Q.
5
eso iy 3
Q
Horman Likelihood of occurrence

Use KPI to monitor
the actualization of

Formulate and implement
countermeasures to

lessen material risks material risks

Update each
process

Considering policies, systems, and

Take up issues that arise in ‘
the management cycle \
)

frameworks related to risk management

Review risk management policy, summary
of risks, risk assessment criteria, risk
management system, and the like

© Business Continuity Plan (BCP) Initiatives

Consider based on
information Gather information on internal issues,

Collecting and storing information Pick up

external
information

newly identified risks, and a wide range
of changes and trends in the external
environment

At NGK, we have established the BCP Countermeasures
Headquarters under the direction of the President as an
organization to carry out operation and maintenance of our
business continuity plan, with the aim of respecting human
life and cooperating with the local community. It promotes
our business continuity plan (BCP) throughout the entire NGK
Group. Measures taken in preparation for putting our BCP
into operation include the establishment of multiple
manufacturing bases and procurement sources, damage
mitigation measures related to buildings and equipment, and
employee safety assurance. We also conduct emergency
drills based on scenario plans presuming a major disaster

BCP Organizational Structure

BCP Countermeasures Headquarters

Headquarters chief: President

Members
- Executive Vice Presidents
« Group Executives

Corporate Planning Office Executives

Secretariat: Corporate Planning Office

« Compliance Committee Chair
« General Manager of the Central

such as a large earthquake in the Nankai Trough with the aim
of enhancing our ability to cope with a crisis in the event a
disaster occurs. During these drills, participants are instructed
to take real action according to the plan. This helps us to
identify even small issues with each process and procedure
and use our findings to improve the BCP. In addition, the
BCP Secretariat leads the way in working to ensure business
continuity by collecting information early on and implementing
countermeasures in response to procurement difficulties
stemming from the spread of infectious disease or changes
in the global situation.

Business Measures Committee

Engineering Committee
Human Resources Dept./General Affairs Dept.

SCM Committee

« Directors responsible for the relevant Disaster Prevention and Control IT Committee
departments of each committee Headquarters
« Director responsible for the « Others designated by the Group

Public Affairs Committee

Financial Affairs Committee

Central Disaster Prevention and Control Headquarters

Secretariat: Global Engineering Center

Legal Affairs Committee

*In the event of an emergency or disaster, the Central Disaster Prevention and Control Headquarters will

switch over to the Central Disaster Control Headquarters to respond to the disaster.
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© Information Security Measures

Within the NGK Group, proper management and operation of
information assets is a collaborative effort carried out by the
General Affairs Department and ICT Department, in conjunction
with other relevant administrative departments and in line with
the Basic NGK Group Information Security Policy.

Every employee who uses a computer or other
information-processing devices as part of their job is provided
with our Electronic Information Security Handbook and is
trained in the proper use of their devices, as well as made
aware of the need to contact the General Affairs Department
and ICT Department if the devices are lost, infected with a
computer virus, or otherwise compromised. Also, under the
rules of employment, employees are subject to disciplinary

action if their improper use of information devices results in
the leaking of confidential information or some other result
that significantly impacts the company.

Meanwhile, personnel from NGK’s ICT Department visit
several Group companies each year to conduct on-site checks
into the status of IT security measures and to provide guidance
on their implementation. In FY2023, we conducted visits to
overseas Group companies in Europe, the USA, and Asia. We
also held online IT Global Meetings several times for all
overseas Group companies in the regions of North and Central
America, Europe and Africa, China, and Asia Pacific. Group
companies in each region discussed IT security operations and
conducted training on how to handle security incidents.

© Formulation of the 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.
Therefore, in FY2010, we formulated the NGK Group IT
Security Standards with the goal of developing an IT security
structure based on commonly shared Group standards and
raising the bar when it comes to IT security. We update these
standards every year in response to societal changes and
trends, and work to standardize the level of IT security in our

© Information Security Training

Group by sharing them with each group company. In FY2023
we reviewed the sections pertaining to the handling of data
when using cloud services.

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

We conduct training sessions throughout the year to ensure
strict adherence to information security among all employees.
We offer training for newly hired employees and newly

promoted supervisors and managers to NGK employees
while e-learning is offered to NGK employees and employees
of some Group companies in Japan.

© Ensure IT Security Against Cyberattacks

. . Participation
“ PanICIpants

Training for newly hired employees 168 100%
Training for newly promoted supervisors 130 100%
Training for newly promoted managers 94 100%
E-learning 7,006 85.8%

Note: Excluding employees who were away on maternity leave, childcare leave,
long-term business trips, etc.

As a countermeasure against cyberattacks, NGK is
strengthening each category of protection, detection,
response, and recovery from cyberattacks following the
cybersecurity framework announced by the National Institute
of Standards and Technology (NIST) of the U.S.

In FY2023, we introduced an SOC (Security Operation

© Personal Information Management

Center) at all Group companies which primarily enhances
detection and response. Meanwhile, we carried out training
for all members of our headquarters and domestic Group
companies concerning email spoofing. By getting them to
recognize the threats close at hand, we hope to improve their
awareness of security.

The NGK Group has established Personal Information
Management Regulations, in addition to maintaining privacy
policies and regulations in accordance with the laws and
regulations of each country regarding personal information.

i Privacy Policy
Q https://www.ngk-global.com/privacypolicy/

LINK
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We have outlined policies and rules that conform to the Act
on the Use of Numbers to Identify a Specific Individual in
Administrative Procedures and reinforce the appropriate
management and handling of Individual Numbers.

Message from our Outside Directors

Outside Director

Emiko Hamada

Applying various stakeholder perspectives
to contribute to a governance structure
for improving enterprise value.

FY2023 saw the normalization of economic activities as
COVID-19 subsided. However, issues such as the tense
situation happening in Ukraine and growing tensions in
the Middle East have driven unanticipated changes in
the economic environment. Overall, it was a year that
required flexibility in management decisions. Amid such
an environment, the NGK Group enacted policies to
promote a business structure shift in accordance with
the NGK Group Vision. In particular, the Group outlined
numerous promising themes related to New Value
1000, the goal of aiming for over 100 billion yen in net
sales from new business by 2030, and the status of
progress for each of these themes is becoming clearer.
The Group is also increasingly expanding its
collaborations with external partners, and | feel the
seeds of a wide variety of prospective businesses are
beginning to take root. Launching a new business
requires a great deal of energy and those efforts
seldomly produce immediate results. However, even the
projects that do not go as planned will undoubtedly
serve as fuel for the NGK Group’s next stage of growth.
| feel the company’s commitment to pursuing major
goals. | also have strong expectations that this spirit will
help cultivate the next generation of leaders for the
company. The NGK Group market evaluation was a
PBR of less than 1.0 as of March 31, 2024. | view this
structural shift and the NGK Group growing
expectations towards new business creation as a
positive process towards increasing enterprise value.

| feel the NGK Group’s Board of Directors is able to
have a wide range of meaningful discussions in
collaboration with the Executive Committee. Over the
past year, human capital strategy has been a point of
discussion, especially at meetings such as the
Conference of Outside Directors and Outside Audit &
Supervisory Board Members. At these meetings,
various opinions were exchanged on the issue of
securing and developing human capital and how to
utilize human capital. Human capital is the source of a
company’s future growth, making this one of the most
important issues towards improving enterprise value
over the medium- to long-term. | also offered various

opinions regarding how the NGK Group can better
promote itself in response to the issue of new graduate
recruitment the company has faced in recent years. My
overall impression is that we were able to have
stimulated deliberations on these matters.

The NGK Group also advanced discussions
concerning Group sustainability. Another development |
consider a major achievement is that the NGK Group has
established a structure for achieving sustainability. This
includes presenting a concrete approach to materiality.
The common theme of sustainability is something that
impacts all aspect of business, and | feel that this is
leading to an increased sense of unity within the Group.

Outside Directors are expected to provide advice
and supervise management from an objective
perspective, without being influenced by internal
opinions or information from the company. | maintain a
neutral perspective on issues that may be
commonplace for people within the company and
methods that have been used for many years. | will
search for hidden issues or things that need to be
updated to better reflect the times. Resolving small
issues can lead to the discovery of common issues,
which can help increase vitality as a whole. As such, |
will be diligent to ensure | do not overlook even small
discoveries. It is also important that the NGK Group
demonstrate to stakeholders how current reforms are
working to change the company. | hope to play a role in
encouraging stronger information dissemination.

This fiscal year, three new Outside Directors were
appointed. With the addition of people from different
backgrounds, expectations are high that these new
members will stimulate new and fresh discussions and
ideas. Additionally, | have been appointed to chair the
Nomination and Compensation Advisory Committee. As
someone outside the company, | am aware that | am
expected to offer a stakeholder’s perspective, and | will
work hard to ensure objectivity and transparency when
determining remuneration. | will also promote committee
management that takes an open and transparent
approach to discussions about succession plans, a
critical agenda item for the committee.
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Outside Director

Hiroshi Sakuma

Proactively offer feedback backed
by global management experience
to support speedy business management.

| spent numerous years at Mitsubishi Corporation
involved in operations related to infrastructure, power,
environment, and renewable energy, and was deeply
involved in the business management of Japanese and
overseas subsidiaries and operating companies. | will
leverage the experience and knowledge | have
accumulated through my career to fulfill an independent
and objective role monitoring business management
and providing advice for the NGK Group.

As an Outside Director, the most important factor in
monitoring business management is communication.
Ideally, those responsible for business execution and
those in a supervisory role must build relationships that
enable frank discussion with the Board members acting
as one team. With this in mind, | will work to understand
the corporate culture that the NGK Group has inherited
throughout the years and the employees who support
company business. Based on that understanding, | will
proactively offer feedback and support dynamic
business execution by Group management.

| have had interactions with the NGK Group since
back when | began my first job. | have always had the

Outside Director

Noriko Kawakami

impression that NGK is a traditional company engaged in
very serious business grounded in their unparalleled
ceramic technologies. NGK’s greatest strength is its
technological foundation, and the Group’s greatest
challenge moving forward will be how it leverages that
technology to create new value. A market oriented
perspective is essential to business moving forward. That
is why | believe New Value 1000, the Group’s strategy to
combine technology and sales to focus on market and
client needs towards generating 100 billion yen from new
business, is very much on point. Creating new business
is not easy and will likely take time. However, my hope is
that all members of the NGK Group will embrace the
spirit of challenge and unite to rapidly achieve even small
successes as | strongly believe this will enable the Group
to take dramatic leaps forward.

The NGK Group is heavily involved in environment
and infrastructure, and has a critical role in helping
create a bright, prosperous future. | find it motivating to
be able to work with such a company and | will work
tireless towards helping the NGK Group achieve
sustainable increases in enterprise value.

Apply experience and perspective as a
product development engineer to
advise and support the realization of the
NGK Group Vision.

| built my career in the energy and digital fields, having
spent many years involved in the development of power
electronics products at Toshiba Corporation and
Toshiba Mitsubishi-Electric Industrial Systems
Corporation (TMEIC). During that time, | led projects
related to high-capacity power converters used in
infrastructure facilities such as power grids and
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renewable energy systems. Recognized for my
contributions to the development and commercialization
of such systems, | was named a Fellow by the US
Institute of Electrical and Electronics Engineering, Inc.
(IEEE)*.

Most recently, | accepted the role of Outside
Director. | felt this would be an incredibly fulfilling task

through which | could apply the knowledge and
expertise cultivated through my more than 40 years of
experience working on the front lines of manufacturing.
As an Outside Director, | hope to provide practical,
experience-driven recommendations concerning the
NGK Group’s energy and infrastructure businesses.
And, as a female engineer, it would be a privilege to
engage in activities that help encourage the next
generation of female engineers.

It is my understanding that the NGK Group’s core
competence lies in ceramic technologies. My
impression of the Group is that, while it has a stringent
corporate culture, it also maintains the flexibility to adapt
to change. The Group is also engaged in efforts related
to globalization. Most impressive is the Group’s history,
which spans over 100 years. This is evidence that, no
matter the generation, the NGK Group has continuously
challenged itself to achieve unprecedented value

Outside Director

Kengo Miyamoto

creation. | believe the source of the Group’s
competitiveness can be found in its technology, which
boasts high added value that cannot be mimicked by
competitors.

Currently, the NGK Group is engaged in corporate
structural reforms to position carbon neutrality and
digital society at their core of their business. | believe
the key to this transformation will be not only
technological challenges but also commercialization.
Whether it be advice on how to improve proposals and
management towards supporting the shift from selling
products to selling services, or advice on adapting to
operating environment changes and course corrections,
I will use my perspective as an engineer with real-world
experience to provide powerful support towards
realizing the NGK Group Vision.

*The Institute of Electrical and Electronics Engineering. A global institute related
to electrical engineering and electronic engineering. Based in the USA, the
IEEE has over 400,000 members in 190 countries worldwide.

Serve as a monitoring function for
management to support sustainable growth
for the NGK Group.

As an attorney, | have spent many years involved in law,
both in Japan and overseas. In that time, | have
overseen cases for numerous companies across various
industries, including manufacturing, services, logistics,
and IT. | hope to contribute to the NGK Group’s
sustainable growth and medium- to long-term
improvements in enterprise value by applying the
knowledge and experience | have cultivated throughout
my career. In my role as Outside Director, | will strive to
confirm management strategy, monitor business
execution, and provide effective recommendations
concerning legal risks and preventing trouble associated
with business operations.

As someone who has seen a great many
companies, | have learned that companies with an
active and energetic board of directors have a positive,
motivated, and transparent culture. This, in turn, leads
to diligent compliance and risk management. | have
been told that the NGK Board of Directors is that they
have cultivated an atmosphere that encourages
everyone to express their opinions freely. | plan to
embrace that atmosphere and use my external
perspective to provide frank opinions on matters that
can be difficult to see clearly from the inside.

In this world of remarkable changes in market
environments, another extremely important element in
business management today is decision-making speed.
| feel that many Japanese companies tend to lack this
sense of speed when compared to overseas
businesses. It is not uncommon for that lack of speed
to result in the loss of opportunity. The NGK Group is
currently in the process of advancing corporate reforms,
and | imagine the company will face numerous issues
that require rapid decision-making. | intend to approach
monitoring from this perspective as well.

Recent years have seen a growing importance on
evaluating a company’s enterprise value based on its
unseen non-financial capital. A company must give due
consideration to all its stakeholders, beginning with its
shareholders and investors, while engaging in
management that balances the creation of both
economic value and social value. As an Outside
Director, | will support the implementation of business
management that is aligned with modern times. The
NGK Group is challenging itself to make dynamic
reforms, and it is my hope that stakeholders will take a
medium- to long-term perspective towards evaluating
the company’s progress.
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Sustainable Value Creation

Directors, Audit & Supervisory Board Members, and Executive Officers (as of June 26, 2024)

Directors

Py <

Ryohei Iwasaki

Executive Vice President

Top Executive R&D, Responsible for Business Groups,
Responsible for Corporate R&D, Group Executive, Corporate NV Creation,
Manufacturing Engineering, Corporate Safety, Development and Commercialization
Quality & Environment Dept., IP Strategy Vice Committee Chair

Dept, Digital Transformation & Innovation

Dept., and ICT Dept., Development and

Commercialization Committee Chair,

Quality Committee Chair, Environment,

Industrial Safety & Health Committee Chair

Chiaki Niwa
Executive Vice President

Taku Oshima Shigeru Kobayashi

Chairman President

Overall Corporate Management,
Executive Committee Chair,
Strategy Committee Chair,

ESG Management Committee Chair,
Risk Management Committee Chair

Hideaki Shindo

Mayumi Inagaki
Director and Senior Vice President

Responsible for Auditing Dept.,

Human Resources Dept., Group Compliance
Dept., Legal Dept., and General Affairs Dept.,
Chief Compliance Officer,

Compliance Committee Chair,

Internal Controls Committee Chair,

HR Committee Chair

Director and Senior Vice President

Responsible for ESG Management Dept.,
Corporate Planning Office, Secretarial Office,
Finance & Accounting Dept., and
Purchasing Dept., Senior Officer in

charge of Group Companies,

ESG Management Vice Committee Chair,
Risk Management Vice Committee Chair

Skill Matrix of Directors and Audit & Supervisory Board Members

Outside Director

Emiko Hamada

Hiroshi Sakuma

Outside Director

Audit & Supervisory Board Members

Nobumitsu Saji

Audit & Supervisory

Board Member

o«

Naoya Yagi

Audit & Supervisory

Board Member

Field of experience

Noriko Kawakami
Outside Director

Masayoshi Sakaguchi

Audit & Supervisory
Board Member,
Outside

Kengo Miyamoto

Outside Director

ol

Takashi Kimura
Audit & Supervisory

Board Member,
Outside

Specialized knowledge

Number of
M L sr?:rr:: 2? ?t:e Stﬁszscgﬁﬁlet:ﬂon Board of Directors ARG ST G N&miﬂ?&f’o"nd [ i 1 Ll Sustainability Uvel::z?:ait):;\l;r . Marketing Carbon Neutrality Digital Finance Legal Compliance HR/ Labor
e Oicey Company held | (Equivalent number Eea sty Advisory Committee Comitics enauement experience

of shares)
Taku Oshima 10 Male 30,000 66,000 ©100% (15/15) 100% (4/4) [ ] [ ] o [ J
Shigeru Kobayashi 4 Male 30,126 21,000 100% (15/15) 100% (4/4) [ ] [ ] [ [ J
Chiaki Niwa 9 Male 24,000 27,000 100% (15/15) [ ) [ J [ ] [ ]
Ryohei lwasaki 15 Male 24,000 36,000 100% (15/15) [ ] [ ] [ J [ J [} [ J
Hideaki Shindo 3 Male 13,000 10,000 100% (15/15) [ ] [ J [ ] ([
Mayumi Inagaki - Female 8,741 5,000 - [ ] [ J
Emiko Hamada 7 Female [ J 5,000 — 100% (15/15) ©100% (4/4) ©100% (5/5) [ J [ J o [ ] [ ]
Hiroshi Sakuma - Male (] - — — — [} [} ® [} [ J [ J
Noriko Kawakami — Female o 3,000 — — — [ J [ [ J [ J
Kengo Miyamoto — Male [ ) — — — — [ J ] [ ] [ ]
Nobumitsu Saji 3 Male 5,000 7,000 100% (15/15) | ©100% (14/14) o [ [ J (] [ J [ J
Naoya Yagi 1 Male 4,243 - 100% (11/11)* 100% (10/10)* o ® [} ([ [ J
Masayoshi Sakaguchi 5 Male [ } - — 100% (15/15) 100% (14/14) $100% (4/4) 100% (5/5) [ ) [ J [ ] [ ]
Takashi Kimura 2 Male [ — — 100% (15/15) 100% (14/14) 100% (5/5) [ [ [ ] [ ] [ ] [ ]

Notes:

1. © indicates the Chair.
2. > indicates attendance as an observer.

3. Meeting attendance shown is for FY2023.

*This applies to the Board of Directors and Audit & Supervisory Board held after the appointment on June 26, 2023.
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i Reasons for selection as field of experience/
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i https://www.ngk-insulators.com/en/
LINK ‘ sustainability/governance-board.html
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Corporate Data

11-Year Key Financial and Non-Financial Data

Financial Indicators

(Millions of yen)

e 2014/3 2015/3 2016/3 2017/3 ] 2018/3 2019/3 2020/3 2021/3 2022/3 2023/03 2024/03

Net sales 308,671 378,665 435,797 401,266 451,125 463,504 441,956 452,043 510,439 559,240 578,913
Cost of sales 208,052 254,386 289,266 272,434 312,107 323,224 313,458 329,061 347,748 405,463 423,059
Selling, general, and administrative expenses 56,366 62,700 65,633 65,619 68,991 75,574 73,496 72,158 79,163 87,015 89,456
Operating income 44,252 61,577 80,898 63,212 70,026 64,705 55,000 50,823 83,527 66,761 66,397
Net income attributable to owners of the parent 27,045 41,504 53,316 36,379 45,814 35,506 27,135 38,496 70,851 55,048 40,562
Capital expenditures 28,434 30,366 45,437 60,101 71,713 105,336 93,997 50,831 38,130 43,694 47,296
Research and development expenses 12,060 13,942 17,410 18,653 21,100 23,271 22,928 22,448 23,551 26,157 31,605
Net cash provided by operating activities 32,647 73,002 59,445 80,172 50,554 61,224 53,200 85,641 94,831 97,949 99,159
Net cash used in investing activities (21,185) (39,495) (47,772) (56,452) (49,4193) (109,743 (60,830) (51,724) (46,291) (52,006) (68,5993)
Net cash provided by financing activities 2,026 (26,000) (373) (13,013 22,546 3,564 (18,796) 12,250 (45,263) (34,568) (36,123)
Total assets 614,219 702,234 711,897 759,434 826,243 863,636 833,085 908,967 982,833 1,029,168 1,127,576
Interest-bearing debt 167,295 156,203 163,973 174,150 211,573 229,423 234,400 264,244 252,350 253,356 259,325
Net assets 344,453 404,001 417,972 427,593 472,863 489,245 469,118 517,892 589,594 642,446 703,225
Profit per share (yen) 82.82 12711 163.28 112.71 142.42 110.35 84.73 121.61 226.56 177.47 133.65
Cash dividends per share (yen) 22 28 38 40 44 50 50 30 63 66 50
Ratio dividends to net worth (%) 26.6 22.0 23.3 3515 30.9 45.3 59.0 24.7 27.8 37.2 37.4
Return on equity (ROE) (%) 8.6 1.4 13.3 8.8 104 7.6 5.8 7.9 12.9 9.0 6.1
Equity ratio (%) 54.3 55.8 57.1 54.9 55.8 5588 55.0 56.3 59.3 61.7 61.7
Price-earnings ratio (PER) 26.0 20.2 12.7 22.4 12.9 14.6 16.7 16.6 7.7 9.9 15.3
Price-book value ratio (PBR) 2.1 2.1 1.7 1.9 1.3 1.1 1.0 1.3 0.9 0.8 0.9
Closing stock (yen) 2,150 2,565 2,079 2,520 1,834 1,608 1,417 2,024 1,753 1,752 2,040
Number of employees, end of year (persons) 18,210 16,217 16,657 17,517 18,783 20,115 20,000 19,695 20,099 20,077 19,540

Non-Financial Indicators

] 2014/3 2015/3 2016/3 2017/3 I 2018/3 2019/3 2020/3 2021/3 2022/3 2023/3 2024/3

GHG emissions (Scope 1: Energy-origin CO2) *1 * *1
(10,000 metric tons, NGK Group) 30.2 29.0 31.1 31.7 32.0 32.3 30.9 26.4 29.0 25.2 23.8
GHG emissions (Scope 2: Energy-origin CO2)
(10,000 metric tons, NGK Group) 43.0 39.4 44.9 48.7 52.0 54.5 56.4 49.2 32.5 30.6 31.9
GHG emissions (Scope 3) (10,000 metric tons, NGK Group) - - - - (87.7)* (104.7)* 97.7) (89.3)* 344.9 351.9 327.0
Total water usage (10,000 m?, NGK Group) 318.2 276 285 409 432 453 433 378 433.6 414.3 422.6
VOC emissions (metric tons, NGK Group) 5 6 7 155 145 145 68 83 77 107 88
PRTR substance emissions (metric tons, NGK Group) 14 15 14 163 154 128 76 89 84 110 92
Total water discharge (10,000 m?3, NGK Group) 223 196 197 279 287 281 314 253 274 268 271
Waste emissions (10,000 metric tons, NGK Group) 4.2 5.7 5.9 5.9 5.9 5.8 5.4 4.6 5.4 4.7 4.8
Number of employees (persons, non-consolidated) 3,531 3,569 3,700 3,937 4,142 4,119 4,224 4,316 4,382 4,547 4,775
Employee breakdown (female) (%, non-consolidated) 13.3 12.9 12.6 12.7 12.5 12.6 12.8 13.0 12.9 12.7 13.0
Rate of female managers (%, non-consolidated) 15 1.8 1.8 1.9 2.0 2.2 2.9 3.0 3.4 3.8 3.7
FHELS @ ISMENS MENEEE S . . - 16.6 15.3 21.0 16.0 20.2 007 23.1 19.4 21.3
(%, overseas NGK Group companies)
Number/rate of disabled employees
(oersons/%, non-consolidated) 53 (2.07) 56 (2.23) 56 (2.18) 55 (2.03) 57 (1.90) 62 (1.92) 135 (2.20) 145 (2.35) 155 (2.46) 160 (2.43) 172 (2.55)
Lost time incident rate (non-consolidated)*? 0.42 0.00 0.29 0.34 0.11 0.40 0.00 0.10 0.19 0.28 0.28
Social contribution expenditure
(100 million yen, non-consolidated) 3.48 3.31 3.46 3.15 3.00 3.02 2.73 2.96 5.33 7.54 6.41
Number of directors (persons, non-consolidated) 12 12 12 13 12 12 13 11 9 9 10
Number of outside directors (persons, non-consolidated) 2 2 2 2 3 3 3 3 3 3 4
Total compensation of directors (million yen, non-consolidated) 624 581 723 803 799 698 660 715 820 678 667
Number of patents held (Japan) (non-consolidated) 2,685 2,719 2,907 3,038 3,191 3,352 3,513 3,521 3,374 3,448 3,536
Number of patents held (overseas) (non-consolidated) 3,990 3,911 4,042 4,134 4,186 4,346 4,485 4,452 4,444 4,589 4,780
Note: The values for Scope 1 and Scope 2 (CO2 emissions from energy sources) were calculated by retroactively changing the emission factor for electricity (a factor that converts the *1 Includes offsets from carbon neutral LNG use from FY2021 onward
amount of electricity used into COz) from a conventional fixed value to the actual value of electricity companies for each fiscal year. *2 Aggregate for calendar years
*3 Non-consolidated upstream
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Corporate Data

Corporate Outline/Stock Information/External Evaluation (as of March 31, 2024)

Corporate Outline

Company name NGK Insulators, Ltd.
Address 2-56 Suda-cho, Mizuho,

Nagoya 467-8530, Japan
Telephone + (81) 52-872-7181

Established May 5, 1919
Paid-in capital 70.1 billion yen
Net sales 578.9 billion yen

(consolidated, for FY2023)

Consolidated subsidiaries
Equity-method affiliates

Employees

Stock exchange code

NGK Group Locations

NGK Headquarters, Sites, Branches, and Sales Offices

Headquarters/Nagoya Site

Chita Site/Komaki Site/Ishikawa Plant

47
1

NGK 4,775
Consolidated 19,540

5333

Tokyo Main Office/Osaka Branch/Sapporo Sales Office/Sendai Sales Office/Hokuriku Sales Office/
Hiroshima Sales Office/Takamatsu Sales Office/Fukuoka Sales Office

NGK Group

JAPAN

ENERGY SUPPORT CORPORATION
KANSAI ENERGYS CORPORATION
KYUSHU ENERGYS CO., LTD.
HOKURIKU ENERGYS CORPORATION
ENERGYS SANGYO CORPORATION
AKECHI INSULATORS, LTD.

NGK OKHOTSK, LTD.

NGK ELECTRONICS DEVICES, INC.
NGK CERAMIC DEVICE CO., LTD.
NGK METEX CORPORATION

NGK FINE MOLDS, LTD.

NGK CHEMITECH, LTD.

NGK FILTECH, LTD.

NGK ADREC CO., LTD.

NGK KILNTECH CORPORATION

NGK LIFE CO., LTD.

NGK YU-SERVICE CO., LTD.

ENA ELECTRIC POWER Co., Ltd.
ABASHIRI ELECTRIC POWER Co., Ltd.
NR-Power Lab Co., Ltd.
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NORTH AND CENTRAL AMERICA

NGK-LOCKE, INC.

NGK CERAMICS USA, INC.

NGK AUTOMOTIVE CERAMICS USA, INC.
NGK METALS CORPORATION

FM INDUSTRIES, INC.

NGK ELECTRONICS USA, INC.

NGK CERAMICS MEXICO, S. DER.L. DEC.V.

EUROPE

NGK BERYLCO U.K. LTD.

NGK CERAMICS EUROPE S.A.

NGK EUROPE GMBH

NGK DEUTSCHE BERYLCO GMBH
NGK BERYLCO FRANCE

NGK CERAMICS POLSKA SP. Z O.0.

ASIA, OCEANIA

NGK (CHINA) INVESTMENT CO., LTD.

NGK CERAMICS SUZHOU CO., LTD.

NGK TECHNOCERA SUZHOU CO., LTD.

NGK AUTOMOTIVE CERAMICS KOREA CO., LTD.
P.T. NGK CERAMICS INDONESIA

SIAM NGK TECHNOCERA CO., LTD.

NGK CERAMICS (THAILAND) CO., LTD.

NGK TECHNOLOGIES INDIA PVT. LTD.

NGK STANGER PTY LTD.

Stock Information

Total number of shares authorized
735,030,000 shares

Major Shareholders

Names of shareholders

Number of shares held  Ratio to total

Total number of shares issued (1,000 shares) (%)
311,956,996 shares The Master Trust Bank of Japan, Ltd. (Trust account) 51,987 17.44
(Including 14,029,396 shares of Meiji Yasuda Life Insurance Company 21,695 7.28
t tock]
reasury stock) The Dai-ichi Life Insurance Company, Limited 21,457 7.20
Total number of shareholders Custody Bank of Japan, Ltd. (Trust account) 18,730 6.28
52,095 persons MUFG Bank, Ltd. 7,204 2.41
. National Mutual Insurance Federation of
Listed stock exchanges Agricultural Cooperatives 7,029 2.35
Tokyo Stock Exchange,
Nagoya Stock Exchange Aioi Nissay Dowa Insurance Co., Ltd. 4,387 1.47
BNYM AS AGT/CLTS 10 PERCENT 3,737 1.25
JP MORGAN CHASE BANK 385781 3,384 1.13
JPMorgan Securities Japan Co., Ltd. 3,347 112

Note: The Company retains 14,029,396 shares of treasury stock, but those shares are excluded from the above list of
major shareholders. Furthermore, the above shareholding ratio is calculated based on the number of shares after
deducting the number of treasury shares from the total number of issued shares, rounded down to the nearest
one-thousandth.

Distribution of Shares

Financial
institutions
143 (0.3%)

Japanese Individuals and others
corporations 54,029 thousand shares
458 (0.9%) (17.3%)

Number of

Number of Foreign Foreign corporations shares
Individuals Shareholders corporations and others 311,956 Financial
and others 52,095 and others 78,103 thousand shares thousand institutions
51,011 (97.9%) 483 (0.9%) (25.0%) shares 163,922

thousand shares
Japanese corporations (52.6%)
15,902 thousand shares

(5.1%)

External Recognition

In December 2023, NGK was selected to the Dow Jones Sustainability Asia Pacific Index for the eight consecutive year. This index is part of the
Dow Jones Sustainability Indices, one of the leading indices for socially responsible investment. We were also selected to the FTSE4Good Index
Series, an ESG investment index created by FTSE Russell. This list is comprised of companies evaluated based on criteria related to ESG. NGK
was also selected to the FTSE Blossom Japan Index*2, MSCI Japan Empowering Women Index (WIN), and the MSCI Japan ESG Select Leaders
Index, all of which have all been adopted by the Government Pension Investment Fund (GPIF).

Mainbar of i L Y 2024 CONSTITUENT MSCI JAPAN
Dow Jones " 1 MPOWERING WOMEN INDEX (WIN
Sustainability Indices G-

2024 CONSTITUENT MSCI NIHONKABU
Powered by the S&P Global CSA FTSE4Good FTSE Blossom 30 SELEC EAL S IMDEX

Japan Index

THE INCLUSION OF NGK INSULATORS IN ANY MSCI INDEX, AND THE USE OF MSCI LOGOS, TRADEMARKS, SERVICE MARKS OR INDEX NAMES HEREIN, DO NOT CONSTITUTE A SPONSORSHIP,
ENDORSEMENT OR PROMOTION OF NGK INSULATORS BY MSCI OR ANY OF ITS AFFILIATES.
THE MSCI INDEXES ARE THE EXCLUSIVE PROPERTY OF MSCI. MSCI AND THE MSCI INDEX NAMES AND LOGOS ARE TRADEMARKS OR SERVICE MARKS OF MSCI OR ITS AFFILIATES.

*1 Click here for details on the FTSE4Good Index Series:
https://www.ftserussell.com/products/indices/ftse4good

*2 Click here for details on the FTSE Blossom Japan Index:
https://www.ftserussell.com/products/indices/blossom-japan
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